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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

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

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

APPLICATION UNDER THE COMPANIES' CREDITORS ARRANGEMENT ACT, 
R.S.c. 1985, c. C-36, AS AMENDED 

AFFIDA VIT OF IRYNA DUBINETS 
(sworn June 22, 2012) 

I, Iryna Dubinets, of the Town of Richmond Hill in the Regional Municipality of 

York, Ontario, MAKE OATH AND SAY: 

1. I am a legal assistant at the law firm of Affleck Greene McMurtry LLP, the lawyers 

for the Defendant, BDO Limited ("BDO"), in this matter and, as such, I have knowledge of 

the matters to which I hereinafter depose. 

2. I attach as Exhibit "A" hereto a copy of the Proof of Claim filed with the Monitor 

appointed in this proceeding on June 20, 2012 in relation to the claims advanced by BDO 

against Sino-Forest Corporation. 

3. I attach as Exhibit "B" hereto a copy of the Proof of Claim filed with the Monitor 

appointed in this proceeding on June 20, 2012 in relation to the claims advanced by BDO 

against Sino-Forest Corporation's officers and directors - without copies of the attachments 

thereto "vhich I understand to be identical to those attached to the Proof of Claim attached as 

Exhibit "A" to this affidavit. 

4. I make this Affidavit in relation to a motion by Sino-Forest for directions that is 

scheduled to be heard on June 26, 2012, and for no other purpose. 

I 



SWORN BEFORE ME at the City of 
Toronto, in the Provin~e of Ontario 
on June 22,. 

---.:.-=--
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Iryna Dubinets 
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SCHEDUlE "Oil 

PROOF OF CLAIM AGAINST 
SINO-FOREST CORPORATION 

1. Original Claimant Identification (the "Claimant") 

Legal Name of Claimant BDO Limited 

Address 25th Floor,. Wing On Centre 

111 Connaught Road Central 

City Hong Kong Prov I State_ 

Postal/Zip code: _____ _ 

2. Assignee, if claim has been assigned 

Full Legal Name ofAssignee ______ --=-____ _ 
Address ________________ _ 

City ________ _ Prov I Stat.!L-

Po~fZlpcode------

3a. Amount of Claim 

Name of Contact Stephen Chan 

Title Director, Head of Risk 

Phone# +852 2218 82.BB 

F~# +852 2815 2239 

StephenChan@bdo.com.hk e.m.all ___________ _ 

NameafContact~ _______ _ 

Phone (f. __________ _ 

F~# ___________ _ 

e-mail __________ _ 

TheAppJicant or Director or Officer was and stllits Indebted to the ClaImant as follows: 

j 

Currency Original Currency Unsecured Restructurlng Claim . Secured Claim 

Amount PreftUng Claim 
.... 

$8,204,375,000.00 -------

3b. Claim against Subsidiaries 

o 
o 
o 
o 
o 

o 
o 
o 
o 
o 

o 
o 
o 
o 
o 

If you have or intend to make a claim against one or more SubsidIaries which is based in whole or in part on 
facts, underlying transactions, causes of action or events relating to a claim made against the Applicant above, 
check the box below, list the SubsidIaries against whom you assert yoor claim, and provide particulars of your 
claim against such Subsidiaries. 

o Ifwe have a claim against one or more Subsidiary­
Name(s) of SubsidIaries 

Currency 
Original 
Currency Amount Amount of Claim 
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4. Dorumentation 

Provide all particulars of the Claim and supporting documentation, including amount. and description of transaction( s) or 
agreement(s),orlegalbreach(es) giving rise to the Oalm. See attached 

5. Certification 

I hereby certify that 

1. I am the Oaimant. or authorized representative of the Qaimant 
2. I have knowledge of all the circumstances connected with thlsQaim. 
3. Complete documentation in support of this claim Is attached. 

q 

Stephen Chan 
Name (authorized. representative of BOO Limit I~ 

Title Director, Head of Risk of BOO Limited O~.)\ 
HONG KONG 

Dated at _______ _ 

tJJ:9th day of June 2012 

6. Filing of Claim 

'. Q~g 
Signature ~~ t/~ ~ * 

4m ~ CHEUNG SAl KWONG, SIMON 
,n.. ~_ , Solicitor, Hong Kong SAR 

Witness ___ --=~'II_WlV"__:_------'::.----4(SilJiLq:1!'lW1on Cheung & Co.} ---- -·0" 5B, 1\\'0 Chinachem Plaza, 
135 Des Voeux Road CentIal. 

Hong Kong. 

This Proof of Claim must be received by the Monitor by no later than 5:00 p.m. (prevailing 
Eastern Time) on June 20, 2012, by registered mail, courier, personal delivery or electronic or 
digital transmission at the following address: 

PTI Consulting Canada Inc. 
Court-appointed Monitor of Sino-Forest Corporation 
TO Waterhouse Tower 
79 Wellington Street West 
Suite 2010, P.O. Box 104 
Toronto, Ontario MSK 1G8 

Attention: Jodi Porepa 
Telephone: (416) 649-8094 
H-man: sfc@fticonsulting.com 

An electronic version ofthls form Is available at http://cfcanada.fticonsulting.com/sfc. 



Court File No.: CV-1l-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 (fonnerly known 
as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W. JUDSON MARTIN, KAI KIT 

POON, DAVID J. HORSLEY, WILLIAM E. ARDELL, JAMES P. BOWLAND, JAMES M.E. 
HYDE, EDMUND MAK., SIMON MURRAY, PETER WANG, GARRY J. WEST,POYRY 

(BEllING) 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 INCORPORATED (successor by merger to Bane of 

. America Securities LLC) 

Proceeding under the Class Proceedings Act, 1992 

FRESH AS AMENDED STATEMENT OF CLAIM 

(NOTICE OF ACTION ISSUED JULy 20,2011) 

~~. \~PURSUANTTO 
"MaW;!) THIS CONFORM~MENT A 
MODlfIECE. . 
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I. DEFINED TERMS 

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

following terms have the following meanings: 

(a) "Af' means Authorized Intermediary; 

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

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

Incorporated; 

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

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

(g) "·"Bvr' means British Virgin Islands; 

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

(i) "CBCA" means the Canada Business Corporations Act, RSC 1985, c. C-44, as 

amended; 

(j) "Chan" !lleans the defendant Allen T. Y. Chan also known as "Tak Yuen Chan"; 

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

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

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

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

Canada or on the Toronto Stock Exchange 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; 

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

including June 2, 2011; 

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

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

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

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

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

the Underwriters; 

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

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

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

December 11,2009; 

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

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

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

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

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

affiliates, officers, directors, senior employees, partners, legal representatives, 

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

of the immediate family of an Individual Defendant; 

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

hereof; 

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

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

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

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

(dd) "Impugned Documents" mean the 2005 Annual Consolidated Financial 

Statements (filed on SEDAR on March 31,2006), Ql 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), Ql 2007 MD&A (filed on SEDAR on May 14, 2007), Ql 2007 

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

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

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

(filed on SEDAR on November 12, 2007), Q3 ~007 Financial Statements (filed 

on SEDAA on November 12, 2007), 2007 Annual Consolidated Financial 

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

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

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

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

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

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

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

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

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

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

Statements (filed on SEDAR on March 16, 2009), 2008 An..TlUal 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), Ql 2009 MD&A (filed on SEDAR on May 11, 2009), Ql 2009 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

on SEDAR on May 10, 2011); 

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

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

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

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

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

report on July 25, 2008; 

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

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

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

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

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

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

June 25, 2009; 

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

1, 2009, which Sino filed on SEDAR on June 1, 2009; 

Ii) 
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(jj) "Maison" means the defendant Maison Placements Canada Inc.; 

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

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

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

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

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

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

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

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

Guaranteed Senior Notes due 20 i 7; 

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

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

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

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

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

co llectively; 

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

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

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

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

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

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

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

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

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

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

with GAAP; 

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

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

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

defmed in paragraph 10 hereof; 

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

the OSA; 

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

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

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

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

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

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

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

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

Act, SY 2007, c 16, as amended; 

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

Canadian Securities Administrators; 

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

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

collectively; 

(ggg) "TD" means the defendant TD Securities Inc.; 

/1 
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(bhh) "TSX" means the Toronto Stock Exchange; 

(iii) "Underwriters" means Bane of America, Canaccord, crnc, Credit Suisse, 

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

collectively; 

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

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

(lll) "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. 
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II. CLAIM 

2. The Plaintiffs claim: 

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

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

the Court; 

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

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

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

Legislation; 

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

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

misrepresentations constituted misrepresentations, both at law and within the 

meaning of the Securities Legislation; 

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

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

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

liable for the acts and/or omissions of their respective officers, directors, partners 

and employees; 

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

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

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

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

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

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

and Credit Suisse general damages in the sum of$175,835,000; 

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

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

MerrilL Credit Suisse, Scotia and TD, general damages in the sum of 

$330,000,000; 

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

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

Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, P6yry, BDO, E&Y, 

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

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

CD On belIalfofali the Class Members who purchased Sino's 5% Convertible Senior 

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

Sino, Chan, Poon,Horsley, Wang, Martin, Mak, Murray, Hyde, P6yry, BDO, 

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

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

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

against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, P6yry, 

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

million; 

(1) 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, 

P6yry, BDO, E&Y, Credit Suisse USA and TD, general damages in the sum of 

US460 million; 

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

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

as against Sino, Chan, Poon, Horsley, Wang, Mak, Murray, Hyde, ArdelL P6yry, 

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

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

Horsley, punitive damages, in respect of the conspiracy pled b~low, in the sum of 

$50 million; 

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

Underwriters were unjustly enriched; 

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

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

Underwriters; 

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

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

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

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

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

(r) An order directing a reference or giving such other directions as maybe necessary 

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

(s) Prejudgment and post judgment interest; 

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

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

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

taxes; and 

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

III. OVERVIEW 

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

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

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

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

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

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

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

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

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

backdated or otherwise mispriced, prior to and during the Class Period, in violation of the TSX 

. Rules, GAAP and the Securities Legislation. 
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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 Poyry garnered millions of dollars in fees to bless Sino's reported results and assets. To their 

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

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

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

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

This was false. 

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

experience, issued its frrst 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 fmancial results, 

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

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

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

had a catastrophic effect on Sino's stock price. 

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

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

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

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

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

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

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

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

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

assist it in the fulfillment 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 officers and directors appeared to have misrepresented some of Sino's revenue and/or 

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

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

related to Sino's securities which they (or any 0 f them) knew or ought reasonably know would 

perpetuate a fraud. 

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

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

with the IC's investigati()n; (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 nonnal 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 IC "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 

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

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

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

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

forestry bureaus and forestry bureau officials." 

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

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

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

plausible answers to, key allegations made by Muddy Waters: 

.~-

This Final Report 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 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which it 
is seeking lies with non-compellable third parties, may not exist or is apparently 
not retrievable from the records of the Company. 

[ ... ] 

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

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

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

that they were investing in a well managed, ethical and GAAP-compliant corporation. They 

/z; 
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were not. Accordingly, this action is brought to recover the Class Members' losses from those 

who caused them: the Defendants. 

IV. THE PARTIES 

A. The Plaintiffs 

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, collectively-bargained defined benefit pension plan 

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

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

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

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

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

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

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

to which that Prospectus related. 

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

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

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

negotiated, collectively-bargained defmed benefit pension plan established on November I, 1973 

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

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

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

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

the Class Period, and continy.ed 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 material times, Sino was a reporting issuer in all provinces of Canada, and had its 

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

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

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

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

including, without limitation, AlphaToronto and PureTrading.· Sino's shares also traded over-

lip 
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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 fmancial statements 

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

the end of each ofthe corresponding periods in the previous fmancial year; 

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

in accordance with GAAP, including comparative financial statements relating to 

the period covered by the preceding fmancial year; 

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

fmancial 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 fmancial 

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

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

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

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

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

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

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

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

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

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

Financial Statements on 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 fmancial 

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

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

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

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

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

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

example, for 2006 to 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 1, 1995, shortly after Sino became a reporting issuer, Chan held 18.3% of 

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

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

Chan has made in excess of$1O million through the sale of Sino shares. 

IJ 
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30. Horsley is Sino's Chief Financial Officer, and has held this position since October 2005. 

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

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

$11 million through the sale of Sino shares. 

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

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

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

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

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

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

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

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

respectively, US$1.1 million, US$1.4 million, US$1.7 million, US$2.5 million, and US$3.1 

million. 

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

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

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

false statements made in each of Sino's annual financial statements, particularized be.!ow, when 

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

make the misrepresentations particularized below. 

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

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

of Sino shares. 

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

of2006 until his resignation from the Board in 2009, he attended 5 of the 39 board meetings, or 

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

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

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

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

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

particularized below. 

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

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

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

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

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

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

caused Sino to make the misrepresentations p.articularized herein. 

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

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

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

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

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

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

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

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

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

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

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

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

meetings, or less than 22% of 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 none of the 11 meetings of that Committee held from the 

beginning of2007 to the close of201O. 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

misrepresentations particularized below. 

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

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

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

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

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

misrepresentations particularized below. 

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

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

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

fiduciaries, and in violation of their fiduciary duties. In addition, Chan, Poon, Horsley, Martin, 



26 

Mak and Murray were unjustly enriched in the manner and to the extent particularized below 

while they were acting in their capacity as fiduciaries, and in violation 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 "are expected to lead according to high standards of ethical conduct, in both 

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

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

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

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

avoided, and any violations or suspected violations of the Code, and any concerns regarding 

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

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

particularly below. 

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

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

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

expert of Sino within the meaning of the Securities Legislation. 

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

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

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

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

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

they did to their detriment. 

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

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

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

53. E&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 offmancial statements for 

profIt-oriented enterprises focuses primarily on the information needs of investors and creditors" 

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

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

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

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

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

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

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

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

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

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

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

fmancial statements constituted Impugned Documents. 

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

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

Securities Legislation. 

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

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

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

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

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

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

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

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

more of the Offerings. 

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

December 2009 Prospectuses, the 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. In connection with the offerings of Sino's notes in July 2008, 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

63. Through the Offerings, Sino raised in aggregate in excess 0 f $2.7 billion from investors 

during the Class Period. In particular: 

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

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

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

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

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

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

(6) Q 1 2007 MD&A; 

(b) On July 17, 2008, Sino issued the July 2008 Offering Memorandum pursuant to 

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

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

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

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

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

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

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

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

dated March 14, 2008; 

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

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

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

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

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

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

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

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

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

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

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

Guaranteed Senior Notes due 2014. The June 2009 Offering Memorandum 

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

Financial Statements; (2) the auditors' report ofBDO 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 

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

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

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

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

an appendix to the 2008 AIF; and (6) the unaudited interim fmancial statements 

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

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

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

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

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

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

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

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

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

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

and 2008 and the auditors' report of E&Y dated March l3, 2009; (5) the 

unaudited interim consolidated fmancial statements for the nine-month periods 

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

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

AIF; (7) the P6yry report entitled "Sino-Forest Corporation Valuation of China 

Forest Assets as at 31 December 2007"; and (8) the P6yry report entitled "Sino­

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

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

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

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

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

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

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

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

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

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

2008" dated April 1, 2009; 

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

o.utstanding common shares of Mandra Forestry Holdings Limited. Concurrent 

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

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

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

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

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

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

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

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

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

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

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

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

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

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 

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

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

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

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

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

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

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

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

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

66. Each of Chan, Horsley, 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 ful~ true and plain disclosure of all material facts 

relating to the securities offered thereby. 

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

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

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

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

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

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

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

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

for 2008 and 2009. 

69. 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 Financial Statements for 2006 and 2005. 

VI. THE MISREPRESENTATIONS 

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

misrepresentations related to: 

A. Sino's history and fraudulent origins; 

B. Sino's forestry assets; 

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

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

F. Sino's cash flows; 

G. Certain risks to which Sino was exposed; and 

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

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

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

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 

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

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

purpose ofLeizhou, established in 1994, was: 

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

. 

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

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

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

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

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

the key driver of Sino's purported early growth. 

74. Sino claimed to hold 53% of the equity in Leizhou, which was to total US$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 EN required the Leizhou Forestry Bureau to 

contribute a mere 3,533 ha. 

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

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

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

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

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

1. Information ofthe investment of both sides 
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A. The investment of our side: according to the contract and articles of 
association signed by both sides and approved by your commission, our 
side has paid in RMB95,481,503.29 (equivalent to USD11,640,OOO.OO) to 
the Joint Venture on 20th 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 (_iffi) 
Accounting Firm, this payment accounts for 99.1 % of the agreed capital 
contribution from our side, which is USDll,750,OOO, and accounts for 
46.56% ofthe total investment. 

B. The investment of the foreign party: the foreign party has paid in 
USD1,OOO,OOO on 16th March 1994, which was in the starting period of the 
Joint Venture. According to the Capital VerifIcation Report from Yuexi 
(_ iffi) Accounting Firm, this payment only accounts for 7.55% of the 
agreed capital contribution from the foreign party totaling 
USD13,250,OOO, and accounts for 4% ofthe total investment. Then, in the 
prescribed investment period, the foreign party did not further pay capital 
into the Joint Venture. In view of this, your commission sent a ''Notice on 
Time for Capital Contribution" to the foreign party on 30th January 1996. 
In accordance with the notice, the foreign party then on 10th April sent a 
letter to your commission, requesting for postponing the deadline for 
capital contribution to 20th December the same year. On 14th May 1996, 
your commission replied to Allen Chan (~*t~5mt), 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 14th 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 
11 th June 1996, Chan Shixing (~*i..R~) and two other Directors from our 
side sent a joint letter to Allen Chan (~*M5mt), the Chairman of the Joint 
Venture, to propose a meeting of the board to be convened before 30th 

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

January 1996), and more than one year beyond the date prescribed by the 
Notice on Time for Capital Contribution issued by your commission (30th 
April 1996). However, the foreign party has been evading the discussion 
of the capital contribution issue, and moreover has taken no further action. 
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II. The Joint Venture is not capable of attaining substantial 
operation 

According to the contract and articles of association, the main purposes of 
setting up the Joint Venture are, on the one hand, to invest and construct a 
project producing 50,000 cubic meter Medium Density Fiberboard (MDF) 
a year; and on the other hand, to create a forest base of 120,000 mu, with 
which to produce 80,000 cubic meter of timber as raw material for the 
production of medium density fiberboard. The contract and articles of 
association also prescribed that the 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 USDl,OOO,OOO in the early stage, the foreign 
party not only failed to make subsequent capital contributions, but also 
in their own name successively withdrew a total amount of 
RMB4;141,045.02, from the funds they contributed, of which 
USD270,000 was paid to Huadu Baixing Wood Products Factory 
(:teIfl!;fii!i:?¥*fffffrIltn, which has no business relationship with the 
Joint Venture. This amount of money equals 47.6% of [the foreign 

_ 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 party and the fact that they 

_ withdrew a huge amount of money from those funds originally 
contributed by them, it is impossible for the Joint Venture to construct or 
set up production projects and to commence production operation while 
the funds have been insufficient and the foreign party did not pay in the 
majority of the subscribed capital. Infact, the Joint Venture therefore is 
merely a shell, existing in name only. 

Additionally, after the establishment of the Joint Venture, its internal 
operations have been extremely abnormal, for example, annual board 
meetings have not been held as scheduled; annual reports on the status and 
the results of the annual fmancial 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 commission for: 

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

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

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

The Seal of the Leizhou Forestry Bureau 

1998, February 27 

[Translation; emphasis added.] 

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

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

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

was wound-up in 1998. 

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

relating to Leizhou, and knowingly misrepresented the true status of Leizhou, as well as its true 

revenues and profits. 

(ii) Sino's Fictitious Investment in SJXT 

80. In Sino's audited fmancial 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 SJXT as an 
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EN that had been formed in 1997 by the Ministry of Forestry in China, and declared that its 

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

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

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

timber and log businesses in Eastern China. 

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

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

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

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

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

approximately US$I.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 SJXT. At that time, Sino 

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

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

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

that were purportedly anticipated from the SJXT contract were highly material to Sino. Indeed, 

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

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

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

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

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

December 31, 1997 and 1998, Sino had made contnbutions in the amount ofUS$l.O million to 

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

as an asset ofUS$1.0 million. 

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

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

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

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

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

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

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

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

[ ... ] 

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

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

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

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

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

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

[Emphasis added.] 

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

Sales from lumber and wood products trading increased 264% to $34.2 million 
compared to $9.4 million in 1998. The increase in lumber and wood products 
trading is attributable largely to the increase in new business generated from 
our investment in Shanghai Jin Xiang Timber Ltd. (SJXT) and a larger sales 
force in 1999. Lumber and wood products trading on an agency basis has 
increased 35% from $2.3 million in 1998 to $3.1 million in 1999. The increase in 
commission income on lumber and wood products trading is attributable to 
approximately $1.8 million of fees earned from a new customer. 

[Emphasis added.] 

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

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

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

added). 

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

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

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

[Emphasis added.] 

92. The statements made ill the 1999 Financial Statements contradicted Sino's pnor 

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

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

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

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

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

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

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

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

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

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

Sino stated: 

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

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

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

the year ended December 31, 2000. 

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

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

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

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

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

were reckless in not knowing of, that fact. 

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

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

therein. 

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

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

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

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

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

were either grossly inflated or fictitious. 

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

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

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

Sino's senior management and Board. 

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

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

overstated. 

101. In 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 Act. On June 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were 
eliminated. 

102. Similarly, the June 2009 Prospectus stated only that: 

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

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

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

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

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

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

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

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

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

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

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

or in any other Impugned Document. 

B. Misrepresentations relating to Sino's Forestry Assets 

(i) Sino Overstates its Yunnan Forestry Assets 

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

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

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

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

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

("Sino-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$lA billion over a 10-year period. 

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

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

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

holdings, as particularized below. 

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

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

claims to own in Yunnan. Sino's overstatement ofthe 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, fmancial statements, 

AIFs, Prospectuses and Offering Memoranda, except for the 2005 Audited Annual Financial 

Statements, the Q 1 2006 interim fmancial statements, the 2006 Audited Annual Financial 

Statements, the 2006 Annual MD&A. 

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

109. In mid-20l0, Sino became a majority shareholder of Greenheart Group Ltd., a Bermuda 

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

Exchange ("Greenheart"). 

110. In August 2010, Greenheart issued an aggregate principal amount of US$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 became members of Greenheart's Board, Chan became the 

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

111. On August 24, 2010 and December 28, 2010, Greenheart granted to Chan, Martin and 

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

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

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

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

0.9% of the total issued and outstanding shares ofGreenheart. 

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

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

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

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

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

***** 

312,000 hectares now under Greenheart management 

Hong Kong, March 1, 2011 - Greenheart Group Limited ("Greenheart" or "the 
Company") (HKSE: 00094), an investment holding company with forestry assets in 
Suriname and New Zealand (subject to certain closing conditions) today announced that 
the Company has acquired 60% of Vista Marine Services N. V. ("Vista'~, a private 
company based in Suriname, South America that controls certain harvesting rights to a 
128,000 hectares hardwood concession. Vista will be rebranded as part of the 
Greenheart Group. This transaction will increase Greenheart's concessions under 
management in Suriname to approximately 312,000 hectares. The cost of this 
acquisition is not material to the Company as a whole but the Company is optimistic 
about the prospects of Vista and the positive impact that it will bring. The concession is 
located in the Sipalawini district of Suriname, South America, bordering Lake 
Brokopondo and has an estimated annual allowable cut of approximately 100,000 
cubic meters. 



31 
49 

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 acquisition will bring synergies in sales, marketing, 
administration, fmancial reporting and control, logistics and overall management. I am 
pleased to welcome Mr. Ty Wilkinson to Greenheart as our minority partner. Mr. 
Wilkinson shares our respect for the people of Suriname and the land and will be 
appointed Chief Executive Officer of this joint venture and be responsible for operating 
in a sustainable and responsible manner. This acquisition further advances Greenheart's 
strategy of becoming a global agri-forestry company. We will continue to actively seek 
well-priced and sustainable concessions in Suriname and neighboring regions in the 
coming months." 

[Emphasis added.] 

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

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

[Emphasis added.] 

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

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

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

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

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

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

fact not disclosed in any of the Impugned Documents. 

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

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

of 150,000 hectares on Greenheart and its subsidiaries. 

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

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

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

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

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

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

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

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

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

(iii) Sino overstates its Jiangxi Forestry Assets 

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

Sino-Forest Corporation (TSX: TRE), a leading commercial forest plantation operator in 
China, announced today that its wholly-owned subsidiary, Sino-Panel (China) 
Investments Limited ("Sino-Panel"), has entered into a Master Agreement for the 
Purchase of Pine and Chinese Fir Plantation Forests (the "Jiangxi Master Agreement") 
with Jiangxi Zhonggan Industrial Development Company Limited ("Jiangxi Zhonggan"), 
which 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 15 million and 18 million cubic metres (lIl3) of wood fibre 
located in plantations in Jiangxi Province over a three-year period with a price not to 
exceed RMB300 per lIl3, to the extent permitted under the relevant PRe laws and 
regulations. The plantations in which such amount of wood fibre to acquire is between 
150,000 and 300,000 hectares to achieve an estimated average wood fibre yield of 
approximately 100 lIl3 per hectare, and include tree species such as pine, Chinese fir and 
others. Jiangxi Zhonggan will ensure plantation forests sold to Sino-Panel and its PRC 
subsidiaries are non-state-owned, non-natural, commercial plantation forest trees. 

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

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

[Emphasis added.] 

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

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

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

report for the second quarter of 20 11, which was issued after the Class Period, Sino claims that, 

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

million). 

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

known to the remaining Individual Defendants, BDO, E&Y and Poyry, Sino's plantation 

acquisitions through Zhonggan are materially smaller than Sino has claimed. 

(iv) Poyry makes Misrepresentations in relation to Sino's Forestry Assets 

122. As particularized above, Sino overstated its forestry assets in Yunnan and Jiangxi 

Provinces in the PRC and in Suriname. Accordingly, Sino's total assets are overstated to a 

material degree in all of the Impugned Documents, in violation of GAAP, and each such 

statement of Sino's total assets constitutes a misrepresentation. 
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123. In addition, during the Class Period, Poyry and entities affiliated with it made statements 

that are misrepresentations in regard to Sino's Yunnan Province "assets," namely: 

(a) In a report dated March 14, 2008, filed on SEDAR on March 31,2008 (the "2008 

Valuations"), Poyry: (a) stated that it had detennined the valuation of the Sino 

forest assets to be US$3.2 billion as at 31 December 2007 ; (b) provided tables and 

figures regarding Yunnan; (c) stated that "Stands in Yunnan range from 20 ha to 

1000 ha," that "In 2007 Sino-Forest purchased an area of mixed broadleaf forest 

in Yunnan Province," that "Broad leaf forests already acquired in Yunnan are all 

mature," and that "Sino-Forest is embarking on a series of forest 

acquisitions/expansion efforts in Hunan, Yunnan and Guangxi;" and (d) provided 

a detailed discussion of Sino's Yunnan "holdings" at Appendixes 3 and 5. 

