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THE HONOURABLE MR. 

JUSTICE MORA WETZ 

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

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 
) 
) 

PLAN SANCTION ORDER 

MONDAY, THE lOth DAY 

OF DECEMBER, 2012 

THIS MOTION, made by Sino-Forest Corporation ("SFC"), for an order (i) pursuant to 

the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA"), 

sanctioning the plan of compromise and reorganization dated December 3, 2012 (including all 

schedules thereto), which Plan is attached as Schedule "A" hereto, as supplemented by the plan 

supplement dated November 21, 2012 previously filed with the Court, as the Plan may be further 

amended, varied or supplemented from time to time in accordance with the terms thereof (the 

"Pian11
), and (ii) pursuant to the section 191 of the Canada Business Corporations Act, R.S.C. 

1985, c. C-44, as amended (the "CBCA"), approving the Plan and amending the articles of SFC 

and giving effect to the changes and transactions arising therefrom, wa'i heard on December 7, 

2012 at 330 University Avenue, Toronto, Ontario. 

ON READING the Notice of Motion, the Affidavit of W. Judson Martin sworn 

November 29, 2012 (the "Martin Affidavit"), the Thirteenth Report of FTI Consulting Canada 

Inc. in its capacity as monitor of SFC (the "Monitor") dated November 22, 2012 (the 

"Monitor's Thirteenth Report"), the supplemental report to the Monitor1s Thirteenth Report 

(the "Supplcmenta) Report"), and the second supplemental report to the Monitor's Thirteenth 

Report (the "Second Supplemental Report") and on hearing the submissions of counsel for 
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SFC, the Monitor, the ad hoc committee of Noteholders (the "Ad Hoc Notebolders11
), and such 

other counsel as were present, no one else appearing for any other party, although duly served 

with the Motion Record as appears from the Affidavit of Service, filed. 

DEFINED TERMS 

1. TIDS COURT ORDERS that any capitalized tenns not otherwise defined in this Plan 

Sanction Order shall have the meanings ascribed to such tenns in the Plan and/or the Plan Filing 

and Meeting Order granted by the Court on August 31, 2012 (the "Plan Filing and Meeting 

Order"), as the case may be. 

SERVICE. NOTICE AND MEETING 

2. THIS COURT ORDERS that the time for service of the Notice of Motion, the Motion 

Record in support of this motion, the Monitor's Thirteenth Report, the Supplemental Report and 

the Second Supplemental Report be and are hereby abridged and validated so that the motion is 

properly returnable today and service upon any interested party other than those parties served is 

hereby dispensed with. 

3. THIS COURT ORDERS AND DECLARES that there has been good and sufficient 

notice, service and delivery of the Plan Filing and Meeting Order and the Meeting Materials 

(including, without limitation, the Plan) to all Persons upon which notice, service and delivery 

was required. 

4. TIDS COURT ORDERS AND DECLARES that the Meeting was duly convened and 

held, all in conformity with the CCAA and the Orders of this Court made in the CCAA 

Proceeding, including. without limitation, the Plan Filing and Meeting Order. 

5. THIS COURT ORDERS AND DECLARES that: (i) the hearing of the Plan Sanction 

Order was open to all of the Affected Creditors and all other Persons with an interest in SFC and 

that such Affected Creditors and other Persons were permitted to be heard at the hearing in 

respect of the Plan Sanction Order; and (ii) prior to the hearing, all of the Affected Creditors and 

all other Persons on the Service List in respect of the CCAA Proceeding were given adequate 

notice thereof. 
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SANCTION OF THE PLAN 

: t ' 

t 1. 1 -·· ..._ 

6. THIS COURT ORDERS that the relevant class of Affected Creditors of SFC for 

the purposes of voting to approve the Plan is the Affected Creditors C lass. 

7. THIS COURT ORDERS AND DECLARES that the Plan, and all the terms and 

conditions thereof, and matters and transactions contemplated thereby, are fair and 

reasonable. 

8. THIS COURT ORDERS that the Plan is hereby sanctioned and approved pursuant to 

section 6 of the CCAA. 

PLAN IMPLEMENTATION 

9. THIS COURT ORDERS Ar·~m DECLARES that the Pian and all associated steps, 

compromises, releases, discharges, cancellations, transactions, arrangements and reorganizations 

effected thereby are approved and shall be deemed to be implemented, binding and effective in 

accordance with the provisions of the Plan as of the Plan Implementation Date at the Effective 

Time, or at such other time, times or manner as may be set forth in the Plan, and shall enme to 

the benefit of and be binding upon SFC, the other Released Parties, the Affected Creditors and 

all other Persons and parties named or referred to in, affected by, or subject to the Plan, 

including, without limitation, their respective heirs, administrators, executors, legal 

representatives, successors, and assigns. 

I 0. miS COURT ORDERS that each of SFC and the Monitor are authorized and directed 

to take all steps and actions, and to do all things, necessary or appropriate to implement the Plan 

in accordance with its terms and to enter into, execute, deliver, complete, implement and 

consummate all of the steps, transactions, distributions, deliveries, allocations, instruments and 

agreements contemplated pursuant to the Plan, and such steps and actions are hereby authorized, 

ratified and approved. Furthermore, neither SFC nor the Monitor shall incur any liability as a 

result of acting in accordance with terms of the Plan and the Plan Sanction Order. 

11. THIS COURT ORDERS that SFC, the Monitor, Newco. the Litigation Trustee, the 

Trustees, DTC, the Unresolved Claims Escrow Agent, all Transfer Agents and any other Person 

required to make any distributions, deliveries or allocations or take any steps or actions related 
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thereto pursuant to the Plan arc hereby directed to complete such distributions, deliveries or 

allocations and to take any such related steps and/or actions in accordance with the tenns of the 

Plan, and such distributions, deliveries and allocations, and steps and actions related thereto, are 

hereby approved. 

12. TillS COURT ORDERS that upon the satisfaction or waiver, as applicable, of the 

conditions precedent set out in section 9.1 of the Plan in accordance with the terms of the Plan, 

as confirmed by SFC and Goodmans LLP to the Monitor in writing, the Monitor is authorized 

and directed to deliver to SFC and Goodmans LLP a certificate substantially in the form attached 

hereto as Schedule "B" (the "Monitor's Certificate") signed by the Monitor, certifying that the 

Plan Implementation Date has occurred and that the Plan and this Plan Sanction Order are 

effective in accordance with their tenus. Following the Plan Implementation Date, the Monitor 

shall file the Monitor's Certificate with this Court. 

13. TIDS COURT ORDERS AND DECLARES that the steps, compromises, releases, 

discharges, cancellations, transactions, arrangements and reorganizations to be effected on the 

Plan Implementation Date are deemed to occur and be effected in the sequential order 

contemplated in the Plan, without any further act or formality, beginning at the Effective Time. 

14. TIDS COURT ORDERS that SFC, the Mo~tor and the Initial Consenting Noteholders 

are hereby authorized and empowered to exercise all such consent and approval rights in the 

manner set forth in the Plan, whether prior to or after implementation of the Plan. 

15. THIS COURT ORDERS that from and after the Plan Implementation Date, and for the 

purposes of the Plan only, (i) if SFC does not have the ability or the capacity pursuant to 

Applicable Law to provide its agreement, waiver, consent or approval to any matter requiring 

SFC's agreement, waiver, consent or approval under this Plan, such agreement, waiver consent 

or approval may be provided by the Monitor; and (ii) if SFC does not have the ability or the 

capacity pursuant to Applicable Law to provide its agreement, waiver, consent or approval to any 

matter requiring SFC's agreement, waiver, consent or approval under this Plan, and the Monitor 

has been discharged pursuant to an Order, such agreement, waiver consent or approval shall be 

deemed not to be necessary. 
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COMPROMISE OF CLAIMS AND EFFECT OF PLAN 

16. THIS COURT ORDERS AND DECLARES that, pursuant to and in accordance with 

the tenns of the Plan, on the Plan Implementation Date, any and all Affected Claims shall be 

fully, finally, irrevocably and forever compromised, released, discharged, cancelled and barred, 

subject only to the right of the applicable Persons to receive the distributions and interests to 

which they are entitled pursuant to the Plan. 

17. THIS COURT ORDERS AND DECLARES that, pursuant to and in accordance with 

the terms of the Plan, on the Plan Implementation Date and at the time specified in Section 6.4 of 

the Plan, all accrued and unpaid interest owing on, or in respect of, or as part of, Affected 

Creditor Claims (including any Accrued lnterest on the Notes and any interest accruing on the 

Notes or any Ordinary Affected Creditor Claim after the Filing Date) shall be fully, finally, 

irrevocably and forever compromised, released, discharged, cancelled and barred for no 

consideration and no Person shall have any entitlement to any such accrued and unpaid interest. 

18. THIS COURT ORDERS AND DECLARES that, on the Plan Implementation Date, the 

ability of any Person to proceed against SFC or the Subsidiaries in respect of any Released 

Claims shall be forever discharged, barred and restrained, and all proceedings with respect to, in 

connection with, or relating to any such matter shall be permanently stayed. 

19. THIS COURT ORDERS that each Affected Creditor is hereby deemed to have 

consented to all of the provisions of the Plan, in its entirety, and each Affected Creditor is hereby 

deemed to have executed and delivered to SFC all consents, releases, assignments and waivers, 

statutory or otherwise, required to implement and carry out the Plan in its entirety. 

20. THIS COURT ORDERS that, on the Plan Implementation Date and at the time 

specified in Section 6.4 of the Plan, the SFC Assets (including for greater certainty the Direct 

Subsidiary Shares, the SFC Intercompany Claims and all other SFC Assets assigned, transferred 

and conveyed to Newco and/or Newco 11 pursuant to section 6.4 of the Plan) shall vest in the 

Person to whom such assets are being assigned, transferred and conveyed, in accordance with the 

terms of the Plan, free and clear of and from any and all Charges, Claims (including, 

notwithstanding anything to the contrary herein, any Unaffected Claims), D&O Claims, D&O 

Indemnity Claims, Section 5.1(2) 0&0 Claims, Conspiracy Claims, Continuing Other D&O 
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Claims, Non-Released D&O Claims, Affected Claims, Class Action Claims, Class Action 

lndemnity Claims, claims or rights of any kind in respect of the Notes or the Note Indentures, 

and any right or claim that is based in whole or in part on facts, underlying transactions. Causes 

of Action or events relating to the Restructuring Transaction, the CCAA Proceedings or any of 

the foregoing, and any guarantees or indemnities with respect to any of the foregoing. Any 

Encumbrances or claims affecting, attaching to or relating to the SFC Assets in respect of the 

foregoing are and shall be deemed to be irrevocably expunged and discharged as against the SFC 

Assets, and no such Encumbrances or claims shall be pursued or enforceable as against Newco, 

Newco li or any other Person. 

21. THIS COURT ORDERS that any securities, interests, rights or claims pursuant to the 

Plan, including the Newco Shares, the Newco Notes and the Litigation Trust Interests, 

issued, assigned, transferred or conveyed pursuant to the Plan will be free and clear of and 

from any and aU Charges, Claims (including, notwithstanding anything to the contrary herein, 

any Unaffected Claims), D&O Claims, D&O Indemnity Claims, Affected Claims, Section 5.1(2) 

D&O Claims, Conspiracy Claims, Continuing Other D&O Claims, Non-Released D&O Claims, 

Class Action Claims, Class Action lndemnity Claims, claims or rights of any kind in respect of 

the Notes or the Note Indentures, and any right or claim that is based in whole or in part on facts, 

underlying transactions, causes of action or events relating to the Restructuring Transaction, the 

CCAA Proceedings or any of the foregoing, and any guarantees or indemnities with respect to 

any of the foregoing. 

22. THIS COURT ORDERS that the Litigation Trust Agreement is hereby approved and 

deemed effective as of the Plan Implementation Date. including with respect to the transfer, 

assignment and delivery of the Litigation Trust Claims to the Litigation Trustee which shall, and 

are hereby deemed to, occur on and as of the Plan Implementation Date. For greater certainty, 

the Litigation Trust Claims transferred, assigned and delivered to the Litigation Trustee shall not 

include any Excluded Litigation Trust Claims and all Affected Creditors shall be deemed to have 

consented to the release of any such Excluded Litigation Trust Claims pursuant to the Plan. 

23. THIS COURT ORDERs that section 36.1 of the CCAA, sections 95 to 101 of the BIA 

and any other federal or provincial Law relating to preferences, fraudulent conveyances or 

transfers at mulervalue, shall not apply to the Plan or to any payments, distributions, transfers. 
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allocations or transactions made or completed in connection with the restructuring and 

recapitalization of SFC, whether before or after the Filing Date, including, without limitation, 

to any and all of the payments, distributions, transfers, allocations or transactions 

contemplated by and to be implemented pursuant to the Plan. 

24. THIS COURT ORDERS that the articles of reorganization to be filed by SFC 

pursuant to section 191 of the CBCA, substantially in the form attached as Schedule "C" 

hereto, are hereby approved, and SFC is hereby authorized to file the articles of 

reorganization with the Director (as defined in the CBCA). 

25 . THIS COURT ORDERS that on the Equity Cancellation Date. or such other date as 

agreed to by the Monitor, SFC and the Initial Consenting Noteholders, all Existing Shares and 

other Equity Interests shall be fully, finally and irrevocably cancelled. 

26. THIS COURT ORDERS AND DECLARES that the Newco Shares shall be and are 

hereby deemed to have been validly authorized, created, issued and outstanding as fully-paid 

and non-assessable shares in the capital ofNewco as of the Effective Time. 

27. THIS COURT ORDERS AND DECLARES that upon the Plan Implementation Date the 

initial Newco Share in the capital ofNewco held by the Initial Newco Shareholder shall be deemed 

to have been redeemed and cancelled for no consideration. 

28. THIS COURT ORDERS AND DECLARES that it was advised prior to the hearing in 

respect of the Plan Sanction Order that the Plan Sanction Order will be relied upon by SFC and 

Newco as an approval of the Plan for the purpose of relying on the exemption from the 

registration requirements of the United States Securities Act of 1933, as amended, pursuant to 

section 3(a)(10) thereof for the issuance of the Newco Shares, Newco Notes and, to the extent 

they may be deemed to be securities, the Litigation Trust Interests, and any other securities to be 

issued pursuant to the Plan. 

STAY OF PROCEEDINGS 

29. TIDS COURT ORDERS that all obligations, agreements or leases to which (i) SFC 

remains a party on the Plan Implementation Date, or (ii) Newco and/or Newco II becomes a 

party as a result of the conveyance of the SFC Assets to Newco and the further conveyance of 

7 
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the SFC Assets to Newco II on the Plan Implementation Date, shall be and remain in full force 

and effect, unamended, as at the Plan Implementation Date and no party to any such obligation, 

agreement or lease shall on or following the Plan Implementation Date, accelerate, terminate, 

refuse to renew, rescind, refuse to perform or otherwise disclaim or resiliate its obligations 

thereunder, or enforce or exercise (or purport to enforce or exercise) any right or remedy under 

or in respect of any such obligation, agreement or lease, (including any right of set-off, dilution 

or other remedy), or make any demand against SFC, Newco, Newco II, any Subsidiary or any 

other Person under or in respect of any such agreement with Newco, Newco II or any Subsidiary, 

by reason: 

(a) of any event which occurred prior to, and not continuing after, the Plan 

Implementation Date, or which is or continues to be suspended or waived under the 

Plan, which would have entitled any other party thereto to enforce those rights or 

remedies~ 

(b) that SFC sought or obtained relief under the CCAA or by reason of any steps or 

actions taken as part of the CCAA Proceeding or this Plan Sanction Order or prior 

orders ofthis Court; 

(c) of any default or event of default arising as a result of the financial condition or 

insolvency of SFC; 

(d) of the completion of any of the steps, actions or transactions contemplated under the 

Plan, including, without limitation, the transfer, conveyance and assignment of the 

SFC Assets to Newco and the further transfer, conveyance and assignment of the SFC 

Assets by Newco to Newco II; or 

(e) of any steps, compromises, releases, discharges, cancellations, transactions, 

arrangements or reorganizations effected pursuant to the Plan. 

30. THIS COURT ORDERS tbat from and after the Plan Implementation Date, any and all 

Persons shall be and are hereby stayed from commencing, taking, applying for or issuing or 

continuing any and all steps or proceedings, including without limitation, administrative hearings 

and orders, declarations or assessments, commenced, taken or proceeded with or that may be 

commenced, taken or proceed with to advance any Released Claims. 

8 
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31. THIS COURT ORDERS that between (i) the Plan Implementation Date and (ii) the 

earlier of the Ernst & Young Settlement Date or such other date as may be ordered by the Court 

on a motion to the Court on reasonable notice to Ernst & Young, any and all Persons shall be and 

are hereby stayed from commencing, taking, applying for or issuing or continuing any and all 

steps or proceedings against Ernst & Young (other than all steps or proceedings to implement the 

Ernst & Young Settlement) pursuant to the terms of the Order of the Honourable Justice 

Morawetz dated May 8, 2012, provided that no steps or proceedings against Ernst & Young by 

the Ontario Securities Commission or by staff of the Ontario Securities Commission under the 

Securities Act (Ontario) shall be stayed by this Order. 

RELEASES 

32. THIS COURT ORDERS that, subject to section 7.2 of the Plan, all of the following 

shall be fully, finally, irrevocably and forever compromised, released, discharged, cancelled and 

barred on the Plan Implementation Date at the time or times and in the manner set forth in 

section 6.4 ofthe Plan: 

(a) all Affected Claims, including, without limitation, all Affected Creditor Claims, 

Equity Claims, D&O Claims (other than Section 5.1(2) D&O Claims, Conspiracy 

Claims, Continuing Other D&O Claims and Non-Released D&O Claims), D&O 

Indemnity Claims (except as set forth in section 7.l(d) of the Plan) and Noteholder 

Class Action Claims (other than the Continuing Noteholder Class Action Claims); 

(b) all Claims of the Ontario Securities Commission or any other Governmental Entity 

that have or could give rise to a monetary liability, including, without limitation, 

fines, awards, penalties, costs, claims for reimbursement or other claims having a 

monetary value; 

(c) all Class Action Claims (including, without limitation, the Noteholder Class Action 

Claims) against SFC, the Subsidiaries or the Named Directors or Officers of SFC or 

the Subsidiaries (other than Class Action Claims that are Section 5.1(2) D&O Claims, 

Conspiracy Claims or Non-Released D&O Claims); 

(d) all Class Action Indemnity Claims (including, without limitation, related D&O 

Indemnity Claims), other than any Class Action Indemnity Claim by the Third Party 
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Defendants against SFC in respect of the Indemnified Noteholder Class Action 

Claims (including, without limitation, any D&O Indemnity Claim in that respect), 

which shall be limited to the Indemnified Noteholder Class Action Limit pursuant to 

the releases set out in section 7.1 (f) of the Plan and the injunctions set out in section 

7.3 ofthe Plan; 

(e) any portion or amount of liability of the 1bird Party Defendants for the Indemnified 

Noteholder Class Action Claims (on a collective, aggregate basis in reference to all 

Indemnified Noteholder Class Action Claims together) that exceeds the Indemnified 

Noteholder Class Action Limit; 

(f) any portion or amount of liability of the Underwriters for the Noteholder Class Action 

Claims (other than any Noteholder Class Action Claims against the Underwriters for 

fraud or criminal conduct) (on a collective, aggregate basis in reference to all such 

Noteholder Class Action Claims together) that exceeds the Indemnified Noteholder 

Class Action Limit; 

(g) any portion or amount of, or liability of SFC for, any Class Action Indemnity Claims 

by the Third Party Defendants against SFC in respect of the Indemnified Noteholder 

Class Action Claims (on a colJective, aggregate basis in reference to all such 

Noteholder Class Action Claims together) to the extent that such Class Action 

Indemnity Claims exceed the Indemnified Noteholder Class Action Limit; 

(h) any and all Excluded Litigation Trust Claims; 

(i) any and all Causes of Action against Newco, Newco II, the directors and officers of 

Newco, the directors and officers of Newco II, the Noteholders, members of the ad 

hoc committee of Noteholders, the Trustees, the Transfer Agent. the Monitor, FTI 

Consulting Canada lnc., FTI HK, counsel for the current Directors of SFC, counsel 

for the Monitor, counsel for the Trustees, the SFC Advisors, the Noteholder Advisors, 

and each and every member (including, without limitation, members of any 

committee or governance council), partner or employee of any of the foregoing, for or 

in connection with or in any way relating to: any Claims (including, without 

limitation, notwithstanding anything to the contrary herein, any Unaffected Claims); 

10 
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Affected Claims; Section 5.1 (2) D&O Claims; Conspiracy Claims; Continuing Other 

D&O Claims; Non-Released D&O Claims; Class Action Claims; Class Action 

Indemnity Claims; any right or claim in connection with or liability for the Notes or 

the Note Indentures; any guarantees, indemnities, claims for contribution, share 

pledges or Encumbrances related to the Notes or the Note Indentures; any right or 

claim in connection with or liability for the Existing Shares, Equity Interests or any 

other securities of SFC; any rights or claims of the Third Party Defendants relating to 

SFC or the Subsidiaries; 

(j) any and all Causes of Action against Newco, Newco II, the directors and officers of 

Newco, the directors and officers of Newco II, the Noteholders, members of the ad 

hoc committee of Noteholders, the Trustees, the Transfer Agent, the Monitor, FTI 

Consulting Canada lnc., FTI HK, the Named Directors and Officers, counsel for the 

current Directors of SFC, counsel for the Monitor, counsel for the Trustees, the SFC 

Advisors, the Noteholder Advisors, and each and every member (including, without 

limitation, members of any committee or governance council), partner or employee of 

any of the foregoing, based in whole or in part on any act, omission, transaction, duty, 

responsibility, indebtedness, liability, obligation, dealing or other occurrence existing 

or taking place on or prior to the Plan Implementation Date (or, with respect to 

actions taken pursuant to the Plan after the Plan Implementation Date, the date of 

such actions) in any way relating to, arising out of, leading up to, for, or in connection 

with the CCAA Proceeding, RSA, the Restructuring Transaction, the Plan, any 

proceedings commenced with respect to or in connection with the Plan, or the 

transactions contemplated by the RSA and the Plan, including, without limitation, the 

creation of Newco and/or Newco II and the creation, issuance or distribution of the 

Newco Shares, the Newco Notes, the Litigation Trust or the Litigation Trust Interests, 

provided that nothing in this paragraph shall release or discharge any of the Persons 

listed in this paragraph from or in respect of any obligations any of them may have 

under or in respect of the RSA, the Plan or under or in respect of any of Newco, 

Newco II, the Newco Shares, the Newco Notes, the Litigation Trust or the Litigation 

Trust Interests, as the case may be; 

1 1 
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(k) any and all Causes of Action against the Subsidiaries for or in connection with any 

Claim (including, without limitation, notwithstanding anything to the contrary herein, 

any Unaffected Claim); any Affected Claim (including, without limitation, any 

Affected Creditor Claim, Equity Claim, D&O Claim, D&O Indemnity Claim and 

Noteholder Class Action Claim); any Section 5.1(2) D&O Claim; any Conspiracy 

Claim; any Continuing Other D&O Claim; any Non-Released D&O Claim; any Class 

Action Claim; any Class Action Indemnity Claim; any right or claim in connection 

with or liability for the Notes or the Note Indentures; any guarantees, indemnities, 

share pledges or Encumbrances relating to the Notes or the Note Indentures; any right 

or claim in connection with or liability for the Existing Shares, Equity Interests or any 

other securities of SFC; any rights or claims of the Third Party Defendants relating to 

SFC or the Subsidiaries; any right or claim in connection with or liability for the 

RSA, the Plan, the CCAA Proceedings, the Restructuring Transaction, the Litigation 

Trust, the business and affairs of SFC and the Subsidiaries (whenever or however 

conducted), the administration and/or management of SFC and the Subsidiaries, or 

any public filings, statements, disclosures or press releases relating to SFC; any right 

or claim in connection with or liability for any indemnification obligation to Directors 

or Officers of SFC or the Subsidiaries pertaining to SFC, the Notes, the Note 

Indentures, the Existing Shares, the Equity Interests, any other securities of SFC or 

any other right, claim or liability for or in connection with the RSA, the Plan, the 

CCAA Proceedings, the Restructuring Transaction, the Litigation Trust, the business 

and affairs of SFC (whenever or however conducted), the administration and/or 

management of SFC, or any public filings, statements, disclosures or press releases 

relating to SFC; any right or claim in connection with or liability for any guaranty, 

indenmity or claim for contribution in respect of any of the foregoing; and any 

Encumbrance in respect of the foregoing; 

(1) all Subsidiary Intercompany Claims as against SFC (which are assumed by Newco 

and then Newco II pursuant to the Plan); 

(m) any entitlements of Ernst & Young to receive distributions of any kind (including, 

without limitation, Newco Shares, Newco Notes and Litigation Trust Interests) under 

this Plan; 

1 2 
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(n) any entitlements of the Underwriters to receive distributions of any kind (including, 

without limitation, Newco Shares, Newco Notes and Litigation Trust Interests) under 

this Plan; and 

( o) any entitlements of the N arned Third Party Defendants to receive distributions of any 

kind (including, without limitation, Newco Shares, Newco Notes and Litigation Trust 

Interests) under this Plan. 