Poyry's 2008 Valuations were incorporated in Sino's 2007 Annual MD&A, 

amended 2007 Annual MD&A, 2007 AIF, each of the Ql, Q2, and Q3 2008 

MD&As, Annual 2008 MD&A, amended Annual 2008 MD&A, each of the Ql, 

Q2 and Q3 2009, annual 2009 MD&A, and July 2008 and December 2009 

Offering Memoranda; 

(b) In a report dated April 1, 2009 and filed on SEDAR on April 2, 2009 (the "2009 

Valuations"), Poyry stated that "[t]he area of forest owned in Yunnan has 

quadrupled from around 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." Poyry's 2009 

Valuations were incorporated in Sino's 2008 AIF, each of the Ql, Q2, Q3 2009 

MD&As, Annual 2009 MD&A, June 2009 Offering Memorandum, and June 

2009 and December 2009 Prospectuses; 

(c) In a "Final Report" dated April 23, 2010, filed on SEDAR on April 30, 2010 (the 

"2010 Valuations"), Poyry stated that "Guangxi, Hunan and Yunnan are the three 

largest provinces in terms of Sino-Forest's holdings. The largest change in area 

by province, both in absolute and relative terms [sic] has been Yunnan, where the 
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area of forest owned has almost tripled, from around 39 000 ha to almost 106 000 

ha over the past year," provided figures and tables regarding Yunnan, stated that 

"Yunnan contains 106000 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 

"[a]lmost 97% of the broadleaf forest is in Yunnan," and provided a detailed 

discussion of Sino's Yunnan "holdings" at Appendixes 3 and 4. P6yry's 20lO 

Valuations were incorporated in Sino's 2009 AIF, the annual 2009 MD&A, each 

of the Q1, Q2 and Q3 2010 MD&As, and the October 20lO Offering 

Memorandum; 

(d) In a "Summary Valuation 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]he major changes in area by species 

from December 2009 to 20lO 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 comparisons with an inventory that P6yry 

undertook there in 2008 supported the upwards revision of prices applied to the 

Yunnan broadleaf large size log," and stated that "[t]he yield table for Yunnan 

pine in Yunnan and Sichuan provinces was derived from data collected in this 

. species in these provinces by P6yry during other work;" and 

(e) In a press release titled "Summary of Sino-Forest's China Forest Asset 2010 

Valuation Reports" and which was "jointly prepared by Sino-Forest and P6yry to 

highlight key fmdings and outcomes from the 2010 valuation reports," P6yry 

reported on Sino's "holdings" and estimated the market value of Sino's forest 

assets on the 754,816 ha to be approximately US$3.1 billion as at December 31, 

2010. 
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C. Misrepresentations relating to Sino's Related Party Transactions 

(i) Related Party Transactions Generally 

124. Under GAAP and GAAS, a "related party" exists "when one party has the ability to 

exercise directly or indirectly, controL joint control or significant influence over the other." 

(CICA Handbook 3840.03) Examples include a parent-subsidiary relationship or an entity that 

is economically dependent upon another. 

125. Related parties raise the concern that transactions may not be conducted at arm's length, 

and pricing or other terms may not be determined at fair market values. For example, when a 

subsidiary "sells" an asset to its parent at a given price, it may not be appropriate that that asset 

be reported on the balance sheet or charged against the earnings 0 f 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, 

manipl!lated and/or concealed by management (for example, for corporate purposes or because 

fraudulent activity is involved), and because such transaetions may be used to benefit 

management or persons close to management at the expense of the company, and therefore its 

shareho lders. 

(ii) Sino fails to disclose that Zhonggan was a Related Party 

127. Irrespective of the true extent of Zhonggan's transactions in Jiangxi forestry plantations, 

Sino failed to disclose, in violation ofGAAP, that Zhonggan was a related party of Sino. More 

particularly, according to AlC records, the legal representative of Zhonggan is Lam Hong Chiu, 

who is an executive vice president of Sino. Lam Hong Chiu is also a director and a 50% 
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shareholder of China Square Industrial Limited, a BVI corporation which, according to AlC 

records, owns 80% of the equity ofZhonggan. 

128. The Impugned Documents that omitted that disclosure were the Q2 2009 MD&A, the Q2 

2009 interim fmancial statements, the Q3 2009 MD&A, the Q3 2009 interim fmancial 

statements, the December 2009 Prospectus, the 2009 Annual MD&A, the 2009 Audited Annual 

Financial Statements, the 2009 AlF, the Q1 2010 MD&A, the Q1 2010 interim fmancial 

statements, the Q2 2010 MD&A, the Q2 2010 interim fmancial statements, the Q3 2010 MD&A, 

the Q3 2010 interim fmancial statements, the 2010 Annual MD&A, the 2010 Audited Annual 

Financial Statements, and the 2010 AlF. 

(iii) Sino fails to disclose that Homix was a Related Party 

129. On January 12, 2010, Sino issued a press release in which it announced the acquisition by 

one of its wholly-owned subsidiaries of Romix Limited ("Homix"), which it described as a 

company engaged in research and development and manufacturing of engineered-wood products 

in China, for an aggregate amount ofUS$7.1 million. That press release stated: 

HOMIX has an R&D laboratory and two engineered-wood production operations based 
in Guangzhou and Jiangsu Provinces, covering eastern and southern China wood product 
markets. The company has developed a number of new technologies with patent rights, 
specifically suitable for domestic plantation logs including poplar and eucalyptus species. 
HOMIX specializes in curing, drying and dyeing methods for engineered wood and has 
the know-how to produce 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 and/or wood residue. This reduces the 
traditional use of large-diameter trees from natural forests. There is growing demand for 
recomposed wood technology as it reduces cost for raw material while increases the 
utilization and sustainable use of plantation fibre for the production of furniture and 
interior/exterior building materials. 

[ ... ] 

Mr. Allen Chan, Sino-Forest's Chairman & CEO, said, "As we continue to ramp up our 
replanting programme with improved eucalyptus species, it is important for Sino-Forest 
to continue investing in the research and development that maximizes all aspects of the 
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forest product supply chain. Modernization and improved productivity of the wood 
processing industry in China is also necessary given the country's chronic wood fibre 
deficit. Increased 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 eucalyptus trees." 

130. Sino's 2009 Audited Annual Financial Statements, Q1I2010 Unaudited Interim Financial 

Statements, 2010 Audited Annual Financial Statements, the MD&As related to each of the 

aforementioned fmancial statements, and Sino's AIFs for 2009 and 2010, each discussed the 

acquisition of Homix, but nowhere disclosed that Homix was in fact a related party of Sino. 

131. More particularly, Hua Chen, a Senior Vice President, Administration & Finance, of Sino 

in the PRC, and who joined Sino in 2002, is a 30% shareholder of an operating subsidiary of 

Homix, Jiangsu Dayang Wood Co., Ltd. ("Jiangsu") 

132. In order to persuade current and prospective Sino shareholders that there was a 

commercial justification for the Homix acquisition, Sino misrepresented Homix's patent designs 

registered with the PRC State Intellectual Property Office. In particular, in its 2009 Annual 

Report, Sino stated: 

HOMIX acquisition 

In accordance with our strategy to focus on research and development and to improve the 
end-use of our wood fibre, we acquired HOMIX Ltd. in January 2010 for $7.1 million. 
This corporate acquisition is small but strategically important adding valuable 
intellectual property rights and two engineered-wood processing facilities located in 
Guangdong and Jiangsu Provinces to our operations. Homix has developed 
environment-friendly technology, an efficient process using recomposed technology to 
convert small-diameter plantation logs into building materials and furniture. Since we 
plan to grow high volumes of eucalypt and other FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of our fibre, supplying a 
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variety of downstream customers and enhancing economic rural development. [Emphasis 
added] 

l33. However, Homix itself then had no patent designs registered with the PRC State 

Intellectual Property Office. At that time, Homix had two subsidiaries, Jiangsu and Guangzhou 

Pany Dacheng Wood Co. The latter then had no patent designs registered with the PRC State 

Intellectual Property Office, while Jiangsu had two patent designs. However, each such design 

was for wood dyeing, and not for the conversion of small-diameter plantation logs into building 

materials and furniture. 

(iv) Sino fails to disclose that Yunan Shunxuan was a Related Party 

l34. In addition, during the Class Period, Sino purportedly purchased approximately 1,600 

hectares of timber in Yunnan province from Yunnan Shunxuan Forestry Co. Ltd. Yunnan 

Shunxuan was part of Sino, acting under a separate label. Accordingly, it was considered a 

related party for the purposes of the GAAP disclosure requirements, a fact that Sino failed to 

disclose. 

l35. The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the 

2009 Audited Annual Financial Statements, the 2009 AlF, the Ql 2010 MD&A, the Ql 2010 

interim fmancial statements, the Q2 2010 MD&A, the Q2 2010 interim fmancial 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. 

l36. Sino's failure to disclose that Yunnan Shunxuan was a related party was a violation of 

GAAP, and a misrepresentation. 

(v) Sino fails to disclose that Yuda Wood was a Related Party 

l37. 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 



58 

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 

Report, the IC acknowledged that "there is evidence suggesting close cooperation [between 

Sino and Yuda Wood] (including administrative assistance, possible payment of capital at the 

time .. of establishment, joint control of certain of Yuda Wood's RMB bank accounts and the 

numerous emails indicating coordination of funding and other business activities)" [emphasis 

added.] 

139. The fact that Yuda Wood was a related party of Sino during the Class Period was a 

material fact and was required to be disclosed under GAAP, but, during the Class Period, that 

fact was not disclosed by Sino in any of the Impugned Documents, or otherwise. 

(vi) Sino fails to Disclose that Major Suppliers were Related Parties 

140. At material times, Sino had at least thirteen suppliers where former Sino employees, 

consultants or secondees are or were directors, officers and/or shareholders of one or more such 

suppliers. Due to these and other connections between these suppliers and Sino, some or all of 

such suppliers were in fact undisclosed related parties of Sino. 

141. Including Yuda Wood, the thirteen suppliers referenced above accounted for 43% of 

Sino's purported plantation purchases between2006 and the first quarter of2011. 

142. In none of the Impugned Documents did Sino disclose that any of these suppliers were 

related parties, nor did it disclose sufficient particulars of its relations with such suppliers as 

would have enabled the investing public to ascertain that those suppliers were related parties. 
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D. Misrepresentations relating to Sino's Relations with Forestry Bureaus and its 
Purported Title to Forestry Assets in the PRe 

143. In at least two instances during the Class Period, PRC forestry bureau officials were 

either concurrently or subsequently employees of, or consultants to, Sino. One forestry bureau 

assig!led employees to Sino and other companies to assist in the development of the forestry 

industry in its jurisdiction. 

144. In addition, a vice-chief of the forestry bureau was assigned to work closely with Sino, 

and while that vice chief still drew a basic salary from the forestry bureau, he also acted as a 

consultant to Sino in the conduct of Sino's business. This arrangement was in place for several 

years. That vice-chief appeared on Sino's payroll from January 2007 with a monthly payment of 

RMB 15,000, which was significant compared with his forestry bureau salary. 

145. In addition, at material times, Sino and/or its subsidiaries and/or its suppliers made cash 

payments and gave "gifts" to forestry bureau officals, which potentially constituted a serious 

criminal offence under the laws of the PRC. At least some of these payments and gifts were 

made or given in order to induce the recipients to issue "confirmation letters" in relation to 

Sino's purported holdings in the PRC of standing timber. These practices utterly compromised 

the integrity of the process whereby those "confirmation letters" were obtained. 

146. Further, a chief of a forestry bureau who had authorized the issuance of confirmations to 

Sino was arrested due to corruption charges. That forestry bureau had issued confirmations only 

to Sino and to no other companies. Subsequent to the termination of that forestry bureau chief, 

that forestry bureau did not issue confirmations to any company. 

147. The foregoing facts were material because: (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 cOIDlption in which Sino was engaged exposed Sino to potential 

criminal penalties, including substantial fInes, as well as a risk of severe reputational damage in 

Sino's most important market, the PRC. 

148. However, none of these facts was disclosed in any of the Impugned Documents. On the 

contrary, Sino only made the following disclosure regarding former government officials in its 

2007 Annual Report (and in no other Impugned Document), which was materially incomplete, 

and a 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 OM responsible for Heyuan plantations, previously with 
forestry bureau; studied at Yangdongxian Dangxiao [Mr. Liang] 5. Based in 
Hunan, Plantation controller, graduated from Hunan Agricultural University, 
previously Assistant Manager of state-owned farm trees in Hunan [Mr. Xie]. 

149. In respect of Sino's purported title to standing timber in the PRC, Sino possessed 

Plantation Rights CertifIcates, or registered title, only in respect of 18% of its purported holdings 

of standing timber as at December 31, 2010, a fact nowhere disclosed by Sino during the Class 

Period. This fact was highly material to Sino, inasmuch as standing timber comprised a large 

proportion of Sino's assets throughout the Class Period, and in the absence of Plantation Rights 

CertifIcates, Sino could not establish its title to that standing timber. 

150. Rather than disclose this highly material fact, Sino made the following misrepresentations 

in the following Impugned Documents: 

(a) In the 2008 AlF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased tree plantations and planted tree plantations currently under our 

management, and we are in the process of applying for the plantation rights 



61 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; 

(b) In the 2009 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; and 

(c) In the 2010 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]. 

151. In the absence of Plantation Rights Certificates, Sino relies principally on the purchase 

contracts entered into by its BVI subsidiaries ("BVls") 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 material facts during the Class Period, whether in the 

Impugned Documents or otherwise. On the contrary, Sino made the following 

misrepresentations in relation to its purported title to standing timber: 

(a) In the July 2008 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(b) In the June 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(c) In the October 2010 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(d) In the 2006 AIF, Sino stated "Based on the supplemental purchase contracts and 

the plantation rights certificates issued by the relevant forestry departments, we 

have the legal right to own our purchased tree plantations"; 

(e) In the 2007 AlF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry departments, we have the legal right to 

own our purchased tree plantations"; 

(f) In the 2008 AlF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

tree plantations"; 
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(g) In the 2009 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the local forestry bureaus, we legally own our purchased 

plantations"; 

(h) In the December 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the local forestry bureaus, we 

legally own our purchased plantations"; and 

(i) In the 2010 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

plantations. " 

.. 
. . 155. In addition, during the Class Period, Sino never disclosed the material fact, belatedly 

revealed in the Second Report, that "in practice it is not able to obtain Plantation Rights 

Certificates for standing timber purchases when no land transfer rights are transferrecf' 

[emphasis added]. 

156. On the contrary, during the Class Period, Sino made the following misrepresentation in 

each of the 2006 and 2007 AIFs: 

Since 2000, the PRC has been improving its system of registering plantation land 
ownership, plantation land use rights and plantation ownership rights and its 
system of issuing 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 "Notice 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 commencing from the 
date of the Notice. The same type of new form plantation rights certificate will 
be issued to the persons having the right to use the plantation land, to persons 
who own the plantation land and plantation trees, and to persons having the 
right to use plantation trees. 

[Emphasis added] 
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157. Under PRC law, county and provincial forestry bureaus have no authority to issue 

confrrmation letters. Such letters cannot be relied upon in a court oflaw to resolve a dispute and 

are not a guarantee of title. Notwithstanding this, during the Class Period, Sino made the 

following misrepresentations: 

(a) In the 2006 AIF: "In addition, for the purchased tree plantations, we have 

obtained confirmations from the relevant forestry bureaus that we have the 

legal right to own the purchased tree plantations for which we have not received 

certificates" [emphasis added]; and 

(b) In the 2007 AIF: "For our Purchased Tree Plantations, we have applied for the 

relevant Plantation Rights Certificates with the competent local forestry 

departments. As the relevant locations where we purchased our Purchased Tree 

Plantations have not fully implemented the new form Plantation Rights 

. Certificate, we are not able to obtain all the corresponding Plantation Rights 

Certificates for our Purchased Tree Plantations. In this connection, we obtained 

confirmation on our ownership of our Purchased Tree Plantations from the 

relevant forestry departments." [emphasis added] 



65 

E. Misrepresentations relating to Sino's Relationships with its AIs 

158. In addition to the misrepresentations alleged above in relation to Sino's Als, including 

those alleged in Section VI.C hereof (Misrepresentations relating to Sino's Related Party 

Transactions), Sino made the following misrepresentations during the Class Period in relation to 

its relationships with it Als. 

(i) Sino Misrepresents the Degree of its Reliance on its Als 

159. On March 30, 2007, Sino issued and filed on SEDAR its 2006 AlF. In that AlF, Sino 

stated: 

... PRC laws and regulations require foreign companies to obtain licenses to engage in 
any business activities in the PRe. As a result of these requirements, we currently engage 
in our trading activities through PRC authorized intermediaries that have the requisite 
business licenses. There is no assurance that the PRC government will not take action to 
restrict our ability to engage in trading activities through our authorized intermediaries. 
In order to reduce our reliance on the authorized intermediaries, we intend to use a 
WFOE in the PRe to enter into contracts directly with suppliers of raw timber, and 
then process the raw timber, or engage others to process raw timber on its behalf, and 
sell logs, wood chips and wood-based products to customers, although it would not be 
able to engage in pure trading activities. 

[Emphasis added.] 

160. In its 2007 AlF, 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 standing timber. In fact, contrary to Sino's purported intention to reduce its 

reliance on its Als, Sino's reliance on its Als in fact increased during the Class Period. 
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(ii) Sino Misrepresents the Tax-related Risks Arisingfrom its use of Als 

163. Throughout the Class Period, Sino materially understated the tax-related risks arising 

from its use of Als. 

164. Tax evasion penalties in the PRC are severe. Depending on whether the PRC authorities 

seek recovery of unpaid taxes by means of a civil or criminal proceeding, its claims for unpaid 

tax are subject to either a five- or ten-year limitation period. The unintentional failure to pay 

taxes is subject to a 0.05% per day interest penalty, while an intentional failure to pay taxes is 

punishable with fmes of up to five times the unpaid taxes, and confiscation of part or all of the 

criminal's personal properties maybe also imposed. 

165. Therefore, because Sino professed to be unable to determine whether its AIs have paid 

. required taxes, the tax-related risks arising from Sino's use of 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 fmancial 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 BVI subsidiaries, and 

depending also on whether one assumes that Sino's Als have paid no income taxes or have paid 

50% of the income taxes due to the PRC, then Sino's tax accruals in its 2007, 2008, 2009 and 

2010 Audited Annual Financial Statements were understated by, respectively, US$10 million to 

US$150 million, US$50 million to US$260 million, US$81 million to US$371 million, and 

US$83 million to US$493 million. Importantly, were one to consider the impact of unpaid taxes 

other than unpaid income taxes (for example, unpaid value~added taxes), then the amounts by 
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which Sino's tax accruals were understated in these fmancial statements would be substantially 

larger. 

167. The aforementioned estimates of the amounts by which Sino's tax accruals were 

understated also assume that the PRC tax authorities only impose interest charges on Sino's BVI 

Subsidiaries and impose no other penalties for unpaid taxes, and assume further that the PRC 

authorities seek back taxes only for the preceding five years. As indicated above, each of these 

assumptions is likely to be unduly optimistic. In any case, Sino's inadequate tax accruals 

violated GAAP, and constituted misrepresentations. 

168. Sino also violated GAAP in its 2009 Audited Annual Financial Statements by failing to 

apply to its 2009 fmancial results the PRC tax guidance that was issued in February 2010. 

Although that guidance was issued after year-end 2009, GAAP required that Sino apply that 

guidance to its 2009 financial results, because that guidance was issued in the subsequent events 

period. 

169. Based upon Sino's reported profit margins on its dealings with Als, which margins are 

extraordinary both in relation to the profit margins of Sino's peers, and in relation to the limited 

risks that Sino purports to assume in its transactions with its Als, Sino's Als are not satisfying 

their tax obligations, a fact that was either known to the Defendants or ought to have been 

known. If Sino's extraordinary profit margins are real, then Sino and its Als must be dividing 

the gains from non-payment of taxes to the PRe. 

170. During the Class Period, Sino never disclosed the true nature of the tax-related risks to 

which it was exposed. This omission, in violation of GAAP, rendered each of the following 

statements a misrepresentation: 
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(a) In the 2006 Annual Financial Statements, note 11 [b] "Provision for tax related 

liabilities" and associated text; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the AlF dated March 30, 2007, the section "Estimation of the Company's 

provision for income and related taxes," and associated text; 

(d) In the Q 1 and Q2 2007 Financial Statements, note 5 "Provision for Tax Related 

Liabilities," and associated text; 

(e) In the Q3 2007 Financial Statements, note 6 "Provision for Tax Related 

Liabilities," and associated text; 

(f) In the 2007 Annual Financial Statements, note 13 [b] "Provision for tax related 

liabilities," and associated text; 

(g) In the 2007 Annual MD&A and Amended 2007 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(h) In the AlF dated March 28, 2008, the section "Estimation of the Corporation's 

provision for income and related taxes," and associated text; 

(i) In the Ql, Q2 and Q3 2008 Financial Statements, note 12 "Provision for Tax 

Related Liabilities," and associated text; 

U) In the Q 1, Q2 and Q3 2008 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(k) In the July 2008 Offering Memorandum, the subsection "Taxation" in the section 

"Management's Discussion and Analysis of Financial Condition and Results of 

Operations," and associated text; 
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(1) In the 2008 Annual Financial Statements, note 13 [d] "Provision for tax related 

liabilities," and associated text; 

(m) In the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(n) In the AIF dated March 31,2009, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(0) In the Ql, Q2 and Q3 2009 Financial Statements, note 13 "Provision for Tax 

Related Liabilities," and associated text; 

(p) In the Q 1, Q2 and Q3 2009 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(q) In the 2009 Annual Financial Statements, note 15 [d] "Provision for tax related 

liabilities," and associated text; 

(r) In the 2009 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(s) In the AIF dated March 31,2010, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(t) In the Ql and Q2 2010 Financial Statements, note 14 "Provision for Tax Related 

Liabilities," and associated text; 

(u) In the Ql and Q2 2010 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 
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(v) In the Q3 2010 Financial Statements, note 14 "Provision and Contingencies for 

Tax Related Liabilities," and associated text; and 

(w) In the Q3 2010 MD&As, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; 

(x) In the October 2010 Offering Memorandum, the subsection "Taxation" in the 

section "Selected Financial Information," and associated text; 

(y) In the 2010 Annual Financial Statements, note 18 "Provision and Contingencies 

for Tax Related Liabilities," and associated text; 

(z) In the 2010 Annual MD&A, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; and 

(aa) In the AIF dated March 31,2011, the section "We may be liable for income and 

related taxes to our business and operations, particularly our 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 fmancial 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 ofGAAP. 

172. During the Class Period, Sino also failed to disclose in any of the Impugned Documents 

that were AIFs, MD&As, fmancial statements, Prospectuses or Offering Memoranda, the risks 

relating to the repatriation of its earnings from the PRC. In 2010, Sino added two new sections 

to its AIF regarding the risk that it would not be able to repatriate earnings from its BVI 

subsidiaries (which deal with the AIs). The amount of retained earnings that may not be able to 

be repatriated is stated therein to be US$I.4 billion. Notwithstanding this disclosure, Sino did not 
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disclose in these Impugned Documents that it would be unable to repatriate any earnings absent 

proofofpayment ofPRC taxes, which it has admitted that it lacks. 

(iii) Sino Misrepresents its Accounting Treatment of its Als 

173. In addition, there are material discrepancies in Sino's descriptions of its accounting 

treatment of its AIs. Beginning in the 2003 AIF, Sino described its AIs 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 authorized intermediaries for accounting purposes as being both our 
suppliers and customers in these transactions. 

[Emphasis added.] 

174. Sino's disclosures were consistent in that regard up to and including Sino's fIrst AIF 

issued in the Class Period (the 2006 AIF), which states: 

Because of the provisions in the Operational Procedures that specify when we and 
the AI assume the risks and obligations relating to the raw timber or wood chips, 
as the case may be, we treat these transactions for accounting purposes as 
providing that we take title to the raw timber when it is delivered to the AI. Title 
then passes to the AI once the timber is processed into wood chips. Accordingly, 
we treat the AI for accounting purposes as being both our supplier and 
customer in these transactions. 

[Emphasis added.] 

175. In subsequent AIFs, Sino ceased without explanation to disclose whether it treated AIs 

for accounting purposes as being both the supplier and the customer. 

176. Following the issuance of Muddy Waters' report on the last day of the Class Period, 

however, Sino declared publicly that Muddy Waters was "wrong" in its assertion that, for 

accounting purposes, Sino treated its AIs as being both supplier and customer in transactions. 

This claim by Sino implies either that Sino misrepresented its accounting treatment of AIs in its 
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2006 AlF (and in its AlFs for prior years), or that Sino changed its accounting treatment of its 

Als after the issuance of its 2006 AlF. If the latter is true, then Sino was obliged by GAAP to 

disclose its change in its accounting treatment of its Als. It failed to do so. 

F. Misrepresentations relating to Sino's Cash Flow Statements 

177. Given the nature of Sino's operations, that of a frequent trader of standing timber, Sino 

improperly accounted for its purchases of timber assets as "Investments" in its Consolidated 

Statements Of Cash Flow. In fact, such purchases are "Inventory" within the meaning ofGAAP, 

given the nature of Sino's business. 

178. Additionally, Sino violated the GAAP 'matching' principle in treating timber asset 

purchases as "Investments" and the sale of timber assets as "Inventory": cash flow that came into 

the company was treated as cash flow from operations, but cash flow that was spent by Sino was 

treated as cash flow for investments. As a result, "Additions to timber holding" was improperly 

treated as a "Cash Flows Used In Investing Activities" instead of "Cash Flows From Operating 

Activities" and the item "Depletion of 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 Sino 

was a far more successful cash generator than it was. Such mismatching and misclassification is 

a violation ofGAAP. 

180. Cash Flows From Operating Activities are one ofthe crucial metrics used by the fmancial 

analysts who followed Sino's performance. These misstatements were designed to, and did, 

have the effect of causing such analysts to materially overstate the value of Sino. This material 
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overstatement was incorporated into various research reports made available to the Class 

Members, the market and the public at large. 

181. Matching is a foundational requirement ofGAAP reporting. E&Y and BDO were aware, 

at all material times, that Sino was required to adhere to the matching principle. If E&Y and 

BDO had conducted GAAS-complaint audits, they would have been aware that Sino's reporting 

was not GAAP compliant with regard to the matching principle. Accordingly, if they had 

conducted GAAS-compliant audits, the statements by E&Y and BDO that Sino's reporting was 

GAAP-compliant were not only false, but were made, at a minimum, recklessly. 

182. Further, at all material times, E&Y and BDO were aware that misstatements in Cash 

Flows From Operating Activities would materially impact the market's valuation of Sino. 

183. Accordingly, in every Impugned Document that is a fmancial statement, the Consolidated 

Statements Of Cash Flow are a misrepresentation and, particularly, the Cash Flows From 

Operating Activities item and associated figures is materially overstated, the "additions to timber 

holdings" item and figures is required to be listed as Cash Flows From Operating Activities, and 

the "depletion of timber 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, and/or an administrative fmes of no more than RMB 500,000. Possible criminal 

punishment included a criminal fme from 1 to 5 times the amount of the profits gained. 

185. Consequently, were Sino's BVI subsidiaries to have been engaged in unlicensed in 

"business activities" in the PRC during the Class Period, they would have been exposed to risks 

. that were highly material to Sino. 

186. Under PRC law, the term "business activities" generally encompasses any for-profit 

activities, and Sino's BVI subsidiaries were in fact engaged in unlicensed "business activities" in 

the PRC during the Class Period. However, Sino did not disclose this fact in any of the 

Impugned Documents, including in its AlFs for 2008-2010, which purported to make full 

disclosure of the material risks to which Sino was then exposed. 

(ii) Sino fails to disclose that no proceeds were paid to it by its Als 

187. In the Second Report, Sino belatedly revealed that: 

In practice, proceeds from the Entrusted Sale Agreements are not paid to SF but 
are held by the Als as instructed by SF and subsequently used to pay for further 
purchases of standing timber by the same or other BVIs. The Als will continue to 
hold these proceeds until the Company instructs 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, Sino made the following statements during the Class Period in 

relation to the proceeds paid to it by its AIs, each of which was materially misleading and 

therefore a misrepresentation: 

(a) In the 2005 fmancial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other PRC liabilities" [emphasis added]; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the 2006 fmancial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other liabilities denominated in Renminbi" [emphasis added]; 

(d) In the 2007 fmancial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi;" 

(e) In the 2008 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; 

(f) In the 2009 fmancial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; and 
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(g) 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 

liabilities denominated in Renminbi" [emphasis added]. 

H. Misrepresentations relating to Sino's GAAP Compliance and the Auditors' GAAS 
Compliance 

(i) Sino, Chan and Horsley misrepresent that Sino complied with GAAP 

189. In each of its Class Period fmancial statements, Sino represented that its fmancial 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

190. In particular, Sino misrepresented in those fmancial statements that it was GAAP-

compliant as follows: 

(a) In th~ annual statements filed on March 19, 2007, at Note 1: "These consolidated 

fmancial statements Sino-Forest Corporation (the "Company") have been 

prepared in United States dollars in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual fmancial statements filed on March 18, 2008, at Note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 

(c) In the annual fmancial statements filed on March 16, 2009, 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"; 
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(d) In the annual financial statements filed on March 16, 2010, at note 1: "The 

consolidated fmancial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; and 

(e) In the annual fmancial statements filed on March 15, 2011, at note 1: "The 

consolidated fmancial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles". 

191. In each of its Class Period MD&As, Sino represented that its reporting was GAAP-

compliant, which was a misrepresentation for the reasons set out elsewhere herein. 

192. In particular, Sino misrepresented in those MD&As that it was GAAP-compliant as 

follows: 

(a) In the annual MD&A filed on March 19, 2007: "Except where otherwise 

indicated, all fmancial information reflected herein is determined on the basis 0 f 

Canadian generally accepted accounting principles (GAAP)"; 

(b) In the quarterly MD&A filed on May 14, 2007: "Except where otherwise 

indicated, all fmancial information reflected herein is determined on the basis of 

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

(c) In the quarterly MD&A filed on August 13, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

(d) In the quarterly MD&A filed on November 12, 2007: "Except where otherwise 

indicated, all fmancial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 
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(e) In the annual MD&A filed on March 18, 2008: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(f) In the amended annual MD&A filed on March 28,2008: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(g) In the quarterly MD&A filed on May 13, 2008: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

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

(h) In the quarterly MD&A filed on August 12, 2008: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

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

(i) In the quarterly MD&A filed on November 13, 2008: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

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

(j) In the annual MD&A filed on March 16, 2009: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(k) In the amended annual MD&A filed on March 17, 2009: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(1) In the quarterly MD&A filed on May 11, 2009: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(m) In the quarterly MD&A filed on August 10, 2009: "Except where otherwise 

indicated, all fmancial infonnation reflected herein is detennined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 
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(n) In the quarterly MD&A filed on November 12, 2009: "Except where otherwise 

'indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(0) In the annual MD&A files on March 16, 2010: "Except where otherwise 

indicated, all fmancial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(p) In the quarterly MD&A filed on May 12, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(q) In the quarterly MD&A filed on August 10, 2010: "Except where otherwise 

indicated, all fmancial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(r) In the quarterly MD&A filed on November 10, 2010: "Except where otherwise 

indicated, all fmancial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; and 

(s) In the annual MD&A filed on March 15, 2011: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")." 

193. In the Offerings, Sino represented that its reporting was GAAP-compliant, which was a 

misrepresentation for the reasons set out elsewhere herein, 

194. In particular, Sino misrepresented in the Offerings that it was GAAP-compliant as 

follows: 

(a) In the July 2008 Offering Memorandum: "We prepare our fmancial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their- audit of our 
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fmancial statements in accordance with auditing standards generally accepted in 

Canada" and "Each of the foregoing reports or financial statements will be 

prepared in accordance with Canadian generally accepted accounting principles 

other than for reports prepared for fmancial periods commencing on or after 

January 1, 2011 [ ... ]"; 

(b) In the June 2009 Offering Memorandum: "We prepare our fmancial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

fmancial statements in accordance with auditing standards generally accepted in 

Canada," "The audited and unaudited conso lidated fmancial statements were 

prepared in accordance with Canadian GAAP," "Our audited and consolidated 

fmancial statements for the years ended December 31, 2006, 2007 and 2008 and 

our unaudited interim consolidated financial statements for the three-month 

periods ended March 31, 2008 and 2009 have been prepared in accordance with 

Canadian GAAP'" .- , 

(c) In the June 2009 Offering Memorandum: "We prepare our fmancial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

fmancial statements in accordance with auditing standards generally accepted in 

Canada" and "The audited and unaudited consolidated fmancial statements were 

prepared in accordance with Canadian GAAP"; and 

(d) In the October 2010 Offering Memorandum: "We prepare our fmancial 

statements on a consolidated basis in accordance with accounting principles 

generally accepted in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct 

their audit of our fmancial statements in accordance with auditing standards 

generally accepted in Canada," "The audited and unaudited consolidated financial 

statements were prepared in accordance with Canadian GAAP," "Our audited and 

consolidated fmancial statements for the years ended December 31,2007, 2008 

and 2009 and our unaudited interim consolidated fmancial statements for the six-
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month periods ended June 30, 2009 and 2010 have been prepared in accordance 

with Canadian G AAP." 

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) In the annual statements filed on March 19, 2007 Chan and Horlsey stated: "The 

consolidated fmancial statements contained in this Annual Report have been 

prepared by management in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual fmancial statements filed on March 18, 2008 Chan and Horlsey 

stated: "The consolidated fmancial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(c) In the annual fmancial statements filed on March 16, 2009 Chan and Horlsey 

stated: "The consolidated fmancial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(d) In the annual fmancial statements filed on March 16, 2010 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; and 

(e) In the annual fmancial statements filed on March 15, 2011 Chan and Horlsey 

stated: "The conso lidated fmancial statements contained in this Annual Report 
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have been prepared by management m accordance with Canadian generally 

accepted accounting principles." 

(iiJ 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 fmancial statements, E&Y or BDO, as the case 

may be, represented that Sino's reporting was GAAP-compliant, which was a misrepresentation 

for the reasons set out elsewhere herein. In addition, in each such annual fmancial 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 fmancial statements were 

GAAP-compliant and that they had conducted their audits in compliance with GAAS as follows: 

(a) In Sino's annual fmancial 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 fmancial statements present 

fairly, in all material respects, the fmancial position of the Company as at 

December 31,2006 and 2005 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the June 2007 Prospectus, BDO stated: "We have complied with Canadian 

generally accepted standards for an auditor's involvement with offering 

documents"; 

(c) In Sino's annual fmancial 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 fmancial position of the Company as at 
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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 financial statements as at December 31, 2006 and for the year then ended 

were audited by other auditors who expressed an opinion without reservation on 

those statement~ in their report dated March 19, 2007"; 

(d) In the July 2008 Offering Memorandum, BDO stated: "We conducted our audit in 

accordance with Canadian generally accepted auditing standards" and "In our 

opinion, these consolidated fmancial statements present fairly, in all material 

respects, the fmancial 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 opinion, these consolidated fmancial 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 with Canadian generally accepted accounting 

principles"; 

(e) In Sino's annual fmancial statements filed on March 16,2009, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the fmancial position of the Company as at 

December 31, 2008 and 2007 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(f) In Sino's annual financial statements filed on March 16, 2010, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2009 and 2008 and the results of its operations and its cash flows 
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for the years then ended m accordance with Canadian generally accepted 

accounting principles"; and 

(g) In Sino's annual fmancial statements filed on March 15, 2011, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards." and "In our opinion, the consolidated fmancial statements present 

fairly, in all material respects, the fmancial position of Sino-Forest corporation as 

at December 31, 2010 and 2009 and the results 0 f its operations and cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles." 

(iii) The Market Relied on Sino's Purported GAAP-compliance and E&Y's and BDO 's 
purported GAAS-compliance in Sino's Financial Reporting 

199. As a public company, Sino communicated the results it claimed to have achieved to the 

Class Members via quarterly and annual fmancial results, among other disclosure documents. 

Sino's auditors, E&Y and BDO, as the case may be, were instrumental in the communication of 

Sino's financial information to the Class Members. The auditors certified that the financial 

statements were compliant with GAAP and that they had performed their audits in compliance 

with GAAS. Neither was true. 

200. The Class Members invested in Sino's securities on the critical premIse that Sino's 

fmancial statements were in fact GAAP-compliant, and that Sino's auditors had m fact 

conducted their audits in compliance with GAAS. Sino's reported fmancial results were also 

followed by analysts at numerous fmancial institutions. These analysts promptly reported to the 

market at large when Sino made earnings announcements, and incorporated into their Sino-

related analyses and reports Sino's purportedly GAAP-compliant fmancial results. These 

analyses and reports, in tum, significantly affected the market price for Sino's securities. 
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201. The market, including the Class Members, would not have relied on Sino's financial 

reporting had the auditors disclosed that Sino's fmancial statements were not reliable or that they 

had not followed the processes that would have amply revealed that those statements were 

reliable. 

Vll. CHAN'S AND HORSLEY'S FALSE CERTIFICATIONS 

202. Pursuant to National Instrument 52-109, the defendants Chan, asCEO, 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 AlFs (and all documents incorporated into the AlFs). Such 

certifications included statements that the filings "do not contain any untrue statement of a 

material fact or omit to state a material fact required to be stated or that is necessary to make a 

statement not misleading in light of the circumstances under which it was made" and that the 

reports "fairly present in all material respects the fmancial 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 above. 

Accordingly, the certifications given by Chan and Horsley were false and were themselves 

misrepresentations. Chan and Horsley made such false certifications knowingly or, at a 

minimum, recklessly. 

VIII. THE TRUTH IS REVEALED 

204. On June 2, 2011, Muddy Waters issued its initial report on Sino, and stated in part 

therein: 
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Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures - even though, because ofTRE's default on its investment obligations, 
the N never went into operation. TRE just lied. 

The foundation ofTRE's fraud is a convoluted structure whereby it claims to run 
most of its revenues through "authorized intermediaries" ("AI"). AIs are 
supposedly timber trader customers who purportedly pay much of TRE's value 
added and income taxes. At the same time, these AIs 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. IfTRE really were processing over one billion dollars in sales through AIs, 
TRE and the AIs 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 purports to have 
purchased $2.891 billion in standing timber under master agreements since 2006 
[ ... ] 

[ ... ] 

Valuation 

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the 
potential recovery, we value its equity at less than $1.00 per share. 

205. Muddy Waters' report also disclosed that (a) Sino's business is a fraudulent scheme; (b) 

Sino systemically overstated the value of its assets; (c) Sino failed to disclose various related 

party transactions; (d) Sino misstated that it had enforced high standards of governance; (e) Sino 

misstated that its reliance on the AIs had decreased; (f) Sino misrepresented the tax risk 

associated with the use of Als; and (g) Sino failed to disclose the risks relating to repatriation of 

earnings from PRe. 

206. After Muddy Waters' initial report became public, Sino shares fell to $14.46, at which 

point trading was halted (a decline of 20.6% from the pre-disclosure close of $18.21). 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 redacted form. Therein, the 

Committee summarized its fmdings: 

B. Overview of Principal Findings 

The following sets out a very high level overview of the IC's principal fmdings 
and should be read in conjunction with the balance ofthis report. 

Timber Ownership 

[ ... ] 

The Company does not obtain registered title to BVI purchased plantations. In 
the case of the BVls' plantations, the IC has visited forestry bureaus, Suppliers 
and AIs to seek independent evidence to establish a chain of title or payment 
transactions to verify such acquisitions. The purchase contracts, set-off 
arrangement documentation and forestry bureau confIrmations constitute the 
documentary evidence as to the Company's contractual or other rights. The IC 
has been advised that the Company's rights to such plantations could be open to 
challenge. However, Management has advised that, to date, it is unaware of any 
such challenges that have not been resolved with the Suppliers in a manner 
satisfactory to the Company. 

Forestry Bureau ConfIrmations and Plantation Rights CertifIcates 

Registered title, through Plantation Rights CertifIcates is not available in the 
jurisdictions (i.e. cities and counties) examined by the IC Advisors for standing 
timber that is held without land use/lease rights. Therefore the Company was not 
able to obtain Plantation Rights Certificates for its BVIs standing timber assets 
in those areas. In these circumstances, the Company sought confIrmations from 
the relevant local forestry bureau acknowledging its rights to the standing timber. 

The IC Advisors reviewed forestry bureau confIrmations for virtually all BVIs 
assets and non-Mandra WFOE purchased plantations held as at December 31, 
2010. The IC Advisors, in meetings organized by Management, met with a 
sample of forestry bureaus with a view to obtaining verifIcation ofthe 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 
confrrmations as to the Company's contractual rights to the Company in respect 
of 111,177 Ha. as of December 31,2010 and 133,040 Ha. as of March 31,2011, 
and have acknowledged the issuance of existing confIrmations issued to the 
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Company as to certain rights, among other things, in respect of 113,058 Ha. as of 
December 31,2010. 

Forestry bureau confirmations are not officially recognized documents and are 
not issued pursuant to a legislative mandate or, to the knowledge of the IC, a 
published policy. It appears they were issued at the request of the Company or 
its Suppliers. The confmnations are not title documents, in the Western sense of 
that term, although the IC believes they should be viewed as comfort indicating 
the relevant forestry bureau does not dispute SF's claims to the standing timber to 
which they relate and might provide comfort in case of disputes. The purchase 
contracts are the primary evidence ofthe Company's interest in timber assets. 

In the meetings with forestry bureaus, the IC Advisors did not obtain significant 
insight into the internal authorization or diligence processes undertaken by the 
forestry bureaus in issuing confirmations and, as reflected elsewhere in this 
report, the IC did not have visibility into or complete comfort regarding the 
methods by which those confirmations were obtained. It should be noted that 
several Suppliers observed that SF was more demanding than other buyers in 
requiring forestry bureau confmnations. 

Book Value of Timber 

Based on its review to date, the IC is satisfied that the book value of the BVIs 
timber assets of $2.476 billion reflected on its 2010 Financial Statements and of 
SP WFOE standing timber assets of$298.6 million reflected in its 2010 Financial 
Statements reflects the purchase prices for such assets as set out in the BVIs and 
WFOE standing timber purchase contracts reviewed by the IC Advisors. Further, 
the purchase prices for such BVIs timber assets have been reconciled to the 
Company's fmancial statements based on set-off documentation relating to such 
contracts that were reviewed by the IC. However, these comments are also 
subject to the conclusions set out above under "Timber Ownership" on title and 
other rights to plantation assets. 

The IC Advisors reviewed documentation acknowledging the execution of the 
set-off arrangements between Suppliers, the Company and AIs for the 2006-2010 
period. However, the IC Advisors were unable to review any documentation of 
AIs or Suppliers which independently verified movements of cash in connection 
with such set-off arrangements between Suppliers, the Company and the AIs 
used to settle purchase prices paid to Suppliers by AIs on behalf of SF. We note 
also that the independent valuation referred to in Part VIII below has not yet been 
completed. 

Revenue Reconciliation 

As reported in its First Interim Report, the Ie has reconciled reported 2010 total 
revenue to the sales prices in BVIs timber sales contracts, together with macro 
customer level data from other businesses. However, the IC was unable to review 
any documentation of AIs or Suppliers which independently verified movements 
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of cash in connection with set-off arrangements used to settle purchase prices 
paid, or sale proceeds received by, or on behalf of SF. 

Relationships 

• Yuda Wood: The IC is satisfied that Mr. Huang Ran is not currently an 
employee of the Company and that Yuda Wood is not a subsidiary of the 
Company. However, there is evidence suggesting close cooperation (including 
administrative assistance, possible payment of capital at the time of 
establishment, joint control of certain of Yuda Wood's RMB bank accounts and 
the numerous emails indicating coordination of funding and other business 
activities). Management has explained these arrangements were mechanisms that 
allowed the Company to monitor its interest in the timber transactions. Further, 
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship in 
a number of Suppliers (See Section VI.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 questions are being reviewed 
by the IC and may not be capable of independent verification . 

• Other: The IC's review has identified other situations which require further 
review. These situations suggest that the Company may have close relationships 
with certain Suppliers, and certain Suppliers and AIs may have. cross­
ownership and other relationships with each other. The IC notes that in the 
interviews conducted by the IC with selected AIs and Suppliers, all such parties 
represented that they were independent of SF. Management has very recently 
provided information and analysis intended to explain these situations. The IC is 
reviewing this material from Management and intends to report its findings in this 
regard in its [mal report to the Board. S<?me of such information and explanations 
may not be capable of independent verification . 

• Accounting Considerations: To the extent that any of SF's purchase and sale 
transactions are with related parties for accounting purposes, the value of these 
transactions as recorded on the books and records of the Company may be 
impacted. 

[ ... ] 

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 clear defmition of what constitutes "business activities" under Chinese law and 
there are different views among the IC's Chinese counsel and the Company's 
Chinese counsel as to whether the purchase and sale of timber in China as 

51 
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undertaken by the BVIs could be considered to constitute "business activities" 
within China. In the event that the relevant Chinese authorities consider the 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 II.B.2 

C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its 
attempts to implement a robust independent process which would yield reliable 
results. Among those challenges are the following: 

(a) Chinese Legal Regime for Forestry: 

• national laws and policies appear not yet to be implemented at all local levels; 

• in practice, none of the local jurisdictions tested in which BVIs hold standing 
timber appears to have instituted a government registry and documentation system 
for the ownership of standing timber as distinct from a government registry 
system for the ownership of plantation land use rights; 

• the registration of plantation land use rights, the issue of Plantation Rights 
Certificates and the establishment of registries, is incomplete in some jurisdictions 
based on the information available to the IC; 

• as a result, title to standing timber, when not held in conjunction with a land 
use right, cannot be definitively proven by reference to a government 
maintained register; and 

• Sino-Forest has requested confirmations from forestry bureaus of its acquisition 
of timber holdings (excluding land leases) as additional evidence of ownership. 
Certain forestry bureaus and Suppliers have indicated the confirmation was 
beyond the typical diligence practice in China for acquisition of timber holdings. 

(b) Obtaining Information from Third Parties: For a variety of reasons, all ofthem 
outside the control of the IC, it is very difficult to obtain information from third 
parties in China. These reasons include the following: 

• many of the third parties from whom the IC wanted information (e.g., Als, 
Suppliers and forestry bureaus) are not compel/able by the Company or 
Canadian legal processes; 

• third parties appeared to have concerns relating to disclosure of information 
regarding their operations that could become public or fall into the hands of 
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Chinese government authorities: many third parties explained their reluctance to 
provide requested documentation and information as being "for tax reasons" 
but declined to elaborate; and 

• awareness of MW allegations, investigations and infonnation 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. 

[ ... ] 

(e) Corporate Governance/Operational Weaknesses: Management has asserted 
that business in China is based upon relationships. The IC and the IC Advisors 
have observed this through their efforts to obtain meetings with forestry bureaus, 
Suppliers and AIs 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 fmalizing 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 controls over 
fmancial reporting, recognizing the disclosed weakness, detennined that the 
design and controls were ineffective. The Chairman and Chief Financial Officer 
provided annual and quarterly certifications of their regulatory filings. Related to 
this weakness the following challenges presented themselves in the examination 
by the IC and the IC Advisors: 

• operational and administration systems that are generally not sophisticated 
having regard to the size and complexity of the Company's business and in 
relation to North American practices; including: 

• incomplete or inadequate record creation and retention practices; 

• contracts not maintained in a central location; 

• significant volumes of data maintained across multiple locations on 
decentralized servers; 

• data on some servers in China appearing to have been deleted on an 
irregular basis, and there is no back-up system; 

• no integrated accounting system: accounting data is not maintained on a 
single, consolidated application, which can require extensive manual 
procedures to produce reports; and 
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• a treasury function that was centralized for certain major financial' 
accounts, but was not actively involved in the control or management of 
numerous local operations bank accounts; 

• no internal audit function although there is evidence the Company has 
undertaken and continues to assess its disclosure controls and procedures and 
internal controls over fmancial reporting using senior Management and 
independent control consultants; 

• SF employees conduct Company affairs from time to time using personal 
devices and non-corporate email addresses which have been observed to be 
shared across groups of staff and changed on a periodic and organized basis; this 
complicated and delayed the examination of email data by the IC Advisors; and 

• lack of full cooperation/openness in the ICs examination from certain members 
of Management. 

(f) Complexity, Lack of Visibility into, and Limitations of BVIs Model: The use 
of AIs and Suppliers as an essential feature of the BVIs standing timber 
business model contributes to the lack of visibility into title documentation, cash 
movements and tax liability since cash settlement in respect of the BVIs 
standing timber transactions takes place outside of the Company's books. 

(g) Cooperation and openness of the Company's executives throughout the 
process: From the outset, the IC Advisors sought the full cooperation and support 
of Allen Chan and the executive management team. Initially, the executive 
management team appeared ill-prepared to address the IC's concerns in an 
organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the IC Advisors' examination. In any event, significant 
amounts of material information, particularly with respect to the relationship 
with Yuda Wood, interrelationships between AIs and/or Suppliers, were not 
provided to the IC Advisors as requested. In late August 2011 on the instructions 
of the IC, interviews of Management were conducted by the IC Advisors in which 
documents evidencing these connections were put to the Management for 
explanation. As a result of these interviews (which were also attended by BJ) the 
Company placed certain members of Management on administrative leave upon 
the advice of Company counsel. At the same time the OSC made allegations in 
the CTO of Management misconduct. 

[ ... ] 

(h) Independence of the IC Process: The cooperation and collaboration of the IC 
with Management (operating under the direction of the new Chief Executive 
Officer) and with Company counsel in completing certain aspects of the IC's 
mandate has been noted by the OSC and by E&Y. Both have questioned the 
degree of independence of the IC from Management as a result of this 
interaction. The IC has explained the practical impediments to its work in the 
context of the distinct business 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, further hampered the IC's ability to conduct its process. As a result, the 
work of the IC was frequently done with the assistance of, or in reliance on, the 
new Chief Executive Officer and his Management team and Company counsel. 
Given that Mr. Martin was, in effect, selected by the IC and BJ was appointed in 
late June 2011, the 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] 

208. On January 31,2012, Sino released the Final Report. In material part, it read: 

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

In December 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 bondho lders. 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. 

[ ... ] 

II. RELATIONSHIPS 

The objectives of the IC's examination of the Company's relationships with its 
AIs and Suppliers were to determine, in light of the MW allegations, if such 
relationships are arm's length and to obtain, if possible, independent verification 
of the cash flows underlying the set-off transactions described in Section ILA of 
the Second Interim Report. That the Company's relationships with its AIs and 
Suppliers be arm's length is relevant to SF's ability under GAAP to: 

• book its timber assets at cost in its 2011 and prior years' financial statements, 
both audited and unaudited 

• recognize revenue from standing timber sales as currently reflected in its 2011 
and prior years' financial statements, both audited and unaudited. 

A. Yuda Wood 

Yuda Wood was founded in April 2006 and was until 2010 a Supplier of SF. Its 
business with SF from 2007 to 2010 totalled approximately 152,164 Ha and RMB 
4.94 billion. Section VLA 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 [mdings to date. The IC concluded that Huang Ran is not currently 
an employee, and that Yuda Wood is not a subsidiary, of the Company. However, 
there is evidence suggesting a close cooperation between SF and Yuda Wood 
which the IC had asked Management to explain. At the time the Second Interim 
Report was issued, the IC was continuing to review Management's explanations 
of a number of Yuda Wood-related emails and certain questions arising there­
from. 

Subsequent to the issuance of its Second Interim Report in mid-November, the IC, 
with the assistance of the IC Advisors, has reviewed the Management responses 
provided to date relating to Yuda Wood and has sought further explanations and 
documentary support for such explanations. This was supplementary to the 
activities of the Audit Committee of SF and its advisors who have had during this 
period primary carriage of examining Management's responses on the interactions 
of SF and Yuda Wood. While many answers and explanations have been 
obtained, the IC believes that they are not yet sufficient to allow it to fully 
understand the nature and scope of the relationship between SF and Yuda 
Wood. Accordingly, based on the information it has obtained, the Ie is still 
unable to independently verify that the relationship of Yuda Wood is at arm's 
length to SF. It is to be noted that Management is of the view that Yuda Wood is 
unrelated to SF for accounting purposes. The IC remains satisfied that Yuda is 
not a subsidiary of SF. Management continues to undertake work related to Yuda 
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Wood, including seeking documentation from third parties and responding to e­
mails where the responses are not yet complete or prepared. Management has 
provided certain banking records to the Audit Committee that the Audit 
Committee advises support Management's position that SF did not capitalize 
Yuda Wood (but that review is not yet completed). The IC anticipates that 
Management will continue to work with the Audit Committee, Company counsel 
and E& Y on these issues. 