33. Tms COURT ORDERS that nothing in the Plan nor in this Plan Sanction Order shall 

waive, compromise, release, discharge, cancel or bar any of the claims listed in section 7.2 of the 

Plan. 

34. THIS COURT ORDERS that, for greater certainty, nothing in the Plan nor in this Plan 

Sanction Order shall release any obligations of the Subsidiaries owed to (i) any employees, 

directors or officers of those Subsidiaries in respect of any wages or other compensation related 

arrangements, or (ii) to suppliers and trade creditors of the Subsidiaries in respect of goods or 

services supplied to the Subsidiaries. 

35. THIS COURT ORDERS that any guarantees, indemnities, Encumbrances or other 

obligations owing by or in respect of SFC relating to the Notes or the Note Indentures shall be 

and are hereby deemed to be released, discharged and cancelled. 

36. TillS COURT ORDERS that the Trustees are hereby authorized and directed to release, 

discharge and cancel any guarantees, indemnities, Encumbrances or other obligations owing by 

or in respect of any Subsidiary relating to the Notes or the Note Indentures. 

37. THIS COURT ORDERS that any claims against the Named Directors and Officers in 

respect of Section 5.1 (2) D&O Claims or Conspiracy Claims shall be limited to recovery from 

any insurance proceeds payable in respect of such Section 5.1(2) D&O Claims or Conspiracy 

Claims, as applicable, pursuant to the Insurance Policies, and Persons with any such Section 

5.1(2) D&O Claims against Named Directors and Officers or Conspiracy Claims against Named 

Directors and Officers shall have no right to, and shall not, make any claim or seek any 

recoveries from any Person, (including SFC, any of the Subsidiaries, Newco or Newco II), other 

than enforcing such Persons' rights to be paid from the proceeds of an Insurance Policy by the 

applicable insurer(s). 

1 3 
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38. TIDS COURT ORDERS that all Persons are pennanently and forever barred, estopped, 

stayed and enjoined, on and after the Effective Time, with respect to any and all Released 

Claims, from (i) commencing, conducting or continuing in any manner, directly or indirectly, 

any action, suits, demands or other proceedings of any nature or kind whatsoever (including, 

without limitation, any proceeding in a judicial, arbitral, administrative or other forum) against 

the Released Parties; (ii) enforcing, levying, attaching, collecting or otherwise recovering or 

enforcing by any manner or means, directly or indirectly, any judgment, award, decree or order 

against the Released Parties or their property; (iii) commencing, conducting or continuing in any 

manner, directly or indirectly, any action, suits or demands, including without limitation, by way 

of contribution or indemnity or other relief, in common law, or in equity, breach of trust or 

breach of fiduciary duty or under the provisions of any statute or regulation, or other proceedings 

of any nature or kind whatsoever (including, without limitation, any proceeding in a judicial, 

arbitral, administrative or other forum) against any Person who makes such a claim or might 

reasonably be expected to make such a claim, in any manner or forum, against one or more of the 

Released Parties; (iv) creating, perfecting, asserting or otherwise enforcing, directly or indirectly, 

any lien or encumbrance of any kind against the Released Parties or their property; or (v) taking 

any actions to interfere with the implementation or consummation of this Plan; provided, 

however, that the foregoing shalJ not apply to the enforcement of any obligations under the Plan. 

39. THIS COURT ORDERS AND DECLARES that from and after the Plan 

Implementation Date, (i) subject to the prior consent of the Initial Consenting Noteholders and 

the terms of the Litigation Trust Agreement, each of the Litigation Trustee and the Monitor shall 

have the right to seek and obtain an order from any court of competent jurisdiction, including an 

Order of the Court in the CCAA or otherwise, that gives effect to any releases of any Litigation 

Trust Claims agreed to by the Litigation Trustee in accordance with the Litigation Trust 

Agreement, and (ii) all Affected Creditors shall be deemed to consent to any such treatment of 

any Litigation Trust Claims. 

40. THIS COURT ORDERS that the Ernst & Young Settlement and the release of the Ernst 

& Young Claims pursuant to section 11 .1 of the Plan shall become effective upon the satisfaction 

of the following conditions precedent: 

1 4 
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(a) approval by this Honourable Court of the tenns of the Ernst & Young Settlement, 

including the tenns and scope of the Ernst & Young Release and the Settlement Trust 

Order; 

(b) issuance by this Honourable Court of the Settlement Trust Order; 

(c) the granting of orders under Chapter 15 of the United States Bankruptcy Code 

recognizing and enforcing the Sanction Order and the Settlement Trust Order and any 

court orders necessary in the United States to approve the Ernst & Young Settlement 

and any other necessary ancillary order; 

(d) any other order necessary to give effect to the Ernst & Young Settlement (the orders 

referenced in (c) and (d) being collectively the "Ernst & Young Orders"); 

(e) the fulfillment of all conditions precedent in the Ernst & Young Settlement and the 

fulfillment by the Ontario Class Action Plaintiffs of all of their obligations 

thereunder; 

(f) the Sanction Order, the Settlement Trust Order and all Ernst & Young Orders being 

final orders and not subject to further appeal or challenge; and 

{g) the payment by Ernst & Young of the settlement amount as provided in the Ernst & 

Young Settlement to the trust established pursuant to the Settlement Trust Order, 

Upon the foregoing conditions precedent having been satisfied and upon receipt of a 

certificate from Ernst & Young confinning it has paid the settlement amount to the 

Settlement Trust in accordance with the Ernst & Young Settlement and the trustee of the 

Settlement Trust confinning receipt of such settlement amount, the Monitor shall be 

authorized and directed to deliver to Ernst & Young the Monitor's Ernst & Young Settlement 

Certificate and the Monitor shall file the Monitor's Ernst & Young Settlement Certificate 

with this Honourable Court after delivery of such certificate to Ernst & Young, all as 

provided for in section 11.1 of the Plan. 

41. THIS COURT ORDERS that any Named Third Party Defendant Settlement, Named 

Third Party Defendant Settlement Order and Named Third Party Defendant Release, the terms 
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and scope of which remain in each case subject to future court approval in accordance with the 

Plan, shall only become effective after the Plan Implementation Date and upon the satisfaction of 

the conditions precedent to the applicable Named Third Party Defendant SettJement and the 

delivery of the applicable Monitor's Named Third Party Settlement Certificate to the applicable 

Named Third Party Defendant, all as set forth in section 11.2 of the Plan. 

THE MONITOR 

42. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and 

obligations under the CCAA and the powers provided to the Monitor herein and in the Plan, shall 

be and is hereby authorized, directed and empowered to perform its functions and fulfill its 

obligations under the Plan to facilitate the implementation of the Plan. 

43. THIS COURT ORDERS that the Monitor shall not make any payment from the 

Monitor's Post-Implementation Reserve to any third party professional services provider (other 

than its counsel) that exceeds $250,000 (alone or in a series of related payments) without the 

prior consent of the Initial Consenting Noteholders or an Order ofthis Court. 

44. TIDS COURT ORDERS that: (i) in carrying out the terms of this Plan Sanction Order 

and the Plan, the Monitor shall have all the protections given to it by the CCAA, the Initial 

Order, the Order of this Court dated April20, 2012 expanding the powers of the Monitor, and as 

an officer of the Court, including the stay of proceedings in its favour; (ii) the Monitor shall incur 

no liability or obligation as a result of carrying out the provisions of this Plan Sanction Order 

and/or the Plan, save and except for any gross negligence or wilful misconduct on its part; (iii) 

the Monitor shall be entitled to rely on the books and records of SFC and any information 

provided by SFC without independent investigation; and (iv) the Monitor shall not be liable for 

any claims or damages resulting from any errors or omissions in such books, records or 

information. 

45. THIS COURT ORDERS that upon completion by the Monitor of its duties in respect of 

SFC pursuant to the CCAA, the Plan and the Orders, the Monitor may file with the Court a 

certificate stating that all of its duties in respect of SFC pursuant to the CCAA, the Plan and the 

Orders have been completed and thereupon, FTI Consulting Canada Inc. shall be deemed to be 
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discharged from its duties as Monitor and released of all claims relating to its activities as 

Monitor. 

46. THIS COURT ORDERS that in no circumstances will the Monitor have any liability 

for any of SFC's tax liabilities, if any, regardless of how or when such liabilities may have arisen. 

47. THIS COURT ORDERS that, subject to the due performance of its obligations as set 

forth in the Plan and subject to its compliance with any written directions or ins1ructions of the 

Monitor and/or directions of the Court in the manner set forth in the Plan, SFC Escrow Co. shall 

have no liabilities whatsoever arising from the perfonnance of its obligations under the Plan. 

RESERVES AND OTHER AMOUNTS 

48. THIS COURT ORDERS AND DECLARES that the amount of each of the 

Indemnified Noteholder Class Action Limit, the Litigation Funding Amount, the Unaffected 

Claims Reserve, the Administration Charge Reserve, the Monitor's Post-hnplementation 

Reserve and the Unresolved Claims Reserve, is as provided for in the Plan, the Plan Supplement 

or in Schedule "D" hereto, or such other amount as may be agreed by SFC, the Monitor and the 

Initial Consenting Noteholders, as applicable, in accordance with the terms of the Plan. 

49. THIS COURT ORDERS that Goodrnans LLP, in its capacity as counsel to the Initial 

Consenting Noteholders, shall be pennitted to apply for an Order of the Court at any time 

directing the Monitor to make distributions from the Monitor's Post-Implementation Reserve. 

50. TIDS COURT ORDERS AND DECLARES that, on the Plan Implementation Date, at 

the time or times and in the manner set forth in section 6.4 of the Plan, each of the Charges shall 

be discharged, released and cancelled, and any ob1igations secured thereby shall be satisfied 

pursuant to section 4.2(b) of the Plan, and from and after the Plan Implementation Date the 

Administration Charge Reserve shall stand in place of the Administration Charge as security for 

the payment of any amounts secured by the Administration Charge. 

51. THIS COURT ORDERS AND DECLARES that any Unresolved Claims that exceed 

$1 million shall not be accepted or resolved without further Order of the Court. All parties with 

Unresolved Claims shall have standing in any proceeding with respect to the determination or 

status of any other Unresolved Claim. Counsel to the Initial Consenting Noteholders, Goodmans 
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LLP, shall continue to have standing in any such proceeding on behalf of the Initial Consenting 

Noteholders, in their capacity as Affected Creditors with Proven Claims. 

DOCUMENT PRESERVATION 

52. TIDS COURT ORDERS AND DECLARES that, prior to the Effective Time, SFC 

shall: (i) preserve or cause to be preserved copies of any documents (as such term is defined in 

the Rules of Civil Procedure (Ontario)) that are relevant to the issues raised in the Class Actions; 

and (ii) make arrangements acceptable to SFC, the Monitor, the Initial Consenting Noteholders, 

counsel to Ontario Class Action Plaintiffs, counsel to Ernst & Young, counsel to the 

Underwriters and counsel to the Named Third Party Defendants to provide the parties to the 

Class Actions with access thereto, subject to customary commercial confidentiality, privilege or 

other applicable restrictions, including lawyer·client privilege, work product privilege and other 

privileges or immunities, and to restrictions on disclosure arising from s. 16 of the Securities Act 

(Ontario) and comparable restrictions on disclosure in other relevant jurisdictions, for purposes 

of prosecuting and/or defending the Class Actions, as the case may be, provided that nothing in 

the foregoing reduces or otherwise limits the parties' rights to production and discovery in 

accordance with the Rules of Civil Procedure (Ontario) and the Class Proceedings Act, 1992 

(Ontario). 

EFFECT. RECOGNITION AND ASSISTANC;& 

53. TIDS COURT ORDERS that nothing in this Plan Sanction Order or as a result of the 

implementation of the Plan shall affect the standing any Person has at the date of this Plan 

Sanction Order in respect of the CCAA Proceeding or the Litigation Trust. 

54. THIS COURT ORDERS that the transfer, assignment and delivery to the Litigation 

Trustee pursuant to the Litigation Trust of (i) rights, title and interests in and to the Litigation 

Trust Claims and (ii) all respective rights, title and interests in and to any lawyer-client privilege, 

work product privilege or other privilege or immunity attaching to any documents or 

communications (whether written or oral) associated with the Litigation Trust Claims, regardless 

of whether such documents or copies thereof have been requested by the Litigation Trustee 

pursuant to the Litigation Trust Agreement (collectively, the "Privileges11
) shall not constitute a 

waiver of any such Privileges, and that such Privileges are expressly maintained. 

1 8 
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55. THIS COURT ORDERS that the cwrent directors of SFC shall be deemed to have 

resigned on the Plan Implementation Date. The current directors of SFC shall have no liability 

in such capacity for any and all demands, claims, actions, causes of action, counterclaims, suits, 

debts, sums of money, accounts, covenants, damages, judgments, orders, including, without 

limitation, for injunctive relief or specific performance and compliance orders, expenses, 

executions, Encumbrances and other recoveries on account of any liability, obligation, demand 

or cause of action of whatever nature which any Person may be entitled to assert, whether known 

or unknown, matured or unmatured, direct, indirect or derivative, foreseen or unforeseen, arising 

on or after the Plan Implementation Date. 

56. TWS COURT ORDERS that SFC and the Monitor may apply to this Court for advice 

and direction with respect to any matter arising from or under the Plan or this Plan Sanction 

Order. 

57. Tms COURT ORDERS that this Plan Sanction Order shall have full force and effect in 

all provinces and territories of Canada and abroad as against all persons and parties against 

whom it may otherwise be enforced. 

58. TillS COURT ORDERS that, from and after the Plan Implementation Date, the 

Monitor is hereby authorized and appointed to act as the foreign representative in respect of the 

within proceedings for the purposes of having these proceedings recognized in the United States 

pursuant to chapter 15 of title 11 of the United States Code. 

59. TIDS COURT ORDERS that, as promptly as practicable following the Plan 

Implementation Date, but in no event later than the third Business Day following the Plan 

Implementation Date, the Monitor, as the foreign representative of SFC and of the within 

proceedings, is hereby authorized and directed to commence a proceeding in a court of 

competent jurisdiction in the United States seeking recognition of the Plan and this Plan Sanction 

Order and confirming that the Plan and this Plan Sanction Order are binding and effective in the 

United States. 

60. THIS COURT HEREBY REQUESTS the aid and recognition of any court or any 

judicial, regulatory or administrative body having jurisdiction in Canada, the United States, 

Barbados, the British Virgin Islands, Cayman Islands, Hong Kong, the People's Republic of 
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China or in any other foreign jurisdiction, to give effect to this Plan Sanction Order and to 

assist SFC, the Monitor and their respective agents in carrying out the terms of this Plan 

Sanction Order. All courts, tribunals, regulatory and administrative bodies are hereby 

respectfully requested to make such orders and to provide such assistance to SFC and to the 

Monitor, as an officer of this Court, as may be necessary or desirable to give effect to this 

Plan Sanction Order, to grant representative status to the Monitor in any foreign proceeding, 

or to assist SFC and the Monitor and 1heir respective agents in carrying out the terms of this 

Plan Sanction Order. 

61. TIDS COURT ORDERS that each of SFC and the Monitor shall, following 

consultation with Goodmans LLP, be at liberty, and is hereby authorized and empowered, to 

make such further applications, motions or proceedings to or before such other courts and 

judicial, regulatory and administrative bodies, and take such steps in Canada, the United States 

of America, the British Virgin Islands, Cayman Islands, Hong Kong, the People's Republic of 

China or in any other foreign jurisdiction, as may be necessary or advisable to give effect to this 

Plan Sanction Order and any other Order granted by this Court, including for recognition of thls 

Plan Sanction Order and for assistance in carrying out its terms. 

62. THIS COURT ORDERS that this Plan Sanction Order shall be posted on the Monito.r's 

Website at http://cfcanada.fticonsulting.com/sfc and only be required to be served upon the 

parties on the Service List and those parties who appeared at the hearing of the motion for this 

Plan Sanction Order. 

63. THIS COURT ORDERS AND DECLARES that any conflict or inconsistency between 

the Plan and this Plan Sanction Order shall be governed by the terms, conditions and provisions 

of the Plan, which shall take precedence and priority. 

ENTERED .l\T I i;\iSCP!T A TDROi'JTO 
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PLAN OF COMPROMISE AND REORGANIZATION 

WHEREAS Sino~ Forest Corporation ("SFC,.) is insolvent; 

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

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

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

1.1 Definitions 

ARTICLEl 
INTERPRETATION 

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

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

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

"2016 Note Indenture'' means the indenture dated as of December 17. 2009, by and between 
SFC, the entities listed as subsidiary guarantors therein, and The Bank of New York Me.llon, as 
trustee, as amended, modified or supplemented. 

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

"2013 Notes" means the aggregate principal amount of US$345,000,000 of 5.00% Convertible 
Senior Notes Due 2013 issued pursuant to the 2013 Note Indenture. 
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"2014 Notes" means the aggregate principal amount ofUS$399,517,000 of 10.25% Guaranteed 
Senior Notes Due 2014 issued pursuant to the 20 14 Note Indenture. 

"2016 Notes'' means the aggregate principal amount of US$460,000,000 of 4.25% ·Convertible 
Senior Notes Due 2016 issued pursuant to the 2016 Note Indenture. 

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

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

"Administration Char.ge" has the meaning ascribed thereto in the Initial Order. 

"Administration Charge Reserve" means the cash reserve to be established by SFC on the Plan 
Implementation Date in the amount of $500,000 or such other amount as. agreed to by the 
Monitor and the Initial Consenting Noteholders, which cash reserve: {i) shall be maintained and 
administered by the Monitor, in trust, for the purpose of paying any amounts .secured by the 
Administration Charge; and (ii) upon the termination of the Administration Charge pursuant to 
the Plan, shall stand in place of the Administration Charge as security for the payment of any 
amounts secured by the Administration Charge. 

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

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

"Affected Creditor Claim" means any Ordinary Affected Creditor Claim or Noteholder Claim. 

"Affected Creditors Class" has the meaning ascribed thereto in section 3.2(a) hereof. 

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

"Alternative Sale Transaction" has the meaning ascribed thereto in section 10.1 hereof. 

"Alternative Sale Transaction Consideration'' has the meaning ascribed thereto in section 10.1 
hereof. 

"Applicable Law" means any applicable law, statute, order, decree, consent decree, judgment, 
rule, regulation, ordinance or other pronouncement having the effect of law whether in C-anada, 

27 



-6-

the United States, Hong Kong, the PRC or any other country, or any domestic or foreign state, 
county, province, city or other political subdivision or of any Governmental Entity. 

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

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

"Barbados Property" has the meaning ascribed thereto in section 6.40) hereof. 

"BIA" means the Bankruptcy and Insolvency Act, R. S.C. 1985, c. B-3. 

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

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

"Causes of Action" means any and all claims, actions, causes of action, demands. counterclaims, 
suits, rights, entitlements, litigation, arbitration, proceeding, hearing, complaint, debt, obligation, 
sums of money, accounts, covenants, damages, judgments, orders~ including for injunctive relief 
or specific performance and compliance orders, expenses, executions, Encumbrances and other 
recoveries of whatever nature that any Person may be entitled to assert in law, equity. or 
otherwise, whether known or unknown, foreseen or unforeseen, reduced to judgment or not 
reduced to judgment, liquidated or Wlliquidated, contingent or non-contingent, matured or 
unmatured, disputed or undisputed, secured or unsecured, assertable directly, indirectly or 
derivatively, existing or hereafter arising and whether pertaining to events occuning before, on 
or after the Filing Date. 

"CBCA., has the meaning ascribed thereto in the recitals. 

''CCAA" has the meaning ascribed thereto in the recitals. 

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

"Charges" means the Administration Charge and the Directors' Charge. 

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

"Claims Bar Date, has the meaning ascribed thereto in the Claims Procedure Order. 

"Claims Procedure" means the procedure established for detennining the amou11t and status of 
Claims, D&O Claims and D&O Indemnity Claims, including in each case any such claims that 
are Unresolved Claims, pursuant to the Claims Procedure Order. 

"Claims Procedure Order'' means the Order under the CCAA of the Honourable Justice 
Morawetz dated May 14, 2012, establishing, among other things, a claims procedure in respect 
of SFC and ca11ing for claims in respect of the Subsidiaries, as such Order may be amended, 
restated or varied from time to time. 

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

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

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

''Class Action Indemnity Claim" means any right or claim of any Person that may be asserted 
or made in whole or in part against SFC and/or any Subsidiary for indemnity, contribution, 
reimbursement or otherwise from or in connection with any Class Action Claim asserted against 

29 



- 8 -

such Person. For greater certainty, Class Action Indemnity Claims are distinct from and do not 
include Class Action Claims. 

"Consent Date" means May 15,2012. 

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

"Continuing Noteholder Class Action Claim" means any Noteholder Class Action Claim that 
is: (i) a Section 5.1(2) D&O Claim; (ii) a Conspiracy Claim; (iii) a Non-Released D&O Claim; 
(iv) a Continuing Other 0&0 Claim; (v) a Noteholder Class Action Claim against one or more 
Third Party Defendants that is not an Indemnified Noteholder Class Action Claim; (vi) the 
portion of an Indemnified Noteholder Class Action Claim that is permitted to continue against 
the Third Party Defendants, subject to the Indemnified Noteholder Class Action Limit, pursuant 
to section 4.4(b)(i) hereof. 

"Continuing Other D&O Claims" has the meaning ascribed thereto in section 4.9(b) hereof. 

"Court, has the meaning ascribed thereto in the recitals. 

"D&O Claimn means (i) any right or claim of any Person that may be asserted or made in wb.ole 
or in part against one or more Directors or Officers of S.PC that relates to a Claim for which such 
Directors or Officers are by law liable to pay in their capacity as Directors or Officers of SFC, or 
(ii) any right or claim of any Person that may be asserted or made in whole or in part against one 
or more Directors or Officers of SFC, in that capacity, whether or not asserted or made, in 
cotmection with ~y indebtedness, liability or obligation of any kind whatsoever, and any interest 
accrued thereon or costs payable in respect thereof, including by reason of the conunission of a 
tort (intentional or unintentional), by reason of any breach of contract or other agreement (oral or 
written), by reason of any -breach of duty (including any legal, statutory, equitable or fiduciary 
duty and including, for greater certainty, any monetary administrative or other monetary penalty 
or claim for costs asserted against any Officer or Director of SFC by any Government Entity) or 
by reason of any right of ownership of or title to property or assets or right to a trust or deemed 
trust (statutory, express, implied, resulting, constructive or otherwise), and whether or not any 
indebtedness, liability or obligation, and any interest accrued thereon or costs payable in respect 
thereof, is reduced to judgment, liquidated, unliquidated, fixed, contingen4 matured, unmatured, 
disputed, undisputed, legal, equitable~ secured, unsecured, present Ol' future, known or unknown, 
by guarantee~ surety or otherwise, and whether or not any right or claim is executory ·or 
anticipatory in nature, including any right or ability of any Person to advance a claim for 
contribution or indemnity from any such Directors or Officers of SFC or otherwise with respect 
to any matter, action, cause or chose in action, whether existing at present or commenced in the 
future, which indebtedness, liability or obligation, and any interest accrued thereon or costs 
payable in respect thereof (A) is based in whole or in part on facts prior to the Filing Date, or (B) 
relates to a time period prior to the Filing Date. 

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

"Defence Costs" has the meaning ascribed thereto in section 4.8 hereof. 

"Director'' means, with respect to SFC or any Subsidiary, anyone who is or was, or may be 
deemed to be or have been, whether by statute, operation of law or otherwise, a director or de 
facto director of such SFC Company. 

"Directors' Charge" has the meaning ascribed thereto in the Initial Order. 

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

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

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

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

"Distribution Escrow Position" has the meaning ascribed thereto in section 5.2(d) hereof. 

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

"DTC" means The Depository Trust Company, or any successor thereof. 

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

"Early Consent N oteholder'' means any Noteholder that: 

(a) (i) as confitmed by the Monitor on June 12, 2012, executed the (A) RSA, (B) a 
support agreement with SFC and the Direct Subsidiaries in the form of the RSA 
or (C) a joinder agreement in the form attached as Schedule C to the RSA; (ii) 
provided evidence satisfactory to the Monitor in accordance with section 2(a) of 
the RSA of the Notes held by such Noteho.lder as at the Consent Date (the "Early 
Consent Notes"), as such list of Noteholders and Notes held has been verified 



32 
- 10-

and is maintained by the Monitor on a confidential basis; and (iii) continues to 
hold such Early Consent Notes as at the Distribution Record Date; or 

(b) (i) has acquired Early Consent Notes; (ii) has signed the necessary transfer and 
joinder documentation as required by the RSA and has otherwise acquired .such 
Early Consent Notes in compliance with the RSA; and (iii) continues t-o hold such 
Early Consent Notes as at the Distribution Record Date. 

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

"Eligible Third Party Defendant'' means any of the Underwriters, BDO Limited and Ernst & 
Young (in the event that the Ernst & Young Settlement is not completed), together with any of 
their respective present and former affiliates, partners, associates, employees, servants, agents. 
contractors, directors, officers, insurers and successors, administrators, heirs and assigns (but 
exc1uding any Director or Officer and successors, administrators, heirs and assigns of any 
Director or Officer in their capacity as such), and any Director or Officer together with their 
respective successors, administrators, heirs and assigns. 

"Employee Priority Claims, means the following Claims of employees and former employees 
ofSFC: 

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

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

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

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

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

(a) any claim against SFC resulting from the ownership, purchase or sale of an equity 
interest in SFC, including the claims by or on behalf of current or former 
shareholders asse11ed in the Class Actions; 



~· 33 
·II- - ... . 

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

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

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

.. Equity Claimant Class" has the meaning ascribed thereto in section3.2(b). 

"Equity Claims Order" means the Order under the CCAA of the Honourable Justice Morawetz 
dated July 27, 2012, in respect of Shareholder Claims and Related Indemnity Claims against 
SFC, as such terms are defined therein. 

"Equity Interest" has the meaning set forth in section 2(1) ofthe CCAA. 

"Ernst & Young" means Ernst & Young LLP (Canada), Ernst & Young Global Limited and all 
other member firms thereof, and all present and fonner affiliates, partners, associates, 
employees, servants, agents, contractors, directors, officers, insurers and successors, 
administrators, heirs and assigns of each, but excludes any Director or Officer (in their capacity 
as such) and successors, administrators, heirs and assigns of any Director or Officer (in their 
capacity as such). 

"Ernst & YotJng Claim" means any and all demands, claims, actions, Causes of Action, 
counterclaims, suits, debts, sums of money, accounts, covenants, damages. judgments, orders, 
including injunctive relief or specific performance and compliance orders, expenses, executions, 
Encumbrances and other recoveries on account of any claim, indebtedness, liability, obligation, 
demand or cause of action of whatever nature that any Person, including any Person who may 
claim contribution or indemnification against or from them and also including for greater 
certainty the SFC Companies, the Directors (in their capacity as such), the Officers (in their 
capacity as such), the Third Party Defendants, Newco, Newco II, the directors and officers of 
Newco and Newco II, the Noteho"lders or any Noteholder, any past, present or future hol-der of a 
direct or indirect equity interest in the SFC Companies, any past, present or future direct or 
indirect investor or security holder of the SFC Companies, any direct or indirect security holder 
of Newco or Newco II, the Trustees, the Transfer Agent, the Monitor, and each and every 
member (including members of any committee or governance council), present and former 
affiliate, partner, associate, emp,loyee, servant, agent, contractor. director, officer, insurer and 
each and every successor, administrator, heir and assign of each of any of the foregoing may or 
could (at any time past present or future) be entitled to assert against Ernst & Young, including 
any and alJ claims in respect of statutory liabilities of Directors (in their capacity as such), 
Officers (in their capacity as such) and any alleged fiduciary (in any capacity) whether known or 
unknown, matured or unmatured, direct or derivative, foreseen or unforeseen, suspected or 
unsuspected, contingent or not contingent, existing or hereafter arising, based in whole or in part 
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on any act or omission, transaction, dealing or other occurrence existing or taking place on, prior 
to or after the Ernst & Young Settlement Date rtllating to, arising out of or in connection with the 
SFC Companies, the SFC Business, any Director or Officer (in their capacity as such) and/or 
professional services perfonned by Ernst & Young or any other acts or omissions of Ernst & 
Young in relation to the SFC Companies, the SFC Business, any Director or Officer (in their 
capacity as such), including for greater certainty but not 'limited to any claim arising out of: 

(a) all audit, tax, advisory and other professional services provided to the SFC 
Companies or related to the SFC Business up to the Ernst & Young Settlement 
Date, including for greater certainty all audit work perfonned, all auditors' 
opinions and all consents in respect of all offering of SFC securities and all 
regulatory compliance delivered in respect of all fiscal periods and all work 
related thereto up to and inc! using the Ernst & Young Settlement Date; 

(b) all claims advanced or which could have been advanced in any or all of the Class 
Actions; 

(c) all claims advanced or which could have been advanced in any or all actions 
commenced in all jurisdictions prior the Ernst & Young Settlement Date: or 

(d) all Noteholder Claims, Litigation Trust Claims or any claim of the SFC 
Companies, 

provided that "Ernst & Young Claim'' does not include any proceedings or remedies that may be 
taken against Ernst & Young by the Ontario Securities Commission or by staff of the Ontario 
Securities Commission, and the jurisdiction of the Ontario Securities Commission and staff of 
the Ontario Securities Commission in relation to Ernst & Young under the Securities Act, R.S.O. 
1990, c. S-5 is expressly preserved. 

41Ernst & Young Ordet:s" has the meaning ascribed thereto in section 11.1 (a) hereof. 

"Ernst & Young Release" means the release described in 11.1 (b) hereof. 

"Ernst & Young Settlement" means the settlement as reflected in the Minutes of Settlement 
executed on November 29, 2012 between Ernst & Young LLP, on behalf of itself and Ernst & 
Young Global Limited and all member firms thereof and the plaintiffs in Ontario Superior C-ourt 
Action No. CV -11-4351153-00CP and in Quebec Superior Court No. 200~06-00 132-111, and 
such other documents contemplated thereby. 

"Ernst & Young Settlement Date" means the date that the Monitor's Ernst & Young 
Settlement Certificate is delivered to Ernst & Young. · 

"Excluded Litigation Trust Claims" has the meaning ascribed thereto in section 4.12(a) hereof. 

"Excluded SFC Assets, means (i) the rights of SFC to be transferred to the Litigation Trust in 
accordance with section 6.4( o) hereof; (ii) any entitlement to insurance proceeds in respect of 
Insured Claims, Section 5.1 (2) D&O Claims and/or Conspiracy Claims; (iii) any secured 
property of SFC that is to be returned in satisfaction of a Lien Claim pursuant to section 4.2(c)(i) 
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hereof; (iv) any input tax credits or other refunds received by SFC after the Effective Time; and 
(v) cash in the aggregate amount of (and for the purpose of): {A) the Litigation Funding Amount; 
(B) the Unaffected Claims Reserve; (C) the Administration Charge Reserve; (D) the Expense 
Reimbursement and the other payments to be made pursuant to section 6.4( d) hereof (having 
regard to the application of any outstanding retainers, as applicable); (E) any amounts in respect 
of Lien Claims to be paid in accordance with section 4.2(c)(ii) hereof; and (F) the Monitor's 
Post-Implementation Reserve; (vi) any office space, office furniture or other office equipment 
owned or leased by SFC in Canada; (vii) the SFC Escrow Co. Share; (viii) Newco Promissory 
Note 1; and (ix) Newco Promissory Note 2. 

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

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

"Filing Date'' has the meaning ascribed thereto in the recitals. 

"Fractional Interests, has the meaning given in section 5.12 hereof. 

"Frl HK" means FTI Consulting (Hong Kong) Limited. 

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

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

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

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

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

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

(ii) is of the same nature as a contribution under the Canada Pension Plan if 
the province is a "province providing a comprehensive pension plan'' as 
defined in subsection 3(1) of the Canada Pension Plan and the provincial 
legislation establishes a "provincial pension plan" as defined in that 
subsection. 

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

"Indemnified Noteholder Class Action Claims" has the meaning ascribed thereto in section 
4.4(b)(i) her{lof. 

"Indemnified Noteholder Class Action Limit" means $150 million or such lesser amoWlt 
agreed to by SFC, the Monitor, the Initial Consenting Noteholders and counsel to the Ontario 
Class Action Plaintiffs prior to the Plan Implementation Date or agreed to by the Initial 
Consenting Noteholders and counsel to the Class Action Plaintiffs after the Plan hnplementation 
Date. 

"Initial Consenting Noteholders" means, subject to section 12.7 hereof, the Noteholders that 
executed the RSA on March 30,2012. 

"Initial Distribution Date" means a date no more than ten (1 0) Business Days after the Plan 
Implementation Date or such other date as SFC, the Monitor and the Initial Consenting 
Noteholders may agree. 

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

"Initial Order" has the meaning ascribed thereto in the recitals. 

"Insurance Policies" means, collectively, the following insurance policies, as well as any other 
insurance policy pursuant to which SFC or any Director or Officer is insured: ACE INA 
Insurance Policy Number 00024464; Chubb Insurance Company of Canada Policy Number 
8209-4449; Lloyds of London, England Policy Number XTFF0420; Lloyds of London, England 
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Policy Number XTFF0373; and Travelers Guarantee Company of Canada Policy Number 
10181108, and "Insurance Policyn means any one of the Insurance Policies. 

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

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

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

(a) the registration details for the Newco Shares and, if applicable, Newco Notes to 
be distributed to such Ordinary Affected Creditor or Early Consent Noteholder in 
accordance with the Plan; and 

(b) the address to which such Ordinary Affected Creditor's or Ear.ly Consent 
Noteholder's Direct Registration Transaction Advice or its Newco Share 
Certificates and Newco Note Certificates, as applicable, are to be delivered. 

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

"Lien Claimant" means a Person having a Lien Claim, other than any Noteholder or Trustee in 
respect of any Noteholder Claim. 
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"Litigation Funding Amount" means the cash amount of$1,000,000 to be advanced by SFC to 
the Litigation Trustee for purposes of funding the Litigation Trust on the Plan Implementation 
Date in accordance with section 6.4(o) hereof. 

"Litigation Funding Receivable,, has the meaning ascribed thereto in section 6.4(o) hereof. 

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

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

''Litigation Trust Claims" means any Causes of Action that have been or may be asserted by or 
on behalf of: (a) SFC against any and all third parties; or (b) the Trustees (on behalf of the 
Noteholders) against any and all Persons in connection with the Notes iss:ued by SFC; provided, 
however, that in no event shall the Litigation Trust Claims include any (i) claim, right or cause of 
action against any Person that is released pursuant to Article 7 hereof or (ii) any Excluded 
Litigation Trust Claim. For greater certainty: (x) the claims being advanced or that are 
subsequently advanced in the Class Actions are not being transferred to the Litigation Trust; and 
(y) the claims transferred to the Litigation Trust shall not be advanced in the Class Actions. 

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

HLitigation Trustee" means a Person to be detennined by SFC and the Init-ial Consenting 
Noteholders prior to the Effective Time, with the consent of the Monitor, to serve as trustee of 
the Litigation Trust pursuant to and in accordance with the terms thereof. 

"Material'• means a fact, circumstance, change, effect, matter, action, condition, event, 
occurrence or development that, individually or in the aggregate, is, or would reasonably be 
expected to be, material to the business, affairs, results of operations or financial condition of the 
SFC Companies (taken as a whole). 

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

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

"Meeting Order" has the meaning ascribed thereto in the recitals. 

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

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

"Monitor's Ernst & Young Settlement Certificate" has the meaning ascribed thereto in 
section 11.1 (a) hereof. 

"Monitor's Named Third Party Settlement Certificate" has the meaning ascribed thereto in 
section 11.2(b) hereof. 

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

"Named Third Party Defendant Settlement" means a binding settlement between any 
applicable Named Third Party Defendant and one or more of: (i) the plaintiffs in any of the Class 
Actions; and (ii) the Litigation Trustee (on behalf of the Litigation Trust) (if after the Plan 
Implementation Date), provided that, in each case, such settlement must be acceptable to SFC (if 
on or prior to the Plan Implementation Date), the Monitor, the Initial Consenting Noteholders (if 
on or prior to the Plan Implementation Date) and the Litigation Trustee (if after the Plan 
Implementation Date), and provided further that such settlement shall not affect the plaintiffs in 
the Class Actions without the consent of counsel to the Ontario Class Action Plaintiffs. 
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"Named Third Party Defendant Settlement Order .. means a court order approving a Named 
Third Party Defendant Settlement in form and in substance satisfactory to the applicable Named 
Third Party Defendant, SFC (if occurring on or prior to the Plan Implementation Date), the 
Monitor, the Initial Consenting Noteholders (if on or prior to the Plan Implementation. Date), the 
Litigation Trustee (if after the Phm Implementation Date) and counsel to the ·Ontario Class 
Action Plaintiffs (if the plaintiffs in any of the Class Actions are affected by the applicable 
Named Third Party Defendant Settlement). 

"Named Third Party Defendant Release" means a release of any applicable Named Third 
Party Defendant agreed to pursuant to a Named Third Party Defendant Settlement and approved 
pursuant to a Named Third Party Defendant Settlement Order, provided that such release must be 
acceptable to SFC (if on or prior to the Plan Implementation Date), the Monitor, the Initial 
Consenting Noteholders (if on or prior to the Plan Implementation Date) and the Litigation 
Trustee (if after the Plan Implementation Date), and provided further that such release shall not 
affect the plaintiffs in the Class· Actions without the consent of counsel to the Ontario Class 
Action Plaintiffs. 

"Named Third Party Defendants'' means the Third Party Defendants listed on Schedule "A" to 
the Plan in accordance with section 11.2(a) hereof, provided that only Eligible Third Party 
Defendants may become Named Third Party Defendants. 

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

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

"Newco II Consideration" has the meaning ascribed thereto in section 6.4(x) hereof. 

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

"Newco Note Certificate" means a certificate evidencing Newco Notes , 

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

"Newco Promissory Note 1", "Newco Promissory Note 2", ~'Newco Promissory Note 3" and 
"Newco Promissory Notes" have the meanings ascribed thereto in sections 6.4(k), 6.4(m), 
6.4(n} and 6.4(q) hereof, respectively. 

"Newco Share Certificate" means a certificate evidencing Newco Shares. 
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''Newco Shares'' means common shares in the capital ofNewco. 

"Non-Released D&O Claims" has the meaning ascribed thereto in section 4:9(f) hereof. 

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

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

"Noteholder Class Actio.n Claim" means any Class Action Claim, or any :part thereof, against 
SFC, any of the Subsidiaries, any of the Directors and Officers of S FC or the Subsidiaries, any of 
the Auditors, any of the Underwriters and/or any other defendant to the Class Action Claims that 
relates to the purchase, sale or ownership of Notes, but for greater certainty does not include a 
Noteholder Claim. 

"Noteholder Class Adion Claimant" means any Person having or asserting a Noteholder qass 
Action Claim. · 

"Notebolder Class Action Representative" means an individual to be appointed by counsel to 
the Ontario Class Action Plaintiffs. 

"Notebolders" means, collectively, the beneficial owners ofNotes as of the Distribution Record 
Date and, as the context requires, the registered holders of Notes as of the Distribution Record 
Date, and "Noteholder" means any one of the Noteholders. 

"Note Indentures" means, collectively, the 2013 Note Indenture, the 2014 Note Indenture, the 
2016 Note Indenture and the 2017 Note Indenture. 

"Notes'' means, collectively, the 2013 Notes, the 2014 Notes, the 2016 Notes and the 2017 
Notes. 

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

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

"Order" means any order of the Court made in connection with the CCAA Proceeding or this 
Plan. 
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"Ordinary Affected Creditor" means a Person with an Ordinary Affected Creditor Claim. 

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

"Other Directors and/or Officers~' means any Directors and/or Officers other than the Named 
Directors and Officers. 

"Permitted Continuing Retainer" has the meaning ascribed thereto in section 6.4(d) hereof. 

"Person" means any individual, sole proprietorship, limited or unlimited liability corporation, 
partnership, unincorporated association, unincorporated syndicate, unincorporated organization, 
body corporate, joint venture, trust, pension fund, union, Governmental Entity, and a natural 
person including in such person's capacity as trustee, heir, beneficiary, executor, administrator or 
other legal representative. 

"Plan'' means this Plan of Compromise and Reorganization (including all schedules hereto) filed 
by SFC pursuant to the CCAA and the CBCA, as it may be further amended, supplemented or 
restated from time to time in accordance with the terms hereof or an Order. 

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

"PRC" means the People's Republic of China. 

"Proof of Claim" means the 14Proof of Claim" referred to in the Claims Procedure Order, 
substantially in the form attached to the Claims Procedure Order. 

"Pro-Rata" means: 

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

(b) with respect to any Early Consent Noteholder in relation to all Early Consent 
Noteholders, the proportion of the principal amount of Early Consent Notes 
beneficially owned by such Early Consent Noteholder as of the Distribution 
Record Date in relation to the aggregate principal amount of Early Consent Notes 
held by all Early Consent Noteholders as of the Distribution Record Date; and 
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(c) with respect to any Affected Creditor in relation to ell Affected Creditors, the 
proportion of such Affected Creditor's Affected Creditor Claim as at any relevant 
time in relation to the aggregate of all Proven Claims and Unresolved Claims of 
Affected Creditors as at that time. 

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

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

11Released Parties" means, collectively, those Persons released pursuant to Article 7 hereof, but 
only to the extent so released, and each such Person is referred to individually as a "Released 
Party". 

"Required Majority" means a majority in number of Affected Creditors with Proven Claims, 
and two~thirds in value of the Proven Claims held by such Affected Creditors, in each case who 
vote (in person or by proxy) on the Plan at the Meeting. 

"Remaining Post-Implementation Reserve Amount" has the meaning ascribed thereto in 
section 5.7(b) hereof. 

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

1'Re.structuring Transaction" means the transactions contemplated by this Plan (including any 
Alternative Sale Transaction that occurs pw-suant to section 10.1 hereof). 

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

"Sanction Date" means the date that the Sanction Order is granted by the Court. 

"Sanction Order" means the Order of the Court sanctioning and approv-ing this Plan. 

"Section 5.1(2) D&O Claim" means any D&O Claim that is not permitted to be compromised 
pursuant to section 5.1 (2) of tbe CCM, but only to the extent not so permitted, ·provided that 
any D&O Claim that qualifies as a Non-Released D&O Claim or a Continuing Other D&O 
Claim shall not constitute a Section 5.1 (2) D&O Claim. 

"Settlement Trust'' has the meaning ascribed thereto in section 11. 1 (a) hereof. 
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"Settlement Trust Order" means a court order that establishes the Settlement Trust and 
approves the Ernst & Young Settlement and the Ernst & Young Release, in form and in 
substance satisfactory to Ernst & Young and counsel to the Ontario Class Action Plaintiffs, 
provided that such order shall also be acceptable to SFC (if occurring on or prior to the Plan 
Implementation Date), the Monitor and the Initial Consenting Noteholders, as applicable, to the 
extent, if any, that such order affects SFC, the Monitor or the Initial Consenting Noteholders, 
each acting reasonably. 

"SFC'' has the meaning ascribed thereto in the recitals. 

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

"SFC Assets" means all of SFC 's right, ti tie and interest in and to all of SFC' s properties, assets 
and rights of every kind and description (including all restricted and unrestricted cash, contracts, 
real property, receivables or other debts owed to SFC, Intellectual Property, SFC's corporate 
name and all related marks, all of SFes ownership interests in the Subsidiaries (including al1 of 
the shares of the Direct Subsidiaries and any other Subsidiaries that are directly owned by SFC 
immediately prior to the Effective Time), all of SFC's ownership interest in Greenheart and its 
subsidiaries, all SFC Intercompany Claims, any entitlement of SFC to any insurance proceeds 
and a right to the Remaining Post-Implementation Reserve Amount), other than the Excluded 
SFC Assets. 

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

"SFC Business, means the business operated by the SFC Companies. 

"SFC Continuing Shareholder" means the Litigation Trustee or such other Person as may be 
agreed to by the Monitor and the Initial Consenting Noteholders. 

"SFC Companies" means, collectively, SFC and all of the Subsidiaries, and "S·FC Company" 
means any of them. 

'"SFC E!crow Co." means the company to be incorporated as a wholly-owned subsidiary of SFC 
pursuant to section 6.3 hereofunder the laws of the Cayman Is-lands or such other jurisdiction as 
agreed to by SFC, the Monitor and the Initial Consenting Noteholders. 

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

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

"Subsidiaries" means all direct and indirect subsidiaries of SFC, other than (i) Greenheart and 
its direct and indirect subsidiaries and (ii) SFC Escrow Co., and "Subsidiary" means any one of 
the Subsidiaries. 
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"Subsidiary Intercompany Claim·" means any Claim by any Subsidiary or Greenheart against 
SFC. 

11Tax,, or "Taxes" means any and all federal, provincial, municipal, local and foreign taxes, 
assessments, reassessments and other governmental charges, duties, impositions and liabilities 
including for greater certainty taxes based upon or measured by reference to income, gross 
receipts, profits, capital, transfer, land transfer, sales, goods and services, hannonized sales, use, 
value-added, excise, withholding, business, franchising, property, development, occupancy, 
employer health, payroll, employment, health, social services, education and social security 
taxes, all surtaxes, all customs duties and import and export taxes, all licence, franchise and 
registration fees and all employment insurance, health insurance and government pension plan 
premiums or contributions, together with all interest, penalties, fines and additions with respect 
to such amounts. 

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

"Third Party Defendants" means any defendants to the Class Action Claims {present or future) 
other than SFC, the Subsidiaries, the Named Directors and Officers or the Trustees. 

"Transfer Agent" means Computershare Limited (or a subsidiary or affiliate thereof) or such 
other transfer agent as Newoo may appoint, with the prior written consent of the Monitor and the 
Initial Consenting Noteholders. 

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

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

"Unaffected Claim" means any: 

(a) Claim secured by the Administration Charge; 

(b) Govenunent Priority Claim; 

(c) Employee Priority Claim; 
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(d) Lien Claim; 

(e) any other Claim of any employee, former employee, Director or Officer ofSFC in 
respect of wages, vacation pay, bonuses, termination pay, severance pay or other 
remuneration payable to such Person by SFC, other than any termination pay or 
severance pay payable by SFC to a Person who ceased to be an employee, 
Director or Officer of S FC prior to the date of this Plan; 

(f) Trustee Claims; and 

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

"Unaffected Claims Reserve11 means the ~ash reserve to be estabHshed by SFC on the Plan 
Implementation Date and maintained by the Monitor, in escrow, for the purpose of paying 
certain Unaffected Claims in accordance with section 4.2 hereof. 

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

"Undeliverable Distribution" has the meaning ascribed thereto in section 5.4. 

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

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

"Unresolved Claims Escrow Agenf' means SFC Escrow Co. or such other Person as may be 
agreed by SFC, the Monitor and the Initial Consenting Noteholders. 

"Unresolved Claims Reserve" means the reserve of Newco Shares, Newco Notes and Litigation 
Trust Interests, if any, to be established pursuant to sections 6.4(h)(ii) and 6.4(r) hereof in respect 
of Unresolved Claims as at the Plan Implementation Date, which reserve shall be held and 
maintained by the Unresolved Claims Escrow Agent, in escrow, for distribution in accordance 
with the Plan. As at the Plan Implementation Date, the Unresolved Claims Reserve will consist 
of that amount of Newco Shares, Newco Notes and Litigation Trust Interests as is necessary to 
make any potential distributions under the Plan in respect of the following Unresolved Claims: 
(i) Class Action Indemnity Claims in an amount up to the Indemnified Noteholder Class Action 
Limit; (ii) Claims in respect of Defence Costs in the amount of $30 million or such other amount 
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as may be agreed by the Monitor and the Initial Consenting Noteholders; and (iii) other Affected 
Creditor Claims that have been identified by the Monitor as Unresolved Claims in an amount up 
to $500,000 or such other amount as may be agreed by the Monitor and the Initial Consenting 
Noteholders. 

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

1.2 Certain Rules of Interpretation 

For the purposes of the Plan: 

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

(b) the division of the Plan into 11articles" and "sections" and the insertion of a table 
of contents are for convenience of reference only and do not affect the 
construction or interpretation of the Plan, nor are the descriptive headings of 
"articles" and "sections" intended as complete or accurate descriptions of the 
content thereof; 

(c) unless the context otherwise requires, words importing the singular shall include 
the plural and vice versa, and words importing any gender shall include all 
genders; 

(d) the words "includes'' and "including" and similar tenns of inclusion shall not, 
unless expressly modified by the words "only" or "solely", be construed as tenns 
of limitation, but rather shall mean "includes but is not limited to" and "including 
but not limited to", so that references to included matters shall be regarded as 
illustrative without being either characterizing or exhaustive; 

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

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

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

(h) references to a specified "article" or ''section" shall, unless ·something in · the 
subject matter or context is inconsistent therewith, be construed as references to 
that specified article or section of the Plan, whereas the terms "the Plan", 
"hereof'. "herein .. , "hereto", "hereunder" and similar expressions shall be deemed 
to refer generally to the Plan and not to any particular "article"~ «section" or other 
portion of the Plan and include any documents supplemental hereto. 

1.3 Currency 

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

1.4 Successors and Assigns 

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

1.5 Governing Law 

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

1.6 Schedule "A" 

Schedule ~·A" to the Plan is incorporated by reference into the Plan and fonnspart ofthe 
Plan. 