B. Other Relationships 

Section VLB.1 of the Second Interim Report described certain other relationships 
which had been identified in the course of the IC's preparation for certain 
interviews with Als and 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); (ii) an AI 
with a former SF employee in a senior position; (iii) potential relationships 
between Als and Suppliers; (iv) set-off payments for BVI standing timber 
purchases being made by companies that are not Als and other setoff 
arrangements involving non-AI entities; (v) payments by Als to potentially 
connected Suppliers; and (vi) sale of standing timber to an AI potentially 
connected to a Supplier of that timber. Unless expressly addressed herein, the 
Ie has no further update of a material nature on the items raised above. 

On the instructions of the IC, the IC Advisors gave the details of these possible 
relationships to Management for further follow up and explanation. Just prior to 
the Second Interim Report, Management provided information regarding Als and 
Suppliers relationships among the Company and such parties. 

This information was in the form of a report dated November 10, 2011, 
subsequently updated on November 21, 2011 and January 20, 2012 (the latest 
version being the "Kaitong Report") prepared by Kaitong Law Firm ("Kaitong"), 
a Chinese law firm which advises the Company. The Kaitong Report has been 
separately delivered to the Board. Kaitong has advised that much of the 
information in the Kaitong Report was provided by Management and has not 
been independently verified by such law firm or the 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 SAlC 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 thereofand, in most instances, in any other capacity. 

(ii) Suppliers and Als with Former SF Personnel: The appendices to the 
Kaitong Report list certain Suppliers that have former SF personnel as 
current shareholders. 

(iii) Common Shareholders Between Suppliers and Als: The Kaitong Report 
states that there are 5 Suppliers and 3 Als with current common shareholders 
but there is no cross majority ownership positions between Suppliers and Als. 

(iv) Transactions Involving Suppliers and Als that have Shareholders in common: 
The Kaitong Report states that, where SF has had transactions with Suppliers and 
Als that have certain current shareholders in common as noted above, the subject 
timber in those transactions is not the same; that is, the timber which SF buys 
from such Suppliers and the timber which SF sells to such Als are located in 
different counties or provinces. 

The IC Advisors have reviewed the Kaitong Report on behalf of the Ie. The IC 
Advisors liaised with Kaitong and met with Kaitong and current and former 
Management. A description of the Kaitong Report and the Ie's fmdings and 
comments are summarized below. By way of summary, the Kaitong Report 
provides considerable information regarding relationships among Suppliers and 
Als, and between them and SF, but much of this information related to the 
relationship of each backer with the associated Suppliers and Als is not supported 
by any documentary or other independent evidence. As such, some of the 
information provided is unverified and, particularly as it relates to the nature of 
the relationships with the backers, is viewed by the Ie to be likely unverifiable 
by it. 

1. Backers to Suppliers and Als 

[ ... ] 

Given the general lack of information on the backers or the nature and scope of 
the relationships between the Suppliers or Als and their respective backers and the 
absence of any documentary support or independent evidence of such 
relationships, the IC has been unable to reach any conclusion as to the existence, 
nature or importance of such relationships. As a result, the Ie is unable to assess 
the implications, if any, of these backers with respect to SF's relationships with 
its Suppliers or Als. Based on its experience to date, including interviews with 
Suppliers and Als involving persons who have now been identified as backers 
in the Kaitong Report, the Ie believes that it would be very difficult for the Ie 
Advisors to arrange interviews with either the AIs or Suppliers or their 
respective backers and, if arranged, that such interviews would yield very little, 
if any, verifiable information to such advisors. The IC understands Management 
is continuing to seek meetings with its Als and Suppliers with the objective of 
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obtaining infonnation, to the extent such is available, that will provide further 
background to the relationships to the Audit Committee. 

[ ... ] 

2. Suppliers and Als with Fonner SF Personnel 

The Appendices to the Kaitong Report list the Suppliers with fonner SF personnel 
as current shareholders. According to the information previously obtained by the 
IC Advisors, the identification of fonner SF personnel indicated in the Kaitong 
Report to be current shareholders of past or current Suppliers is correct. 

(a) Suppliers with fonner SF personnel 

The Kaitong Report, which is limited to examrnrng Suppliers 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 Second Interim Report as having various past or present 
connections to current or former Suppliers except that the Kaitong Report 
provides an explanation of two transactions identified in the Second Interim 
Report. These involved purchases of standing timber by SF 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 
Report. The explanations are similar indicating that neither of the SF employees 
was an officer in charge of plantation purchases or one of SF's senior 
management at the time of the transactions. The employees in question were 
Shareholder #14 in relation to a RMB 49 million purchase from Supplier #18 in 
December 2007 (shown in SAIC filings to be 100% owned by him) and 
Shareholder #20 in relation to a RMB 3.3 million purchase from Supplier #23 
(shown in SAIC filings to be 70% owned by him) in October 2007. The Kaitong 
Report indicates Shareholder #20 is a current employee of SF who then had 
responsibilities in SF's wood board production business. 

The IC is not aware that the employees' ownership positions were brought to the 
attention of the Board at the time of the transactions or, subsequently, until the 
publication of the Second Interim Report and understands the Audit Committee 
will consider such information. 

(b) Als with fonner SF personnel 

The Kaitong Report indicates that no SF employees are listed in SAlC filing 
reports as current shareholders of Als. Except as noted herein, the IC agrees with 
this statement. The Kaitong Report does not address the apparent role of an ex­
employee Officer #3 who was introduced to the IC as the person in charge of AI 
#2 by Backer #5 of AI Conglomerate #1. Backer #5 is identified in the Kaitong 
Report as a backer of two Als, including AI#2. (The Kaitong Report properly 
does not include AI #14. as an AI for this purpose, whose 100% shareholder is 
former SF employee Officer #3. However, the IC is satisfied that the activities of 
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this entity primarily relate to certain onshoring transactions that facilitated the 
transfer of SF BVI timber assets to SF WFOE subsidiaries.) 

There was one 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, Shareholder #26 and Shareholder #27. 
Management has explained that such entity sold wood board processing and other 
assets to SF and that the persons associated with that company consulted with SF 
after such sale in relation to the purchased wood board processing assets. Such 
entity subsequently also undertook material timber purchases as an AI of SF in 
2007-2008 over a time period in which such persons are shown as shareholders 
of such AI in the SAlC filing reviewed (as to 47.5% for Shareholder #26 and as 
to 52.5% for Shareholder #27). That time period also intersects the time that 
Shareholder #26 is shown in such human resources records and partially 
intersects the time that Shareholder #27 is shown on such records. 
Management has also explained that Shareholder #26 subsequent to the time of 
such AI sales became an employee of a SF wood board processing subsidiary. 
Management has provided certain documentary evidence of its explanations. 
The IC understands that the Audit Committee will consider this matter. 

3. Common Shareholders between Supplier and Als 

The Kaitong Report states that there are 5 Suppliers and 3 Als that respectively 
have certain common current shareholders but also states that there is no cross 
control by those current shareholders of such Suppliers or Als based on SAlC 
fllings. The Kaitong Report correctly addresses current cross shareho ldings in 
Suppliers and Als based on SAlC filings but does not address certain other 
shareholdings. With the exception of one situation of cross control in the past, the 
IC has not identified a circumstance in the SAlC fllings reviewed where the same 
person controlled a Supplier at the time it controlled a different Al. The one 
exception is that from April 2002 to February 2006, Al #13 is shown in SAle 
filings as the 90% shareholder of Supplier/AI #14. AI #13 did business with SF 
BVls from 2005 through 2007 and Supplier/AI #14 supplied SF BVls from 
2004 through 2006. However, the IC to date has only identified one contract 
involving timber bought from Supplier/AI #14 that was subsequently sold to AI 
#13. It involved a parcel of 2,379 Ha. timber sold to AI #13 in December 2005 
that originated from a larger timber purchase contract with Supplier/AI #14 
earlier that year. Management has provided an explanation for this 
transaction. The IC understands that the Audit Committee will consider this 
matter. 

4. Transactions involving Suppliers and Als with Current Shareholders In 

Common 

The Kaitong Report states that where SF has had transactions with 5 Suppliers 
and 3 Als that have current shareholders in common (but no one controlling 
shareholder) as sh:own in SAlC filings, the subject timber in the transactions they 
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each undertook with SF is not the same; that is, the timber which SF buys 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 AIs with current shareholders in 
common as shown in SAlC 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 SAlC 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 IC understands that with the delivery of this 
report, its examination and review activities are terminated. The IC would expect 
its next steps may include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as it may deem advisable or the Board may 
instruct. 

[Emphasis added] 

IX. SINO REWARDS ITS EXPERTS 

209. Bowland, Hyde and West are former E&Y partners and employees. They served on 

Sino's Audit Committee butpurported to exercise oversight of their former E&Y colleagues. In 

addition, Sino's Vice-President, Finance (Corporate), Thomas M. Maradin, is a former E&Y 

employee. 
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210. The charter of Sino's Audit Committee required that Ardell, Bowland, Hyde and West 

"review and take action to eliminate all factors that might impair, or be perceived to impair, the 

independence of the Auditor." Sino's practice of appointing E&Y personnel to its board - and 

paying them handsomely (for example, Hyde was paid $163,623 by Sino in 2010, $115,962 in 

2009, $57,000 in 2008 and $55,875 in 2007, plus options and other compensation) - undermined 

the Audit Committee's oversight ofE&Y. 

211. E&Y's independence was impaired by the 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 former Asia-Pacific President for Poyry Forestry Industry Ltd, 

was appointed Chief Operating Officer of Greenheart, and is the director of several Sino 

subsidiaries. Fyfe signed the Poyry valuation 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, fmancial and/or 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 fmancial condition and performance in accordance with GAAP. 

215. Sino is a reporting issuer and had an obligation to make timely, full, true and accurate 

disclosure of material facts and changes with respect to its business and affairs. 
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216. The Individual Defendants, by virtue of their positions as senior officers and/or directors 

of Sino, owed a duty to the Class Members to ensure that public statements on behalf of Sino 

were not untrue, inaccurate or misleading. The continuous disclosure requirements in Canadian 

securities law mandated that Sino provide the Impugned Documents, including quarterly and 

annual fmancial statements. These documents were meant to be read by Class Members who 

acquired Sino's Securities in the secondary market and to be relied on by them in making 

investment decisions. This public disclosure was prepared to attract investment, and Sino and the 

Individual Defendants intended that Class Members would rely on public disclosure for that 

purpose. With respect to Prospectuses and Offering Memoranda, these documents were prepared 

for primary market purchasers. They include detailed content as mandated under Canadian 

securities legislation, national instruments and OSC rules. They were meant to be read by the 

Class Members who acquired Sino's Securities in the primary market, and to be relied on by' . 

them in making decisions about whether to purchase the shares or notes under the Offerings to 

which these Prospectuses and Offering Memoranda related. 

217. Chan and Horsley had statutory obligations under Canadian securities law to ensure the 

accuracy of disclosure documents and provided certifications in respect of the annual reports, 

fmancial 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 CECA to manage or supervise the management of the business and affairs of Sino. 

These Individual Defendants also owed a statutory duty of care to shareholders under section 122 

of the CECA. In addition, Po on, 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 auditors and provided audit reports in Sino's annual 

fmancial statements that were directed to shareholders. These audit reports specified that BDO 

and E&Y had conducted an audit in accordance with GAAS, which was untrue, and included 

their opinions that the fmancial statements presented fairly, in all material respects, the fmancial 

position 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 persons purchasing 

these notes would rely on the trustworthiness that would be credited to the Offering Memoranda 

because of their involvement. 
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XI. THE PLAINTIFFS' CAUSES OF ACTION 

A. Negligent Misrepresentation 

221. As against all Defendants except Poyry and the UndeIWriters, and on behalf of all Class 

Members who acquired Sino's Securities in the secondary market, the Plaintiffs plead negligent 

misrepresentation for all of the Impugned Documents except the Offering Memoranda. 

222. Labourers and Wong, on behalf of Class Members who purchased Sino Securities in one 

of the distributions to which a Prospectus related, plead negligent misrepresentation as against 

Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BOO, E&Y, Dundee, Merrill, 

Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TO for the Prospectuses. 

223. Grant, on behalf of Class Members who purchased Sino Securities in one of the 

distributions to which an Offering Memorandum related, pleads negligent misrepresentation as 

against Sino, BDO and E&Y for the Offering Memoranda. 

224. In support of these claims, the sole misrepresentation that the Plaintiffs plead is the 

Representation. The Representation is contained in the language relating to GAAP 

particularized above, and was untrue for the reasons particularized elsewhere herein. 

225. The 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 all material times that those documents had been prepared for that purpose, and that 

the Class Members would rely reasonably and to their detriment upon such documents in making 

the 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 publicly traded securities 
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such that the trading price of those securities would at all times reflect the information contained 

in the Impugned Documents. 

227. As set out elsewhere herein, the Defendants, other than P6yry, Credit Suisse USA and 

Bane 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 fmancial condition and performance 

in accordance with GAAP. 

228. These Defendants breached that duty by making the Representation as particularized 

above. 

229. The Plaintiffs and the other Class Members directly or indirectly relied upon the 

Representation in making a decision to purchase the securities of Sino, and suffered damages 

when the falsity of the Representation was revealed on June 2, 2011. 

230. Alternatively, the Plaintiffs and the other Class Members relied upon the Representation 

by the act of purchasing Sino securities in an efficient market that promptly incorporated into the 

price of those securities all publicly available material information regarding the securities of 

Sino. As a result, the repeated publication of the Representation in these Impugned Documents 

caused the price of Sino's shares to trade at inflated prices during the Class Period, thus directly 

resulting in damage to the Plaintiffs and Class Members. 

B. Statutory Claims, Negligence, Oppression, Unjust Enrichment and Conspiracy 

(i) Statutory Liability- Secondary Market under the Securities Legislation 

231. The Plaintiffs plead the claim found in Part XXIII.1 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 ofthe Securities Legislation. 

233. Each of these Impugned Documents contained one or more misrepresentations as 

particularized above. Such misrepresentations and the Representation are misrepresentations for 

the purposes of the Securities Legislation. 

234. Each of the Individual Defendants was an officer and/or director of Sino at material 

times. Each of the Individual Defendants authorized, permitted 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 Securities Legislation. E&Y consented to 

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 particularize above in these Impugned Documents. 

238. P6yry is an expert within the meaning of the Securities Legislation. P6yry 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 ofthe misrepresentations that are alleged above to have been contained therein. 

(ii) Statutory Liability - Primary Market for Sino's Shares under the Securities 
Legislation 

240. As against Sino, Chan, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, E&Y, 

Dundee, Merril~ 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 s. 130 of the OSA and, if necessary, the equivalent provisions of the Securities 

Legislation other than the OSA. 

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. 

(iii) Statutory Liability - Primary Market for Sino's Notes under the Securities 
Legislation 

242. As against Sino, and on behalf of those Class Members who purchased or otherwise 

acquired Sino's notes in one of the offerings to which the July 2008, June 2009, December 2009, 

and October 2010 Offering Memoranda related, Grant asserts the cause of action set forth in s. 

130.1 of the OSA and, if necessary, the equivalent provisions of the Securities Legislation other 

than the OSA. 

243. Sino issued the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, which contained the Representation and the other misrepresentations that are 

alleged above to have been contained in those Offering Memoranda or in the Sino disclosure 

documents incorporated therein by reference. 

(iv) Negligence Simpliciter - Primary Market for Sino's Securities 

244. Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, P6yry 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, 

P6yry, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on 
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behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which those Prospectuses related, Labourers and Wong assert negligence simpliciter. 

246. As against Sino, BDO, E&Y, Poyry, 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 Memoranda they issued, or authorized to be issued, or in respect of which 

they acted as an underwriter, initial purchaser or dealer manager, made full, true and plain 

disclosure of all material facts relating to the Securities offered thereby, or to ensure that their 

opinions or reports contained in such Prospectuses and Offering Memoranda did not contain a 

misrepresentation. 

248. At all times material to the matters complained of herein, the Primary Market Defendants 

ought to have known that such Prospectuses or Offering Memoranda and the documents 

incorporated therein by reference were materially misleading in that they contained the 

Representation and the other misrepresentations particularized above. 

249. Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/or 

directors at the time the Offerings to which the Prospectuses related. These Prospectuses were 

created for the purposes of obtaining fInancing for Sino's operations. Chan, Horsley, Martin and 

Hyde signed each of the Prospectuses and certifIed that they made full, true and plain disclosure 

of all material facts relating to the shares offered. Wang, Mak and Murray were directors during 

one or more of these Offerings and each had a statutory obligation to manage or supervise the 

management of the business and affairs of Sino. Poon was a director for the June 2007 share 

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering. 



108 

Poon, along with Chan, co-founded Sino and has been the president since 1994. He is intimately 

aware of Sino's business and affairs. 

250. The Underwriters acted as underwriters, initial purchasers or dealer managers for the 

Offerings to which the Prospectuses and Offering Memoranda related. They had an obligation to 

conduct due diligence in respect of those Offerings and ensure that those Securities were offering 

at a price that reflected their true value or that such distributions did not proceed if inappropriate. 

In addition, Dundee, Merrill, Credit Suisse, Scotia, 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. Poyry had a duty to ensure that its opinions and reports reflected the true nature and value 

of Sino's assets. Poyry, at the time it produced each of the 2008 Valuations, 2009 Valuations, 

and 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 Sino's Securities in the distributions to which a Prospectus or an Offering 

Memorandum related. 
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254. The reasonable standard of care expected in the circumstances required the Primary 

Market Defendants to prevent the distributions to which the Prospectuses or the Offering 

Memoranda related from occurring prior to the correction of the Representation and the other 

misrepresentations alleged above to have been contained in the Prospectuses or the Offering 

Memoranda, or in the documents incorporated therein by reference. Those Defendants failed to 

meet the standard of care required by causing the Offerings to occur before the correction of such 

misrepresentations. 

255. In addition, by failing to attend and participate in Sino board and board committee 

meetings to a reasonable degree, Murray and Po on effectively abdicated their duties to the Class 

Members and as directors of Sino. 

256. Sino, 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 controls to ensure 

that Sino's disclosure documents adequately and fairly presented the business and affairs of Sino 

on a timely basis. 

257. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Prospectuses related, then securities regulators 

likely would not have issued a receipt for any of the Prospectuses, and those distributions would 

not have occurred, or would have occurred at prices that reflected the true value of Sino's shares. 

258. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Offering Memoranda related, then those 

distributions would not have occurred, or would have occurred at prices that reflected the true 

value of Sino's notes. 

~I 
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259. The Primary Market Defendants' negligence in relation to the Prospectuses and the 

Offering Memoranda resulted in damage to Labourers, Grant and Wong, and to the other Class 

Members who purchased Sino's Securities in the related distributions. Had those Defendants 

satisfied their duty of care to such Class Members, then those Class Members would not have 

purchased the Securities that they acquired 'under the Prospectuses or the Offering Memoranda, 

or they would have purchased them at a much lower price that reflected their true value. 

(v) Unjust Enrichment a/Chan, Martin, Poon, Horsley, Mak and Murray 

260. As a result 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 

artificially inflated prices during the Class Period. 

261. Chan, Martin, Poon, Horsley, Mak and Murray were enriched by their wrongful acts and 

omissions during the Class 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 Members who purchased Sino shares from Chan, Martin, Poon, Horsley, Mak 

and Murray during the Class Period are entitled to the difference between the price they paid to 

such Defendants for such shares, and the price that they would have paid had the Defendants not 

made the Representation and the other misrepresentations particularized above, and had not 

committed the wrongful acts and omissions particularized above. 
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(vi) Unjust Enrichment of Sino 

264. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

various documents, particularized above, that contained the Representation and the 

misrepresentations particularized above. 

265. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the others misrepresentations particularized above. 

266. Sino was enriched by, and those Class Members who purchased the Securities via the 

Offerings were deprived of, an amount equivalent to the difference between the amount for 

which the Securities offered were actually sold, and the amount for which such securities would 

have been 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 made. There was no juristic reason for the enrichment of Sino. 

(vi) Unjust Enrichment of the Underwriters 

268. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

the Prospectuses and the Offering Memoranda, which contained the Representation and the other 

misrepresentations particularized above. Each of the Underwriters underwrote one or more of 

the Offerings. 

269. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the other misrepresentations particularized above. The 

Underwriters earned fees from the Class, whether directly or indirectly, for work that they never 
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performed, or that they performed with gross negligence, in connection with the Offerings, or 

some 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 Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of the Underwriters. 

272. In addition, some or all of the Underwriters also acted as brokers in secondary market 

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 to the commissions the Underwriters 

earned on such secondary market trades. 

273. Had those Underwriters who also acted as brokers in secondary market transactions 

exercised reasonable diligence in connection with the Offerings in which they acted as 

Underwriters, then Sino's securities likely would not have traded at all in the secondary market, 

and the Underwriters would not have been paid the aforesaid trading commissions by the Class 

Members. There was no juristic reason for that enrichment of those Underwriters through their 

receipt of trading commissions from the Class Members. 

(vii) Oppression 

274. The Plaintiffs and the other Class Members had a reasonable and legitimate expectation 

that Sino and the Individual Defendants would use their powers to direct the company for Sino's 
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best interests and, in tum, in the interests of its security holders. More specifically, the Plaintiffs 

and the other Class Members had a reasonable expectation that: 

(a) Sino and the Individual Defendants would comply with GAAP, and/or cause Sino 

to comply with GAAP; 

(b) Sino and the Individual Defendants would take reasonable steps to ensure that the 

Class Members were made aware on a timely basis of material developments in 

Sino's business and affairs; 

(c) Sino and the Individual Defendants would implement adequate corporate 

governance procedures and internal controls to ensure that Sino disclosed material 

facts and material changes in the company's business and affairs on a timely 

basis; 

(d) Sino and the Individual Defendants would not make the misrepresentations 

particularized above; 

(e) Sino stock options would not be backdated or otherwise mispriced; and 

(f) the Individual Defendants would adhere to the Code. 

275. Such reasonable expectations were not met as: 

(a) Sino did not comply with GAAP; 

(b) the Class Members were not made aware on a timely basis of material 

developments in Sino's business and affairs; 

(c) Sino's corporate governance procedures and internal controls were inadequate; 

(d) the misrepresentations particularized above were made; 

( e) stock options were backdated and/or otherwise mispriced; and 

(f) the Individual Defendants did not adhere to the Code. 
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276. Sino's and the Individual Defendants' conduct was oppressive and unfairly prejudicial to 

the Plaintiffs and the other Class Members and unfairly disregarded their interests. These 

defendants were charged with the operation of Sino for the benefit of all of its shareholders. 

The value of the shareholders' investments was based on, among other things: 

( a) the pro fitability 0 f 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 

reasonable scrutiny; and 

(e) Sino's ongoing representation that its affairs and fmancial 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 unlawfully, maliciously and lacking bona fides, agreed together to, 

among other things, make the Representation and other misrepresentations 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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279. The Conspirators' predominant purposes in so conspiring were to: 

(a) inflate the price of Sino's securities, or alternatively, maintain an artificially high 

trading price for Sino's securities; 

(b) artificially increase the value of the securities they held; and 

(c) inflate the portion of their compensation that was dependent in whole or in part 

upon the performance of Sino and its securities. 

280. In furtherance of the conspiracy, the following are some, but not all, of the acts carried 

out or caused to be carried out by the Conspirators: 

(a) they agreed to, and did, make the Representation, which they knew was false; 

(b) they agreed to, and did, make the other misrepresentations particularized above, 

which they knew were false; 

(c) they caused Sino to issue the Impugned Documents which they knew to be 

materially misleading; 

(d) as alleged more particularly below, they caused to be issued stock options in 

respect of which the strike price was impermissibly low; and 

( e) they authorized the sale of securities pursuant to Prospectuses and Offering 

Memoranda that they knew to be materially false and misleading. 

281. Stock options are a form of compensation used by companies to incentivize the 

performance of directors, officers and employees. Options are granted on a certain date (the 

'grant date') at a certain price (the 'exercise' or 'strike' price). At some point in the future, 

typically following a vesting period, an options-holder may, by paying the strike price, exercise 

the option and convert the option into a share in the company. The option-holder will make 

money as long as the option's strike price is lower than the market price of the security at the 
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moment that the option is exercised. This enhances the incentive of the option recipient to work 

to raise the stock price 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 

(c) 'out-of-the-money' grants are options granted where the strike price is higher than 

the market price of the security on the date ofthe grant. 

283. Both at-the-money and out-of-the-money options are permissible under the TSX Rules 

and have been at all material times. 

284. The purpose of both 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's shares 

at or above the price at which the recipient could acquire the company's shares in the open 

market. Options that are in-the-money, however, have substantial value at the time of the grant 

irrespective 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; (c) GAAP; (d) the Code; (e) 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 its shareholders, including the Class Members. 

287. The Sino stock options that were backdated or otherwise mispriced included those issued 

on June 26, 1996 to Chan, January 21,2005 to Horsley, September 14, 2005 to Horsley, June 4, 

2007 to Horsley and Chan, August 21, 2007 to Sino insiders other than the Conspirators, 

November 23,2007 to George Ho and other Sino insiders, and March 31,2009 to Sino insiders 

other than the Conspirators. 

288. The graph below shows the average stock price returns for fifteen trading days prior and 

subsequent to the dates as of which Sino priced its stock options to its insiders. As appears 

therefrom, on average the dates as of which Sino's stock options were priced were preceded by a 

substantial decline in Sino's stock price, and were followed by a dramatic increase in Sino's 

stock price. This pattern could not plausibly be the result of chance. 
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289. The conspiracy was unlawful because the Conspirators knowingly and intentionally 

committed the foregoing acts when they knew such conduct was in violation of, inter alia, the 

OSA, the Securities Legislation other than the OSA, the Code, the rules and requirements of the 

TSX (the ''TSX Rules") and the CECA. The Conspirators intended to, and did, harm the Class 

by causing artificial inflation in the price of Sino's securities. 

290. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class 

Members. The Conspirators knew in the circumstances that the conspiracy would, and did, 

cause loss to the Plaintiffs and the other Class Members. The Plaintiffs and the Class Members 

suffered damages when the falsity of the Representation and other misrepresentations were 

revealed on June 2, 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 Impugned Documents. The Defendants were aware at all material times of the 

effect of Sino's disclosure documents upon the price of its Sino's securities. 

292. The Impugned Documents were filed, among other places, with SEDAR and the TSX, 

and thereby became immediately available to, and were reproduced for inspection by, the Class 

Members, other members of the investing public, financial analysts and the financial press. 

293. Sino routinely transmitted the documents referred to above to the fmancial press, 

fmancial analysts and certain prospective and actual holders of Sino securities. Sino provided 

either copies of the above referenced documents or links thereto on its website. 
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294. Sino regularly communicated with the public investors and fInancial analysts Via 

established market communication mechanisms, including through regular disseminations of 

their disclosure documents, including press releases on newswire services in Canada, the United 

States and elsewhere. Each time Sino communicated that new material information about Sino 

fmancial results to the public the price of Sino securities was directly affected. 

295. Sino was the subject of analysts' reports that incorporated certain of the material 

information contained in the Impugned Documents, with the effect that any recommendations to 

purchase Sino securities in such reports during the Class Period were based, in whole or in part, 

upon that information. 

296. Sino's securities were and are traded, among other places, on the TSX, which is an 

effIcient and automated market. The price at which Sino's securities traded promptly 

incorporated material information from Sino's disclosure documents about Sino's business and 

affairs, including the Representation, which was disseminated to the public through the 

documents referred to above and distributed by Sino, as well as by other means. 

XUI. VICARIOUS LIABILITY 

A. Sino and the Individual Defendants 

297. Sino is vicariously liable for the acts and omissions of the Individual Defendants 

particularized in this Claim. 

298. The acts or omissions particularized and alleged in this Claim to have been done by Sino 

were authorized, ordered and done by the Individual Defendants and other agents, employees 

and representatives of Sino, while engaged in the management, direction, control and transaction 

of the business and affairs of Sino. Such acts and omissions are, therefore, not only the acts and 

omissions of the Individual Defendants, but are also the acts and omissions of Sino. 



120 

299. At all material times, the Individual Defendants were officers and/or directors of Sino. 

As their acts and omissions are independently tortious, they are personally liable for same to the 

Plaintiffs and the other Class Members. 

B. E&Y 

300. E&Y is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

301. The acts or omissions particularized and alleged in this Claim to have been done by E&Y 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of E&Y. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions ofE&Y. 

c. BDO 

302. BDO is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

303. The acts or omissions particularized and alleged in this Claim to have been done by 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 ofBDO. 

D. Poyry 

304. Poyry is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 
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305. The acts or omissions particularized and alleged in this Claim to have been done by 

Poyry were authorized, ordered and done by its officers, directors, partners, agents and 

employees, while engaged in the management, direction, control and transaction of the business 

and affairs of poyry. Such acts and omissions are, therefore, not only the acts and omissions of 

those persons, but are also the acts and omissions ofPoyry. 

E. The Underwriters 

306. The Underwriters are vicariously liable for the acts and omissions of each of their 

respective officers, directors, partners, agents and employees as set out above. 

307. The acts or omissions particularized and alleged in this Claim to have been done by the 

Underwriters were authorized, ordered and done by each of their respective officers, directors, 

partners, agents and employees, while engaged in the management, direction, control and 

transaction of the business and affairs such Underwriters. Such acts and omissions are, 

therefore, not only the acts and omissions of those persons, but are also the acts and omissions of 

the respective Underwriters. 

XIV. REAL AND SUBSTANTIAL CONNECTION WITH ONTARIO 

308. The Plaintiffs plead that this action has a real and substantial connection with Ontario 

because, among other thing: 

(a) Sino is a reporting issuer in Ontario; 

(b) Sino's shares trade on the TSX which is located in Toronto, Ontario; 

(c) Sino's registered office and principal business office is in Mississauga, Ontario; 

(d) the Sino disclosure documents referred to herein were disseminated in and from 

Ontario; 

(e) a substantial proportion of the Class Members reside in Ontario; 
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(f) Sino carries on business in Ontario; and 

(g) a substantial portion of the damages sustained by the Class were sustained by 

persons and entities domiciled in Ontario. 

xv. SERVICE OUTSIDE OF ONTARIO 

309. The Plaintiffs may serve the Notice of Action and Statement of Claim outside of Ontario 

without leave in accordance with rule 17.02 of the Rules of Civil Procedure, because this claim 

IS: 

(a) a claim in respect of personal property in Ontario (para 17.02(a)); 

(b) a claim in respect of damage sustained in Ontario (para 17.02(h)); 

(c) a claim authorized by statute to be made against a person outside of Ontario by a 

proceeding in Ontario (para 17. 02( n)); and 

(d) a claim against a person outside of Ontario who is a necessary or proper party to a 

proceeding properly brought against another person served in Ontario (para 

17.02(0)); and 

(e) a claim against a person ordinarily resident or carrying on business in Ontario 

(para 17.02(p)). 

XVI. RELEVANT LEGISLATION, PLACE OF TRIAL, JURY TRIAL AND 
HEADINGS 

310. The Plaintiffs plead and rely on the CJA, the CPA, the Securities Legislation and CBCA, 

all as amended. 

311. The Plaintiffs propose that this action be tried in the City of Toronto, in the Province of 

Ontario, as a proceeding under the CPA. 
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312. The Plaintiffs will serve a jury notice. 

313. The headings contained in this Statement of Claim are for convenience only. This 

Statement of Claim is intended to be read as an integrated whole, and not as a series of unrelated 

components. 
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Audit Committee 
Sino-Forest Corporation 
3815-29, 38/FSun Hung Kai Centre 
.30 Habour Road 
Wanchai 
Hong Kong 

Dear Sirs. 

.8'1. Floor Wing On Centre 
III Connaught Road Central 
HongKQng 
Telephone: (852} 2541 5041 
Facsimile: (852} 2815 2239 

August 1. 2005 

~$.-f~i! sf III it 
*~<f-:; a4i 
'<ti~ : (852) 254 t 5041 
{:If.Jl- : (852) 28 t 5 2239 

Our ref:52358/AHI205{ 

U Thank you for requesting our Firm to audit the consolidated financial statements of Sino-For~st 
Corporation (the "Company") for the year ending December 31.2005 ~ We are pleased to confirm .9ur 
accept~nce and our understanding of the terms of this engageniJiihs outlined in this letter' 

This letter will confirm our understanding of the terms of our engagement to perform an audit of the 
consolidated financial statements of the Company for the year ending December 31, 2005. 

Ms. Fanny Li will be partner-in-charge of aU work we perform for you. We would like also to be 
helpful- to you on current problems as they arise throughout the year. Hence, we hope you will call 
whenever you feel she can be of assistance. 

Where beneficial, it is our practj.ce to have a second partner on each client assigrunent. The purpose of 
this arrangement is to have another partner. known to you and your management associates, who is 
familiar with your operations and who can substitute for Fanny Li in her absence or work with her when 
a secon.d viewpoint is desired. Ms. Jennifer Yip will be the second partner for your engagement. 

It will be the responsibility of Fanny Li and Jennifer Yip to make sure that your management receives 
good services. They will, as desirable. call upon other individuals with specialized knowledge, either 
in this office or elsewhere in our Firm. An audit principal, a manager and a tax partner will be assigned 
to your work and we expect that they will soon establish direct working relationships with appropriate 
personnel in your organization. 

Our Role as Auditors 

Conduct of the Audit 

As auditors,. our objective is to express an opinion on whether the consolidated financial statements 
present fairly, in all material respects. the financial position, results of operations and cash flows bfthe 
Company in accordance with Canadian generally accepted accounting principles. 

At the conclusion of our audit, we will submit a report direct~d to the shareholders containing our 
opinion on the financial statements. If it appears for any reason that we will not be in a position to render 
an unqualified opinion on the financial statements. we will discuss this with you. 
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It is possible that we may determine that we cannot render a report or complete the engagement If, in 
our professional judgment, the circumstances require, we will notify you of our resignati~n from this 

. engagement which shall conform to all applicable laws. . 

Our audit will be made in accordance with Canadian generally accepted auditing standards. We will 
plan and perform a1:ldit procedures to obtain reasonal;>i'e ass' e4S to whether the financial statements 
are free of material misstatement. This will include examm g evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assesslng the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 

We will consider your internal control over financial reporting solely for the purpose of determining the,: 
nature, timing and extent of auditing procedures necessary for expressing our opinion on the financial' 
statements. This consideration will not be sufficient to enable us to render an opinion on the 
effectiyeness of internal control over financial reporting . 

. Our audit is conducted primarily to enable us to express an opinion on the financial statements rather 
than to identify all errors, fraud and other, illegal or possibly illegal acts, significant weaknesses in 
internal control or other irregularities. In addition, because of the nature of fraud, including attempts at 
concealment through collusion and forgery, and audit designed and executed in accordance with 
Canadian generally accepted auditing standards may not detect a material fraud. If we identify 
non-trivial misstatements in the financial statements, we will bring them to your attention as proposed 
adjustments. 

During the course of our audit, if we identify the following matters, we will communicate them to the 
appropriate level of management and the Audit Committee: 

.. misstatements, other than trivial errors; 

• ;fraud; 

• misstatements that may cause future financial statements to be materially misstated; 

• illegal or possibly illegal acts, other than ones considered inconsequential; 

• significant weaknesses in internal control; and 

• certain related party transactions. 

We will also make notes of any other matters that we believe should be brought to your atte~tion and 
will communicate them to you. These might include comments on internal control procedures, 
management information systems, accounting policies and other client service matters. Audits do not 
usually identify all matters that may be of interest to management in discharging its responsibilities. The 
type and significance of the matter to be communicated will determine the level of management to 
which the communication is directed. 
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Throughout the audit we will also be communicating with the Audit Conunittee 01;1 matters that bear on 
independence, matters that pertain to planning and executing our audit and any other matters in addition 
to those identified in the preceding paragraphs that we feel should be brought to their attention as 
required by Canadian generally accepted auditing standards. " 

We may place reliance on the work of a specialist who is a member of our Firm. We will communicate 
with them either verbally or through a separate engagement letter the nature of our reliance as wel! as 
the requirements and responsibilities of both parties. . 

Our engagement will require conununication with the predecessor auditors. They are required to 
provide us with factual information regarding your accounting policies and consistency of applicatioh, 

.A 

the work carried out by them concerning material balances in your prior financial statements, the 
finan~ial statement groupings and account balance composition that you may not have details of, and 
any peculiarities in your business or mode" of operation, 

The working papers prepared in conjunction with our audit are the property of our Firm, constitute 
confidential information and will be retained by us in accordance with our Firm's policies and 
procedures. 

Indepelldence 

Professional and certain regulatory standards require us to be independent, in both fact and appearance, 
with respect to the Company in the performance of our services. We will communicate i!l writing to the 
Audit Committee any relationships between J3DO McCabeLo Limited (including its related entities) . 
and the Company (including its related entities) that. in our professional judgment, may reasonably be 
thought to bear on our independence. Further, we will confirm our independence in writing. 

Any discussion that your representatives have with professional personnel of our Firm regarding 
employment could pose a threat to our independence. Your recruitment of an engagement team 
member from the current or prior year's audit in a financial oversight role may compromise our 
independence. Engagement team members may include current and former Partners and staff of our 
Firm, other member firms of BDO International and other firms who work under our direction. 
Therefore, you agree to inform us prior to any such discussions so that we can implement appropriate 
safeguards to maintain our independence. 

Further, Canadian regulations and our independence rules require us to ensure that all professional 
services that we may provide to any entities in the corporate group are pte-approved "by the Audit 
Committee. We agree not to perform any services without the pre-approval of the Audit Committee. 
We agree to implement appropriate policies and procedures to ensure thilt any services that we are asked 
to perfonn receive such pre-approval. 
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Conflict oflllterests 

We provide a wide range of services for a large number of clients and may be in a position where,we 
are providing services to clients in the same industry as you who may represent competing commercial 
interests to you or whose interests may otherwise conflict with your own. We cannot be certain that we 
will identify all such situations that exist or may develop, and it is difficult for us to anticipate all 
situations that you might perceive to conflict. We therefore request that you notify us promptly of any 
potential conflict affecting the engagement contract of which you are, or become, aware. 

Where the above circumstances are identified by us or you and we bylieve that your interests can be 
properly safeguarded by appropriate procedures, we will discuss and agree with you the arrangements 
that already may exist or that we will put in place to preserve confidentiality and to ensure that the 
advice and opinions which you receive from us are wholly independent of the advice and opinions that 
we provide to other clients. 

Conjidelltialiry 

We will maintain the strictest confidence with respect to any client's or former client's information. 
Accordingly, your confidential information will not, witho1ityour consent, be disclosed to any 
individuals in our Firm beyond those who are in the region through which you engaged our services and 
those individuals from other offices who are involved in performing services for you. Nor will it be 
disclosed without your consent to anyone outside the Firm, with the exception that we proceed on the 
basis that we have your consent to disclose information required by judicial, regulatory or professional 
authority. 

Practice Inspections 

As required by legal, regulatory or professional authorities (both in Canada and abroad) or by Firm 
policy, our client files must perioqically be reviewed by practice inspectors to ensure that we are 
adhering to professional and Firm standards. We will proceed on the basis that we have your consent 
to provide our files relating to your engagement to these practice inspectors for the sole purpose of their 
inspection. 

Role of Management and Board of Directors 

Finallcial Statements 

The preparation of the financial statements in accordance wit~ Canadian generally accepted accounting 
principles is the responsibility of management. This responsibility includes but is not limited to the 
maintenance of adequate accounting records and internal controls, safeguarding of assets, selection and 
application of suitable accounting policies and appropriate disclosure of financial information in the 
financial statements. 

In response to any non-trivial misstatements identified by us during the audit, management is 
responsiple for recording adjustments to the financial statements or otherwise concluding and 
confirming in a representation letter provided to us at the conclusion of our audit that the effects of the 
unrecorded adjustmen\S are, both individually and in the aggregate, immaterial to the financial 
statements taken as a whole. 
Cont'd 5 .. .1 
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Management and staff will make available to us whatever records, documents, analyses. and other 
information we request in connection with the efficient conduct of Our audit. < 

It is the responsibility of the Board of Directors to ensure that policies are in place for effective 
corporate governance, and to ensure that all unusual and material transactions during the year are 
properly approved . 

. Fraud and Error 

Management is also responsible for the following with respect to fraud and error: 

• the design and implementation of internal controls to prevent and detect fraud and error; 

• .an assessment of the risk that the financial statements may be materially misstated as a result of 
fraud; 

• providing us with iilformation relating to fraud or suspected fraud affecting the entity involving 
management, employees who have significant roles in internal control, or others, where the fraud 
could have a material effect on the financial statements; 

• providing us with information relating to any allegations of fraud or suspected fraud affecting the 
entity's financial statements conununicated by employees, former employees, analysts, 
regulators or others; and . 

• communicating their belief that the effects of any uncorrected financial statement misstatements 
aggregated during the audit are inunaterial, both individually and in the aggregate, to the financial 
~tatements taken as a whole. 

Use and Distribution of Our Repon 

The examination of the financial statements and the issuance of our audit opinion are solely for the use 
of the Company and those to whom our report is specifically addressed by us. BDO McCabe Lo 
Limited makes no representations of any kind to any third party in respect of these financial statements 
and we accept no responsibility for their use by. any third party. 

If the Company plans any reproduction or publication of our report, or any portion of it, in an annual 
report' or other document, including electronic filings or posting of the report on a web site, copies of 
masters' or printers' proofs of the entire document should be submitted to us in sufficient time for our 
review and approval before printing or posting. You also agree to provide us with a copy of the final 
reproduced material for our approval before it is distributed. In addition, to avoid unnecessary delay 
or misunderstanding, it is important that you give us timely notice of your intention to issue any such 
document. Also, our reports should not be included in the SEDAR electronic filing system until you 
have received written approval and a signed report from 'us. 
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I.n addition, the audited financial statements and our report thereon should not be provided or otherwise 
made available to recipients of any document to be used in connection with the offerfug of securities 
(including securities offerings on the Internet) without first submitting copies of the document to us in 
sufficient time. for 'our review. In these cases, regulations generally require certain communications 
directly from the auditor, such as a consent letter and comfort letters. Before we can issue such 
correspondence, we need to carry out additional procedures in accordance with standards established by 
the Canadian Institute of Chartered Accountants. 

Management RepreSeJltatiolls 
, . 

• J.' 

At the conclusion of the audit. management will confirm in writing the representations made to us'in 
connection with the audit. 

Other .Services 

l1lterilll.Fillallcial Statemellts 

We have been requested to perform a review of the unaudited quarterly financial statements of the 
Company. An engagement letter for review engagement in accordance with the standards established 
for such interim reviews will be issued to the Company separately. 

Pers01lal l1lfonnatiolt 

It is acknowledged that we will have access to all personal information in your custody that we require 
to complete our engagement. Our services are provided on the understanding that: 

• 'you have obtained any required consents for collection. use and disclosure to us of personal 
information required under applicable privacy legislation; and 

• we will hold all personal information in compliance with our Privacy Statement. 

Electro1lic C011llllu1licatiQilS 

During the course of our audit, we may be required to communicate to you electronically by email or 
through the Internet. In some instances, electronic copies of your financial statements may be sent to 
you electronically or may be required by a regulatory body. As you are aware, there is security risk 
attached to these electronic communications (including human error). Please communicate with us 
regarding any issues or concerns you may have in this regard. 
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Fees 

Our professional fees will be based on our regular billing rates which depend. on the means by which and 
by whom our services are provided, plus direct, out-of-pocket, expenses and applicable Goods and 
Services Tax, and are due when rendered, Fees for additional services will be established separately. 

The audit fee will be billed to the Company by three equal instalmel\ts which are generally billed upon 
commencement of the fieldwork, withdrawal from field by audit team and s\lbmission of draft accounts 
respectively. 

DispUte Resolutioll Procedures 
,. 

./ 

If any dispute, controversy or claim arises in connection with the performance or breach of this 
agreement, either party may, upon written notice to the other party. request facilitated negotiations. 
Such ,q~gotiations shall be assisted by a neutral facilitator acceptable to both parties and shall require the 
best efforts of the parties to discuss with each other in good faith their respective positions and, 
re~pecting their different interests, to finally resolve such dispute. 

Law .and Jurisdictioll 

The agreement evidenced by this letter shall be governed in. all respects by the laws of Hong Kong SAR. 
Ii is also irrevocably agreed between us that the courts of Hong Kong shall have exclusive jurisdiction 
over any dispute including a counter claim or set-off which may arise in any way in connection with, or 
in any way touching and concerning, this letter or the agreement evidenced by this letter or the legal 
relationship established by this letter. However, notwithstanding the above, where the Company 
carries on business in another country and disputes arise in respect of that business we shall reserve the 
right to take appropriate legal action in the courts of that jurisdiction. 

The above terms of our engagement shall remain operative until amended. terminated or superseded in 
writing, 

If you have any questions about the terms of this engagement. please do not hesitate to contact us. For 
our records, please acknowledge your agreement by signing and returning to us the. copy of the 
engag~ment letter enclosed. 
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It is a pleasure for us to be of service and we look forward to many years of association with you, 

Yours faithfully, 
BDO McCabe Lo Limited 

FUVW/rt 

.. 
Agreement of all the above terms, after full review, consideration and discussion of them, is hereby 
acknowledged by: . 

Sino-Forest Corporation 

Name ~S C}w\tR:> t-\, E, \-\,\<\~ 
Name 



() 

IBDO BOO McCabe Lo Limited 
Certified Public Accountants 

~ f-t.1t -tit Fip * a fJf~ fR-~~ 

Private and Confidential 

Audit Committee 
Sino-Forest Corporation 
3815-29, 381F Sun Hung Kai Centre 
30 Harbour Road 
Wanchai 
Hong Kong 

Dear Sirs, 

25th Floor Wing On Centre 
III Connaught Road Central 
Hong Kong 
Telephone: {85212541 5041 
Facsimile : (8521 2815 2239 

.f-~ -t lG.it <f III *­
*-t-"'~254t 
'it'U- : (852) 2541 5041 
#1- : (852128152239 

December 29, 2006 

OUf ref: 52358/AH120612912 

Thank you for requesting our Firm to audit the consolidated financial statements of Sino-Forest 
Corporation (the "Company") for the year ending December 31,2006. We are pleased to confirm our 
acceptance and our understanding of the terms of this engagement as outlined in this letter 

This .letter will confirm our understanding of the terms of our engagement to perform an audit of the 
consolidated financial statements of the Company for the year ending December 31, 2006. 

Ms. Fanny Li will be director-ill-charge of all work we perform for you. We would like also to be helpful 
to you on current problems as they arise throughout the year. Hence, we hope you will caIl whenever 
YOll feel she can be of assistance. 

Where beneficial, it is our practice to have a second director on each client assignment. The purpose of 
this arrangement is to have another director, known to you and your management associates, who is 
familiar with your operations and who can substitute for Fanny Li in her absence or work with her when 
a second viewpoint is desired. Ms. Jennifer Yip will be the second director for your engagement. 

It will be the responsibility of Fanny Li and Jennifer Yip to make sure that your management receives 
good services. They will, as desirable, call upon other individuals with specialized knowledge, either in 
this office or elsewhere in our Firm .. 

OurRole as Auditors 

Conduct oft/le Audit 

As auditors, our objective is to express an opinion on whether the consolidated financial statements 
present fairly, in all material respects, the financial position, results of operations and cash flows of the 
Company in accordance with Canadian generally accepted accounting principles. 

At the conclusion of our audit, we will submit a report directed to the shareholders containing Ollr 

opinion on the financial statements. Ifit appears for any reason that we wiII not be in a position to render 
an unqualified opinion on the financial statements, we will discuss this with you. 
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It is possible that we may detennine that we cannot render a report or complete the el1gagervent If, in 
our professional judgment, the circumstances require, we will notify you of our resignation from this 
engagement which shall confonn to all applicable laws. 

Our audit will be made in accordance with Canadian generally accepted auditing standards. We will 
plan and perfonn audit procedures to obtain reasonable assurance as to whether the financial statements 
are fr¢e of material misstatement. This will include examining evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as welt as evaluating the overall financial statement 
presentation. 

,. 
We \vill consider your internal control over financial reporting solely for the purpose of determining the .I 

nature, timing and extent of auditing procedures necessary for expressing our opinion on the financial 
statements. This consideration will not be sufficient to enable us to render an opinion on the 
effectiveness of internal control over financial reporting. . . 

Our audit is conqucted primarily to enable us to express an opinion on the financial statements rather 
than to identify all err<.?rs, fraud and other, illegal or possibly illegal 1!.c!S. significant weaknesses in 
internal control or other-irregularities. In addition, because ofihe nature of fraud, including attempts at 
concealment through collusion and forgery, and audit designed and executed in accordance with 
Canadian generally accepted auditing standards may not detect a material fraud. If we identify 
non-trivial misstatements in the financial statements, we will bring them to your attention as proposed 
adjustments. 

During the cpurse of our audit, if we identify the following matters, we will communicate them to the 
appropriate level of management and the Audit Committee: 

• misstatements, other than trivial errors; 

• . fraud; 

• . miSstatements that may cause future financial statements to be materially misstated; 

• illegal or possibly illegal acts, other than ones considered inconsequential; 

• significant weaknesses in internal control; and 

• certain related party transactions. 
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We will also make notes of any other matters that we believe should be brought to your attention and 
will communicate them to you. These might include· comments on internal control .procedures, 
management infonnation systems, accounting policies and other client service matters. Audits do not 
usually identify all matters that may be of interest to management in discharging itS responsibilities. The 
type and significance of the matter to be communicated will determine the level of management to 
which the communication is directed. 

Throughout the audit we will also be communicating with the Audit Committee on matters that bear on 
indep(}ndence, matters that pertain to planning and executing our audit and any other matters in addition 
to those identified in the preceding paragraphs that we feel should be brought to their attention as 
required by Canadian generally accepted auditing standards. 

We may place reliance on the work of a specialist who is a member of our Firm. We will communicate 
with them either verbally or through a separate engagement letter the nature of our reliance as well as the 
requi~~ments and responsibilities of both parties. , 

The viorking papers prepared in conjunction with our audit are the property of our Finn, constitute 
confidential information and will be retained by us in accordance with our Firm's policies and 
procedures . 

./ Ill/epe" dell ce 

Professional and certain regulatory standards require us to be independent, in both fact and appearllnce, 
with respect to the Company in the perfonnance of our services. We will communicate in writing to the 
Audil Committee any relationships between BOO McCabe Lo Limited (including its related entities) 
and the Company (including its related entities) that, in our professional judgment; may reasonably be 
thought to bear 'on our independence. Further. we will confirm our independence in writing. 

Any discussion that your representatives have with professional personnel of our Finn regarding 
employment could pose a threat to our independence. Your recruitment of an engagement team member 
from the current or prior year's audit in a financial oversight role may compromise our independence. 
Engagement team members may include current and fonner directors and staff of our Firm. other 
member firms of BOO International and other firms who work under our direction. Therefore, you 
agree to infonn us prior to any sllch discussions so that we can implement appropriate safeguards to 
maintain our independence. . 

Further, Canadian regulations and ollr independence rules require us to ensure that all professronal 
services that we may provide to any entities in' the corporate group are pre-approved by the Audit 
Committee. We agree not to perform any services without the pre-approval of the Audit Committee. We 
agree to implement appropriate policies and procedures to ensure that any serVices that we are asked to 
perf orin receive such pre-approval. 
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COIi{lict o(lflterests 

We provide a wide range of services for a large nt;mber of clients and may be in a position where we are 
providing services to clients in the sam~ industry as you who may represent competing commercial 
interests to you or whose interests may otherwise conflict with your own. We cannot be certain that we 
will identifY all such situations that exist or may develop, and it is difficult for us to anticipate all 
sitwi.tions that you might perceive to conflict. We therefore request that you notifY us promptly of any 
potential conflict affecting the engagement contract of which you are, or become, aware. 

Where the above circumstances are identified by us or you and we believe that your interests can be 
properly safeguarded by appropriate procedures, we will discuss and agree with you the arrangements 
that already may exist or that we will put in place to preserve confidentiality and to ensure that the 
advice and opinions which you receive from us are wholly independent of the advice and opinions that 
we provide to other clients. 

CO/ladentfaliN 

We will maintain the strictest confidence with respect to any client's or former client's infonnation. 
Accordingly, your confidential information will not, without your consent, be disclosed to any 
individuals in our Firm beyond those who are in the region through which you engaged our services and 
those individuals from other offices who are involved in performing services for you. Nor will it be 
disclosed without your consent to anyone outside the Firm, with the exception that we proceed on the 
basis that we have your consent to disclose information required by judicial, regulatory or professional 
authority. 

Practice Inspectiolls 

As required by legal, regulatory or professional authorities (both in Canada and abroad) or by Firm 
polic)'. our client files must periodically be reviewed by practice inspectors to ensure that we are 
adhering to professional and Firm standards. We will proceed on the basis that we have your consent to 
provide our files relating to your engagement to these practice inspectors for the sole purpose of their 

. inspe.ction. 