ARTICLE2 
PURPOSE AND EFFECT OF THE PLAN 

2.1 Purpose 

The purpose of the Plan is: 

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

(b) to effect the distribution ·Of the consideration provided for herein in respect of 
Proven Claims; 
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(c) to transfer ownership of the SFC Business to Newco and then from Newco to 
Newco II, in each case free and clear of all claims against SFC and certain related 
claims against the Subsidiaries, so as to enable the SFC Business to continue on a 
viable, going concern basis; and 

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

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

2.2 Claims Affeded 

The Plan provides for, among other things, the full, final and irrevocable compromise, 
release, discharge, cancellation and bar of Affected Claims and effectuates the restructuring of 
SFC. The Plan will become effective at the Effective Time on the Plan Implementation Date, 
other than such matters occurring on the Equity Cancellation Date (if the Equity Cancellation 
date does not occur on the Plan Implementation Date) which will occur and be effective on such 
date, and the Plan shall be binding on and enure to the benefit of SFC, the Subsidiaries, Newco, 
Newco 11, SFC Escrow Co., any Person having an Affected Claim, the Directors and Officers of 
SFC and all other Persons named or refe1'1'ed to in. or subject to, the Plan, as and to the extent 
provided for in the Plan. 

2.3 Unaffected Claims against SFC Not Affected 

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

2.4 Insurance 

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

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

(c) Notwithstanding ru1ything herein (including section 2.4(b) and the releases and 
injunctions set forth in Article 7 hereof), but subject to section 2.4(d) hereof, all 
Insured Claims shall be deemed to remain outstanding and are not released 
following the Plan Implementation Date, but recovery as against SFC and the 
Named Directors and Officers is limited onJy to proceeds of Insurance Policies 
that are available to pay such Insured Claims, either by way of judgment or 
settlement. SFC and the Directors or Officers shall make all reasonable efforts to 
meet all obligations under the Insurance Policies. The insurers agree and 
acknowledge that they shall be obliged to pay any Loss payable pursuant to the 
terms and conditions of their respective Insurance Policies notwithstanding the 
releases granted to SFC and the Named Directors and Officers under this Plan. 
and that they shall not rely on any provisions of the Insurance Policies to argue, or 
otherwise assert. that such releases eXClilSe them from, or relieve them of, the 
obligation to pay Loss that otherwise would be payable under the tenns of the 
Insurance Policies. For greater certainty, the insurers agree and consent to a direct 
right of action against the insurers. or any of them. in favour of any plaintiff who 
or which has (a) negotiated a settlement of any Claim covered under any ·of the 
Insurance Policies.. which settlement has been consented to in writing by the 
insurers or such of them as may be required or (b) obtained a final judgment 
against one or more of SFC and/or the Directors or Officers which such plaintiff 
.asserts, in whole or in part, represents Loss covered under the Insurance Policies, 
notwithstanding that such plaintiff is not a named insured under the Insurance 
Policies and that neither SFC nor the Directors or Officers are parties to such 
action. 

(d) Notwithstanding anything in this section 2.4, from and after the Plan 
Implementation Date, any Person having an Insured Claim shall, as against SFC 
and the Named Directors and Officers, be irrevocably limited to recovery solely 
from the proceeds of the Insurance Policies paid or payable on behalf of SFC or 
its Directors or Officers, and Persons with any Insured Claims shall have no right 
to, and shall not, directly or indirectly, make any claim or seek any .recoveries 
fi·orn SFC, any of the Named Directors and Officers, any of the Subsidim:ies, 
Newco or Newco II, othe1· than enforcing such Person's rights to be paid from the 
proceeds of an Insurance Policy by the applicable insurer(s), and this section 
2.4(d) may be relied upon and raised or pled by SFC, Newco, Newco II, any 
Subsidiary and any Named Director and Officer in .defence or estoppel of or to 
enjoin any claim, action or proceeding brought in contravention of this section 
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2.5 Claims Procedure Order 

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

ARTICLE3 
CLASSIFICATION, VOTING AND RELATED MATTERS 

3.1 Claims Procedure 

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

3.2 Classification 

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

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

3.3 Unaffected Creditors 

No Unaffected Creditor, in respect of an Unaffected Claim, shall: 

(a) be entitled to vote on the Plan; 

(b) be entitled to attend the Meeting; or 

(c) receive any entitlements under this Plan in respect of such Unaffected Creditor's 
Unaffected Claims (other than its right to have its Unaffected Claim addressed in 
accordance with section 4.2 hereof). 

3.4 Creditors' Meeting 

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

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

ARTICLE4 
DISTRIBUTIONS, PAYMENTS AND TREATMENT OF CLAIMS 

4.1 Affected Creditors 

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

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

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

(c) such Affected Creditor's Pro-Rata share of the Litigation Trust Interests to be 
allocated to the Affected Creditors in accordance with 4.11 hereof and the .tenns 
of the Litigation Trust. 

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

4.2 Unaffected Creditors 

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

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

(b) in the case of Claims secured by the Administration Charge: 

(i) if billed or invoiced to SFC prior to the Plan Implementation Date, such 
Claims shall be paid by SFC in accordance with section 6.4(d) hereof; and 

(ii) if billed or invoiced to SFC on or after the Plan Implementation Date, such 
Claims shall be paid from the Administration Charge Reserve, and all such 
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Claims shall be limited to recovery against the Administration Charge 
Reserve, and any Person with such Claims shall have no right to, and shall 
not, make any claim or seek any recoveries from any Person in respect of 
such Claims, other than enforcing such Person's right against the 
Administration Charge Reserve; and 

(c) in the case of Lien Claims: 

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

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

(iii) upon the satisfaction of a Lien Claim in accordance with sections 4.2(c)(i) 
or 4.2(c)(ii) hereof, such Lien Claims shall be fully, finally, irrevocably 
and forever released, discharged, cancelled and barred. 

4.3 Early Consent Noteholders 

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

4.4 Noteholder Class Action Claimants 

(a) All Noteholder Class Action Claims against SFC, the Subsidiaries or the Named 
Directors or Officers (other than any Noteholder Class Action Claims against the 
Named Directors or Officers that are Section 5.1(2) D&O Claims, Conspiracy 
Claims or Non-Released D&O Claims) shall be fully, finally, irrevocably and 
forever compromised, released, discharged, cancelled and barred without 
consideration as against all said Persons on the Plan Implementation Date. 
Subject to section 4.4(t) hereof, Noteholder Class Action Claimants shall not 
receive any consideration or distributions under the Plan in respect of their 
Noteholder Class Action Claims. Noteholder Class Action Claimants shall not be 
entitled to attend or to vote on the Plan at the Meeting in respect of their 
Noteholder Class Action Claims. 
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(b) Notwithstanding anything to the contrary in section 4.4(a), Noteholder Class 
Action Claims as against the Third Party Defendants (x) are not compromised, 
discharged, released, cancelled or barred, (y) shall be permitted to continue as 
against the Third Party Defendants and (z) shall not be limited or restricted by this 
Pian in any manner as to quantum or otherwise (including any collection or 
recovery for such Noteholder Class Action Claims that relates to any liability of 
the Third Party Defendants for any alleged liability of SFC), provided that: 

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

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

(iii) for greater certainty, in the event that any Third Party Defendant is found 
to be liable for or agrees to a settlement in respect of a Noteholder Class 
Action Claim (other than a Noteholder Class Action Claim for fraud or 
criminal conduct) and such amounts are paid by or on behalf of the 
applicable Third Party Defendant, then the amount -of the Indemnified 
Noteholder Class Action Limit applicable to the remaining Third Party 
Defendants shall be reduced by the amount paid in respect of such 
Noteholder Class Action Claim, as applicable. 

(c) Subject to section 7.t(o), the Claims of the Underwriters for indemnification in 
respect of any Noteholder Class Action Claims (other than Noteholder Class 
Action Claims against the Underwriters for fraud or criminal conduct) shall, for 
purposes of the Plan, be deemed to be valid and enforceable Class Action 
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Indemnity Claims against SFC (as limited pursuant to section 4.4(b) hereof), 
provided that: (i) the Underwriters shall not be entitled to receive any distributions 
of any kind under the Plan in respect of such Claims; (ii) such Claims shall be 
fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled and barred on the Plan Implementation Date; and (Hi) the amount of 
such Claims shall not affect the calculation of any Pro-Rata entitlements of the 
Affected Creditors under this Plan. For greater certainty, to the extent of any 
conflict with respect to the Underwriters between section 4.4(e) hereof and this 
section 4.4(c), this section 4.4(c) shall prevail. 

(d) Subject to section 7.1(m), any and all indemnification rights and entitlements of 
Ernst & Young at common law and any and all indemnification agreements 
between Ernst & Young and SFC shall be deemed to be valid and enforceable in 
accordance with their terms for the purpose of determining whether the Claims of 
Ernst & Young for indemnification in respect of Noteholder Class Action Claims 
are valid and enforceable within the meaning of section 4.4(b) hereof. With 
respect to Claims of Ernst & Young for indemnification in respect of N oteholder 
Class Action Claims that are valid and enforceable: (i) Ernst & Young shall not be 
entitled to receive any distributions of any kind under the Plan in respect of such 
Claims; (ii) such Claims shall be fully, finally. irrevocably and forever 
compromised, released, discharged, cancelled and barred on the Plan 
Implementation Date; and (iii) the amount of such Claims shall not affect the 
calculation of any Pro-Rata entitlements of the Affected Creditors under this Plan. 

(e) Subject to section 7..1(n), any and all indemnification rights and entitlements of 
the Named Third Party Defendants at common law and any and all 
indemnification agreements between the Named Third Party Defendants and SPC 
shall be deemed to be valid and enforceable in accordance with their tenns for the 
purpose of determining whether the Claims of the Named Third Party Defendants 
for indemnification in respect of Noteholder Class Action Claims are valid and 
enforceable within the meaning of section 4.4(b) hereof. With respect to Claims 
of the Named Third Party Defendants for indemnification in respect of 
Noteholder Class Action Claims that are valid and enforceable: (i) the Named 
Third Party Defendants shall not be entitled to receive any distributions of any 
kind under the Plan in respect of such Claims; (H) such Claims shall be fully, 
finally, irrevocably and forever compromised, released, discharged, cancelled and 
barred on the Plan Implementation Date; and (iii) the amount of such Claims .shall 
not affect the calculation of any Pro-Rata entitlements of the Affected Creditors 
under this Plan. 

(f) Each Noteholder Class Action Claimant shall be entitled to receive its sbare of the 
Litigation Trust Interests to be allocated to Noteholder Class Action Claimants in 
accordance with the terms of the Litigation Trust and section 4.11 hereof, as such 
Noteholder Class Action Claimant's share is determined by the applicable Class 
Action Court. · 
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(g) Nothing in this Plan impairs, affects or limits in any way the ability of SFC, the 
Monitor or the Initial Consenting Noteholders to seek or obtain an Order, whether 
before or after the Plan Implementation Date, directing that Class Action 
Indemnity Claims in respect of Noteholder Class Action Claims or any other 
Claims of the Third Party Defendants should receive the same or similar treatment 
as is afforded to Class Action Indemnity Claims in respect of Equity Claims under 
the terms of this Plan. 

4.5 Equity Claimants 

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

4.6 Claims of the Trustees and Noteholders 

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

4.7 Claims of the Third Party Defendants 

For purposes of this Plan, all claims filed by the Third Party Defendants against SFC 
and/or any of its Subsidiaries shall be treated as follows: 

(a) all such claims against the Subsidiaries shall be fully, finally, irrevocably and 
forever compromised, released, discharged, cancelled and barred on the Plan 
Implementation Date in accordance with Article 7 hereof; 

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

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

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

4.8 Defence Costs 

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

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

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

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

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

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

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

4.9 D&O Claims 

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

(b) All D&O Claims against the Other Directors and/or Officers shall not be 
compromised, released, discharged, cancelled or barred by this Plan and shall be 
permitted to continue as against the applicable Other Directors and/or Officers 
(the "Continuing Other D&O Claims,), provided that any Indemnified 
NotehoJder Class Action Claims against the Other Directors and/or Officers shall 
be limited as described in section 4.4(b)(i) hereof. 
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(c) All D&O Indemnity Claims and any other rights or claims for indemnification 
held by the Named Directors and Officers shall be deemed to have no value and 
shaH ·be fully, finally, irrevocably and forever compromised, released. discharged, 
cancelled and barred without consideration on the Plan Implementation Date. 

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

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

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

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

4.10 Intercompany Claims 

All SFC Intercompany Claims (other than those transfeiTed t-o SFC Barbados pursuant to 
section 6.4(j) hereof or set-off pursuant to section 6.4(1) hereof) shall be deemed to be assigned 
by SFC to Newco on the Plan Implementation Date pursuant to section 6.4(m) hereof, and shall 
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then be deemed to be assigned by Newco to Newco II pursuant to section 6.4(x) hereof. 'The 
obligations of SFC to the applicable Subsidiaries and Greenheart in respect of all Subsidiary 
Intercompany Claims (other than those set-off pursuant to section 6.4(1) hereof) shall be assumed 
by Newco on the Plan Implementation Date pursuant to 6.4(m) hereof, and then shall be asswned 
by Newco II pursuant to section 6.4(x) hereof. Notwithstanding anything to the contrary herein, 
Newco II shall be liable to the applicable Subsidiaries and Oreenheart for such Subsidiary 
Intercompany Claims and SFC shall be released from such Subsidiary Intercompany Claims 
from and after the Plan Implementation Date, and the applicable Subsidiaries and Greenheart 
shaH be Hable to Newco II for such SFC Intercompany Claims ftom and after the Plan 
Implementation Date. For greater certainty, nothing in .this Plan affects any rights or claims as 
between any of the Subsidiaries, Greenheart and Greenheart's direct and indirect subsidiaries. 

4.11 Entitlement to Litigation Trust Interests 

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

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

(ii) the Noteholder Class Action CJaimants shall be collectively entitled to 
25% of such Litigation Trust Interests, · 

which allocations shall occur at the times and in the manner set forth in section 
6.4 hereof and shall be recorded by the Litigation Trustee in its registry of 
Litigation Trust Interests. 

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

4.12 Litigation Trust Claims 

(a) At any time prior to the Plan Implementation Date, SFC and the Initial 
Consenting Noteholders may agree to exclude one or more Causes of Action from 
the Litigation Trust Claims and/or to specify that any Causes of Action against a 
specified Person will not constitute Litigation Trust Claims ("Excluded 
Litigation Trust Claims,'), in which case, any such Causes of Action shall not be 
transferred to the Litigation Trust on the Plan Implementation Date. Any such 
Excluded Litigation Trust Claims shaH be fully, finally, irrevocably and forever 
compromised, released, discharged, cancelled and barred on the Plan 
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Implementation Date in accordance with Article 7 hereof. All Affected Creditors 
shall be de~med to consent to such treatment of Excluded Litigation Trust Claims 
pursuant to this section 4.12(a). 

(b) All Causes of Action against the Underwriters by (i) SFC or (ii) the Trustees (on 
behalf of the Noteholders) shall be deemed to be Excluded Litigation Trust 
Claims that are fully, finally, irrevocably .and forever compromised, released, 
discharged, cancelled and barred on the Plan Implementation Date in accordance 
with Article 7 hereof, provided that, unless otherw"ise agreed by SFC and the 
Initial Consenting Noteholders prior to the Plan Implementation Date in 
accordance with section 4.12(a) hereof, any such Causes of Action for fraud or 
criminal conduct shall not constitute Excluded Litigation Trust Claims and shall 
be transferred to the Litigation Trust in accordance with section 6.4(o) hereof. 

(c) At any time from and after the Plan Implementation Date, and subject to the prior 
consent of the Initial Consenting Noteholders and the terms of the Litigation Trust 
Agreement, the Litigation Trustee shaiJ have the right to seek and obtain an order 
from any court of competent jurisdiction, including an Order of the Court in the 
CCAA or otherwise, that gives effect to any releases of any Litigation Trust 
Claims agreed to by the Litigation Trustee in accordance with the Litigation Trust 
Agreement, including a release that fully, finally, irrevocably and forever 
compromises, releases, discharges, cancels and bars the applicable Litigation 
Trust Claims as if they were Excluded Litigation Trust Claims released in 
accordance with Article 7 hereof. All Affected Creditors .shall be deemed to 
consent to any such treatment of any Litigation Trust Claims pursuant to this 
section 4.12(b). 

4.13 Multiple Affected Claims 

On the Plan Implementation Date, any and all liabilities for and guarantees and 
indemnities of the payment or performance of any Affected Claim, Unaffected Claim, Section 
5.1(2) D&O Claim, Conspiracy Claim, Continuing Other D&O Claim or Non-Released D&O 
Claim by any of the Subsidiaries, and any purported liability for the payment or performance of 
such Affected Claim, Unaffected Claim, Section 5 .I (2) D&O Claim, Conspiracy Claim, 
Continuing Other D&O Claim or Non-Released D&O Claim by Newco or Newco II, will be 
deemed eliminated and cancelled, and no Person shall have any rights whatsoever to pursue or 
enforce any such liabilities for or guarantees or indemnities of the payment or perfonnance of 
any such Affected Claim, Unaffected Claim, Section 5.1(2) D&O Claim, Conspiracy Claim, 
Continuing Other D&O Claim or Non-Released D&O Claim against any Subsidiary, Newco or 
Newco II. 

4.14 Interest 

Subject to section 12.4 hereof, no holder of an Affected Claim shall be entitled to interest 
accruing on or after the Filing Date. 
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4.15 Existing Shares 

Holders of Existing Shares and Equity Interests shall not receive any consideration or 
distributions under the Plan in respect thereof and shall not be entitled to vote on the Plan at the 
Meet1ng. Unless otherwise agreed between the Monitor, SFC and the Initial Consenting 
Noteholders, all Existing Shares and Equity Interests shall be fully, finally and irrevocably 
cancel1ed in accordance with and at the time specified in section 6.5 hereof. 

4.16 Canadian Exempt Plans 

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

ARTICLES 
DISTRIBUTION MECHANICS 

5.1 Letters of Instruction 

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

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

(i) on the next Business Day following the Distribution Record Date, the 
Monitor shall send blank Letters of Instruction by prepaid first class mail., 
courier, email or facsimile to each such Ordinary Affected Creditor to the 
address of each such Ordinary Affected Creditor (as specified in the 
applicable Proof of Claim) as of the Distribution Record Date, or as 
evidenced by any assignment or transfer in accordance with section 5.1 0; 

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

(iii) any such Ordinary Affeeted Creditor that does not return a Letter of 
Instruction to the Monitor in accordance with section 5.1(a)(ii) shall be 
deemed to have requested that such Ordinary Affected Creditor's Newco 
Shares and Newco Notes be registered or distributed, as applicable, in 
accordance with the information set out in such Ordinary Affected 
Creditor's Proof of Claim; and 
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(b) with respect to Early Consent Noteholders: 

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

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

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

5.2 Distribution Mechanics with respect to Newco Shares and Newco Notes 

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

(i) in respect of the Ordinary Affected Creditors with Proven Claims: 

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

(B) the amount of Newco Notes that each such Ordinary Affected 
Creditor is entitled to receive in accordance with section 4.1(b) 
hereof, 

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

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

(A) the number of Newco Shares that each such Ordinary Affected 
Creditor would have been entitled to receive in accordance with 
section 4.l(a) ·hereof had such Ordinary Affected Creditor's 
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Unresolved Claim been a Proven Claim on the Plan 
Implementation Date; and 

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

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

(iii) in respect of the Noteholders: 

(A) the number of Newco Shares that the Trustees are collectively 
required to receive such that, upon distribution to the· Noteholders 
in accordance with this Article 5, each individual Noteholder 
receives the number of Newco Shares to which it is entitled in 
accordance with section 4.1(a) hereof; and 

(B) the amount of Newco Notes that the Trustees are collectively 
required to receive such th~ upon distribution to the Noteholders 
in accordance with this Article 5, each individual Noteholder 
receives the amount of Newco Notes to which it is entitled in 
accordance with section 4.1 (b) hereof, 

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

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

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

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

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

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

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

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

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

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

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

(A) if the Newco Shares and/or Newco Notes are DTC eligible, the 
Monitor and/or Newco and/or the Unresolved Claims Escrow 
Agent, as applicable, shall distribute to DTC (or its nominee), for 
the benefit of the Noteholders, Newco Share Certificates and/or 
Newco Note Certificates representing the aggregate of all Newco 

-Shares and Newco Notes to be distributed to the Noteholders on 
such Distribution Date, and the Trustees shall provide their consent 
to DTC to the distribution of such Newco Shares and Newco Notes 
to the applicable Noteholders, in the applicable amounts, through 
the facilities of DTC in accordance with customary practices and 
procedures; and 

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

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

(e) The Monitor, Newco, Newco 11, the Trustees, SFC, the Named Directors and 
Office~ and the Transfer Agent shall have no liabili~y or obligation in respect of 
deliveries by DTC (or its nominee) to the DTC participants or the Noteholders 
pursuant to this Article 5. 

5.3 Allocation of Litigation Trust Interests 

The Litigation Trustee shall administer the Litigation Trust Claims and the Litigation 
Funding Amount for the benefit of the Persons that are entitled to the Litigation Trust Interests 
and shall maintain a registry of such Persons as follows: 

(a) with respect to Affected Creditors: 

(i) the Litigation Trustee shall maintain a record of the amount of Litigation 
Trust Interests that each Ordinary Affected Creditor is entitled to receive 
in accordance with sections 4.l(c) and 4.11 (a) hereof; 

(ii) the Litigation Trustee shall maintain a record of the aggregate amount of 
all Litigation Trust Interests to which the Noteholders are collectively 
entitled in accordance with sections 4.l(c) and 4.11(a) hereofs and if cash 
is distributed from the Litigation Trust to Persons with Litigation Trust 
Interests, the amount of such cash that is payable to the Noteholders will 
be distributed through the Distribution Escrow Position (such that each 
beneficial Noteholder will receive a percentage of such cash distribution 
that is equal to its entitlement to Litigation Trust Interests (as set forth in 
section 4.1 (c) hereof) as a percentage of all Litigation Trust Interests); and 

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

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

5.4 Treatment of Undeliverable Distributions 

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

5.5 Procedure for Distributions Regarding Unresolved Claims 

(a) An Affected Creditor that has asserted an Unresolved Claim will not be entitled to 
receive a distribution under the Plan in respect of such Unresolved Claim or any 
portion thereof unless and until such Unresolved Claim becomes a Proven Claim. 
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(b) Distributions in respect of any Unresolved Claim in existence at the Plan 
Implementation Date will be held in escrow by the Unresolved Claims Escrow 
Agent in the Unresolved Claims Reserve until settlement or final determination of 
the Unresolved Claim in accordance with the Claims Procedure Order, the 
Meeting Order or this Plan, as applicable. 

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

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

{ii} in the case of Affected Creditors whose Unresolved Claims are ultimately 
determined, in whole or in part, to be disallowed, the Unresolved Claims 
Escrow Agent shall release from escrow and deliver to all Affected 

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

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

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

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

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

(h) Persons with Unresolved Claims shall have standing in any proceeding in respect 
of the determination or status of any Unresolved Claim, and Goodmans LLP (in 
its capacity as counsel to the Initial Consenting Noteholders) shall have standing 
in any such proceeding on behalf of the Initial Consenting Notheolders (in their 
capacity as Affected Creditors with Proven Claims). 

5.6 Tax Refunds 

Any input tax credits or tax refunds received by or on behalf of SFC after the Effective 
Time shall, immediately upon receipt thereof, be paid directly by, or on behalf of, SFC to Newco 
without consideration. 

5. 7 Final Distributions from Reserves 

(a) If there is any cash remaining in: (i) the Unaffected Claims Reserve on the date 
that all Unaffected Claims have been finally paid or otherwise discharged and/or 
(ii) the Administration Charge Reserve on the date that all Claims secured by the 
Administration Charge have been finally paid or otherwise discharged, . the 
Monitor shall, in each case, forthwith transfer all such remaining cash to the 
Monitor's Post-Implementation Reserve. 

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

5.8 Other Payments and Distributions 

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

5.9 Note Indentures to Remain in Effect Solely for Purpose o.f Distributions 

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

5.10 Assignment of Claims for Distribution Purposes 

(a) Assignment of Claims by Ordinary Affected Creditors 

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

(b) Assignment of Notes 

Only those Noteholders who have beneficial ownership of one or more Notes as at the 
Distribution Record Date shall be entitled to receive a distribution under this Plan on the Initial 
Distribution Date or any Distribution Date. Noteholders who have beneficial ownership of Notes 
shall not be restricted from transferring or assigning such Notes prior to or after the Distribution 
Record Date (unless the Distribution Record Date is the Plan Implementation Date), provided 
that if such transfer or assignment occurs after the Distribution Record Date, neither SFC nor 
Newco nor Newco II nor the Monitor nor the Unresolved Claims Escrow Agent shall have any 
obligation to make distributions to any such transferee or assignee of Notes in respect of the 
Claims associated therewith, or otherwise deal with such transferee or assignee as an Affected 
Creditor in respect thereof. Noteholders who assign or acquire Notes after the Distribution 
Record Date shall be wholly responsible for ensuring that Plan distributions in respect of the 
Claims associated with such Notes are in fact delivered to the assignee, and the Trustees shall 
have no liability in connection therewith. 