Role of Management and Board of Directors 

. FiJuriu:lal Statements 

The preparation and fair presentation of the financial statements in accordance with Canadian generally 
accepted accounting principles is the responsibility of management. This responsibility includes but is 
not limited to the maintenance of adequate accounting recor<ls and internal controls, safeguarding of 
assets~ selection and application of suitable accounting policies and appropriate disclosure of financial 
information in the financial statements. 
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In response to any non-trivial misstatements identified by us during the audit, management is 
responsible for recording adjustments to the financial statements or otherwise concluding and 
confirming in a representation letter provided to us at the conclusion of our audit that the effects of the 
unrecorded adjustments are, both individually and in the aggregate, immaterial to the financial 
statements taken as a whole. 

Management and staff will make available to us whatever records, documents, analyses and other 
information we request in connection with the efficient conduct of our audit 

It is the responsibility ofthe Board of Directors to ensure that policies are in place for effective corporate 
governance, and to ensure that all unusual and material transactions during the year are properly, 
approved. _;-

Fraud alld Error 

Mamigement i_s also responsible for the following with respect to fraud and error: 

• the design and implementation of internal controls to prevent and detect fraud and error; 

• an assessment of the risk that the financial statements may be materially misstated as a result of 
- fraud; '. 

• providing us with information relating to fraud or suspected fraud affecting the entity involving 
management, employees who have significant roles in internal control, or others, where the fraud 
could have a non-trivial effect on the financial statements; 

• providing us with information relating to any allegations offraud or suspected fraud affecting the 

• 

-entity's financial statements communicated by employees, former employees, analysts, regulators 
or others; and 

communicating their belief that the effects of any uncorrected financial statement misstatements 
aggregated during the audit are immaterial, both individually and in the aggregate, to the financial 
-statements taken as a whole. 

Use and Distribution or Our Report 

The examination of the financial statements and the issuance of our audit opinion are sQlely for the use 
of the Company and those to whom our report is specifically addressed by us. BDO McCilbe Lo 
Limited makes no representations of any kind to any third party in respect of these financial statements 
and we accept no responsibility for their use by any third party. 

-.=-
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If the Company plans any reproduction or publication of our report, or any portion of it, in an annual 
report or other document, including electronic filings or posting of the report on Ii web $ite, copies of 
masters' or printers' proofs of the entire document should be submitted to us in sufficient time for our 
review and approval before printing or posting. You also agree to provide us with a copy of the final 
reproduced material for our approval before it is distributed. In addition, to avoid unnecessary delay or 
misunderstanding, it is important that you give us timely notice of your intention to issue any such 
document. Also, our reports should not be included in the SEDAR electronic filing system until you 

I 

have received written approval and a signed report from us. . 

In addition, the audited financial statements and our report thereon should not be provided or otherwise 
· made available to recipients of any document to be used in connection with the offering of securities 
(including securities offerings on the Internet) without first submitting copies of the document to us i~ 
sufficient time for our review. In these cases, regulations generally require certain communications 
directly from the auditor, such as a consent letter and comfort letters. Before we can issue such 
correspondence, we need to carry out additional procedures in accordance with standards established by 
the C~nadian Institute of Chartered Accountants. 

Mallagement Representatiol1s 

At the conclusion of the audit, management will confirm in writing the representations made to us in 
connection with the audit. 

Personal I,,{Ormation 

It is acknowledged that we will have access to all personal information in your custody that we require to 
. complete our engagement. Our services are provided on the understanding that: 

• 

• 

you have obtained any required consents for collection, use and disclosure to us of personal 
.' information required under applicable privacy legislation; and 

we will hold all personal information in compliance with our Privacy Statement 
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Electronic Communications 

During the course of our audit, we may be required to communicate to you electronically by email or 
through the Internet In some instances, electronic copies of your financial statements may be sent to you 
electronically or may be required by a regulatory body. As you are aware, there is security risk attached 
to these electronic communications (including human error). Please communicate with us regarding any 
issues or concerns you may have in this regard. 

Our professional fees will be based on our regular billing rates which depend on the means by which an~ 
by whom our services are provided, plus direct, out-of-pocket, expenses and applicable Goods ana 
Services Tax, and are due when rendered. Fees for additional services will be established separately. 

The audit fee will be billed to the Company by three equal instalments which are generally billed upon 
commencement of the fieldwork, withdrawal from field by audit team and submission of draft accounts 
respeCtively. 

Dispute Resolution Procedures 

If any dispute, controversy or claim arises in connection with the performance or breach of this 
agreement, either party may, upon written notice to the other party, request facilitated negotiations. Such 
negotiations shall be assisted by a neutral facilitator acceptable to both parties and shall require the best 
efforts of the parties to discuss with each other in good faith their respective positions and, respecting 
their different interests, to finally resolve such dispute. 

Law and Jurisdiction 

The agreement evidenced by this letter shall be governed in all respects by the laws of Hong Kong SAR. 
It is also irrevocably agreed between us that the courts of Hong Kong shall have exclusive jurisdiction 
over any dispute including a counter claim or set-off which may arise in any way in connection with, or 
in any way touching and concerning, this letter or the agreement evidenced by this letter or the legal 
relationship established by this letter. However, notwithstanding the above, where the Company carries 
on business in another country and disputes arise in respect ofthat business we shall reserve the right to 
take appropriate legal action in the courts of that jurisdiction. 

The above terms of our engagement shall remain operative until amended, terminated or superseded in 
writing. 
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The Audit Committee 
Sino-Forest Corporation 
90 Burnhamthorpe Road West, 
Suite 1208, Mississauga, 
Ontario Canada L5B3C3 

Dear Sir I Madam: 

25th Floor Wing On centre 
III Coonaught Road Central 
Hong Kong 
Telephone: (852)2541 5041 
Facsimi[e : [852) 2815 2239 

-t'it-ftlHt'" 111 itt 
,jet· t.;:: 25 ~ 
't# : (852) 2541 ;041 
"ft'$.. : (852)28152239 

We have audited the cOnsolidated balance sheets of Sino-Forest CoIpOration (the "Company") 
as at December 31, 2006 and 2005, and the consolidated statements of income, comprehensive 
income, retained earnings and cash flows for each of the years in die two-year period ended 
December 31, 2006. Our reports to the shareholders were dated March 19, 2001 on the financial 

. statements for the years ended December 31, 2006 and 2005. Our report on the financial 
statements for the twO-year period ended December 31. 2006 is to be included in a short form 
prospectus (the "Prospectus',) relating to the issue and. sale of 13,900.000 common shares of the 
~mpany, to be filed by the Company under·the Securities Acts of British Columbia, Alberta, 
Mimitoba, Saskatchewan, Ontario, Nova Scotia, New Foundland and Labrador, New Brunswick· 
and Prince Edward Island. 

In order to consent to the use of o~r audit report in the Prospectus, Our professional standards 
require that we cany out certain procedures including a review of the Company's interim financial 
statements for the three months ended March 31; 2007 and 2006 and any other interim financial 
statr-..ments that may be issued, and a review of subsequent events and transactions, up to the date 
the .Company files the final prospectus with regulatory authorities. We are also required to update 
our communications· with the Company's legal counsel and obtain representations frOm 
niallageme~t similar t?those we customarily receive as part of our annual audit. 

. In connection with the proposed offering of securities, we understand that the underwriting 
agreement will provide that we perform certain procedures for the purpose of issuing a comfort 
le~r to Dundee Securities Corporation, crnc World Markets Inc;, Merrill Lynch Canada, Inc .. 
UBS Securities Canada Inc., Credit Suisse Securities (Canada) Inc., and Haywood-Securities Inc. 
(collectively, the "Underwriters''). The comfort letter would make reference to our audit report and 
our review of the unaudited interim financial statements issued up to the date of the ProspectuS, 
and set out the procedures perfonned at the Underwriters' request and the. results of performing 
those procedures. In addition, we understand thafthe Underwriters have requested that we attend a 
me;e,ting (the "due diligence meeting"} at which the Underwriters and the Underwriters' legal 

. counsel wish to ask us certain questions in connection with our audits referred to above, and that 
YOIl have agreed to grant such request.· . 

_.. . We Wlderstand that the UndelWriters are experienced undelWriters and will be canying out 
other procedures they ~eem appropriate to obtain whatever information they believe is necessary 
to ·complete their investigation of the financial affairs of the Company. Our audits of the 
Company's financial statements referred to above were not carried out for the purpose of such 
investigation, and our auditors' reports, our comfort letter, and the answers that we may give for 
the due diligence meeting questions are not to be relied q.pon for that purpose. 
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. In accordance with professional standards, our audits were carried out solely for the purpose 
of providing us with sufficient appropriate audit evidence to support out opinion on the financial >­

statements referred to above. There is no assurance that the procedures we perform for purposes of 
the comfort letter and our responses to the due diligence meeting questions will address all of the 
questions that the Underwriters and the Underwriters' legal counsel may have. You shoula be 
aware that there could be sensitive matters that the Underwriters and the Underwriters' legal 
counsel may ask us to address either in the comfort letter or during the due diligence meeting that 
could affect the outcome of the proposed offering of securities. Unless otherwise instructed by you, 
we shall attempt to perform all of the requested procedures and answer due diligence meeting 
questions that are considered by us appropriate. 

You acknowledge that we have no responsibility to you if the results of our procedures or our 
answers to due diligence meeting questions result in termination of, or change in, the proposed 
secuiities offering or in misuse of any confidential infonnation discussed at the meeting. You also 
acknowledge that you have requested us to co-operate in every way with the Underwriters and the 
Underwriters' legal counsel, by perfogning the requested procedures and by answering any due 
diligence meeting questions they may ask that are considered by us appropriate. 

'You also agree to indemnify and hold harmless BDO McCabe 1.0 Limited and our personnel 
from any claim by the Underwriters and the Underwriters' legal counsel, or any other third party, 
that arises as a result of our comfort letter or our responses. to questions posted for the due 
diligence meeting. .. 

We shall advise the Underwriters and the Underwriters' legal counsel that infonnation 
acquired by them in our comfort letter or as a result of our responses to their due diligence meeting 
questions is confidential and is to be used .only in connection with the securities offering referred 
to above. 

Our prof~sional fees will be based on our regular billing rates which depend on the means by 
which and by whom our services are provided, plus direct, out-of-pocket, expenses and applicable 
Goods and Services Tax, and are due when rendered. Fees for additional services wilt be 
established separately. 

The fee will be billed to the Company by two equal instalments which are generally billed 
upon submission of the draft comfort letter and submission of the signed comfort letter 
respectively. 

If any dispute, controversy or claim arises in connection with the performance or breach of 
this agreement, either party may, upon written notice to the other party, request facilitated 
negotiations. Such negotiations shall be assisted by a. neutral facilitator acceptable to both parties 
and shall require the best efforts of the parties to discuss with each other in good faith their 
respective positions and, respecting their different interests, to fuiaJly resolve such dispute. 'l'I" 
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The agreement evidenced by this letter shall be governed in aU respects by the laws of Hong Kon~ 
SAR. It is also irrevocably agreed between us that the courts of Hong Kong shall have exclusive 
jurisdiction over any dispute including a counter claim or set-off which may arise in any way in 
connection with, or in any way touching and concerning, this letter or the agreement evide1'l.ced by 
this Jetter or the legal relationship established by this letter. However, notwithstanding the above, 
where the Company carnes on business in another country and disputes arise in respect of that 
business we shall reserve the right to take appropriate legal action in the courts of that jurisdiction. 

Please confirm your understanding and agreement with the foftigoing by signing and dating a 
copy of this letter and returning it to us. . 

Yours faithfully. 
BOO McCabe Lo Limited 

We have read and accept the foregoing understanding. 
For and on behalf of Sino-Forest Corporation 

By ____________ __ D&e ____________ __ 

i 

.\ 
I 
! . 
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July 4, 2008 

BDO Mcca.b~ Lq Limited 
Cel1i1Jed Public Ac<o(int<mts 

4~ *-U1t-itJ'1'*.f}F~~ 1114'-~ 

The &ardofD:irec~or8 
Sino~F.or-elit Corporatiol1 
90 ~!Ifflthorpe Road West, 
$uii-o 120~, Mi68isll~ugaj 
Ontario GanadulSB.3Q3 

Dear Sir I Madam: 

251~ fl6orWi[lgOn ~ntra 
111 Cortl1:aught RQIIO Central 
H~ng-:kqng-
Teleplio~e; (&52)25415041 
facilmlle : (8n) 2:815 ~<39 

~~+iIHt'" IIIU 
Tt~'I'~ 19;~ 
~'1~ : ($51ft54J 504 I 
!u- ; (852) 2615 2i39 

We have audited the COi190lidated balance sheets of Sino.;Fdtest Corporation (the '~mpany") 
as at Dec.eml:)et 31. 2006 Dlld 20-05. and the consolidated statements of mC<Jme, comprehensive 
.incQme. (etained earnings and cash flows for each of the yellfS in the two-year period ended 
Oecelnber 31, 2006. Our report to the ~hllfelloldefs was dated March 19. 2007 on the financial 
l!tatenxents for the y~ars ended Dec.erober 31, U106 and 21J05. bur report Qil the ftn(jttcial 
statettients"for: the two-yellr period en~ed 1l>ecemher 31, 20M t4: to be iqeluded in a o~rl.i:ig 
metnol'lftaubl (the. 'io.ff'erltlg ;Mefilora;ndum", rela~ to ,tfu, PJ!'Qpo~ed iS$u¢o{ tht ~l1v.e:rtible 
~ent~f: notes of the C~p!iny;t~ he: (~ed ~y t"Q:e Co.ropan,yurider 'th.."e-$e¢utlties A~tii'~ JijtJf~h 
Cq1~bta, 4J~rtal MiUrltobn, 01ltari6, SA~katp1h;;\Vl\il, 'Que'bec.N'ova Scotia. New(6wld1and a:nd 
tabrlidor.:N~ ~tuJ.i6Wiokand,Prin~eEdW~l$lattdasi$pl#pnate;. 

- lilot'dci,"- :to 69~~t.nl totl1~ '!lKe of our audit ~portih th~ Offe.(Jjijt M¢mo(a~dtun; oUr 
profcsslomU stant{iit4s ,(<<l,iIi~ tl1#t we carty. , out ~rtatnprocedurt5s,blelu:dilig a ,te.'\tlWi of tl,i¢ 
c.o~pntl¥'B. cOllsOlidat:¢d fin<ilJ¢ial statettJenfjj for the-mcee months ellded Mareh31, 20~7 and 
'1'6VitiW of-sUbse.quent events alldtmlisact1911s:, ~p tliltlte date tIle Cmllpllil--Y filfls:the (mat Pl'o:sp:ect~ 
-with 'tegu.1at()(y authorities- We af,e also reqUit-e.d to 1!-pdate QUt -eom,m\lI)jcatioM with the 
Compan)liil legit eO~'SQl 8{ld -obtain representations from ftl1lJia:~eme11-t similar to those we' 
~U8t6mari1y :rec¢'jve as part of our Ml'tual audit. 

In cOtUlection with the, proposed offeriiur o£ ~.ec\!.ntie~, WCundeIltandwe willperfonncettaiil 
'proce(jli(eS fur the-put'pQ-se of issuing a QOiDfort iett~t to M~irlU Lyncn. Pierce, Ftmner &. Smith 
Incorporafed (tbe ·~tJ~tleiwfater"). The (i().tnfott letter-wGUld make ref~rence to Oll"f audit report and 
,(,)uf fMe\V of Uie ~ud_ited inte(ibi consofiaated fmanoinl statements, and set QUt the prOc~dlltes 
p-erfotnl<ro. at. the trnd~'>'rttet8I"eq~est a(id th~'-r~$~lts Gfperfonnfug th08eprQoodures.in~c;t<iitijjfl; 
we understand that tbt!! U41der-wriret bas~quested th.at we attend a· tneetin..w (the: t1due diU:gell'Qe 
meeting") at \vhicn the. Underwriter atid itS leglil .~o1Jfisel wMI to a~ Uli certain quos-tions in 
-c()imection with oUr lillditsl'eferred to above,andtha~:you have agreed te grantsu.ch request. 

We i.lt1:d~stand lhat the Under:Writer is an experienced underwriter and will becanying out 
other ,procedures it deems appropililt¢: tQ Qbtsm wh~tev¢r infotJ:Iu.ltiolt it beiieves is neGess!!Q'to 
pompfe.te the.ir investig-attOli oEthe mlan¢w affairs of the Com~any_ Our aUdi.ts of the C01llpilllY's 
¢"on$olidaJed firta:n¢ial· st21tements· r<#erie'd to above Wet.e not carded out.iQf tm: put;pose (jf s.uoh 
investigation, and our !J,udi(ors! (~P.ortS, o.Ur eomfQrt I~tttt:, 'andtbe i1i1sW.ers that we may give for. 
the <llin dilig~Ge meeting que8tio.tiS.-ate~ilOllQ bew1ie4 tlp,(m, for thatinl!pQSe. 
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1n accordance with professional standards, our audits were ctUti~d out. solely for the purpose 
9t providing us with lltdflcient appropriate audit eVidence to SUp-port o'!lr opinioll on the 
cOli~oHd8.ted financial statements re'fcrred to above. There is no asauranee thafthe procedures We 
perfonn for purposes of the comfort letter al1dOUf responses :to the du~ diligi-lJJc¢ meeting 
ql,(estions will address all of the queatloJ18 that the Underwrit,er artd Its legnl cQunsel ma)' have. You 
$houtd be aware that there oould he sensitive matters th'a.t Ute Undet:Writ6r and its le.ga1 coU11sel 
may ask us to address either in the comfort letter or during the duedifigen~ IIl-eet"QIg that could 
nffect the pl1tcoine of the proposed a#,ering o"fS{)curities. urtJ¢1!S otherwise. instnlotE!d by you, we 
shaJ:latt~ti1pt to peifotm aU of th¢ r«{uestedp~-eeedures au{fanSw.~J'dll~ dut~nce m!)$tmg 
·qllestions. that-lU~ ~pnsidere4 byuiia.ppropria«!, . 

Yo.u ackn()wl~dgc6 that we have' no re.sponsib1lf!Y to you tfths ~su1tii of ()Ut pr.o.cedUI$ or our 
. Msweis t(> -due. l&1.{geJ:loo.me.et1ng qu.-estlGl\s result ill t.etwinatianQf,orCban.ge in., the ~pb~~d 
.s~ijutjttes·oftetlng'()d~ mialfsiHif il:PY c-onfldenil~1 jpfonnntion discussed at tlle"llie~tbt~! Yon at${) 
.8c~owledge thllt. you lHlve teqileiirei! us. to dO-QPetatll ill wei)' Way with :the Underwriter l!lld. its 
legal cOtlng.ai, by petfQnning tli() requested pio.cedureSruid by lill.S\vermg lU1y due diligence 
meeting questions they may ask that are qonsid.ered by ui; aPPC9printe .. 

You alliti agwo toind'ellutifY and holdhanulcss BDO McCabe Lo Li;rni~d <m.4 olfr petsQl1~el 
"from any ¢lnim by the Umfenvrlter And its legal counsel, .or ,any other third p~ tMtarises as a 
result of our comfort l~tter or our res po uses' to q!l~Sfi9JtS postedt'orthe due dillgen.ce meeting. 

WfJ sbalh.d\llse the Und.erwri~r al1u.its: legal colmllel t1l11tinj:'ormatiOti aeqffired by them in our 
comfort letter or as a re.sillt of our t~~p.oi\i;eS to their dlJ6 diligenoe meeting qtlestro.t)sis 
confidential and is to be.u.sed only. incoooeoiion wit-iUlte se~utm¢S:oftering.refe.rred t~ ab-ove. 

. Our pt;afu9S1omll fee.s wIll be bailad on out r-e.guf1U' bming rates w.hich.dq,end QIl the means ~ 
w-bicli niJd by whom our 8ervjcesare proVi(/ed;plus direct. out-of.p'Ockef, e~penses.and appliea.ble 
Goods and Services Tax (if any), and ~ due when refidered, Fees for o:ddltlonm s~r\lices win be 
e81iIblished separately. 

The fee wiJ1 b(i bitted to the CompiUlY byfWQ eql.t~i i~sWm.el).t~, which aregener~ly billed 
ti.p'J!i1 8ubmll)siet1 Qf the dra,ft G<!mfort l(jtt~taIiQ S:ubi'l:tis-~lPli at the. sJgil¢ ·¢oltifori Jetter 
fe,spectively •. 

If nny dispute; contto.ve'rsy or claim iI,r)8cs in oo~-ction wiW the jJ~Q"nnauce ;or breach ('.if 
t.his a~~me.ilt, sUMr p:arlY may, upon written nQtiG.e to tire otliet pilrtY>- r~uept .facit!tat~d 

. negotiatlons. Suoh. negotiafieos snail be assisted by a neutral:tacilitat'llr aCCeptable to b9th pi\ttieS 
an.d s~an require the best efforts of tlte parties to discuss witb each oilier in good faith theft 
respective posit1ons and~ respeoting their different interests, to finally resolve slloh dispute. 
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Theagtee1l1ent evidenced by this letter shall be g-ovarned in all respects by the laws of Hong Kong 
BAR. It. is also irrevocably agreed betweJ:)rt us thilt the courts of Hong Kong shall have eXclusive 
j~risdiction over any disputeincludiQg a counterclaim 01' s.etooOff which may tJrlse in any way in 
'~O.pnectl(jnwith, or in any way touchi~g and ;ooncenUn&this le1t6l' or the a:greement evidenced by 
this JetteI:' 9r the legal relationship established by-this tetter. Hbwever, notwitl\standing the abov-e, 
w!;tere tlle Company carries 011 busine:;sm aj).offiertlountty and displltes arise in respeCt of that 
busin:es.s we sha.llreserve the rightto take appropriate 1~1il. action iy. the coutts of that jurisdiction. 

Please confmrt your ~l\derstandlnsand agreement With the foregoing by signing and dating a 
copy of this letter and returnmg it to us. 

Yours faithfully, 
BDQ McCabe Lo Limited 

··~~~Mt/~ 

i'" 

We ha"~ ~d t\ . acc~t the foregoing understanding. 
For $.~~hS f' of Sino-Forest COTporation 

~I· 
V/Iy '\' 1 6 JUl 201f8 

D~e ____________ _ 

, . 
./ 
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May 15,2009 

The Board of Directors 
Sino-Forest Corporation 
90 Bumhamthorpe Road West, 
Suite 1208, Mississauga; 
Ontario Canada L5B3C3 

Dear Sirs I Mesdames: 

Itf 25th Floor Wing On Centre 
III Connaught Road Central 
Hong Kong 
Telephone: (852) 2541 5041 
Facsimile: (85212815 2239 

20th Floor Central plaza 
18 Harbour Road Wanchai 
Hong Kong 
Telephone: (852) 2877 8500 
Facsimile : (852) 2815 2239 

()urref:523581SII0509 

-i-i@.-fiIHi'l' 111ltt V 
>i<.~'I'.u 25.ji: . 

'tit : (852) 25415041 
~.A- : (852) 28152239 

.ft-~itit~jfi! 18st 

'I' Jl.~ ~ 20 .it 
'tii : (852) 2877 8500 
~.,R.. : (852) 2815 2239 

We have audited the consolidated balance sheet of Sino-Forest Corporation (the "Company") 
as at December 31, 2006, and the consolidated statements of income, retained earnings and cash 
flows for the year ended December 31, 2006. Our report to the shareholders was dated March 19, 
2007 on the financial statements of the Company for the year ended December 31, 2006. We 
understand that our report on the financial statements for the year ended December 31, 2006 will 
not, he included nor incorporated by reference in a short form prospectus (the "Prospectus") 
relating to the proposed offering and issue of common shares (the "Common Shares") of the 
Company, to be filed by the Company under the Securities Acts of British Columbia, Alberta, 
Manitoba, Saskatchewan, Ontario, Nova Scotia, Newfoundland and Labrador, New Brunswick and 
Prince Edward Island . 

. For the purpose of the portion of the offering, in which, the Common Shares will be. offered 
in an international offering by Credit Suisse Securities (Canada) Inc. and'other underwriters to be 
determined later (collectively the "Underwriters"), an offering memorandum which includes the 
Prospectus (the "Offering Memorandum") will be issued by the Company. We understand the 
.financial state~ents of the Company for the year ended December 31, 2006 will be incorporated 
by reference and our report thereon dated March 19, 2007 will be included in the Offering 
Memorandum. 

I'll order to consent to the use of our audit report in the Offering Memorandum, our 
professional standards require that we update our communications with the Company's legal 
counsels and present auditors and obtain representations from management similar to those we 
customarily receive as part of an annual audit. 

IQ. connection with the proposed offering of securities, we understand we will perform certain 
procedures for the purpose of issuing a comfort letter to the Underwriters. The comfort letter will 
make reference to our audit report, and set out the prOCedures performed at the Underwriters' 
request and the results of performing those proct?dures. In addition, we understand that the 
Underwriters request that we attend a meeting (the "due diligence meeting") at which the 
Underwriters and the Underwriters' legal counsels wish to ask us certain questions in connection 
with Oijr audit referred to above, and that you have agreed to grant such request. 

Cont'd2 ... i 
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We understand that the Underwriters are experienced underwriters and will be carrying out 
other procedures they deem appropriate to obtain whatever information they believe is necessary 
to ~mplete their investigation of the financial affairs of the Company. Our audit of the Company's 
financial. statements referred to above will not be carried out for the purpose of such investigation, 
and our auditors' report, comfort letter, and the answers that we may give for the due diligence 
meeting questions are not to be relied upon for that purpose. 

In accordance with professional standards, our audit was carried out solely for the purpose of 
providing us with sufficient appropriate audit evidence to support our opinion on the consolidated 
finan~ial statements referred to above.· There is no assurance that the prOcedures we perform for 
purposes of the comfort letter and our responses to the due diligence meeting questions will 
address all of the questions that the Underwriters and the Underwriters' legal counsels may have. 
You should be aware that there could be sensitive matters that the Underwriters and the 
Underwriters' legal counsels may ask us to address either in the comfort letter or during the due 
diligence meeting that !X)uld affeCt the outcome of the proposed offering of securities. Unless 
othelV!ise instructed by you, we shall attempt to perform all of the requested procedures and 
an~w~r. due diligence meeting questions that are considered by us appropriate. 

You acknowledge that we have no responsibility to you if the results of our procedures or our 
answers to due diligence meeting questions result in termination of, or change· in, the proposed 
securities offering or in misuse of any confidential information discussed at the meeting. You also 
ackno\vledge that you have requeSted us to co-operate in every way with the Underwriters and the 
Underwriters' legal counsels, by performing the requested procedures and by answering any due 
diligence meeting questions they may ask that are considered by us appropriate. 