5.11 Withholding Rights 

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

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

5.13 Further Direction of the Court 

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

ARTICLE6 
RESTRUCTURING TRANSACTION 

6.1 Corporate Actions 

The adoption, execution, delivery, implementation and consummation of all matters 
contemplated under the Plan involving corporate action of SFC will occur and be effective .as of 
the Plan Implementation Date, other than such matters occurring on the Equity Cancellation Date 
which will occur and be effective on such date, and in either case will be authorized and 
approved under the Plan and by the Court, where appropriate, as part of the Sanction Order,. in all 
respects and for all purposes without any requirement of further action by shareholders, Directors 
or Officers of SFC. All necessary approvals to take actions shall be deemed to have been 
obtained from the directors or the shareholders of SFC, as applicable, including the deemed 
passing by any class of shareholders of any resolution or special resolution and no shareholders' 
agreement or agreement between a shareholder and another Person limiting in any way the right 
to vote shares held by such shareholder or shareholders with respect to any of the steps 
contemplated by the Plan shaH be deemed to be effective and shall have no force and effect, 
provided that, subject to sections 12.6 and 12.7 hereof, where any matter expressly requires the 
consent or approval of SFC, the Initial Consenting Noteholders or SFC's board of directors 
pursuant to this Plan, such consent or approval shall not be deemed to be given unless actually 
given. 

6.2 Incorporation ofNewco and Newco II 

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

(b) Newco II shall be incorporated prior to the Plan Implementation Date as a wholly
owned subsidiary of Newco. The memorandum and articles of association of 
Newco II will be in a form customary for a wholly-owned subsidiary under the 
applicable jurisidiction and the initial board of directors of Newco II will consist 
of the same Persons appointed as the directors of Newco on or prior to the Plan 
Implementation Date. 

6.3 Incorporation of SFC Escrow Co. 

SFC Escrow Co. shall be incorporated prior to the Plan Implementation Date. SFC 
Escrow Co. shall be incorporated under the laws of the Cayman Islands, or such other 
jurisdiction as may be agreed by SFC, the Monitor and the Initial Consenting Noteholders. The 
sole director of SFC Escrow Co. shall be Codan Services (Cayman) Limited, or such other 
Person as may be agreed by SFC, the Monitor and the Initial Consentin,g Noteholders. At the 
time that SFC Escrow Co. is incorporated, SFC Escrow Co. shal1 issue one share (the "SFC 
Escrow Co. Share") to SFC, as the sole shareholder of SFC Escrow Co. and SFC shall be 
deemed to hold the SFC Escrow Co. Share for the purpose of facilitating the Restructuring 
Transaction. SFC Escrow Co. shall have no assets other than any assets that it is required to hold 
in escrow pursuant to the terms of this Plan, and it shall' have no liabilities other than its 
obligations as set forth in this Plan. SFC Escrow Co. shall not carry on any business or issue any 
shares or other securities (other than the SFC Escrow Co. Share). The sole activity and function 
of SFC Escrow Co. shall be to perfonn the obligations of the Unresolved Claims Escrow Agent 
as set forth in this Plan and to administer Undeliverable Distributions as set forth in section 5.4 
of this Plan. SFC Escrow Co. shall not make any sale, distribution, transfer or conveyance of 
any Newco Shares, Newco Notes or any other assets or property that it holds unless it is directed 
to do so by an Order of the Court or by a written direction from the Monitor, in which case SFC 
Escrow Co. shall promptly comply with such Order of the Court or such written direction from 
the Monitor. SFC shall not sell, transfer or convey the SFC Escrow Co. Share nor effect or cause 
to be effected any liquidation, dissolution, merger or other corporate reorganization of SFC 
Escrow Co. unless it is directed to do so by an Order of the Court or by a written direction from 
the Monitor, in which case SFC shall promptly comply with such Order of the Court or such 
written direction from the Monitor. SFC Escrow Co. shall not exercise any voting rights 
(including any right to vote at a meeting of shareholders or creditors held or in any written 
resolution) in respect of Newco Shares or Newco Notes held in the Unresolved Claims Reserve. 
SFC Escrow Co. shall not be entitled to receive any compensation for the performance of its 
obligations under this Plan. 
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6.4 Plan Implementation Date Transactions 

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

Cash Payments and Satisfaction of Lien Claims 

(a) SFC shall pay required funds to the Monitor for the purpose of funding the 
Unaffected Claims Reserve, and the Monitor shall hold and administer such funds 
in trust for the purpose of paying the Unaffected Claims pursuant to the Plan. 

(b) SFC shall pay the required funds to the Monitor for the purpose of funding the 
Administration Charge Reserve, £1J1d the Monitor shall hold and administer such 
funds in trust for the purpose of paying Unaffected Claims secured by 
Administration Charge. 

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

(d) SFC shall pay to the Notebolder Advisors and the Initial Consenting Noteholders, 
as applicable, each such Person's ·respective portion of the Expense 
Reimbursement. SFC shall pay all fees and expenses owing to each of the SFC 
Advisors, the advisors to the current Board of Directors of SFC, Chandler Fraser 
Keating Limited and Spencer Stuart and SFC or any of the Subsidiaries shall pay 
all fees and expenses owing to each of Indufor Asia Pacific Limited and Stewart 
Murray (Singapore) Pte. Ltd. If requested by the Monitor (with the consent of the 
Initial Consenting Noteholders) no more than 10 days prior to the Plan 
Implementation Date and provided that all fees and expenses set out in all 
previous invoices rendered by .the applicable Person to SFC have been paid, SFC 
and the Subsidiaries, as applicable, shall, with respect to the final one or two 
invoices rendered prior to the Plan hnplementation Date, pay any such fees and 
expenses to such Persons for all work up to and including the Plan 
Implementation Date (including any reasonable estimates of work to be 
performed on the Plan Implementation Date) first by applying any such monetary 
retainers currently held by such Persons and then by paying any remaining 
balance in cash. 

(e) If requested by the Monitor (with the consent of the Initial Consenting 
Noteholders) prior to the Plan Implementation Date, any Person with a monetary 
retainer from SFC that remains outstanding following the steps and payment of all 
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fees and expenses set out in section 6.4( d) hereof shall pay to SFC in cash the full 
amount of such remaining retainer, less any amount permitted by the Monitor 
{with the Consent of the Initial Consenting Noteholders and after prior discussion 
with the applicable Person as to any remaining work that may reasonably be 
required) to remain as a continuing monetary retainer in connection with 
completion of any remaining work after the Plan Implementation Date that may 
be requested by the Monitor, SFC or the Initial Consenting Noteholders (each 
such continuing monetary retainer being a "Permitted Continuing Retainer"). 
Such Persons shall have no duty or obligation to perfonn any further work or 
tasks in respect of SFC unless such Persons are satisfied that they are holding 
adequate retainers or other security or have received payment to compensate them 
for all fees and expenses in respect of such work or tasks. The obligation of such 
Persons to repay the remaining amounts of any monetary retainers (including the 
wtused portions of any Pennitted Continuing Retainers) and all cash received 
therefrom shall constitute SFC Assets. 

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

Transaction Steps 

(g) AU accrued and unpaid interest owing on, or in respect of, or as part of> Affected 
Creditor Claims (including any Accrued Interest on the Notes and any interest 
accruing on the Notes or any Ordinary Affected ·Creditor Claim after the Filing 
Date) shatJ be fully> finallys irrevocably and forever compromiseds released, 
discharged, cancelled and barred for no consideration, and from and after the 
occurrence of this steps no Person shall have any entitlement to any ·such accrued 
and unpaid interest. 

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

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

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

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

(C) Newco shall issue to each of the Early Consent Noteholders the 
number ofNewco Shares that each such Early Consent Noteholder 
is entitled to receive pursuant to section 4.3 hereof; 
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(D) such Affected Creditors shall be entitled to receive the Litigation 
Trust Interests to be acquired by Newco in section 6.4(q) hereof, 
following the establishment of the Litigation Trust; 

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

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

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

(i) The initial Newco Share in the capital of Newco held by the Initial Newco 
Shareholder shall be redeemed and cancelled for no consideration. 

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

(k) SFC shall be deemed to assign, transfer and convey to Newco all shares and other 
Equity Interests (other than the Barbados Property) .in the capital of (i) the Direct 
Subsidiaries and (ii) any other Subsidiaries that are directly owned by SFC 
immediately prior to the Effective Timet other than SFC Escrow Co. (all such 
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shares and other equity interests being the "Direct Subsidiary Shares.,) for a 
purchase price equal to the fair market value of the Direct Subsidiary Shares and, 
in consideration therefor, Newco shall be deemed to pay to SFC consideration 
equal to the fair market value of the Direct Subsidiary Shares, which 
consideration shall be comprised of a U.S. dollar denominated demand non
interest-bearing promissory note issued to SFC by Newco having a principal 
amount equal to the fair market value of the Direct Subsidiary Shares (the 
"Newco Promissory Note 1"). At the time of such assignment, transfer and 
conveyance, all prior rights that Newco had to acquire the Direct Subsidiary 
Shares, under the Plan or otherwise, shall cease to be outstanding. For gre'ater 
certainty, SFC shall not assign, transfer or convey the SFC Escr.ow Co. Share, and 
the SFC Escrow Co. Share shall remain the property of SFC. 

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

(m) SFC shall be deemed to assign, transfer· and convey to Newco all SFC 
Intercompany Claims (other than the SFC Intercompany Claims transferred to 
SFC Barbados in .section 6.40) hereof or set-off pursuant to section 6.4(1) hereof) 
for a purchase price equal to the fair market value of such SFC Intercompany 
Claims and, in consideration therefor, Newco shaH be deemed to pay SFC 
consideration equal to the fair market value of the SFC Intercompany Claims, 
which consideration shall be comprised of the following: (i) the assumption by 
Newco of all of SFC's obligations to the Subsidiaries in respect of Subsidiary 
Intercompany Claims (other than the Subsidiary Intercompany Claims set-off 
pursuant to section 6.4(1) hereof); and (ii) if the fair market value of the 
transferred SFC Intercompany Claims exceeds the fair market value of the 
assumed Subsidiary Intercompany Claims, Newco shall issue to SFC a U.S. dollar 
denominated demand non-interest~bearing promissory note having a principal 
amount equal to such excess (the "New co Promissory Note 2"). 

(n) SFC shall be deemed to assign, transfer and convey to Newco all other SFC 
Assets (namely, all SFC Assets other than the Direct Subsidiary Shares and the 
SFC Intercompany Claims (which shall have already been transferred to Newco 
in accordance with sections 6.4(k) and 6.4(m) hereof)), for a purchase price equal 
to the fair market value of such other SFC Assets and, in consideration therefor, 
Newco shall be deemed to pay to SFC consideration equal to the fair market value 
of such other SFC Assets, which consideration shall be comprised of a U.S. dollar 
denominated demand non-interest-bearing promissory note issued to SFC by 
Newco having a principal amount equal to the fair market value of such other 
SFC Assets (the .. Newco Promissory Note 3"). 
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(o) SFC shaH establish the Litigation Trust and SFC and the Trustees (on behalf of 
the Noteholders) shall be deemed to convey, transfer and assign to the Litigation 
Trustee all of their respective rights. title and interest in and to the Litigation Trust 
Claims. SFC shall advance the Litigation Funding Amount to the Litigation 
Trustee for use by the Litigation Trustee in prosecuting the Litigation Trust 
Claims in accordance with the Litigation Trust Agreement, which advance shall 
be deemed to create a non-interest bearing receivable from the Litigation Trustee 
in favour of SFC in the amount of the Litigation Funding Amount (the 
"Litigation Funding Receivable"). The Litigation Funding Amount and 
Litigation Trust Claims shall be managed by the Litigation Trustee in accordance 
with the tenns and conditions of the Litigation Trust Agreement. 

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

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

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

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

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

Cancellation of Instruments and Guarantees 

(s) Subject to section 5.9 hereof, all debentures, indentures, notes, certificates, 
agreements, invoices, guarantees, pledges and other instruments evidencing 
Affected Claims, including the Notes .and ·the Note Indentures, will not entitle any 
holder thereof to any compensation or participation other than as expressly 
provided for in the Plan and shall be cancelled and will thereupon be null and . 
void. The Trustees shall be directed by the Court and shall be deemed to 'have 
released, discharged and cancelled any guarantees, indemnities, Encumbrances or 
other obligations owing by or in respect of any Subsidiary re1ating to the Notes or 
the Note Indentures. 

Releases 

(t) Each ofNewco and Newco TI shall be deemed to have no liability or obligation of 
any kind whatsoever for: any Claim (including, notwithstanding anything to the 
contrary herein, any Unaffected Claim); any Affected Claim (including ·any 
Affected Creditor Claim, Equity Claim, D&O Claim, D&O Indemnity Claim and 
Noteholder Class Action Claim); any Section 5.1(2) D&O Claim; any Conspiracy 
Claim; any Continuing Other D&O Claim; any Non-Released D&O Claim; any 
Class Action Claim; any Class Action Indemnity Claim; any right or claim in 
connection with or liability for the Notes or the Note Indentures; any guarantees, 
indemnities, share pledges or Encumbrances relating to the Notes or the Note 
Indentures; any right or claim in connection with or liability for the Existing 
Shares or other Equity Interests or any other securities of SFC; any rightS or 
claims of the Third Party Defendants relating to SFC or the Subsidiaries; any right 
or claim in connection with or liability for the RSA, the Plan, the CCAA 
Proceedings, the Restructuring Transaction, the Litigation Trust, the business and 
affairs of SFC and the Subsidiaries (whenever or however conducted), the 
administration and/or management of SFC and the Subsidiaries, or any public 
filings, statements, disclosures or press releases relating to SFC; any right or 
claim in connection with or liability for any guaranty, indemnity or claim for 
contribution in respect of any of the foregoing; and any Encumbrance in respect 
of the foregoing, provided only that Newco shall asswne SFC's obligations to the 
applicable Subsidiaries in respect of the Subsidiary Intercompany Claims 
pursuant to section 6.4(1) hereof and Newco II shall assume Newco's obligations 
to the applicable Subsidiaries in respect of the Subsidiary Intercompany Claims 
pw·suant to section 6.4(x) hereof. 
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(u) Each ofthe Charges shall be discharged, released and cancelled. 

{v) The releases and injunctions referred to in Article 7 of the Plan shall become 
effective in accordance with the Plan. 

(w) Any contract defaults arising as a result of the CCAA Proceedings and/or the 
implementation of the Plan (including, notwithstanding anything to the contrary 
herein, any such contract defaults in respect of the Unaffected Claims) shall be 
deemed to be cured. 

Newco/1 

(x) Newco shall be deemed to assign, transfer and convey to Newco II all ofNewco's 
right, title and interest in and to all of its properties, assets and rights of every kind 
and description (namely the SFC Assets acquired by Newco pursuant to the Plan) 
for a purchase price equal to the fair market value thereof and, in consideration 
therefor, Newco II shall be deemed to pay to Newco consideration equal to the 
fair market value of such properties, assets and rights (the "Newco II 
Consideration"). The Newco II Consideration shall be comprised of; {i) the 
assumption by Newco II of any and all indebtedness of Newco other than the 
indebtedness ofNewco in respect of the Newco Notes (namely, any indebtedness 
ofNewco in respect of the Subsidiary Intercompany Claims); and (ii) the issuance 
to Newco of that number of common shares in Newco II as is necessary to ensure 
that the value of the Newco II Consideration is equal to the fai·r market value of 
the properties, assets and rights conveyed by Newco to Newco li pursuant to this 
section 6.4{x). 

6.5 Caneellation of Existing Shares and Equity Interests 

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

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

(b) SFC wiH amend the share conditions of the Existing Shares to provide that they 
are cancel1able for no consideration at such time as determined by the board of 
directors ofSFC; 

{c) prior to the cancellation of the Existing Sharest SFC wilJ issue for nominal 
consideration one Class A common share of SFC to the SFC Continuing 
Shareholder; 
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(d) SFC will cancel the Existing Shares for no consideration on the Equity 
Cancellation Date; and 

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

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

6.6 Transfers and Vesting Free and Clear 

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

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

7.1 Plan Releases 

ARTICLE7 
RELEASES 

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

(a) all Affected Claims, including all Affected Creditor Claims, Equity Claims, D&O 
Claims (other than Section 5.1(2) D&O Claims, Conspiracy Claims, Continuing 
Other D&O Claims and Non-Released D&O Claims), D&O Indemnity Claims 
(except as set forth in section 7.l(d) hereof) and Noteholder Class Action Claims 
(other than the Continuing Noteholder Class Action Claims); 

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

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

(d) all Class Action Indemnity Claims (including related D&O Indemnity Claims), 
other than any Class Action Indemnity Claim by the Third Party Defendants 
against SFC in respect of the Indemnified Noteholder Class Action Claims 
(including any D&O Indemnity Claim in that respect), which shall be limited to 
the Indemnified Noteholder Class Action Limit pursuant to the releases set out in 
section 7.l(f) hereof and the injunctions set out in section 7.3 hereof; 
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(e) any portion or amount of liability of the Third Party Defendants for the 
Indemnified Noteholder Class Action Claims (on a collective, aggregate basis in 
reference to all Indemnified Noteholder Ciass Action Claims together) that 
exceeds the Indemnified Noteholder Class Action Limit; 

(f) any portion or amount of liability of the Underwriters for the Noteholder Class 
Action Claims (other than any Noteholder Class Action Claims against the 
Underwriters for fraud or criminal conduct) (on a collective, aggregate basis in 
reference to all such Noteholder Class Action Claims together) that exceeds the 
Indemnified Noteholder Class Action Limit; 

(g) any portion or amount of, or liability of SFC for, any Class Action Indemnity 
Claims by the Third Party Defendants against SFC in respect of the Indemnified 
Noteholder Class Action Claims (on a collective, aggregate basis in reference to 
all such Class Action Indemnity Claims together) to the extent that such Class 
Action Indemnity Claims exceed the Indemnified Noteholder Class Action Limit; 

(h) any and all Excluded Litigation Trust Claims; 

(i) any and all Causes of Action against Newco, Newco II, the directors and offi9-ers 
of Newco, the directors and officers of Newco II, the Noteholders, members of 
the ad hoc committee of Noteholders, the Trustees, the Transfer Agent .. the 
Monitor, FTI Consulting Canada Inc., FTI HK, counsel for the current Directors 
of SFC, counsel for the Monitor, counsel for the Trustees, the SFC Advisors, the 
Noteholder Advisors, and each and every member (including members of any 
committee or governance council), partner or employee of any of the foregoing, 
for or in connection with or in any way relating to: ~y Claims (including, 
notwithstanding anything to the contrary herein, any Unaffected Claims); 
Affected Claims; Section 5.1(2) D&O Claims; Conspiracy Claims; Continuing 
Other D&O Claims; Non-Released D&O Claims; Class Action Claims; Class 
Action Indemnity Claims; any right or claim in connection with or liability for the 
Notes or the Note Indentures; any guarantees, indemnities, claims for 
contribution, share pledges or Encumbrances related to the Notes or the Note 
Indentures; any right or claim in connection with or liability for the Existing 
Shares, Equity Interests or any other securities ofSFC; any rights or claims of the 
Third Party Defendants r~lating to SFC or the Subsidiaries; 

(j) any and all Causes of Action against Newco, Newco II, the directors and officers 
of Newco, the directors and officers of Newco II, the Noteholders, members of 
the ad hoc committee of Noteholders, the Trustees, the Transfer Agent, the 
Monitor, FTI Consulting Canada Inc., FTI HK, the Named Directors and Officers, 
counsel for the current Directors of SFC, counsel for the Monitor, counsel for the 
Trustees, the SFC Advisors, the Noteholder Advisors, and each and every 
member (including members of any committee or governance council), partner or 
employee of any of the foregoing, based in whole or in part on any act, omission, 
transaction, duty, responsibility, indebtedness, liability, obligation, dealing or 
other occurrence existing or taking place on or prior to the Plan Implementation 
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Date (or, with respect to actions taken pursuant to the Plan after the Plan 
Implementation Date, the date of such actions) in any way relating to, arising out 
of, leading up to, for, or in connection with the CCAA Proceeding, RSA, the 
Restructuring Transaction, the Plan, any proceedings commenced witb respect to 
or in connection with the Plan, or the transactions contemplated by the RSA and 
the Plan, including the creation of Newco and/or Newco II and the creation, 
issuance or distribution of the Newco Shares, the Newco Notes, the Litigation 
Trust or the Litigation Trust Interests, provided that nothing in this paragraph 
shal1 release or discharge any of the Persons listed in this paragraph from or in 
respect of any obligations any of them may have 11nder or in respect of the RSA, 
the Plan or under or in respect of any ofNewco, Newco II, the Newco Shares, the 
Newco Notes, the Litigation Trust or the Litigation Trust Interests, as the case 
may be; 

(k) any and all Causes of Action against the Subsidiaries for or in connection with 
any Claim (including, notwithstanding anything to the contrary herein, any 
Unaffected Claim); any Affected Claim (including any Affected Creditor Claim. 
Equity Claim, D&O Claim, D&O Indemnity Claim and Noteholder Class Action 
Claim); any Section 5.1(2) D&O Claim; any Conspiracy Claim; any Continuing 
Other D&O Claim; any Non-Released 0&0 Claim; any Class Action Claim; any 
Class Action Indemnity Claim; any right or claim in connection with or liability 
for the Notes or the Note Indentures; any guarantees, indemnities, share pledges 
or Encumbrances relating to the Notes or the Note Indentures; any right or claim 
in connection with or liability for the Existing Shares, Equity Interests or any 
other securities of SFC; any rights or claims of the Third Party Defendants 
relating to SFC or the Subsidiaries; any right or claim in cotmection with or 
liability for the RSA, the Plan, the CCAA Proceedings, the Restructuring 
Transaction, the Litigation Trust, the business and affairs of SFC and the 
Subsidiaries (whenever or however conducted), the administration andlor 
management of SFC and the Subsidiaries, or any public filings, statements, 
disclosures or press releases relating to SFC; any right or claim in connection with 
or liability for any indemnification obligation to Directors or Officers of SFC or 
the Subsidiaries pertaining to SFC, the Notes, the Note Indentures, ·the Existing 
Shares, the Equity Interests, any other securities of SFC or any other right, claim 
or liability for or in connection with the RSA, the Plan, the CCAA Proceedings, 
the Restructuring Transaction, the Litigation Trust, ·the business and affairs of 
SFC (whenever or however conducted), the administration and/or management of 
SFC, or any public filings, statements, disclosures or press releases relating to 
SFC; any right or claim in connection with or liability for any guaranty, indemnity 
or claim for contribution in respect of any of the foregoing; and any Encumbrance 
in respect of the foregoing; 

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

(rn) any entitlements of Ernst & Young to receive distributions of any kind (including 
Newco Shares, Newco Notes and Litigation Trust Interests) w1der .this Plan; 



I ' 

-63 -

(n) any entitlements of the Named Third Party Defendants to receive distributions of 
any kind (including Newco Shares, Newco Notes and Litigation Trust Interests) 
under this Plan; and 

(o) any entitlements of the Underwriters to receive distributions of any kind 
(including Newco Shares, Newco Notes and Litigation Trust Interests) under this 
Plan. 

7.2 Claims Not Released 

Notwithstanding anything to the contrary in section 7.1 hereof, nothing in this 
Pian shall waive, compromise, release, discharge, cancel or bar any of the following: 

(a) SFC of its obligations under the Plan and the Sanction Order; 

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

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

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

(e) the Third Party Defendants from any claim, liability or obligation of whatever 
nature for or in connection with the Class Action Claims, provided that the 
maximum aggregate liability of the Third Party Defendants collectively in respect 
of the Indemnified Noteholder Class Action Claims shall be limited to the 
Indemnified Noteholder Class Action Limit pursuant to section 4.4(b)(i) hereof 
and the releases set out in sections 7 .I (e) and 7.1 (f) hereof and the injunctions set 
out in section 7.3 hereof; 

(f) Newco II from any liability to the applicable Subsidiaries in respect of the 
Subsidiary Intercompany Claims assumed by Newco II pursuant to section 6.4(x) 
hereof; 

(g) the Subsidiaries from any liability to Newco II in respect of the SFC 
Intercompany Claims conveyed to Newco II pursuant to section 6.4(x) hereof; 

(h) SFC of or from any investigations by or non-monetary remedies of the Ontario 
Securities Commission, provided that, for greater certainty, all monetary rights, 
claims or remedies of the Ontario Securities Commission against SFC shall be 
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treated as Affected Creditor Claims in the manner described in section 4.1 hereof 
and released pursuant to section 7.1 (b) hereof; 

(i) the Subsidiaries from their respective indemnification obligations (if any) to 
Directors or Officers of the S·ubsidiaries that relate to the ordinary course 
operations of the Subsidiaries and that have no connection with any of the matters 
listed in section 7.1 (i) hereof; 

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

(k) insurers from their obligations under insurance policies; and 

(I) any Released Party for fraud or criminal conduct. 