You also agree to indemnify and hold harmless BDO Limited (formerly known as BDO 
McCabe Lo Ljmit~) and our personnel from any claim by the Underwriters and the Underwriters' 
legal counseis, or any other ~ird party, that arises as a result of our comfort letter or our responses 
to questions posted for the due diligence meeting or conference call. 

We shall advise the· Underwriters and the Underwriters' legal counsels that information 
acquired by them in our comfort letter or as a result of our responses to their due diligence meeting 
questions is confidential and is to be used only in connection with the securities offering referred 
to above . 

. You will arrange for us to receive copies of proofs of the Prospectus and the Offering 
Memoradum prior to filing as applicable so that we may carry out the required procedures. You 
will also provide us with a copy of the documents filed with the regulators. 

Our professional fees will be based on our regular billing rates which depend on the means by 
which and by whom our services are provided, plus direct, out-of-pocket, expenses and applicable 
Goods and Services Tax, and are due when rendered. Fees for additional services will be 
established separately. 

As agreed, the fee for the above scope of work amounts to US$60,OOO. The fee will be billed 
to the Company upon submission of the final comfort letter. 

Cont'd 3 ... J 
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.If any dispute, controversy or claim arises in connection with the perfonnance or breach of 
this agreement, either party may, upon written notice to the other party, request facilitated 
negotiations. Such negotiations shall be assisted by a neutral facilitator acceptable to both parties 
and' shall require the best efforts of the parties to discuss with each other in good faith theit 
respective positions and, respecting their different interests, to finally resolve such dispute. 

The agreement evidenced by this letter shall be governed in all respects by the laws of Hong 
Kong SAR. It is also irrevocably agreed between us that the courts of Hong Kong shall have 
exclusiv~ jurisdiction over any dispute including a counter claim or set-off ~hich may arise in any 
way in connection with, or in any way touching and concerning, this retter or the agreement 
evidenced by this letter or'the legal relationship established by this letter. However, 
notwithstanding the above, where the Company carries on business in another countrY and disputes 
arise in respect of that business we shall reserve the right to take appropriate legal action in the 
courts of that jurisdiction. 

Please confirm your understanding and agreement with the foregoing by signing and dating a 
copy of this letter andrefurnirig it to us. 

Yours faithfully, 
SD.o LIMITED 

We have read and accept the foregoing understanding. 
For an on aif of Sino-Forest Corporation 
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June 22, 2009 

The Board of Directors 
Sino-Forest Corporation '0 Burnhamthorpe Road West, 
Suite 1208~ Mississauga, 
Ontario Canada L5B3C3 

Dear Sirs I Mesdames: 

Our ref :52358ISH060912206 

We have audited the consolidated balance sheets of Sino-Forest Corporation (the "Company") 
as at December 31, 2006 and 2005, and the consolidated statements of income, retained earnings 

; and cash flows for the years ended December 31, 2006 and 2005. Our report to the shareholders 
was ·dated March 19,2007 on the financial statements of the Company for the two years ended 
December 31, 2006. We understand that our report on the financial statements for the two years 
ended December 31, 2006 will be incorporated by reference in an exchange offer memorandum 
(the "Memorandum") relating to the offer to exchange any and all outstanding US$300;OOO,OOO 
9.125% guaranteed senior notes due 2011 issued· by the Company. 

In order to consent to the use of our audit report in the Memorandum, our professional 
standards require that we update our conununications with the Company's legal counsels and 
preserit auditors and obtain representations from management similar to those we customarily 
receive as part of an annual·audit. 

~ connection with the proposed exchange offer, we understand we will perfonn certain 
procedures for the· purpose. of issu~g_ a comfort letter to the dealer manager, Credit Suisse 
Securities (USA) LLC (the "Dealer Manager"). The comfort letter will make reference to our audit 
report, and set ollt the procedures performed at the Dealer Manager's request and the results of 
performing those procedures. In addition, we understand that the Dealer Manager's request that we 
attend a meeting (the "due diligence meeting") at which the Dealer Manager and the Dealer 
Manager's legal counsels wish to ask us certain questions in connection with our audit referred to 
above, and that you have agreed to· grant such request. 

. We understand that the Dealer Manager is an . experienced deal~r manager and will be 
canYing out other procedures it deems appropriate to obtain whatever information it believes is 
necessary to complete its investigation of the financial affairs of the Company. Our audit of the 
Company's financial statements referred to above :will not be carried out for the purpose of such 
inve~tigation, and O\lr auditors' report, comfort letter, and the answers' that we may give for the due 
diligence meeting questions are not to Qe relied upon for that purpose. 
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In accordance with professional standards, our audit was carried out solely for the purposeyof 
providing us with sufficient appropriate audit evidence to support our opinion on the consolidated 
finanCial statements referred to above. There is no assurance that the procedures we perfonn for 
pUrp<lses of the comfort letter and our responses to the due diligence meeting questions will 
address all of the questions that the Dealer Manager and the D~ler Manager's legal counsels may 
have. You should be aware that there could be sensitive matters that. the Dealer Manager and the 
Dealer Manager's counsels may ask us to address either in. the comfort letter or during the due 

" diligence meeting that could affect the outcome of the proposed exchange offer. Unless otherwise 
instructed by you, we shall attempt to perfonn all of the requested procedures and answer due 
diligence meeting questions that are considered by us appropriate. 

You acknowledge that we have no responsibility to you if the results of our procedures or our 
answers to due diligence meetitig questions result in tennination of, or change in, the proposed 
exchange offer or in misuse of any confidential infonnation discussed at the meeting. You also 
ackrlowledge that you have requested us to co-operate in every way with the Dealer Manager and 
the D~ler Manager's legal counsels, by perfonning the requestoo procedl!res and by answering 
any d~~ diligence meeting questions they may ask that are considered by us appropriate. : 

~ " 

:; 

You also agree to indemnify and hold harmless BDO Limited (formerly known as BDO 
McCahe Lo Limited) and our" personnel from any claim by the Dealer Manager and the Dealer 
"Manager's legal counsels,. or any other third party, that arises as a result of our comfort letter or our 
responses to questions posted for the due diligence meeting or conference call. 

We shall advise the Dealer Manager and the Dealer Manager's legal counsels that information 
acquired by them in our comfort letter or as a result of our responses to their due diligence meeting 
questions is confidential and is to be used only in connection with the exchange offer referred to 
above." 

" You will arrange for us to. receive copies of proofs of the Memorandum prior to filing as 
applica:ble so that we may carry out "the required procedures. You will also provide us with a copy 
of the documents" filed with the regulators as applicable. 

Our professional fees will be based on our regular billing rates which depend on the means by 
" which" and by whom our services are provided, plus direct, out-of-pocket, expenses and applicable 
Goods and Services TaX, and are due when rendered. Fees for additional services will be 
established separately. 

,. 

As agreed, the fee for the above scope of work amounts to US$58,OOO. The fee wi1l be billed 
to the Company upon submission of the final comfort letter. 

'. ~. 

Cont'r;i3 ... } 

; 

.I 

qs 
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If any dispute, controversy or claim arises in connection with the perfonnanc~' or breach of 
this agreement, either party may, upon written notice to the other party, request fatilitated 
negotiations. Such negotiations shall be assisted by a neutral fucilitator acceptable to both parties 
and shall require the best efforts of the parties to discuss with each other in good faith their 
respective positions and, respecting their different interests, ~o finally resolve such dispute .. 

the agreement evidenced by this letter shall be governed in al~ respects by the laws of Hong 
Kong SAR. It is also irrevocably agreed between us ~at the courts of Hong Kong shall have 
exclusive jurisdiction over any dispute including a counter claim or set-Qff which may arise in any 
way in connection with, or in any way touching and concerning, this letter or the agreement 
eviden~ . by this letter or the legal relationship established by this letter. However, 
notwithstanding the above, where the Companycari'ies on business in another country and disputes ./ 
arise in respect of that busineSs we shall reserve the right to take appropriate legal action in the 
court.s of that jurisdiction. 

P~C!lSe conflIlI1 your understanding and agreement with the foregoing by signing and dating a 
copy bfthis letter and returning it to us. 

" 

Yours faithfully, 
BDOLimited 

IJl1.f) L-t<L 

'.' ., 

'. 
-i 

an accept the. foregoing understanding. 
eh If of Sino-Forest Corporation 

By~~~~------
1 ~ lijN lUUQ 

Date ____________ __ 
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November'I8,2009 

The Board of Directors 
SiJlO~Forest Corporation 
90. :Buqtham~lto.tp'e ROll.d West, 
Suite 12081 Mississauga., 
O,p.tario C.nnadaLSa3C3 

,. 

We Jta:ve alldited the ooi1~olid!loted baiMoo sheet Qf$lno-Fomst C-orp6ratlon (thej~COill}iiilly") 
as at DeG.ember 31, 2006. and tile cOlls.oiidated statements of htooffie, retained. enrni)lgs nlld cmsn 
f1o-ws for the yearclfded December 31, 2006. Our £eport t9 the shareltcilders, was dated Maroh'19, 
200.1 on tfle {manciat !l~tements,far tne ye-arenrled December 31, 2'006. OUl.:.r.epQrt on the fill~lieial 
statements fottlie yeat (mdeli Deeeiilh~ j 1, 2:OOo:is to 'be In(!f)rpeiat.ed~y.reterence fnan olferlag 
mOlnoraitaum (tfte "q:ff~il~g M~moraii~um") rela.tUlg to -the :proposed issue ()f. the convertible 
senior noteS of tiie CQil\pany., to. be filed by. tbeCQn'fPMY uild'el'tf~e Seeurftt¢$ Acts (jf Britisb 
Cohllnbla, Alberta". M'anitoha, OntarJo. Saskatqli~\Yan~ Nova,8"ttotia.;New.fbl~ndlattd~md. Ubrador, 
New l3tilnswick and PrJnc.eEdward Island. Our consellt letter will \re' ihcludedin the 01fetlng 
1v1elf1ptllttdillil. 

III oed!"f tQ cQnselit to the use of oilr au~tt. ttpOrt in tlie Offetlitg Memorandum. our 
pmfessi(:mal standards require that we llpclate Qur (xjuUnLinimttjijilS witi.: the CO"mp.atl#s loga·] 
c:ounsels antI present auditors,. and obtain repF.eseutatiolls from manageurent similar to those ,;,;e 
ClistOlMrily receive as phrt of our atU1ua( audit. . 

In cOlule¢tion with the proposed o:itt\riilg of securities; we understand we will p~tform o'ertain 
procedures for the purpose of issuing a e9~nfo).1 tetfur(Q Gt¢(fit&'issi) 8eqtltl.ties (IiSA) Ltc as it 
representative (the "Repr.e.se.lltative'·) of ·stW~r-a:1 fnitia1 pijcc1ms¢r$ .to b~: .detem.tiil¢(/ iai¢t. Ute 
comfoit letter \YouiiJ; make reterence<·ta·.ourauditrep.ar.t and set'ollt the ~.edu{.~.s .fle~¢d aHhe 

. Reptf;sentattv~'s req~oo.t I,lt\d the r~~ltsat .P¢.~~ :tlto~j;.ipr-eGedttres. Iii .additlolh -..ve 
fiod.er$Jan,d. tlnit ai·e., R~pt~entati:v¢ .hil$ i:'¢qJl¢$~d tfutt We i!~~. tM,etil~g (the "due' dlfrgence 
In~th!g") at ,Yllichili,e. R~te~e1:If4tti'Ve 'aiid i~ 'l~g41 ¢¢I~sels Wist.lliJ ,~.1i$ ~ttaiil que$.ti"eus 10 
"C{)~eclitilll with, oUFaualt: re(erred.to ab,ov~ and· t1mtYQU have asteed fQgr~b.(~ucl~ot~qllest.. 

We uliderst/:ltld~hat the Representatl:ve fS an <mp.errenc.c(! aglmt and WIll' bBcauying ontother 
procedures it deems apprnpdate to obtain whatever i'rrfurm:ation it beliewsis necessary to 
COlty>I(3.te its investigation of the finan9ial affairs otthe Company. Out audit of the Cdttipany's 
cQl'lsoJidater\ financial statements' ref-6l1'{)d to .abeve waS. hot ciu:r.le4 out fot the Plltpose or such 
iti~estig.ation; and our auditors' report, oUf'comfortletter, and the answers that we Illay ~ive for the 
dile diligence meetiagqtlestiofis ar-6 not to be I'eliedupolifor ttiatptnpose .. 

C-ollt'd 2 .. .1 

./ 

I 
I' 
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, ~~t-,#,~,·*jf1.[.iln~v..}>~ 

III aCGordance witb professional standards, otlr audit was carried oUt sotely for the pllrpose of 
providing liS ,vith sufficie.l'lt~pjlr{)priat() a,qdit ev:iden~ to St:1pport 9Ur 9Hiliioll en the .consoliqat~ 
:financial stat.eme~its re!eft-cd 19' aboVe. TIiere isnQ assuraMe tliat ttm·ptoG.erlufeS \ye p.erfunn t'~r 
purposes, of the comfort letter and QUr responses to tbe' due diligence. meeting questions will 
address all of the qaestions:tliatti'1e Represeiltative al1dIts legal colUlselsmayfulve. Yon siJould be 
aware' tb~t tllere, eplUd ~e. sen~ilive matters f.hattfi~:Repres~iib.iti'Veatid its legal cOllllsc:il.s may ask 
Us to ailCltess elfuetfutlie comfort l~ei' or dudng tlie due ·&Htg6fi¢e m.!$tillg that eouid affect tile 
9iIfe6t11~ of the ,proposed 9J.ferJIlg of 1l¢'C~itie:s. tl'ril~ss Qf;h:envj§e iti~te(l 4y you, we shall 
attempfto pet&>:rni all Q,fthe tiqueSfed. proceoure$and answer due diHgflllC'~meeti'ng *Iestiolls tliat 
aFo consittcred by us appropriate: ' 

YOll. acknowledge that We have no responstblIity to you iftlto r~dtsofotitpEocedl1teS Of our 
811$\VerS to due diligence Itteetrng questions resultiu terminatIon of, or cimtlg0 in~ the pr,oposed 
seylliities offering Or i11 misus.e of allY ¢Q'nfKl~lltial iiliformatiQn diseuss.~d at tIle meeting .. You a1sq 
acknowledge tJlat you have-requested us to. c.o>-opcratc· in every w~y witll.the Repres:entative and its 
legal counsels, by perfonningthe requested prooei1ures3nd 'by answering allY due· diligence 
meetiag qU~$tiollS thc.y ill~ ast<> that, ar6. ~si~~ted.·bY' l,.i$:ap.~r~pr1-4te. 

YOii aisQagt~e"b) :ii:(aetn,lt1t'j'Ii1t(fbold 1riirmles~BOO. LiiJj~, IijiqOl,lf petsOlumlfrom atiy 
chUm bytil.QRep.reseru;~fiv.¢·atld;tt~ l!%N CQulis!i18)~Qt:liil.y o:th!iJJ' t1Uf4PanJ. thilt.a.ti~es.aSa.r.eSultof 
our comfort [ctteror ;oure,responses to questions'PGsteif fortltccop.e-dlIigelloo meeting or conference 
ca'll.· 

We shall adYjse- th:e: Rellfeseiltative and its le.gaJ counsels 'that information acqltir{ld hy them in 
o~r conifi)t1 letter or .as a r~sult of Qur liespons~ to their due di1igen~ meeting qtlestions is 
confidential and is to be used. only iil c.onnection wltli'tlte seclIt:ities offering refen;ed to above. 

You will arrange for Us to recj'!ive c()pl~ ~f pi!o(:lfs ,~ftli.i3 Offerii\g Memorandum prrot to 
filingas,appJi¢a:ble so that we JnaY.c&llY9'lrt the requit~d ptp®Ulites. you.will a'Iso provid'elis With 
a copy cifttledoc\luien;ts filed with tl.t~ .;tegi.t1~ors. 

OUf professional fees will be based ·oll ol:lrreg!}Iar billingirafes. wliich. depeud on fite.menus by . 
which an.d hy\'{.hOl.no~r setVic~ areproV'ided, pIns «!tOOt, oot-Dr-pomtef, eXpenses and :appficahte 
Goods and SerVices, Tax (if atly)" aild ate due wIlen r,C(Idet¢d. Fees fo("add:ttioii'1l1 services .will be 
estaWisbedsepamtet~ 

As agreed, the fee fur theaboye scope of work 1U11ounfsto 00$48;'000. The fee will be billed 
to the Conipanyupoil snbmillslon orthe final conlfort letter to the Company. 

If any dispute, colltroversy or claim arises 'i'uconneetiGtt with. tlteperfomrance QT breaeh of 
tllis agreement, e.1th~r pa('tyU18,~ tipon Wrtttellf10t.l¢e t9 tite oilIer pat~ request facilitated 
iltgQtiat!ofis. Such n~t~tion:so sh:alI &e.:ir$5i$l~d. .ily Ii:tl¢l(tt~! ~intatQr a¢'cept~ble to both parties 
and sil;dJ t~l,Iir¢ tbe. tJest ,¢ftbn~Qf the .patties ftj, d~spus~ Wi(li ~a:cJl. QtMt ii?: ,gqot! Illith tl~¢fr 
respective positions alid!@pectiiJgtb:~.ir djif~r~tibm.t¢t$tsl tofliniUytf}S~~¢ $h¢hdfs:pute. 

eM t'd 3 .. ./ 
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Theagteem~nt e~id!;:ttcedby tlliHetter sJrliH b~ . .gov'erhed 'in alLre$pects l>.y111e laws QfHi:mg 
K.ong SAR. {tis, alSQ ltr0.\iQ¢aoly agi!e~ 9chvee~ os that the cellrt:s ()f Hong, Kong shRll linv() 
:exclusiv~J:udsdiGtlon. Qvel"al~y;dispul~ including a eounter claim or set-offwbich mayarJse in.any 
way iit :C011neooim with, or in .any way touching: .and concerning; this Icrtter or the agreement 
~viclenced bytl~~s letter Or ihe I~gal t¢lati6liShip esmblfshed by Niis letter. Bhwevet; 
not\vith$tancijngtI~e :ttb'QVtl, WJret!fthe ConlP3ny carries OlIbu!linesstn lii;lolher COlfri~ry and 4t$pntes 
ll:ris¢. itt l'~sp.eclOf that bushleSs We sh~dl resefYe the tigHt' to lake ~pi'oprime legal ae'fiQIl in the 
courts otthatjurIsdictibtl. . 

Please cailfirm your uitderstand,illg lilld agteclil.ent with the foregoing by sign1ng and dating a 
copy Of tliis ·letter al\.dretiIfLiing jt to !is, 

You{s'faithfulo/, 
1300 tinti'ted 

We have read a GJaocept the foregoing understanding, 
FOi' and ·1 be . ofSino-Fofest Corpecatio.n 

23 NOV 2009 
Diite ____ -.,.. __ 

qq 
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Our rcfl523SS/8H12Q9lISIl 

, 
We bityeaudited t#e ¢Qilsdlld~edQiJ,\aiJ;~ ~lle¢t ;qfSin~7IrQf~t: ¢.~tPQmtt(;)i1,,(tbe. !!Otlm.pany;') 

as at December'3klOU6.- aildtbe oortSori.~ated lItat¢liteUts Q£lriQ()iite, !~iMd·'.~roj1~gs'4l1'Id.c.asll 
floWS t'O.rthe )rear eltde(tDooetllb~r 31.) 20{)6.0IJf repDrt to the,~hat¢h~Itlet~ W-Ifs, dllted Maron 19~ 
2Qp.1 on the fjnanciitl statements (if tile' COmpany rortlte year elided DeceIU-l?-~:H ~ 200u~ W¢ 
pml!lrS(atl~ tha1 QUI' f!}'P'Pft eli tile flit-aneia! sblteiilenls rot .the yent eiided Deeemb.el' :n, 2006 will 
b~i~iP9'1;fiQ(attif,i 'J;?y l.'<lf~re!1¢e ill a. ~hoJ;tform p.l'Ospe,ctu~.(tIi:~·~P.t9~1.t;¢1tiS")alW 'ill' an:uitel'lUltibn'hi 
e)!lempt offeriiigllteiii6.r~~dum(the-(tp.lterillg'154¢i1iQ~iiitd\ltllf;):refa(~)~tothe p-rQP(}sed offetin-ga,~(l 
issuec of c~ml1non shm:es: {the "Cmmnon Shal:~"} of tIle CQtnpan)rj atid th¢ pcgsp.ea!jis is robe filed 
by the Company under tlie·SeCllr1ties Acls,orBtitish CQlumbi~;Alberta. Manitoba, Saskatchewan, 
Ontado, QU'ebe'6; Nova, S¢{ltii\, Ne\vfotindland and tabra:(foT;N:ew Bnltlswlclcand PrinceEl1ward 
isllmd. 

For the purpose of the. portion of the offering; in \vltieh, th¢ Col11/non Sliilte~ will be offered 
in an -international o-iferiilg by Credit Suisse Securities (cauada)' In-e.and otiher \:InderWrIters to be 
determiii~ latet'(celtectiVely tile "Vild:erwriters';jj fhe Offermg MeU10talldllln which includes the 
Pro-sPeetu$' itJc6rpdriltecl by referericetitereitJ. wlU be Is-sued by the C~m!lanY. We also understand 
-thaJ oUr "onsent lett~t for our repOli dated March 19, 2e07 witi be Inclu~ed in the Offering 
M6mor-an(iulll·. . 

In dtdet to eQiisenttbt1i~ llS~ of ·ouraud-it report in the Ri'nspeetus. ami the -Dlfe.on$ 
Mem,i:ihiJ1~u¢, uqt prQ~~nllf$~dar~s t¢q~it~ J~ut 'Wf} \lP'dme '(:lUI' COiUlltWlietmol'lS ,Wth the 

C~U1pitIi.Y~ le.gaicoql~~ and ~Jies~nt lii.dltcit#, ~M (:)Q~P)' ~eSefitatklM-ftQrn 1l1arra~iJ;'I:ent 
sllnilarto-tltose W¢.d(!~fWl1.a.i'Uy~·~tve'.$.I' P.artGhil;~W1U~h~d:it, 

IucoilueeU61Iwith 'tIle prl:1pn-sed, o'ffedngo£ se.nurities. we' understand·w.cnViU perfenu certain 
pi:o:oodtite~ f!;lrih~'Ptitp6se of lssllmg a OO'mforlletferto th:e tlild~·Wt-iteri. The OOItlf'ott leiter will 
m~k0r~fi!-l.e ti:> q\jt a_ij.~1t . report, and set mit the 'ptbc:edures pertlrrm~a:t the UtldetWri~(!l' 

. i'eqitest 'alldthe results of performing those pro.cet4rres. In addition, ,qe u.id~rstand that the 
UnderWriters -request tllat\Ve attend. It meeting (the '~ue diligence meeting") at whi.ch t~Ye 
Underwriters and the Underwriters' legal counsels wish to ask us certain questions in conne.cHon 
\vith .our attdit :tef~tred to l'il:Jove, and that you: have agreed to grailt such request. 

Cortt'd't .. .1 
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. We understand. that the Unoonvrnem ilre experiellcedurtMnvdte(sand \vifl· bcc~trying oltt 
other ptocedlltes tbey deem appropriate tQ ohtaill wl1atev.er iOfowatioll tile$' believe is tre0e5S~rY 
tocolllplete their investigaQotl of tire· finaucial ~ffaits of tite Company; Our audit of the Company's 
financial stateJUentsrefcrr!W to above will not be carried outror the purpose ofsuch·invest;gatiou. 
and our i!.lidltors' report. COJhfott letter, and the aiiSWerS that we may give for the due diligence 
Itleethig questiol1s are lIot to be relied upon for that purpos~. 

In accordance with l)rofes~iOllal stamiards, our audit was cat'tied out solely furtbe p,llrpose of 
pt;QVid-ing us with sufficient appropc<iate audit evidence to support our opinion on the conootidated 
financial statements referred to above, There is no assurance thaUhe procedures we perfurm for 
purposes of the ¢olufort lelter and our respoilSes to the due diligence meetIng qti~tiOri8 wHl 
addtessall of the questions tllat the Uttderwriters and the Undenvnters' legal cotltiseis may have. 
,,¥o~ sh9uld be awat'¢ that there .could be sensitive matteI'S loat fheUn.derwdt~rsaud the 
Underwriters' legalcQJ;lllSCfs may ask. us to addl'ess either in the C0mfort wtfer orduringthll, due 
dHigellce meeting that cotild affect the outcome of tbe~p()sed offering 6f~euritfu8. Unless 
,otberwlse insttllOted ~ yo(!. we sttall atlCll!pt tIii·mu.f.(itP..~an. of t/:i¢- req~elited ]J~f)Qedifl'es and 
atlSw.er dlle diligence lti.eetlhg qiIestiolw' that itte-c6imlderedby us ~pprQpti«te:. . 

YQuaclhl<nvledj}e tllahv~-lla¥¢-fto< tesp.onsibiHW,to-, yo)\ if. me,¢.$Ults df oUt ptti¢edtl(esQt~our 
answers to due a.iUgence meetillg'luestiotls result in teoninaiion-ot or change Uij the proposed 
securitie$ uffeting 01' in misllse of atty confidenti~d -urlhrnm:tion di~u~ed attIre me-eting~ Y-ou,also 

. ac1<ilowledge tha~you have requ~sted us to co"operAteiit e.very way ... ,,{tIt the. trl1der.Wriier.g~-nd the 
tJilner.wrJf<rrs' legal CQlllj~is, by performmg, tite:reques(i;d ppec~dllres and 9y atrswedng~Aydtle­

. diligence. me~ti:tlg quesfiollS tliey may ask that are coilsideied by us appropriate. 

You also agree to indenmity and hold hal'lnl~.ss BOO Limited and our personnel from allY 
olaim by the. Underwriters and tIle tJncierwfiters' legal eoutfsels, p1' -lIuy other third party, tliat nrises 
as Ii result c;}f Ol(f COlufol1letter or ou/responses toqueS(idhS .,(,lQsteq fof tl~duedjfigence li\~etl.ilg 
Qr :cQbf~renQC c:al!. . 

We shaH advise the Underwriters and the Underwriters-' IegutcOUllseJs tluit informatte,,: 
M~i~ed bytl~m. itlo~:c0mt?rt lettel' or as :a: res;'It of aui','~sp0n.ses t~ tlIeir :d.u.e::di_Iiffi.~~~e- al'eetit~8,_ 
<q~(I;:sf1()ns IS cQlinderitla:1 aild tsto be used owy 111 connection WIth tlte-;seG~lrltles offe.rmg referred 
to above. 