7.3 Injunctions 

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

7.4 Timing of Releases and Injunctions 

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

7.5 Equity Class Action Claims Against the Third Party Defendants 

Subject only to Article 11 hereof, and notwithstanding anything else to the contrary in 
this Plan, any Class Action Claim against the Third Party Defendants that relates to the purchase, 
sale or ownership of Existing Shares or Equity Interests: (a) is unaffected by this Plan; (b) is not 
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discharged, released, cancelled or barred pursuant to this Plan; (c) shall be pennitted to continue 
as against the Third Party Defendants; (d) shall not be limited or restricted by this Plan in any 
manner as to quantum or otherwise (including any collection or recovery for any such Class 
Action Claim that relates to any liability ofthe Third Party Defendants for any alleged liability of 
SFC); and (e) does not constitute an Equity Claim or an Affected Claim tmder this Plan. 

ARTICLES 
COURT SANCI10N 

8.1 Application for Sanction Order 

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

8.2 Sanction Order 

The Sanction Order shall, among other things: 

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

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

(c) confirm the amoWlt of each of the Unaffected Claims Reserve, the Administration 
Charge Reserve and the Monitor's Post-Implementation Reserve; 

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

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

(f) declare that the steps to be taken, the matters that are deemed to occur and the 
compromises and releases to be effective on the Plan Implementation Date are 
deemed to occur and be effected in the sequential order contemplated by section 
6.4, beginning at the Effective Time; 

87 



I • 

I 
0 8 8 

-66-

(g) declare that. on the Plan Implementation Date, the SFC Assets vest absolutely in 
Newco and that, in accordance with section 6.4(x) hereof, the SFC Assets 
transferred by Newco to Newco II vest absolutely in Newc.o II, in each case in 
accordance with the tenns of section 6.6(a) hereof; 

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

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

(j) declare that all obligations, agreements or leases to which (i) SFC remains a .party 
on the Pian Implementation Date, or (ii) Newco and/or Newco II becomes a party 
as a result of the conveyance of the SFC Assets to Newco and the further 
conveyance of the SFC Assets to Newco II on the Plan Implementation Date, 
shall be and remain in full force and effect, unamended, as at the Plan 
Implementation Date and no party to any such obligation or agreement shall on or 
fol1owing the Plan Implementation Date, accelerate, tenninate, refuse to renew, 
rescind, refuse to perfonn or otherwise disclaim or resiliate its obligations 
thereunder, or enforce or exercise (or purport to enforce or exercise) any right or 
remedy under or in respect of any such obligation or agreement, by reason: 

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

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

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

{iv) of the completion of any of the transactions contemplated under the Plan, 
including the transfer, conveyance and assignment of the SFC Assets to 
Newco and the further transfer, conveyance and assignment of the SFC 
Assets by Newco to Newco II; or 
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(v) of any compromises, settlements, restructurings, recapitalizations or 
reorganizations effected pursuant to the Plan; 

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

(I) stay as against Ernst & Young the commencing, taking, applying for or issuing or 
continuing any and all steps or proceedings (other than all steps or proceedings to 
implement the Ernst & Young Settlement) pursuant to the terms of the Order of 
the Honourable Justice Morawetz dated May 8, 2012 between (i) the Plan 
Implementation Date and (ii) the earlier of the Ernst & Young Settlement Date or 
such other date as may be ordered by the Court on a motion to the Court on 
reasonable notice to Ernst & Young; 

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

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

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

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

( q) declare that, on the Plan Implementation Date, each of the Charges shall be 
discharged, released and cancelled, and that any obligations secured thereby shall 
satisfied pursuant to section 4.2(b) hereof, and that from and after the Plan 
Implementation Date the Administration Charge Reserve shall stand in place of 
the Administration Charge as security for the payment of any amounts secured by 
the Administration Charge; 

(r) declare that the Monitor may not make any payment from the Monitor's Post
Implementation Plan Reserve to any third party professional services provider 
(other than its counsel) that exceeds $250,000 (alone or in a series of related 
payments) without the prior consent of the lnitial Consenting Noteholders or an 
Order of the Court; 

(s) declare that SFC and the Monitor may apply to the Court for advice and direction 
in respect of any matters arising from or under the Plan; 
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(t) declare that, subject to the due performance of its ·obligations as set forth in the 
Plan and subject to its compliance with any written directions or instructions of 
the Monitor and/or directions of the Court in the manner set forth in the Plan, 
SFC Escrow Co. shall have no liabilities whatsoever arising from the performance 
of its obligations under the Plan; 

(u) order and declare that all Persons with Unresolved Claims shall have standing in 
any proceeding in respect of the determination or status of any Unresolved Claim, 
and that Goodmans LLP (in its capacity as counsel to the Initial Consenting 
Noteholders) shall have standing in any such proceeding on behalf of the Initial 
Consenting Notheolders (in their capacity as Affected Creditors with Proven 
Claims); 

(v) order and declare that, from and after the Plan lqtplementation Date, Newco will 
be permitted, in its sole discretion and on terms acceptable to Newco, to advance 
additional cash amounts to the Litigation Trustee from time to time for the 
purpose of providing additional financing to the Litigation Trust, including the 
provision of such additional amounts as a non-interest bearing loan to the 
Litigation Trust that is repayable to Newco on similar terms and conditions as the 
Litigation Funding Receivable; 

(w) order and declare that: (i) subject to the prior consent of the Initial Consenting 
Noteholders~ each of the Monitor and the Litigation Trustee shall have the right to 
seek and obtain an order from any court of competent jurisdiction, including an 
Order of the Court in the CCAA or otherwise, that gives effect to any releases of 
any Litigation Trust Claims agreed to by the Litigation Trustee in accordance with 
the Litigation Trust Agreement~ and (ii) in accordance with this section 8.2(w), all 
Affected Creditors shall be deemed to consent to any such releases in any such 
proceedings; 

(x) order and declare that, prior to the Effective Time, SFC shalJ: (i) preserve or cause 
to be preserved copies of any documents (as such term is defined in the Rules of 
Civil Procedure (Ontario)) that are relevant to the issues raised in the Class 
Actions; and (ii) make arrangements acceptable to SFC, the Monitor, the Initial 
Consenting Noteholders, counsel to Ontario Class Action Plaintiffs, counsel to 
Ernst & Young, counsel to the Underwriters and counsel to the Named Third 
Party Defendants to provide the parties to the Class Actions with access thereto, 
subject to customary commercial confidentiality, privilege or other applicable 
restrictions, including lawyer-client privilege, work product privilege and other 
privileges or inununities, and to restrictions on disclosure arising from s. 16 of the 
Securities Act (Ontario) and comparable restrictions on disclosure in other 
relevant jurisdictions, for purposes of prosecuting and/or defending the Class 
Actions, as the case may be, provided that nothing in the foregoing reduces or 
otherwise limits the parties' rights to production and discovery in accordance with 
the Rules of Civil Procedure (Ontario) and the Class Proceedings Act, 1992 
(Ontario); . 
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(y) order that releases and injunctions set forth in Article 7 of this Plan are effective 
on the Plan Implementation Date at the time or times and in the manner set forth 
in section 6.4 hereof; 

(z) order that the Ernst & Young Release shall become effective on the Ernst & 
Young Settlement Date in the manner set forth in section 11.1 hereof; 

(aa) order that any Named Third Party Defendant Releases shall become effective if 
and when the tenns and conditions of sections 11.2(a), 11.2(b), 11.2(c) have been 
fulfilled.; 

(bb) order and declare that the matters described in Article 11 hereof shall occur 
subject to and in accordance with the terms and conditions of Article 11; and 

(cc) declare that section 95 to 101 of the BIA shall not apply to any of the transactions 
implemented pursuant to the Plan. 

If agreed by SFC, the Monitor and the Initial Consenting Noteholders, any of the relief to be 
included in the Sanction Order pursuant to this section 8.2 in respect of matters relating to the 
Litigation Trust may instead be included in a separate Order of the Court ·satisfactory to SFC, the 
Monitor and the Initial Consenting Noteholders granted prior to the Plan Implementation Date. 

ARTICLE9 
CONDITIONS PRECEDENT AND IMPLEMENTATION 

9.1 Conditions Precedent to Implementation of the Plan 

The implementation of the Plan shall be conditional upon satisfaction or waiver of the 
following conditions prior to or at the Effective Time, each of which is for the benefit of SFC 
and the Initial Consenting Noteholders and may be waived only by SFC and the Initial 
Consenting Noteholders collectively; providedt howevers that the conditions in sub~paragraphs 
(g), (h), (n)s (o), (q), (r), (u), (z), (ff), (gg), (mm), (ll) and (nn) shall only be for the benefit ofthe 
Initial Consenting Noteholders and, if not satisfied on or prior to the Effective Time, may be 
waived only by the Initial Consenting Noteholders; and provided further that such conditions 
shall not be enforceable by SFC if any failure to satisfy such conditions results from an action, 
error, omission by or within the control of SFC and such conditions shail not be enforce~ble by 
the Initial Consenting Noteholders if any failure to satisfy such conditions results from an action, 
error, omission by or within the control of the Initial Consenting Noteholders: 

Plan Approval Matters 

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

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

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

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

(i) any required filings, consents and approvals of securities regulatory 
authorities in Canada; 

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

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

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

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

Newco and Newco II Matters 

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

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

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

(i) except as expressly .set out in this Plan, neither Newco nor Newco II shall have: 
(i) issued or authorized the issuance of any shares, notes, options, warrants or 
other securities of any kind, (ii) become subject to any Encumbrance with respect 
to its assets or property; (iii) become liable to pay any indebtedness or liability of 
any kind (other than as expressly set out in section 6.4 hereof); or (iv) entered into 
any Material agreement; 

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

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

(I) aJl of the steps, terms, transactions and docwnents relating to the conveyance of 
the SFC Assets to Newco and the further conveyance of the SFC Assets by 
Newco to Newco II in accordance with the Plan shall be in form and in substance 
acceptable to SFC and the Initial Consenting Noteholders; 

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

Plan Matters 

(n) the Indemnified Noteholder Class Action Limit shall be acceptable to the Initial 
Consenting Noteholders; 

( o) the aggregate amount of the Proven Claims held by Ordinary Affected Creditors 
shall be acceptable to the Initial Consenting Noteholders; 

(p) the amount of each of the Unaffected Claims Reserve and the Administration 
Charge Reserve shall, in each case, be acceptable to SFC, the Monitor and the 
Initial Consenting Noteholders; 

(q) the amount of the Monitor's Post-Implementation Reserve and the amount of any 
Permitted Continuing Retainers shall be acceptable to the Initial Consenting 
Noteholders, and the Initial Consenting Noteholders shall be satisfied that all 
outstanding monetary retainers held by any SFC Advisors (net of any Permitted 
Continuing Retainers) have been repaid to SFC on the Plan Implementation Date; 

(r) (Intentionally deleted]; 

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

(t) the aggregate amount of Unaffected Claims, and the aggregate amount of the 
Claims listed in each subparagraph of the definition of "Unaffected Claims" shall, 
in each case, be acceptable to SFC, the Monitor and the Initial Consenting 
Noteholders; 

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

(v) Litigation Trust and the Litigation Trust Agreement shall be in fonn and in 
substance acceptable to SFC and the Initial Consenting Noteholders, each acting 
reasonably, and the Litigation Trust shall be established in a jurisdiction that is 
acceptable to the Initial Consenting Noteholders and SFC, each acting reasonably; 

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

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

Plan Implementa.tlon Date Matters 

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

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

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

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

(cc) SFC shall have paid, in full, the Expense Reimbursement al'ld all fees and costs 
owing to the SFC Advisors on the Plan Implementation Date, and neither Newco 
nor Newco II shall have any liability for any fees or expenses due to the SFC 
Advisors or the Noteholder Advisors either as at m· following the Plan 
Implementation Date; 

(dd) SFC or the Subsidiaries shall have paid, in full all fees owing to each of Chandler 
Fraser Keating Limited and Spencer Stuart on the Plan hnplementation Date, and 
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neither Newco nor Newco II shall have any liability for any fees or expenses due 
to either Chandler Fraser Keating Limited and Spencer Stuart as at or following 
the Plan Implementation Date; 

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

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

(gg) there shall have been no breach of the Noteholder Confidentiality Agreements (as 
defined in the RSA) by SFC or any of the Sino-Forest Representatives (as defmed 
therein) in respect of the applicable lnitia'l·Consenting Noteholder; 

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

RSA MaJters 

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

(jj) the RSA shall not have been terminated; 

Other Matters 

(kk) the organization, incorporating documents, articles, by·laws and other constating 
documents of SFC Escrow Co. and all defmitive legal documentation in 
connection with SFC Escrow Co., shall be acceptable to the Initial Consenting 
Noteholders and the Monitor and in form and in substance reasonably satlsfactory 
to SFC~ 

(ll) except as expressly set out in this Plan, SFC Escrow Co. shall not have: (i) issued 
or authorized the issuance of any shares, notes, options, warrants or other 
securities of any kind. (ii) become subject to any Encumbrance with respect to its 
assets or property; (ii0 acquired any assets or become liable to pay any 
indebtedness or liability of any kind (other than as expressly set out in this Plan); 
or (iv) entered into any agreement; 
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(mm) the Initial Consenting Noteholders shall have completed due diligence in respect 
of SFC and the Subsidiaries and the results of such due diligence shall be 
acceptable to the Initial Consenting Noteholders prior to the date for the hearing 
of the Sanction Order, except in respect of any new material information or events 
arising or discovered on or after the date of the hearing for the Sanction Order of 
which the Initial Consenting Noteholders were previously unaware, in respect of 
which the date for the Initial Consenting Noteholders to complete such due 
diligence shall be the Plan Implementation Date, provided that "new material 
information or events" for purposes of this Section 9.l(mm) shall not include any 
information or events disclosed prior to the date of the hearing for the Sanction 
Order in a press release issued by SFC, an affidavit filed with the Court by SFC or 
a Monitor's Report filed with the Court; 

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

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

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

For greater certainty, nothing in Article 11 hereof is a condition precedent to the implementation 
ofthe Plan. 

9.2 Monitor's Certificate of Plan Implement.ation 

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

10.1 Alternative Sale Transaction 

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

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

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

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

(d) All provisions relating to the Newco Shares shall be deemed to addre.ss the 
Alternative Sale Transaction Consideration to the limited extent such provisions 
address the Newco Shares. 

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

Except for the requirement of obtaining the prior written consent of the Initial Consenting 
Noteholders with respect to the matters set forth in this section 10.1 and subject to the approval 
of the AJtemative Sale Transaction by the Court pursuant to section 36 of the CCAA (on notice 
to the service list), once this Plan has been approved by the Required Majority of Affected 
Creditors, no further meeting, vote or approval of the Affected Creditors shall be required to 
enable SFC to complete an Alternative Sale Transaction or to amend the Plan in the mat!Jler 
described in this 1 0. 1. 

ARTICLEll 
SETTLEMENT OF CLAIMS AGAINST THIRD PARTY DEFENDANTS 

11.1 Ernst & Young 

(a) Notwithstanding anything to the contrary herein, subject to: (i) the granting of the 
Sanction Order; (ii) the issuance of the Settlement Trust Order (as may· be 
modified in a manner satisfactory to the parties to the Ernst & Young Settlement 
and SFC (if occurring on or prior to the Plan Implementation Date), the Monitor 
and the Initial Consenting Noteholders, as applicable, to the extent, if any, that 
such modifications affect SFC, the Monitor or the Initial Consenting Noteholders, 
each acting reasonably); (iii) the granting of an Order under Chapter 15 of the 
United States Bankruptcy Code recognizing and enforcing the Sanction Order and 
the Settlement Trust Order in the United States; (iv) any other order necessary t0 
give effect to the Ernst & Young Settlement (the orders referenced in (iii) and ·(iv) 
being collectively the "Ernst & Young Orders"); (v) the fulfillment of all 
c0nditions precedent in the Emst & Young Settlement and :the fulfillment by the 
Ontario Class Action Plaintiffs of all of their obligations thereunder; and (vi) the 
Sanction Order, the Settlement Trust Order and all Ernst & Young Orders being 
final orders and not subject to further appeal or challenge, Ernst & Young shall 
pay the settlement amount as provided in the Ernst & Young Settlement to the 
trust established pursuant to the Settlement Trust Order (the "Settlement Trust"). 
Upon receipt of a certificate from Ernst & Young confirming it has paid· the 
settlement amount to the Settlement Trust in accordance with the Ernst & Young 
Settlement and the trustee of the Settlement Trust confirming receipt of such 
settlement amount, the Monitor shall deliver to Ernst & Young a certificate (the 
"Monitor's Ernst & Young Settlement Certificate") stating that (i) Ernst & 
Young has confirmed that the settlement amount has been paid to the Settlement 
Trust in accordance with the Ernst ·& Young Settlement; (ii) the trustee of the 
Settlement Trust has confirmed that such settlement amount has been receive4 by 
the Settlement Trust; and (iii) the Ernst & Young Release is in full force and 
effect in accordance with the Plan. The Monitor shall thereafter file the Monitor's 
Ernst & Young Settlement Certificate with the Court. 

(b) Notwithstanding anything to the contrary herein, upon receipt by the Settlement 
Trust of the settlement amount in accordance with the Ernst & Young Settlement: 
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(i) all Ernst & Young Claims shall be fully, fmally, irrevocably and forever 
compromised, released, discharged, cancelled, barred and deemed .satisfied and 
extinguished as against Ernst & Young; (ii) section 7.3 hereof shall apply -to Ernst 
& Young and the Ernst & Young Claims mutatis mutandis on the Ernst & Young 
Settlement Date; and (iii) none of the plaintiffs in the Class Actions shall be 
permitted to claim from any of the other Third Party Defendants that portion of 
any damages that corresponds to the liability of Ernst & Young, proven at trial or 
otherwise, that is the subject of the Ernst & Young Settlement. 

(c) In the event that the Ernst & Young Settlement is not completed in accordance 
with its terms, the Ernst & Young Release and the injunctions described in section 
11. I (b) shaH not become effective. 

11.2 Named Third Party Defendants 

(a) Notwithstanding anything to the contrary in section 12.5(a) or 12.5(b) hereof, at 
any time prior to 10:00 a.m. (Toronto time) on December 6, 2012 or such later 
date as agreed in writing by the Monitor, SFC (if on or prior to the Plan 
Implementation Date) and the Initial Consenting Noteholders, Schedule "A" to 
this Plan may be amended, restated, modified or supplemented at any time and 
from time to time to add any Eligible Third Party Defendant as a ''Named Third 
Party Defendant", subject in each case to the prior written consent of such Third 
Party Defendant, the Initial Consenting Noteholders, counsel to the Ontario Class 
Action Plaintiffs, the Monitor and, if occurring on or prior to the Plan 
Implementation Date, SFC. Any such amendment, restatement, modification 
and/or supplement of Schedule "A" shall be deemed to be effective automatically 
upon all such required consents being received. The Monitor shall: (A) provide 
notice to the service list of any such amendment, restatement, modification and/or 
supplement of Schedule "A"; (B) file a copy thereof with the Court; and (C) post 
an electronic copy thereof on the Website. All Affected Creditors shall be 
deemed to consent thereto any and no Court Approval thereof will be required. 

(b) Notwithstanding anything to the contrary herein, subject to: (i) the granting of the 
Sanction Order; (ii) the granting of the applicable Named Third Party Defendant 
Settlement Order; and (iii) the satisfaction or waiver of all conditions precedent 
contained in the applicable Named 1bird Party Defendant Settlement, the 
applicable Named Third Party Defendant Settlement shall be given effect in 
accordance with its tenns. Upon receipt of a certificate (in form and in substance 
satisfactory to the Monitor) from each of the parties to the applicable Named 
Third Party Defendant Settlement confirming that all conditions precedent thereto 
have been satisfied or waived, and that any settlement funds have been paid and 
received, the Monitor shaH deliver to the applicable Named Third Party 
Defendant a certificate (the "Monitor's Named Third Party Settlement 
Certificate,) stating that (i) each of the parties to such Named Third Party 
Defendant Settlement has confinned that all conditions precedent thereto have 
been satisfied or waived; (ii) any settlement funds have been paid and received; 
and (iii) immediately upon the delivery of the Monitor's Named Third Party 
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Settlement Certificate, the applicable Named Third Party Defendant Release will 
be in full force and effect in accordance with the Plan. The Monitor shall 
thereafter file the Monitor's Named Third Party Settlement Certificate with the 
Court. 

(c) Notwithstanding anything to the contrary herein, upon delivery of the Monitor's 
Named Third Party Settlement Certificate, any claims and Causes of Action shall 
be dealt with in accordance with the terms of the applic&ble Named Third Party 
Defendant Settlement, the Named Third Party Defendant Settlement Order and 
the Named Third Party Defendant Release. To the extent provided for by the 
tenns of the applicable Named Third Party DefeRdant Release: (i) the applicable 
Causes of Action against the applicable Named Third Party Defendant shall be 
fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled, batTed and deemed satisfied and extinguished as against the applicable 
Named Third Party Defendant; and (ii) section 7.3 hereof shall apply to the 
applicable Named Third Party Defendant and the applicable Causes of Action 
against the applicable Named Third Party Defendant mutatis mutandis on the 
effective date of the Named Third Party Defendant Settlement. 

12.1 Binding Effect 

ARTICLE 12 
GENERAL 

On the Plan Implementation Date: 

(a) the Plan will become effective at the Effective Time; 

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

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

12.2 Waiver ofDefaults 

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

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

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

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

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

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

12.3 Deeming Provisions 

In the Plan, the deeming provisions are not rebuttable and are conclusive and irr-evocable. 

12.4 Non-Consummation 

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

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

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

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

(b) Notwithstanding section 12.5(a), any amendment, restatement, modification or 
supplement may be made by SFC: (i) if prior to the Sanction Date, with the 
consent of the Monitor and the Initial Consenting Noteholders; and (ii) if after the 
Sanction Date, with the consent of the Monitor and the Initial Consenting 
Noteholders and upon approval by the Court, provided in each case that it 
concerns a matter that, in the opinion of SFC, acting reasonably, is of an 
administrative nature required to better give effect to the implementation of the 
Plan and the Sanction Order or to cure any errors, omissions or ambiguities and is 
not materially adverse to the financial or economic interests of the Affected 
Creditors or the Trustees. 

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

12.6 Actions and Approvals of SFC after Plan Implementation 

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

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

12.7 Consent of the Initial Consenting Notebolders 

For the purposes of this Plan, any matter requiring the agreement, waiver, consent or 
approval of the Initial Consenting Noteholders shall be deemed to have· been agreed to, waived, 
consented to or approved by such Initial Consenting Noteholders if such matter is agreed to, 
waived, consented to or ap.proved in writing by Goodmans LLP, provided that Goodmans LLP 
expressly confirms in writing (including by way of e-mail) to the applicable Person that it is 
providing such agreement, consent or waiver on behalf of Initial Consenting Noteholders. In 
addition, following the Plan Implementation Date, any matter requiring the agreement, waiver, 
consent or approval of the Initial Consenting Noteholders shall: (i) be deemed to have been given 
if agreed to, waived, consented to or approved by Initial Consenting Noteholders in their 
capacities as holders of Newco Shares, Newco Notes or Litigation Trust Interests (provided that 
they continue to hold such consideration); and (ii) with respect to any matter concerning the 
Litigation Trust or the Litigation Trust Claims, be deemed to be given if agreed to~ waived, 
consented to or approved by the Litigation Trustee. 

12.8 Claims Not Subject to Compromise 

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

From and after the Effective Time on the Plan Implementation Date, any conflict 
between: 

(a) the Plan; and 

(b) the covenants, warranties, representations, terms, conditions, provtstons or 
obligations, expressed or implied, of any contract, mortgage, security agreement, 
indenture, trust indenture, note, loan agreement, commitment letter, agreement for 
sale, lease or other agreement, written or oral and any and all amendments or 
supplements thereto existing between any Person and SFC and/or the Subsidiaries 
as at the Plan Implementation Date, 

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

12.10 Foreign Recognition 

(a) From and after the Plan Implementation Date, if requested by the Initial 
Consenting Noteholders or Newco, the Monitor (at the Monitor's election) or 
Newco (if the Monitor does not so elect) shall and is hereby authorized to seek an 
order of any court of competent jurisdiction recognizing the Plan and the Sanction 
Order and confirming the Plan and the Sanction Order as binding and effective in 
Canada, the United States, and any other jurisdiction so requested by the Initial 
Consenting Noteholders or Newco, as applicable. 

(b) Without limiting the generality of section 12.1 O(a), as .promptly as practicable, but 
in no event later than the third Business Day following the Plan Implementation 
Date, a foreign representative of SFC {as agreed by SFC, the Monitor and. the 
Initial Consenting Noteholders) (the "Foreign Representative") .shall commence 
a proceeding in a court of competent jurisdiction in the United States seeking 
recognition of the Plan and the Sanction Order and confirming that the Plan and 
the Sanction Order are binding and effective in .the United States, and the Foreign 
Representative shall use its best efforts to obtain such recognition order. 

12.11 Severability of Plan Provisions 

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

12.12 Responsibilities of the Monitor 

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

12.13 Different Capacities 

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

12.14 Notices 

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

(a) if to SFC or any Subsidiary: 

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

Attention: Mr. Judson Martin, Executive Vice-Chairman and Chief 
Executive Officer 

Fax: +852~2877-0062 

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

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

Attention: Kevin J. Zych and Raj S. Salmi 
Email: zychk@bennettjones.com and sahnir@bennettjones .com 
Fax: 416-863-1716 
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(b) if to the Initial Consenting Noteholders: 

c/o Goodmans LLP 
Bay Adelaide Centre 
333 Bay Street, Suite 3400 
Toronto, Ontario MSH 2S7 

Attention: 
Email: 
Fax: 

Robert Chadwick and Brendan O'Neill 
rchadwick@goodmans.ca and boneill@goodmans.ca 
416-979-1234 

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

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

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

(c) if to the Monitor: 

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

Attention: 
Email: 
Fax: 

Greg Watson 
greg.watson@fticonsulting.com 
(416) 649-8101 

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

Gowling Lafleur Henderson LLP 
1 First Canadian Place 
100 King Street West, Suite 1600 
Toronto, Ontario MSX 1 GS 

Attention: 
Email: 
Fax: 

(d) if to Ernst & Young: 

Derrick Tay 
derrick.tay@gowlings.com 
( 416) 862-7661 

Ernst & Young LLP 
Ernst & Young Tower 
222 Bay Street 
P.O. Box 251 

107 



-86-

Toronto, ON MSK 117 

Attention: 
Email: 
Fax: 

Doris Stamml 
doris.stamml@ca.ey.com 
(416) 943-[TBD] 

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

Lenczner Slaght Royce Smith Oriffin 
130 Adelaide Street West, Suite 2600 
Toronto, Ontario MSH 3P5 

Attention: 
Email: 
Fax: 

Peter Griffin 
pgriffin@litigate.com 
(416) 865-2921 

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

12.15 Further Assurances 

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

DATED as of the 3r<1 day ofDecember, 2012. 

\6148116 
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SCHEDULE A 

NAMED THIRD PARTY DEFENDANTS 

1. The Underwriters, together with their respective present and former affiliates, partners, 
associates, employees, servants, agents, contractors, directors, officers, insurers and 
successors, administrators, heirs and assigns, excluding any Director or Officer and 
successors, administrators, heirs and assigns of any Director or Officer in their capacity 
as such. 

2. Ernst & Young LLP (Canada), Ernst & Young Global Limited and all other member 
firms thereof, together with their respective present and fonner affiliates, partners, 
associates, employees, servants, agents, contractors, directors, officers, insurers ·and 
successors, administrators, heirs and assigns, excluding any Director or Officer and 
successors, administrators, heirs and assigns of any Director or Officer in their capacity 
as such, in the event that the Ernst & Young Settlement is not completed. 

3. BDO Limited, together with its respective present and fonner affiliates, partners, 
associates, employees, servants, agents, contractors, directors, officers, insurers and 
successors, administrators, heirs and assigns, excluding any Director or Officer and 
successors, administrators, heirs and assigns of any Director or Officer in their capacity 
as such. 
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Schedule "B" 
FORM OF MONlTOR'S CERTIFICATE OF PLAN IMPLEMENTATION 

Court File No, CV-12"9667~00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

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

AND TN THE MA ITER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

MONITOR'S CERTIFICATE 

(PIM Implementation) 

All capitalized terms not otherwise defined herein shall have the meanings ascribed 

thereto in the Plan of Compl'Omise and Reorganization of Sino~Forest Corporation C'SFCt') 

dated December 3, 2012 (the "Phm''), which is attuohed as Schedule "A" to the Order of the 

Honourable Mr. Justice Morawetz made in these proceedings on tho [71hl day of December, 2012 

(the ~'Order"), as such Plan may be further amended, varied or supplemented from time to time 

in accordance wlth the terms thereof. 

Pursuant to paragraph 12 of the Order, FTI Consulting Canada Inc. (the ~'Monitor") in its 

capacity as Court~appointed Monitor of SFC delivers to SFC and Ooodmans LLP this certificate 

and hereby certifies that: 

1. The Monitor has received written notice from SFC and Ooodmans LLP (on behalf 

of the Initial Consenting Noteholders) that the conditions precedent set out in section 9.1 of the 

Plan have been satisfied or waived in accordance with the terms of the Plan; and 

2. The Plan Implementation Date has ocoun·ed and tho Plan and the Plan Sanction 

Order are effective in accordance with their tenns. 
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DATED at the City of Toronto, Jn the 'Province of Ontario, this • day of •, 201•. 

FT1 CONSULTING CANADA INC., in its 
capacity as Court~appointed Morutor of the Sino· 
Forest Corporation and not in its personal capacity 

By: 
~----------------------------Name: 
Title: 

1 1 1 
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FORM 14 FORMULAJRE 14 ••• Industry Canada Industria Canada ARTICLES OF REORGANIZATION CLAUSgs DE REORGANISATION 
Canada Buolno"" l.ol G4nodlenoe aut leo 
Corpora llano Aol eool~t6o par ao11ooe 

1 - Name or Corporation • DanomlnoUon socfala de Ia societe 

Sino- Foreat Corpora tion 

3 •• n accordance Wllh the order for reorganization, the orl olea or 
Incorporation are amended sa follows: 

Please see Schedule A attached hereto. 

(SI=:CTlON 191) (ARTICLe 191) 

2 ··Corporation No .• N° de Ia so ~h~ 

409023-3 

Conlorml!lmentlll'ordonnanoe do reorganisation, lee otaiYis oonstllullfs 
son! modiMe com me sui\ : 



Schedule A 

3. In accordance with the order for reorganization, the articles of continuance of the Corporation 
dated Jtme 25, 2002, as amended by articles of amendment dated June 22t 2004, are amended ~ 
follows: 

(a) to decrease the minimum number of directors of the Corporation from three (3) directors to 
one (1) director; 

(b) to create a new class of shares consisting of an unlimited number of "Class A Common 
Shares'' having the following rights, privileges, restrictions and conditions: 

The holders of Class A Common Shares are entitled: 

(i) to two (2) votes per Class A Common Share at any meeting of shareholders of the 
Corporatio~ except meetings at which only holders of a specified .class of shares are 
entitled to vote; 

(H) subject to the rights, privileges, restrictions and conditions attaching to shares of any 
other class or series of shares of the Corporation, to receive the remaining property of the 
Corporation upon dissolution pro rata with the holders of the Common Shares; and 

(Iii) subject to the rights, privileges, restrictions and conditions attaching to shares of any 
other class or series of shares of the Corporation, to receive any dividend declared by the 
directors of the Corporation and payable on the Class A Common Shares. 

(c) to delete the rights, privileges, restrictions and conditions attaching to the Common Shares 
and to substitute therefor the folJowing: 

(I) Tho holders of Common Shares are entitled: 

(i) to one (1) vote per Common Share at any meeting of shareholders of the 
Corporation, except meetings at which only holders of. a specified class of shares 
are entitled to vote; 

(ii) subject to the rights, privileges, restrictions and conditions attaching to shares 
of any other class or series of shal'es of the Corporation, to receive the remaining 
property of the Corporation upon dissolution pro rata with the holders of the Class 
A Common Shares; and 

(iii) subject to the rights, privileges, restrictions and conditions attaching ·to shares 
of any other class or sel'ies of shares of the Corporation, to receive any dividend 
declared by the directors of the Corporation and payable on the Common Shares. 

(2) At a time to be determined by the board of directors of the Corporation, the Common 
Shares shall be cancelled and eliminated for no consideration whatsoever, and shall be of 
no ful'ther force and effect, whether surrendered for cancellation or otherwise, and the 
obligation of the Corporation thereunder or In any way related thereto shall be deemed to 
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be satisfied and discharged and the holders of the Common Shares shall have no further 
rights or interest in the Corporation on account thereof and the rights, privileges, 
restrictions and conditions attaohod to the Common Shares shall be deleted. 

(d) to oonfinn that the authorized capital of the Corporation consists of an unlimited number of 
Class A Common Shares, an unlimited number of Common Shares and an unlimited number of 
Preference Shares. issuable ln series, 
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Schedule "D" 

1. Unaffected Claims Reserve: 

2. Uru·esolved Claims Reserve for Defence Costs: 

$1,500,000 

$8,000,000 

1 'l t:.. 
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IN THE MAlTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED AND IN THE 
MAlTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIS1) 

Proceedings commenced in T otonto 

PLAN SAN CIT ON ORDER 

BENNETT JONES LLP 
One Fiist Canadian Place 
Suite 3400, P .0. Box 130 
Toronto, Ontario 
M5XlA4 

Rob Staley (LSUC #271151) 
Kevin Zych (L~UC #331291) 
Derek Bell (LSUC #434201) 
Joilathan. Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for Sino-Forest Corporation 
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D8C-10- 2012 18 : 21 MAG 1}163276229 P. OOB 

CITATION: Sino-Forest Corporation (Re), 2012 ONSC 7055 
COURT FlLE NO.: CV-12-9667-00CL 

DATE; 20121210 

SUPERIOR COURT OF JUSTICE - ONTARIO 
(COMMERCIAL LIST) 

RE: IN THE MATTER OF TilE COMPANIES, CR:EDITORS ARRANGEMENT 
ACT,. R.S~C. 1985, c_ C-36, AS AMENDE]). 

AND IN THE MATIER OF A PLAN OF COMPROMISE OR 
ARRANGEM:ENT OF SlNO-.FOREST CORPORATION, Applicant 

BEFORE: MORA WETZ J. 

COUNSEL: Robert W. Staley, Kevin Zych; Der ek J. BeJl and Jonathan Bell, for Sino .. 
Forest Corporntion 

Derrick Ta.y, Jennife-r Stam, 11md Cliff Prophet for the Monitor, FTI 
Consulting Canada Inc. 

Robert Chadwick nnd Brendan O' Neill, for tbe Ad Hoc Committee of 
Noteholders 

Kenneth Rosenberg, 1Grk Baert, Max StJlm.ino, and A. Dimhrl Lascaris, for 
the Class Action Plaintiffs 

Won J. Kim, James C. Orr; Michael C. Spencer, and Mctan B. MePhee~ for 
lrivesco Canada Ltd., Northwest & 'Eth•cal Investments LP and CGmite 
Syndicate NationaJe.de Retr.a.itc Batirente Inc. 

Pe,er Griffin, Peter Osborne and Shara Roy, fol' Em!St & Young Ine. 

Petc.r Greene ;and Ken D~kkar. for BDO Limited 

Edward A. SelJef'S and Larry L>wensfein, for the Board ofUiuc::tors of Sino· 
Forest Corponrtion 

John: Pirie and David Gadsd~JJ, for Poyry (Beijing) 

James Doris, for the Phdntiff in the New York Class Action 

David Bish, for the Underwriters 

Simon Bieber and Erin Plect, for David Horsley 

.J~mcs Grout, for the Onto.rio Securities Commission 
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Emily C(l)c and Joseph Marin, for Allen Chan 

Susan E. Freed:rUan lUtd BrandQn Barnes, for Kai Kit Poon 

Pa~od Emer-son, for ACE/Chubb 

Snm Sasso1 for Travelers 

HEARD: DECEMBER 7, 2012 

ENP0R$EMENI 

(1] Fot reasons to follow, the motio.n is granted <md an order shall issue sat).ctioning the Plan 
substantially in the fo:rm of the draft Sanction Order. 

Date:: December 10, 20)2 

'l'OTIIT. ?.On~ 







CITATION: Sino~Forest Corpol'ation (Re), 2012 ONSC 7050 
COURT FILE NO.: CV-12-9667-00CL 

DATE: 20121212 

SUPERIOR COURT OF .roSTICE- ONTARIO 
(COMMERCIAL LIST) 

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

AND lN THE MATTER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO~FOREST CORPORATION, Applicant 

BEFORE: MORA WETZ J. 

COUNSEL: Robert W. Staley, Kevin Zych, Derek J, Bell and Jonathan Bell, for Sino
Forest Coa·poration 

Derrick Tay, Jennifer Starn, and Cliff Prophet fm· the Monitor, FTI 
Consulting Canada Inc. 

Robea·t Chadwick and Brendan O'Neill, for the Ad Hoc Committee of 
Noteholders 

Kenneth Rosenberg, Kirk Bnert, Max Starnino, and A. Dimitri Lascaris, for 
the Class Action Plaintiffs 

Won J. Kim, James C. On·, Michael C. Spencer, and Megan B. McPhee, for 
Invcsco Canada Ltd., Northwest & Ethical Investments LP and Comite 
Synd(cale Nationale de Retraite Biltirente Inc. 

Peter Griffin, Pete1' Osborne and Shara Roy, fot• Ernst & Young Inc. 

Peter Greene and Ken Dekkftl', for BDO Limited 

Edward A. Sellers and Lnry Lowenstein, for the Board of Directors of Sino
Forest Corpoa·ation 

John Pirie nnd Dnvid Gadsden, for Poyry (Beijing) 

James Doris, for the Plaintiff in the New York Class Action 

David Bish, for the Underwriters 

Simon Bieber and El'in Plect, for David Horsley 

James Grout, for the Ontario Securities Commission 
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Emily Cole and Joseph MArin, for Allen Chan 

Susan E. F1·cedman and Bnmdoo Barnes, foa· Kai Kit Poon 

Paul Emerson, for ACE/Chubb 

Sam Sasso, for Travelers 

HEARD: DECEMBER 7, 2012 

ENDORSED: DECEMBER 10, 2012 

REASONS; DECEMBER 12, 2012 

ENDORSEMENT 

[1] On December 10, 2012, I released an endo1·sement granting this motion with reasons to 
follow. These are those reasons. 

Overview 

[2] The Applicant, Sino-Forest Corporation C'SFC"), seeks an order sanctioning (the 
"Sanction ·ot·der1

') a phm of compromise and reorganization dated December 3, 2012 as 
modified, amended, varied or supplemented in accordance with its terms (the {<Plan") pursuant to 
section 6 of the Companies ' Creditors Arrangement Acl ("CCAA "). 

[3) With the exception of one pmiy, SFC's position is either supported or is not opposed. 

[4] Invesco Canada Ltd., Northwest & Ethical Investments LP and Comite Syndicate 
Nationnle de Retraite Blltirente Inc. (collectively, the "Funds") object to the proposed Sanction 
Order. The Funds requested an adjournment for a period of one month. I denied the Funds' 
adjmmunent request in a separate endorsement released on December 10, 2012 (Re Sino-Forest 
Co1poration, 2012 ONSC 7041 ). Alternatively, the Funds requested that the Plan be altered so 
as to remove Article ll "Settlement of Claims Against Third Party Defendants". 

[5) The defined terms have been taken from the motion record. 

[6] SFC's counsel submits that the Plan represents a fair and l"easonable compromise reached 
with SFC's creditors following months of negotiation. SFC's counsel submits that the Plan, 
including its treatment of holders of equity claims, complies with CCAA requirements and is 
consistent with this court's decision on the equity claims motions (the "Equity Claims Decision") 
(2012 ONSC 4377, 92 C.B.R. (5th) 99), which was subsequently upheld by the Com1 of Appeal 
for Ontario (20 12 ONCA 816). 
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[7] Counsel submits that the classificatiou of creditors for the purpose of voting on the Plan 
was proper and consistent with the CCAA, existing law and prior orders of this court, including 
the Equity Claims Decision and the Plan Filing and Meeting Order. 

[8] The PJan has the .support of the foUowing parties: 

(a) the Monitor; 

(b) SFC's largest creditors, the Ad Hoc Committee of Noteholders (the "Ad Hoc 
Noteholders"); 

(c) Ernst & Young LLP ("E&Y"); 

(d) BDO Limited ("BDO"); and 

(e) the Underwriters. 

[9] The Ad Hoc Committee of Purchasers of the Applicant's Secul'ities (the "Ad Hoc 
Securities Purchasers Committee", also referred to as the "Class Action Plaintiffs'') has agreed 
not to oppose the Plan. The Monitor has considered possible alternatives to the Plan, including 
liquidation and bl\nkruptcy, and has concluded that the Plan is the preferable option. 

[1 0) The Plan was approved by an overwhelming majority of Affected Creditors voting in 
person or by proxy. In total, 99% in munber, and greater than 99% in value, of those Affected 
Creditors voting favoured the Plan. 

[11] Options and alternatives to the Plan have been explored throughout these proceedings. 
SFC carried out a court-supervised sales process (the "Sales Process"), pursuant to the sales 
process order (the "Sales Process Order"), to seek out potential qualified strategic and financial 
purchasers of SFC's global assets. After a canvassiug of the market, SFC determined that there 
were no qualified purchasers offering to acquire its assets for qualified consideration ("Qualified 
Consideration"), ·which was set at 85% of the value of the outstanding amount owing under the 
notes (the "Notes"). 

[12] SFC's counsel submits that the Plan achieves the objective stated at the commencement 
offhe CCAA proceedings (namely, to provide a "clean break, between the business operations 
of the global SFC enterprise as a whole ("Sino-Forest") and the problems facing SFC, with the 
aspiration of saving and preserving the value of SFC's \mderlying business for the benefit of 
SFC's creditors). 

Facts 

f 13] SFC is an integrated forest plantation operator and forest products company, with most of 
its assets ~Uld the majority of its bt1s iness operations located in the southern and eastern regions 
of the People's Republic of Chinn ("PRC"). SFC's registered office is located in Toronto and its 
principal business office is located in Hong Kong. 
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[14] SFC is a holding company with six direct subsidiaries (the "Subsidiaries") and an indirect 
majol'ity interest in Green.beart Group Limited (Bermuda), a p\lblicly-lraded company. Including 
SFC and the Subsidiaries, there are 137 entities that make up Sino-Forest: 67 companies. 
incorporated in PRC, 58 companies incorporated in British Virgin Islands, 7 companies 
incorporated in Hong Kong, 2 companies incotporated in Canada and 3 companies incorporated 
elsewhel'e. 

(15] On June 2, 2011, M\tddy Waters LLC ("Muddy Waters"), a short-seller of SFC's 
securities, released a report alleging that SFC was a "near total fraud'' and a "Ponzi scheme". 
SFC subsequently became embroiled in multiple class actions across Canada and. the United 
States and was subjected to investigations and reg\llatol'y proceedings by the Ontario Securities 
Commission ("OSC"), Hong Kong Securities and Futures Commission and the Royal Canadian 
Mounted Police. 

[ 16] SFC was unable to file its 20 11 third q uat1er financial statements, resulting in a default 
\lnder its note indentures. 

[17) Following extensive arm's length negotiations between SFC and the Ad Hoc 
Noteholders, the parties agreed on a framework for a consensual resolution of SFC's defaults 
under its note indentures and the restructuring of its business. The parties ultimately entered into 
a restructuring support agreement (the "Supp01t Agreement") on March 30, 2012, which was 
initially executed by holders of 40% of the aggregate principal amount of SFC's Notes. 
Additional consenting noteholders subsequently executed joinder agreements, resulting in 
noteholders representing a total of more than 72% of aggregate principal amount of the Notes 
agreeing to support the restructuring. 

[18] The restmctming contemplated by the Supp01t Agreement was commercialty designed to 
separate Sino-Forest's business operations from the problems facing the parent holding company 
outside of PRC, with the intention of saving and preserving the value of SFC's underlying 
business. Two possible transactions were contemplated: 

(a) First, a cotlrt-supervised Sales Process to determine if any person or group of persons 
wo~1ld purchase SFC's business operations for an amount in excess of the 85% Qualified 
Consideration; 

(b) Second, if the Sales Process was not successful, a transfer of six immediate holding 
companies (that own SFC's operating btlsiness) to an acquisition vehicle to be owned by 
Affected Creditors in compromise of their claims against SFC. Further, the creation of a 
litigation trust (including funding) (the "Litigation Trust") to enable SFC's litigation 
claims against auy person not othetwise released within the CCAA proceedings, 
preserved and pursued for the benefit of SFC's stakeholdet's in accordtmce with the 
Support Agreement (concurrently, the "Rest111cturing Transaction"). 

[19) SFC applied and obtained an initial order under the CCAA on March 30, 2012 (the 
"Initial Order"), pursuant to which a limited stay of proceedings ("Stay of Pl'Oceedings,) was 
also granted in respect of the Subsidiaries. The Stay of Proceedings was S\lbseq\tently extended 
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by orders dated May 31, September 28, October 10, and November 23, 2012, and unless further 
extended, wilJ expire on February 1, 2013. 

[20) On March 30,2012, the Sales Pl'Ocess Ot·der was granted. While a number of Letters of 
Intent were received in respect of this pmcess, none were qualified Letters of Intent, because 
none of them offered to acquire SFC)s assets for the Qualified Consideration. As such, on July 
10, 2012, SFC announced the termination of the Sales Process and its intention to proceed with 
the Restmcntring Transaction. 

[21] On May 14, 2012, this court granted an order (the "Claims Procedure Order") which 
approved the Claims Pmcess that was developed by SFC in consultation with the Monitor. 

(22] As of the date of filing, SFC had approximately $1.8 billion of principal amount of debt 
owing under the Notes, plus accmed nnd unpaid interest. As of May 15, 2012, Noteholders 
holding in aggregate approximately 72% of the principal amount of the Notes, and representing 
more than 66.67% of the principal amount of each of the four series of Notes, agreed to supp011 
the Plan. 

[23) After the Muddy Waters report was released) SFC and certain of its officers, directors and 
employees, along with SFC's former auditors, technical consultants and Underwriters involved 
in prior equity and debt offerings, were named as defendants in a lll.llllber of proposed class 
action lawsuits. Presently, there are active proposed class actions in four jurisdictions: Ontario, 
Quebec, Saskatchewan and New York (the ~'Class Action Claims''). 

[24] The Labourers v. Sino-Forest Corporotion Class Action (the "Ontario Class Action") was 
commenced in Ontario by Koskie Minsky LLP at\d Siskinds LLP. It has the following two 
components: first, there is a sharehoJder claim (the "Shareholder Class Action Claims") brought 
on behalf of current and former shareholders of SFC seeking damages in the amount of $6.5 
billion for geneml damages, $174.8 mi!Hon in connection with a pmspectus issued in Jt1ne 2007, 
$330 million in relation to n prospectus issued in June 2009, and $319.2 million in relation to .a 
prospectus issued in December 2009; second, there is a $1.8 billion noteholder claim (the 
"Noteholder Class Action Claims") brought on behalf of fol'mer holders of SFC's Notes. The 
noteholder component seeks damages for loss ofval\le in the Notes. 

[25] The Quebec Class Action is similar in nature to the Ontario Class Action, and both 
plaintiffs 'filed proof of claim 'in this proceeding. The plaintiffs in the Saskatchewan Class 
Action did not file a proof of claim in this proceeding, whereas the plaintiffs in the New York 
Class Action did file a proof of claim in this proceeding. A few shareholders fited proofs of 
claim separately, but no proof of claim was filed by the Funds. 

[26] In this proceeding, the Ad Hoc Securities Pmchasers Committee - represented by 
Siskinds LLP, Koskie Minsky, and PC\liare Roland Rosenberg Rothstein LLP ~ has appeared to 
represent the interests of the shareholders and noteholders who have asserted Class Action 
Claims against SFC a11d others. 

[27] Since 2000, SFC has had the following two auditors ("Auditors"): E&Y from 2000 to 
2004 and 2007 to 2012 and BDO from 2005 to 2006. 

1 2 4 
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[28] TI1e A\lditors have asserted claims agah1St SFC for contribution and indemnity for any 
amounts paid or payc:lble in respect of the Shareholder Class Action Claims, with each of the 
Auditors having asserted claims in excess of $6.5 billion. The Auditors have also asserted 
indemnification claims in respect the Noteholder Class Action Claims. 

[29] The Underwriters have similarly filed claims against SFC seeking contribution and 
indemnity for the Shareholder Class Action Claims and Noteholder Class Action Claims. 

[30) The Ontario Securities Commission ("OSC") has also investigated matters relating to 
SFC. The OSC has advised that they are not seeklng any monetary sanctions against SFC and 
are not seeking monetary sanctions in excess of$100 million against SFC's directors and officers 
(this amotmt was Inter reduced to $84 milllon). 

[31] SFC bas very few trade creditors by vit'tue of its status as a holding company whose 
business is substantially carried out through its Subsidiaries in PRC and Hong Kong. 

[32] On June 26, 20 12, SFC brought a motion for an order declaring that all claims made 
against SFC arising in· connection with the ownership, purchase or sale of an equity interest in 
SFC and related indemnity claims to· be "equity claims" (as defined in section 2 of the CCAA). 
These claims encaps\llate the commenced Shareholder Class Action Claims asserted against 
SFC. The Equity Claims Decision did not pul'port to deal with the Noteholder Class Action 
Claims. 