You will arrange fOJ' us to' receive copies of proofs of the Prospectus and the Offering 
Memorandum prior to filing as applicable so that we. may eany 0uttile r.equired pmcedUfes. You 
will also provIde us with a copy of the doctiineilts filed with the regulatets. 

Qur.profes$ional tees willbe basedoll out l'!'}gul~ bi1Hngr&t~ whi¢hdep~OlJJh&jiieai:lS by 
whipit and by whom our services are provided,- plus dkeet., out'-Of~po¢l(~t, cxpetises atidapPlfuable 
Goetts alld Services Tax, :aud _are due WhOll· rendered: Fees fef additimnd services will oe 
estflhllsbedsepa.rately~ 

As agree,d. tl1¢ fee for the above Simp6.;af work ~m~\lt,ts-t0 US$48,OOO. The fee wHl ~ piIi~d 
to' theCompauy llpOll sllbmi':ss{on of the flnal comfort letWr to tlie Compao,y. 

Cont'd 3 .. .1 
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If any disputcj controversy or claim arises lil connection with the perfor.mance at bteac}t"of 
this ~greeinent. eithct parLy m~y;up:on written llotice fQ the otber party. reqnest [acUrtat€d 
negotiations. Such negotiatiolls sllaU be assisted by a neutral facilitator accet>table te both parties 
and shall require the' besteiforts of the parties to discuss with eaeh of her in g-tlod f«ith their 
respective positIons at1d, res]Jeotitl:gtheir dlrIetetit ulterests, te tiually resolve: 1lttcil dispute. 

The.:a~reertlefit e.videliced by this letter shall he govern~ in tilt (~peofS by1be laws of Hdhg 
Kong SA.R. It is also irrevocably agreed bfltWe¢ll i:Jstli6t Jlie co.tllts of Hong Kong shalt have 
~xchlsive jurisdiction over any dispute including a cGunterc)iriin:.of set~(')tfwbialt lllayarise ill any 
way in eOmlcction with, or in any way touching andooncerning, this l~er or the agreement 
evidenced by this letter or the legal relatioilship established by ~his tetter. Hewey-cr, 
ltof:\vithstand;it)g the aoov~, where the Company carries 011 business iii ailother country and oisJ'lutes 
arise in respect of tIlat bilsitless we shall reSet ... ~ the right to t1tk~ appropr.iate legal action ill the 
courts of that Jtltisdict{OIl. 

Please confmn your undel'standillg and agreement with.tbe foregoing by signing and dating a 
Copy of this lettet and rerurn:itlg it to us. 

Yours' faithfnlly, 
BI)OLimited 

14M cd 

'r1da¢cepnhe fo:iiegQfitg urtdetst:andtng~ 
alfof·S'irio~lto~st:C.()'1por.w6.li 

l3 NOV ZOOg 
By ______ -r~ ____ _ Date _________ __ 



Date: 19 Jun, 2012 

Bill #: 

Client 
BDOL! BDO Limited 

Affleck Greene McMurtry LLP 
Billing Statement to 19 Jun 12 requested by KAD 

File 
2781002 Sino-Forest Corporation -

25th floor, Wing On Centre 
III Conn aught Road Central 
Hong Kong 

Court Documents - Class Action (157 Securities Litigation) 

Client Lawyer: Peter R. Greene 
Referral Lawyer: 

UNBILLED TIME 

Date Narrative 
01 Jun 12 .-----:u 
01 Jun 12 .. W J' 

1 J 

01 Jun 12 .e' 

04 Jun 12 
05 Jun 12 

9' J' 

3 

I It 3 
3 JUS: 

p 
'It' P • 

j j 

3l 9@i 
g I 

05 Jun 12 -:::== 'j ., ., 

06 Jun 12 • 
07 Jun 12 . trW 

3 
7". 

3 §l 

£ 
,. 53 gg 

i& 61Mb iii ab, &i3SS3JtSii tiiSl i 1LG, 3ii 

• i . J ,. S 
08 Jun 12 

11 Jun 12 

11 Jun 12 :i : .: 
nUkta: ; 711 --12 Jun 12 r a 'T 
, 
. .. . .. ....... ~.. " .... -- .. 

g 3 ; 3 , Ii Ii I . 
13 Jun 12 t g 

14 Jun 12 

NO_TAX - Ontario 
Responsible Lawyer: Peter R. Greene 
Assigned Lawyer: Peter R. Greene 

Bill Bill 
Lawyer Hours Value 
3 PRG 1.2 660.00 

27KAD 3.1 1,705.00 

105 JF .1 18.50 
27KAD 2.3 1,265.00 
27KAD 2.1 1,155.00 

it 3PRG .6 330.00 

27KAD 2.3 1,265.00 

27KAD 3.7 2,035.00 
3& 

& 

27KAD 1.1 605.00 

27KAD 5.3 2,915.00 

3 PRG 4.0 2,200.00 

g 

Ir 27KAD 5.6 3,080.00 

. 
s 

• 3PRG 3.0 1,650.00 

27KAD 4.5 2,475.00 , 3 IR 1111 '~'"IIIII 
( 3d CSMad, sa&liS 22 • 
• t P g dliOP 
• j p e 

15 Jun 12 r • 27KAD 2.5 1,375.00 
'§ 

Total unbilled time 41.4 22,733.50 

TIME SUMMARY 

Bill Bill Entered 
Lawyer Hours Rate/Hr Value Hours 
Peter R. Greene 8.8 @550.00 4,840.00 8.8 
Kenneth A. Dekker 32.5 @550.00 17,875.00 32.5 
Jenny Ferreira .1 @185.00 18.50 .1 

19 June. 20121:24 pm 

Entered Entered 
Hours Value Audit 

1.2 660.00 255017 
3.1 1,705.00 255094 

.1 18.50 255138 
2.3 1,265.00 255101 
2.1 1,155.00 255109 

.6 330.00 255170 

2.3 1,265.00 255111 

3.7 2,035.00 255115 

1.1 605.00 255119 

5.3 2,915.00 255123 

4.0 2,200.00 255171 

5.6 3,080.00 255125 

3.0 1,650.00 255174 

4.5 2,475.00 255132 

2.5 1,375.00 255i36 

41.4 22,733.50 

Entered Last 
Value Docket 

4,840.00 13 Jun 2012 
17,875.00 15 Jun 2012 

18.50 18 Jun 2012 

Bill 
Running 

Total 
660.00 

2,365.00 

2,383.50 
3,648.50 
4,803.50 

5,133.50 

6,398.50 

8,433.50 

9,038.50 

11,953.50 

14,153.50 

17,233.50 

18,883.50 

21,358.50 

22,733.50 



Date: 19 Jun, 2012 

Bill#: 

Client 
BDOL! BOO Limited 

25th floor, Wing On Centre 
I 11 Connaught Road Central 
Hong Kong 
Client Lawyer: Peter R. Greene 
Referral Lawyer: 

UNBILLED DISBURSEMENTS 

Date Cd Description/Payee 

31 Mar 12 ho Hospitality K. Dekker 
05 Jun 12 I Photocopies (27) 
05 Jun 12 2 Long Distance Charges 

4506671528 ,PONTVIAPQ 
06 Jun 12 1 Photocopies (4) 
07 Jun 12 1 Photocopies (15) 
08 Jun 12 I Photocopies (27) 
11 Jun 12 1 Photocopies (105) 
12 Jun 12 1 Photocopies (59) 
13 Jun 12 1 Photocopies (29) 
14 Jun 12 1 Photocopies (433) 
14 Jun 12 2 Long Distance Charges 

4506671528 ,PONTV1APQ 
15 Jun 12 I Photocopies (107) 
15 Jun 12 2 Long Distance Charges 

4035193875 ,CALGARY,AB 
15 Jun 12 2 Long Distance Charges 

5149542552 ,MONTREALPQ 
18 Jun 12 Photocopies (77) 

Total Unbilled Disbursements 

Total taxes on disbursements 0 
Total disbursements & taxes 

ACCOUNTS RECEIVABLE 

Orig.Bill 
Cd~ Amount 

23691 06 Jun 12 P 
2354.8 10 Apr 12 P 
23548 29 May 12 R 
23390 06 Feb 12 P 
23390 30 Apr 12 R 
23390 29 May 12 R 
23235 05 Dec 11 P 
23235 30 Apr 12 R 
23235 29 May 12 R 
23188 15 Nov II P 
23188 21 Dec 11 R 
23092 14 Nov II P 

3 142867.62 
3 103914.89 

3 40698.27 

3 13500.48 

3 28649.96 

3 .00 

Billed 
Disbs. 

3886.12 
2474.89 

1150.66 

1379.33 

1742.95 

.00 

Totals 329631.22 10633.95 

Total computed interest 
Total with interest 

19 June. 2012 1:24 pm 

Affleck Greene McMurtry LLP 
Billing Statement to 19 Jun 12 requested by KAD 

File 
2781002 Sino-Forest Corporation -

Court Documents -Class Action (157 Securities Litigation) 
NO_TAX - Ontario 

Refer# 

9210 
84000 
84000 

85000 
86000 
87000 
88000 
89000 
90000 
91000 
91000 

92000 
92000 

92000 

93000 

Billed 
Taxes 

.00 

.00 

4682.11 

1553.15 

3296.01 

.00 

Responsible Lawyer: Peter R. Greene 
Assigned Lawyer: Peter R. Greene 

Amount 

49.12 
6.75 
4.73 

1.00 
3.75 
6.75 

26.25 
14.75 
7.25 

108.25 
.43 

26.75 
1.06 

.86 

19.25 

276.95 

276.95 

Billed 
Fees 

138981.5 
101440 

34865.50 

10568.00 

23611.00 

.00 

Lawyer Audit 

27 KAD 049002 

Unpaid 
Disbs. 

3886.12 
.00 

.00 

.00 

.00 

.00 

U84 
U84 

U 85 
U 86 
U 87 
U 88 
U 89 
U90 
U91 
U91 

U92 
U92 

U92 

U93 

Unpaid 
Fees 

138981.50 
.00 

.00 

.00 

1556.40 

.00 

Payments 

-103914.89 

40688.27-
10.00-

13490.48-
10.00-

26891.23-

142,867.62 
.00 

.00 

.00 

1,758.73 

.00 

9531.27 309466 3886.12 140537.9 -185004.87 144,626.35 

40.29 
144,666.64 

B 92011 
B 55001 

Received From! 
Description 

C102001 Wire From Bdo 
B 19004 
C 79002 Wire From Bdo 
C100002 From P. Cash To Cover Wire 
B208002 
C 79001 Wire From Bdo 
C100002 From P. Cash To Cover Wire 
B195001 
C336001 Wire From Bdo 
B192013 

2 



Date: 19 Jun, 2012 

Bill#: 

Client 
BDOLI BDO Limited 

25th floor, Wing On Centre 
II I Conn aught Road Central 
Hong Kong 
Client Lawyer: Peter R. Greene 

TIME SUMMARY 
Bill 

Lawyer Hours 

3 Peter R. Greene 8.8 

Bill 
Value 

4840.00 

Affleck Greene McMurtry LLP 
Billing Information Summary to 19 Jun 12 requested by KAD 

Average 
Rate 

550.00 

File 
2781002 Sino-Forest Corporation -

Court Documents - Class Action (157 Securities Litigation) 
NO_TAX - Ontario 

Responsible Lawyer: Peter R. Greene 
Assigned Lawyer: Peter R. Greene 

Last Entered Entered 
En!!y Hours Value Billing Instructions 

13 Jun 12 8.8 4840.00 

lot) 

27 Kenneth A. Dekker 32.5 17875.00 550.00 15 Jun 12 32.5 17875.00 File: 2781002 Bill Lawyer: 27 KAD 

105 Jenny Ferreira .1 18.50 
Total unbilled time 41.4 22733.50 * 

UNBILLED DISBURSEMENTS 
Cd Description 

I 
2 
ho 

Photocopies 
Long Distance Charges 
Hospitality 
Total unbilled disbursements 

Total disbursements and taxes 

Total to Bill 

ACCOUNTS RECEIVABLE 

Total Accounts Receivable 
Total computed interest 
Total with interest 

Transaction Levy Surcharge Posted: 0.00 

185.00 01 Jun 12 

220.75 
7.08 

49.12 
276.95 

276.95 

23,010.45 

144,626.35 
40.29 

144,666.64 

.1 18.50 
41.4 22733.50 * 

Bill Date: Bill No: 

Bill up to 19 Jun 2012 

Final Periodic Interim 

D D D 

Bill Amount $ 

Disbursements Billed $ 

Including Unposted $ 

Photocopies $ 

Telephone $ 

Other $ 

Fee Billed $ 

Tax Amount $ 

Lawyer Fee Credit $ 

Lawyer Fee Credit $ 

Lawyer Fee Credit $ 

Lawyer Fee Credit $ 

Partnership Fee Credit $ 

Transfer from Trust 
to pay account $ 

Write Off 
Unbilled Disbursements $ 

Unbilled Time 

Accounts Receivable 

Close File 

Account Approval 

Last bill: 06 Jun 12 Fees to date: 309,466.00 Time Billed: 309,466.00 Variance: .00+ Disbs billed: 10,633.95 
Quoted Amounts: Fees: Hours: 0 Disbursements: 0 

19 June, 2012 I :24 pm 

D 

$ 

$ 

Write Off 

D 





-2-
SCHEDULE "0-2" 

PROOF OF CLAIM AGAINST 
DIRECTORS OR OFFICERS OF SINO-FOREST CORPORATION 

This form is to be used only by Claimants asserting a claim against any director and/or officers of Sino­
Forest Corporation, and NOT for claims against Sino-Forest Corporation itself. For claims against Sino­
Forest Corporation, please use the form titled "Proof of Claim Against Sino-Forest Corporation", which Is 
available on the Monitor's website at http://cfcanada.fticonsulting.com/sfc. 

1. Original Claimant Identification (the "Claimant") 

Legal Name of Claimant BDO Limi ted 

Address 25th Floor, wing On Centre 

111 Connaught Road Central 

City Hong Kong Prov / StatIL-.. 

Postal/Zip code. _____ _ 

2. Assignee, if D&O Claim has been assigned 

Full Legal Name of Assignee ___________ _ 

Address, _________________ _ 

City __________ _ Prov / State_ 

Postal/Zip code ______ _ 

3. Amount of D&O Claim 

Name of Contact Stephen Chan 

TItle Director, Head of Risk 

Phone# +852 2218 8288 

Fax# +852 2815 2239 

e-mail StephenChan@bdo.com.hk 

NameofContact .... ________ _ 

Phone # __________ _ 

Fax# _____________ _ 

e-malJ'--__________ _ 

~
he rector or Officer was and stlllis Indebted to the Claimant as follows: 

ljwe have a claim against a Dlrector(s) and/or Officer(s) 
ame(s) ofDirector(s) and/or Original 

Officer(s) Currency 
-Kai Kit Poon -PC~D~N~---
David Ho:csley 
JH?l\~Jlfi'i-xae 11 
,.Varnes Bowl and 
\James Hyae 

-Edmund Mak w. Judson Martin / Garry West 
Simon Mur~ay / Peter Wang 

4. Documentation 

Currency Amount Amount of Claim 

~204;375', 000.00 

Provide all particulars of the D&O Claim and supporting documentation, including amount, and description oftransaction(s) 
or agreement(s), or legal breach(es) giving rise to the D&O Claim. 

See attached 

5. Certification 

I hereby certify that: 

1. I am the Claimant, or authorized representative of the Claimant. 
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2. J have knowledge of all the circumstances connected with this D&O Claim. 
3. Complete documentation In support of this 0&0 Claim is attached. 

HONG KONG 
Dated at _______ _ 

19th June 
this __ day of 2012 

6. Filing of D&O Claim 

Stephen Chan 
(authorized representative of BDO Limited) Name 

Title Director, Head of Risk.of BDO Limited 

Signature~k!~ d~ 
"£ ( I? CHEUNG SAl KWONG, SIMON 

Witness /' d7~ ~ Solicitor, Hong Kong SAR 
__ (Simon Cheung & Co.) 

5B, Two Chinachem Plaza, 
135 Des Voeux Road Central, 

Hong Kong. 

This Proof of Claim must be received by the Monitor by no later than 5:00 p.m. (prevailing 
Eastern Time) on June 20, 2012, by registered mail, courier, personal delivery or electronic or 
digital transmission at the following address: 

FTI Consulting Canada Inc. 
Court-appointed Monitor of Sino-Forest Corporation 
TD Waterhouse Tower 
79 Wellington Street West 
Suite 2010, P.O. Box 104 
Toronto, Ontario MSK 1GB 

Attention: fodi Porepa 
Telephone: (416) 649-8094 
E-mail: sfc@fticonsulting.com 

An electronic version of this form Is available at http://dcanada.ftlconsulting.com/sfc 



Proof of Claim 

BDO Limited 

1. BDO Limited ("BDO"), is a Hong Kong-based accounting firm formerly known as BDO 

McCabe Lo Limited that, among other things, conducts audits of the annual financial statements 

of publicly traded companies. BDO audited the annual financial statements for the Applicant, 

Sino-Forest Corporation ("Sino") for the years ended December 31, 2005 and December 31, 

2006. BDO was the auditor for Sino until on or about August 12, 2007, when BDO was replaced 

as auditor by Ernst & Young LLP ("E& Y"). 

The Ontario Class Action: 

2. On July 20, 2011, a Notice of Action was issued commencing a proposed class action 

brought by The Trustees of the Labourers' Pension Fund of Central and Eastern Canada and 

others against Sino-Forest Corporation and others in Ontario Superior Court of Justice Court File 

,No. CV-11-431153-00CP (the "Ontario Class Action"). This was followed by the delivery of the 

initial version of the Statement of Claim in the Ontario Class Action on August 30,2011. 

3. The Ontario Class Action seeks to certify an action on behalf of all persons who 

purchased Sino securities in Canada during the Class Period (which is defined as March 19,2007 

to June 2, 2011), as well as all Canadian residents who purchased Sino's securities outside of 

Canada. 

4. The original claim in the Ontario Class Action named Sino; several current and former 

officers and directors of Sino; Sino's auditor from August 2007 until April 2012, E&Y; several 

investment dealers that acted as underwriters for a series of public offerings of securities by Sino; 

and P5yry (Beijing) Consulting Company Limited ("P5yry Beijing"), which conducted 

valuations of Sino's timber assets during a portion of the Class Period. 

5. On or about January 25, 2012, the Statement of Claim in the Ontario Class Action was 

amended to add BDO as a defendant, and it was further amended on April 18,2012. A copy of 

the most recent April 18, 2012 version of the Statement of Claim (the "April 18th Claim") is 

attached at TAB A hereto. 
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6. The April 18th Claim seeks to certify the Ontario Class Action as a class action and 

makes the following damages claims against BDO, along with other defendants to the Ontario 

Class Action: 

(a) On behalf of all of the Class Members who purchased Sino's securities in the 

secondary market during the Class Period (which is defined as the period from 

March 19,2007 through June 2,2011), and as against all of the Defendants other 

than the Underwriters, a claim for general damages in the surn of $6.5 billion (the 

"Secondary Market Claim"); 

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

distribution to which a June 2007 Prospectus issued by Sino (the "June 2007 

Prospectus") related, a claim for general damages in the sum of $175,835,000; 

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

distribution to which a December 2009 Prospectus issued by Sino (the "December 

2009 Prospectus") related, a claim for general damages in the sum of 

$319,200,000; 

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

Notes due 2013 pursuant to a July 2008 Offering Memorandum issued by Sino 

(the "July 2008 Offering Memorandum"), a claim for general damages in the sum 

of US$345 million; 

(e) 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 issued 

by Sino (the "June 2009 Offering Memorandum"), a claim for general damages in 

the sum ofUS$400 million; and 

(f) 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 

issued by Sino (the "December 2009 Offering Memorandum"), a claim for 

general damages in the sum ofUS$460 million. 
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7. The claims pleaded against BDO in the April 18th Claim stem entirely from allegations 

relating to the Audit Reports produced by BDO in relation to its audits of Sino's 2005 and 2006 

annual audited financial statements (respectively, the "2005 Audit Report" and the "2006 Audit 

Report" and, collectively, the "BDO Audit Reports"). The 2005 Audit Report was filed in March 

2006 and the 2006 Audit Report was filed in March 2007. 

8. It is alleged in the April 18th Claim that the 2005 Audit Report and the 2006 Audit Report 

each contain the same statement by BDO; a statement that is alleged to have misrepresented that, 

in the opinion ofBDO, Sino's 2005 and 2006 annual financial statements " ... present fairly, in all 

material respects, the financial position of Sino as at December 31, 2005 and December 31, 2006 

and the results of its operations and cash flows for the years then ended in accordance with 

Canadian generally accepted accounting principles." 

9. The claim against BDO for $6.5 Billion in damages on behalf of purchasers of Sino 

securities in the secondary market is based upon the initial issuance of the BDO Audit Reports in 

March 2006 and March 2007, respectively. 

10. The claim against BDO for $495,035,000.00 in total damages on behalf of purchasers of 

Sino shares pursuant to the June 2007 Prospectus and the December 2009 Prospectus is based 

upon BDO's consent to the incorporation by reference of the BDO Audit Reports in those 

Prospectuses and on the actual incorporation by reference of the 2006 Audit Report in the June 

2007 Prospectus. 

11. The claim against BDO for US$1,205,000,OOO.OO in total damages on behalf of 

purchasers of Notes pursuant to the July 2008, June 2009, and December 2009 Offering 

Memoranda is based upon the incorporation by reference of the BDO Audit Reports in those 

Offering Memoranda. 

12. The claim as against BDO further alleges that BDO as Sino's auditor owed and breached 

a duty to maintain or 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. 

liD 
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BDO's c1aiins for indemnity against Sino and its officers and directors: 

13. BDO denies any liability for the aforementioned claims advanced against it and if 

required to do so will vigorously defend the claims asserted against it. 

14. However, if a Court finds BDO liable for any of the said claims, BDO claims against 

Sino for indemnity primarily under the terms of its engagement agreements with Sino in respect 

of the 2005 and 2006 audit years, as well as the subsequent use of the BDO Audit Reports in the 

above-noted Prospectuses and Offering Memoranda. 

15. BDO says that Sino and its management bore the primary responsibility for ensuring the 

accuracy of Sino's 2005 and 2006 Annual Financial Statements, as well as the accuracy of the 

statements regarding the financial status of Sino in the Prospectuses and Offering Memoranda 

referenced herein. This was a contractual obligation owed by Sino to BDO under the terms of the 

engagement agreements between Sino and BDO. 

16. In particular, BDO's engagement letters with Sino for the 2005 and 2006 audit years 

expressly provided that BDO relied upon Sino and its management to bear the primary 

responsibility for preparing its annual financial statements in accordance with Generally 

Accepted Accounting Principles ("GAAP"). Copies of the Engagement letters for the 2005 

and 2006 audit years, dated August 1,2005 and December 29,2006 are attached at TABS B 

and C hereto. 

17. Under the terms of BDO's engagement letters with Sino for the 2005 and 2006 audit 

years (Tabs B and C), Sino also agreed that its management bore primary responsibility to 

implement appropriate internal controls to detect fraud and error in relation to its financial 

reporting. 

18. In addition to having claims arising from its reliance on these parties to bear primary 

responsibility for the accuracy of Sino's financial statements, BDO also has contractual rights of 

indemnity against Sino in each of the engagement letters signed in relation to the use ofBDO's 

audit reports in Sino's Prospectuses and Offering Memoranda - Copies attached at TABS D, E, 

F, G, H, and I hereto. 

//1 
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19. Further and in the alternative, BOO is entitled to contribution and indemnity from Sino 

and its officers and directors pursuant to the provisions of the Negligence Act, R.S.O. 1990 

Chapter N.l. 

Costs of defending the Ontario Class Action: 

20. In addition to the amounts claimed above, BOO also seeks its costs both to date and its 

future costs relating to the defence of the Ontario Class Action and the protection of BDO's 

rights during the course of the within proceeding - all of which stem from the same contractual 

breaches by Sino and its officers and directors. 

21. BOO's costs to date are approximately $340,000.00 and its future costs of defending the 

Ontario Class Action are estimated to be a further $4 million. A billing statement showing the 

totallegaJ expenses incurred by BDO to date, as redacted for privilege, is attached at TAB 

J hereto. 

Summary: 

22. In summary, BDO's claim against Sino and its officers and directors is quantified as 

follows: 

(a) In respect of the secondary market claim against BDO - $6.5 billion; 

(b) In respect of the claims against BDO by purchasers of Sino securities on the 

primary market pursuant to the Prospectuses and Offering Memoranda referenced 

herein - $1,700,035,000\ and 

(c) In respect ofBDO's current and future legal costs - $4,340,000.00. 

TOTAL: $8,204,375,000.00 

1 This portion of the claim includes damages claims advanced in the Ontario Class Action that are claimed in both 
U.S. and Canadian dollars. As noted above, $1,205,000,000.00 of this portion has been claimed in U.S. dollars. 
Under s. 121 of the Courts of Justice Act, R.S.O. 1990, c.C.43, foreign money obligations are to be calculated 
based upon the applicable exchange rate at the date of judgment. It is assumed, for the purposes of this Proof of 
Claim that at the applicable conversion date, the U.S.-Canadian dollar exchange rate will be approximately 1:1, 
however this portion of the claim may need to be adjusted depending upon the exchange rate applicable at the 
relevant date. 

! 1tJ.-



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

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

APPLICATION UNDER THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 
1985, c. C-36, AS AMENDED 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE -

COMMERCIAL LIST 

Proceeding commenced at Toronto 

AFFIDAVIT OF IRYNA DUBINETS 
(sworn June 22, 2012) 

AFFLECK GREENE McMURTRY LLP 

Barristers & Solicitors 
200 - 365 Bay St. 
Toronto, ON M5H 2VI 

Peter R. Greene LSUC#: 19895V 
Kenneth A. Dekker LSUC#: 40419P 
Michelle E. Booth -LSUC#: 53525J 
Tel: (416) 360-2800 
Fax: (416) 360-5960 

Lawyers for BDO Limited 



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

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

APPLICATION UNDER THE COMPANIES' CREDITORS ARRANGEMENT ACT, 
R.S.C.1985, c. C-36, AS AMENDED 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

Proceeding commenced at Toronto 

Responding Motion Record of BDO Limited 
(motion returnable June 26, 2012) 

AFFLECK GREENE McMURTRY LLP 

Barristers & Solicitors 
200 - 365 Bay St. 
Toronto, ON M5H 2V1 

Peter R. Greene LSUC#: 19895V 
Kenneth A. Dekker LSUC#: 40419P 
Michelle E. Booth LSUC#: 53525J 
Tel: (416) 360-2800 
Fax: (416) 360-5960 

Lawyers for BDO Limited 
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