[33] In reasons released on July 27, 2012, I granted the relief sought by SFC in the Equity 
Claims Decision, finding that the "the ciaims advanced io the shareholder claims are cleal'ly 
equity claims., The A\tditors and Underwriters appealed the decision and on November 23, 
2012, the Court of App~al for Ontario dismissed the appeal. 

[34] On August 31, 2012, an order was issued approving the filing of the Plan (the "Plan 
Filing and Meeting Order"). 

[35) According to SFC's counsel,· the Plan endeavow·s to achieve the following purposes: 

(a) to effect a full, final and inevocable compromise, release, discharge, cancellation and 
bar of all affected claims; 

(b) to effect the distribution of the consideration provided in the Plan in respect of proven 
claims; 

(c) to transfer ownership of the Sino-Forest business to Newco and then to Newco II, in 
each case free and clear of all claims against SFC and certain related claims against 
the Subsidiaries so as to enable the Sino-Forest business to continue on a viable, 
going concem basis for the benefit of the Affected Creditors; and 

(d) to allow Affected Creditors and Noteholder Class Action Claimants to benefit from 
contingent value that may be derived :fi·om litigation claims to be advanced by the 
litigation trustee. 

1 ,., or.: 
14 
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[36] Pursuant to the Plan, the shares of Newco ("Newco Shares") will be distl'ibuted to the 
Affected Creditors. Newco will immediately transfer the acquired assets to Newco II. 

[37) . SFC's counsel Stlbmits that the Plan represents the best available outcome in the 
circumstonces and those with an economic interest in SFC, when considered as a whole, will 
derive greater benefit from the implementation of the Plan and the contint1ation of the business 
as a going co1tcern than would result from bankruptcy or liquidation of SFC. Counsel fiutber 
submits that the Plan fairly and equitably considers the interests of the Third Party Defendants, 
who seek indemnity and contribution from SFC and its Subsidiaries on a contingent. basis, in the 
event that they are found to be liable to SFC's stakeholders. Counsel fm1her notes that the three 
most significant Third Pa1·ty Defendants (E&Y, BOO and th.e Unde1wdters) support the Plan. 

[38] SFC filed u version of the Plan in August 2012. Subsequent amendments were made 
over the following months, leading to further revised versions in October and November 2012, 
and a final version dated December 3, 2012 which was voted on and· approved at the meeting. 
Further amendments were made to obtain the support of E& Y and the Underwriters. BDO 
availed itselfofthose terms on December 5, 2012. 

[39] The current form of the Plan does not settle the Class Action Claims. However, the Plan 
does contain terms that would be engaged if certain conditions are met, including if the class 
action settlement with E&Y receives cotll't approval. 

[40] Affected Creditot·s with proven claims are entitled to receive distributions under the Plan 
of (i) Newco Shares, (ii) Newco notes in the aggregate pdncipal amount of U.S. $300 million 
that are secured and guaranteed by the subsidiary guarantors (the "Newco Notes.,), and (Hi) 
Litigation Trust Interests. 

[41] Affected Creditors with proven claims will be entitled under the Plan to: (a) their pro rata 
share of 92.5% of the Newco Sha1·es with early consenting noteholders also being entitled to 
their pro rata share of the remaining 7.5% of the Newco Shares; and (b) their pro rata share of 
the Newco Notes. Affected Credito1·s with proven claims will be concurrently entitled to their 
pro rata share of 75% of the Litigation Trust Interests; the Noteholder Class Action Claimants 
will be entitled to their pro rata share of the remaining 25% of the Litigation Trust Interests. 

(42] With respect to the indemnified Noteholder Class Action Claims, these relate to claims 
by fanner noteholders against third parties who, in turn, have alleged corresponding 
indemnification claims agninst SFC. The Class Action Plaintiffs have agreed that the aggregate 
amount of those formel' noteholder claims will not exceed the Indemnified Noteholder Class 
Action Limit of$ I 50 million. In turn, indemnification claims of Third Party Defendants against 
SFC with respect to indemnified Notebolder Class Action Claims are also limited to the $150 
million Indemnified Noteholder Class Action Limit. 

[43] The Plan includes releases for, Rmong others, (a) the subsidiary~ (b) the Underwriters' 
liability for Notcholder Class Action Claims in excess of the Indemnified Noteholder CJass 
Action Limit; (c) E&Y in the event that all of the preconditions to the E&Y settlement with the 
Ontario Class Action plaintiffs are met; and (d) certain cmrent and former directors and officers 
ofSFC (collectively, the "Named Directors and Officers"). It was emphasized that non-released 
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D&O Claims (being claims for fraud or criminal conduct), conspiracy claims and section 5.1 (2) 
D&O Claims are not being released pursuant to the Plan. 

[ 44] The Plan also contem.plates that recovery in respect of claims of the Named Directors and 
Officers of SFC in respect of any section 5.1 (2) D&O Claims and any conspiracy claims shall be 
directed and limited to insmance proceeds available from SFC's maintained insurance policies. 

[ 45] The meeting was can·ied out in accordance with the provisions of the Plan Filing and 
Meeting Order and that the meeting materials we1'e sent to stakeholders in the manner required 
by the Plan Filing and Meeting Ot·der. The Plan supplement was authorized and distributed in 
accordance with the Plan Filing and Meeting Order. 

[46] The meeting was ultimately held on December 3, 2012 and the 1·esults of the meeting 
were as follows: 

(a) the number of voting claims that voted on the Plan and their value for and against the 
Plan; 

(b) The res\tlts ofthc Meeting were as follows: 

a. the number of Voting Claims that voted on the Phm and theil· value for and 
against the Plan: 

N umiJc t' or Votes •;.. Value or \'otcs % 
To1111 Clni1ns Voti1rg Fol' lSO 98.81% $ 1.4 65,766,204 99.97% 
Totnl Clnin1s Voting Agnlnst 3 1.19% s 414,087 0.03% 
Totnl Clniuu Voting 2.53 100.00"/o $ l;IG6,18o,291 100.1)0"/o 

b. the number of votes for and against the Plan in connection with Class Action 
Indemnity Claims in respect of Indenmified Noteholder Class Action Claims 
up to the Indemnified Noteholder Limit: 

c. the number of Defence Costs Claims votes for and against the Plan and their 
value: 

Numhc1· of Votes 0/o Value of Votes o/u 

To h1l Clnims Voting Fol' 12 92.31% s 8,37S,OI6 ·96.10% 
Tolnl Clnims Voting Agninst I 7.69% $ 340,000 3.90% 
Total Claims Voting 13 100.00% s 8,715,016 100.00% 

d. the overall impact on the approval of the Plan if the count were to include 
Total UJU'esolved Claims (including Defence Costs Claims) and, in order to 
demonslrate the "worst case scenario" if the entire $150 million of the 
Indemnified Noteholder Class Action Limit had been voted a "no" vote (even 
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though 4 of 5 votes were "yes" votes aud the remaining "no" vote was from 
BOO, who has now agreed to suppm1 the Plan): 

NumiJct· of \'olcs 0/o \'alur uf \'utcs % 
Total Clnlms Voting J~o•· 263 98.500..1. $ 1474149082 90.72% 
To tnt C lnims Voting Agulns t 4 I.SO"A. s IS07.5•1087 9.28% 
Tolnl Claims Volinll 267 IOO.OOo/o s 1624 903,169 100.00% 

[47] E&Y has no\v entered into a settlement ('•E&Y Settlement'') with the·Ontario plaintiffs 
and the Quebec plaintiffs, subject to several conditions and approval of the E&Y Settlement 
itself. 

[48] As noted in the endorsement dated December 10, 2012, which denied the Funds' 
adjournment request, the E& Y Settlement does not form part of the Sanction Order and no rei ief 
is being sought on this motion with respect to the E& Y Settlement. Rather, section L 1. 1 of the 
Plan contains provisions that provide a framework pursuant to which n release of the E& Y 
claims under tJ)e Plan will be effective if several conditions are met. That release will only be 
granted if all conditions are met, including fmther coutt approval. 

(49) F\lrther, SFC's counsel acknowledges that any issues relating to the E&Y Settlement, 
including fairness, continuing discovery rights in the Ontario Class Action or Quebec Class 
Action, or opt out rights, are to dealt with at a fi.mther court-approval healing. 

Law and Argument 

[50] Section 6(1) of the CCAA provides that comis may sanction a plan of compromise if the 
plan has achieved the support of a majority in number representing twoHtbirds iu value of the 
creditors. 

(51] To establish the court's approval of a plan of compromise, the debtor company must 
establish the following: 

(a) there has been strict compliance with all statutory requirements and adherence to 
previous orders of the court; 

(b) nothing has been done or purported to be done that is not authorized by the CCAA; 
and 

(c) the plan is fair ond reasonable. 

(See Re Canadian Airlines Corporation, 2000 ABQB 442, leave to appeal denied, 2000 ABCA 
238, affd 2001 ABCA 9, leave to appeal to SCC refused July 21,2001, [2001] S.C.C.A. No. 60 
and Re Nelson Financial Group Limited, 2011 ONSC 2750, 79 C.B.R. (5th) 307). 

[52] SFC submits that there has been stl'ict compliance with all statutory requirements. 

[53] On the initial appHcation, I fo\llld that SFC was u "debtor company" to which the CCAA 
applies. SFC is a corpora tion continued under the Canada Business Cm'lJorations Act (''CBCA") 
and is a "company" as defined in the CCAA. SFC was ' 'reasonably expected lo run out of 
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liquidity within a reasonable proximity of time~> prio1' to the Initial Ordel' and, as ~uch, was and 
continues to be insolvent. SFC has total claims and liabilities against it S\tbstantially in excess of 
the $5 million statutot·y threshold. · 

[54] The Notice of Creditors' Meeting was sent in accot·dance with the Meeting Order and the 
revised Noteholder Mailing Process Order and, further, the Plan supplement and the voting 
pl'Ocedures were posted on the Monito1·'s website and emailed to each of the ordinary Affected 
Creditors. It \Vas also delivered by email to the Trustees and DTC, as well as to Globic who 
disseminated the information to the Registel'ed Noteholders. The final version of the Plan was 
emailed to the Affected Creditors, posted on the Monitor's website, and made available for 
review at the meeting. 

(55] SFC also submits that the creditors were properly classified at the meeting as Affected 
Creditors constituted a single class for the purposes of considering the voting on the Plan. 
Further, and consistent with the Equity Claims Decision, equity claimants constituted a single 
class but were not entitled to vote on the Plan. Unaffected Creditors were not entitled to vote on 
the Pian. 

[56] Counsel submits that the classification of creditors as a single class in the present case 
complies with the conunonality of interests test. See Re Canadian Airlines C01poration. 

[57] Courts have consistently held that l'elevant interests to consider are the legal interests of 
the creditors hold qua creditor in relationship to the debtOl' prior to and under the plan. Further, 
the commonality of interests should be considered purposively, bearing in mind the object of the 
CCAA, namely, to facilitate reorganizations ifpossib~e. See Stelco Inc. (2005}, 78 O.R. (3d) 241 
(Ont. C.A.), Re Canadian Airlines Co1]Joration, and Re Notte/ Networks C01poraiion (2009) 
O.J. No. 2166 (Ont. S.C.). Further, courts should resist classification approaches that potentially 
jeopardize viable plans. 

[58] In this case, the Affected Creditors voted in one class, consistent with the conm1onality of 
interests among Affected Creditors, considering tbeh· legal interests as creditors. The 
classification was consistent with the Equity Claims Decision. 

[59] I am satisfied that the meeting was properly constituted and the voting was properly 
canied out. As described above, 99% in number, and more tlum 99% in value, voting at the 
meeting favoured the Pla1i. 

(60] SFC's counsel also submits that SFC has not taken any steps uurmthori7.ed by the CCAA 
or by comt orders. SFC has regularly filed affidavits and the Monitor has provided regular 
reports and has consistently opined that SFC is acting in good faith and with due diligence. The 
comt has so ruled on t\lis issue on every stay extension order that has been granted. 

[61] In Nelson Financial, I at1iculuted relevant factors on the sanction hearing. The following 
list of factors is simjjar to those set out in Re CanweM Global Communications C01poration, 
2010 ONSC 4209, 70 C.B.R. (5th) 1: 
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I. The claims must have been properly classified, there must be no secret arrangements 
to give an advantage to a creditor or creditor; the approval of the plan by the requisite 
majority of creditors is most important; 

2. It is helpful if the Monitor or some other disinterested person has prepared an analysis 
of anticipated receipts and liquidation or bankmptcy; 

3. If other options or alternatives have been explored and rejected as wol'kable, this will 
be significant~ 

4. Consideration of the oppression rights of cettain creditors; and 

5. Unfairness to shareholders. 

6. The comt \yill consider the public interest. 

[62] The Monitor has considered the liquidation and bankmptcy alternatives and bas 
detennined that it does not believe that liquidation or bankruptcy would be a preferable 
altemative to the Plan. There have been no other viable alternatives presented that would be 
acceptable to SFC nne! to the Affected Creditors. The treatment of shareholder claims and 
related indemnity claims are, in my view, fair and consistent with CCAA and the Equity Claims 
Decision. 

(63] In addition, 99% of Affected Creditors voted in favow· of the Plan attd the Ad Hoc 
Securities Ptn'Chasers Conunittee have agreed not to oppose the Plan. I agree with SFC's 
submission to the effect that these are exercises of those parties' business judgment and ought 
not to be displaced. 

[64] I run satisfied that the Plan ·provides a fair and reasonable balance among SFC's 
stakeholders while shnuttaneously providing the ability for the Sino-Forest business to continue 
as a going concern for the benefit of all stakeholders. 

[65] The Plan adequately considers the pubHc interest. I accept the submission of counsel that 
the Plan will l'emove unce1tninty fot· Sino-Forest's employees, Sllppliers, customers and other 
stakeholders and provide a path for recovery of the debt owed to SFC's non~subordinated 
creditors. In addition, the Plan preserves the rights of aggrieved parties, including SFC through 
the Litigation Trust, to pmsue (iu Htigatioo or settlement) those parties that are alleged to share 

· some or aJl of the responsibility for the problems that led SFC to file for CCAA protection. In 
addition, releases are not being gmnted to individuals who have been charged by OSC staff, or to 
other individuals against whom the Ad Hoc Securities Purchasers Committee wishes to preserve 
litigation claims. 

[66] In addition to the consideration that is payable to Affected Creditors, Early Consent 
Noteholders will receive their pro mla share of an additional 7.5% of the Newco Shares ("Early 
Consent Consideration"). Plans do not need to provide the same recover)' to all creditors to be 
considered fair cUld reasonable and there are several plans which have been sanctioned by tl1e 
courts feat1ll'ing differential treatment for one creditor or one class of creditors. See, for 
example, Canwesl G/obctl andRe Armbro Enterprises Inc. (1993), 22 C.B.R. (3d) 80 (Ont. Gen. 
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Div.). A common theme penneating such cases has been that differential. treatment does not 
necessarily resuh in a finding that the Plan is unfair, as long as there is a sufficient rational 
explanation. 

[67] In this case, SFC's counsel points out that the Eal'ly Consent Consideration has been a 
feature of the restructuring since its inception. It was made available to any ana all noteholders 
and notehotders \Vho wished to become Early Consent Noteholders were invited and permitted to 
do so until the ea•·ly consent deadline of May 15, 2012. I previously detel'mined that SFC made 
available to the noteholders all information needed to decide whethel' they should sign a joinder 
agreement and receive the Early Consent Consideration, and that there was no prejudice to the 
noteholders in being put to that election early in this proceeding. 

[68] As noted by SFC's counsel, there was a rational purpose for the Early Consent 
Consideration. The Early Consent Noteholders supported the restructuring through the CCAA 
proceedings which, in turn, provided increased confidence in the Plan and facilitated the 
negotiations and approval of the Plan. I am satisfied that tllis feature of the Plan is fair and 
reasonable. 

[69] With respect to the Indemnified Noteholder Class Action Limit, I have considered SFC's 
written subnlissions and accept that the $150 million agreed-upon amount reflects risks faced by 
both sides. The selection of a $150 million cap l'eflects the business judgment of the pa11ies 
making assessments of the risk associated with the noteholde1· cotn})Onent of the Ontario Class 
Action and, in m.y view, is within the "general range of acceptability on a commei·cially 
reasonable basisn. See Re Ravelston Corporation, (2005) 14 C.B.R. (51h) 207 (Ont. S.C). 
Further, as noted by SFC's counsel. while the New York Class Action Plaintiffs filed a proof of 
claim, they have not appeared in this proceeding and have not stated any opposition to the Plan, 
which has included this concept since its inception. 

[70] Turning no\\' to the issue of releases of the Subsidial'ies, cmmsel to SFC submits that the 
unchallenged record demonstrates that there cau be no effective restn1cnu·ing of SFC,s business 
and separation from its Canadian parent if the claims asserted against the Subsidiaries arising out 
of or connected to claims against SFC remain outstanding. The Monitor has examined all of the 
releases in the Plan and has stated that it believes that they are fait· and reasonable in the 
circumstances. 

(711 The Comt of Appenl iu ATB Financial v. Metcalfe & Mansfield Alternative Investments 
/1 Corporation, 2008 ONCA 587, 45 C.B.R. (5th) 163 stated that the "court has authority to 
sanction plans incorporating third patty releases that are reasonably related to the proposed 
restructtll'ing". 

[72] In this case, counsel submits that the release of Subsidiaries is necessary and essential to 
the restmcturing of SFC. The primru-y purpose of the CCAA proceedings was to extricate the 
business of Sino~Forest, through the operation of SFC's Subsidiaries (which were protected by 
the Stay of Proceedings), from the cloud of unce1tainty snrtounding SFC. Accordingly, counsel 
submits that there is a clear and rational cotUlection between the release of the Subsidiaries in the 
Plan. Fmthct·, it is difficult to see how any viable plan co\Jfd be made that does not cleanse the 
Subsidiaries of the claims made against SFC. 
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[73] Counsel points out that the Subsidim'ies who are to have claims against them released are 
contributing in a tangible and realistic way to the Plan. The Subsidiaries are effectively 
contributing thejr assets to SFC to satisfy SFC's obligations w1der their guarantees of SFC's note 
indebtedness, for the benefit of the Affected Creditors. As such, counsel submits the releases 
benefit SFC and the creditors generally. 

[74] In my view, the basis for the release falls within the guidelines previously set out by this 
court in ATB Fincmcial, Re Norte/ Networks, 2010 ONSC 1708, and Re Kitchener Frame 
Limited, 2012 ONSC 234, 86 C.B.R. (5th) 274. Furthe1·, it seems to me that the Plan cannot 
succeed without the releases of the Subsidiaries. I am satisfied that the releases are fair and 
reasonable and are rationally connected to the overall purpose of the Plan. 

[75) With respect to the Named Directors and Officers release, counsel submits that this 
. release is necessary to effect a greater recovery for SFC's creditors, rathet· than having those 
directors and oflicers assert indenu1ity claims against SFC. Without these releases, the quantum 
of the unresolved claims reserve would have to be matel'ially increased and, to the extent that any 
such indemnity claim was found to be a proven claim, there would have been a corresponding 
dilution of consideration paid to Affected Creditors. 

[76] It was also pointed out that the release of the Named Directors and Officers is not 
unlimited; among other things, claims for fraud or criminal conduct, conspiracy claims, and 
section 5.1 (2) D&O Claims are excluded. 

[77] I am satisfied that there is a reasonable connection between the claims being 
compromised and the Plan to wammt inclusion of this release. 

[78] Finally, in my view, it is necessary to provide brief comment on the alternative argument 
of the Funds, namely, the Plan be altered so as to remove Article 11 "Settlement of Claims 
Against Third Party Defendru.lts". The Plan was presented to the meeting with Article l 1 jn 
place. This was the Plan that was subject to the vote and tlus is the Plan that is the subject oftlus 
motion. The alternative proposed by the Funds was not considered at the meeting and, in my 
view, it is not appropriate to consider such an altemative on this motion. 

Disposition 

(79] Having considered the foregoing, I am satisfied that SFC has established that: 

(i) there has been strict compliance with all statutory requirements and adherence to 
the previous orders of the court; 

(ii) nothing has been done or purported to be done that is not authorized by the 
CCAA; and 

(iii) the Plan is fair and reasonable. 
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[80] Accordingly, the motion is granted and the Plan is sanctioned. An order has been signed 
substantially in the torm of the draft Sanction Order. 

Date: December 12, 2012 
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ENDORSEMENT 

P.003 

(1) 1he Applicant, Sino-Forest Corporation ("SFC"), seeks an order sanctioning the Plan of 
Compromise and Arrangeme11r dated Decer'llber 3, 2012, as modified, amended, varied or 
supplemented in accordance with its terms (th~ "Plan,} pursuant to section 6 oftbe Companies' 
Creditors Arrangemenl Act ("CCAA,), and· anciHary relief as set out in the proposed sanction 
order (the "Sanction Order''). 

[2J The Plan is supported by: 

(a} the Monitor; 

(b) SFC,s largest creditors, the Ad Hoc Coll1Jllittee of Noteholders (the "Ad Hex: 
Corrunittee"); 

(c) Ernst & Young LLP ("E& Y"); 

(d) aJ)O Limited ("BDO"); and 

(e) tbe Underwriters. 

The Ad Hoc Committee of Purchasers of the Applicant's Securities (the "Ad Hoc Securities 
Purc~rs Committee" including the '~Class Action Plaintiffs~) has agreed not to oppose the 
Plan. 

[3] The Pla:n was approved by an overwhelming majority of Affected Creditors votinB on the 
Plan in person or by proxy. In total, 99% in nwnber, and greater than 99% in value, of those 
Affected Creditors voting favoured the Plan. 

(4] Invesco Canada Ltd. (Uinvescoj, Northwest & Ethical lnvestm·ents LP and Comite 
Syndicole Nationale de Retraite Batirente Inc. (collectively. the ''Funds") object to the proposed 
Sancrion Order. The Funds request an adjournment of the motion for a period of ·one month. 
Alternatively, tlJe Funds requesr that the Plan be altered so as to remove Article 11 "Settlement 
of Claims Against Titlrd Party Defendants". 
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[5) This endorsement fully addtesses the adjournment request .of the Funds. In this 
endorsement, defined terms have been taken frorr.• the motion rec.otd. 

[6] the Funds are institutional, public and private equity funds that owned 3,085,786 
common shares of SFC on June 2, 2011. The Funds alleged that they suffered substantial losses 
after the market in SFC shares colla.psed following a public issuanc~ of a report suggesting that 
fraud permeated SFC's assets and operations. 

[7) Following the coll_apse ofSFC's share price, class actions were eommenccd against SFC, 
certain of its directors and officers, the auditors, the Underwriters and other expert finns. 

(8] On January 6~ 2012, Perell J. granted cm-riage -of the class action to Koskie Minsky LLP 
and Siskinds LLP ("Class Counse1"). The class ·has not b~en certified. 

(9] CoWlSel to the. Funds ta,kes the p!)Sition that Class ~O\.IllSe1 do~ not represent the Fund~. 

(10] {p his affidavit swom Dec~mber 6~ 2012, Mr. Eric J. Adelson, Senior Vice President, 
Secretar;y and head- of Legal of In:vesc() stated that on December 3, 2012, Class Cotmsel and 
E&Y ."--lllounced that they had cnter~d into a settlement by which E&Y would pay S117 million 
into a "Trust" fonned as part of the CCAA procee(jings,. in rcium for releases of nll claims that 
could be brought against E& Y by any person in connection "vith SFC. 

fll] Mr. Adelson also . s~tes that on December 3, 2012, an Amended Plan was issued that, fot 
the first time .in the CCAA proceedings, contained prov~lons for settlement of claims against 
Third Party Defendants (Article 11 ), including specific provisions concerning the settlement by 
and relea~s for E.&Y, and also alloWing other Third Party Defendants to avail themselves of 
similar provi.sion$ for unspedfted settlements and releases in th.e future. 

[12] Mr. Adelson acknowledges mat on December S, 201~, counsel for B&Y advised 
Jnvcsco's counsel tho.nhe p·arties bad decided not to request~o.urt approval oftheproyosed E&Y 
Settlement at the motion scheduled for Dcx:ember 7, 2012. However, Mr.. Adelson takes the 
position that provisions of the Plan, even apart from the E&Y Settlement, appear to. affect the 
lesal and practical ability of Invesco and other investors to seek adjudication of their claims 
against defendants in the· SFC litigation on the merits, rendering it vital that sufficient time be 
provided to fully understand the present matters. 

[13] Mr. Adelson also details "pr.eHminary reasons for oojecfing to the Plan~s release 
provisions": 

15. If the effect of the Plan is to allow a Third Party Defendant (such as E&Y) to 
settle its li~:~bility to investors in connection with Sino-Forest through a settlement 
agreement with Class Counsel, and to bind the investors to that settlen1ent without 
giving them the opportunity to opt out and pursue their claims on the merits 
outside the Class Action, then Invesoo would strenuously object and oppose 
approval of such an arrangement. 

16. The Class Action has not been certified, so Invesco does not view Class 
Counsel, with whom we have no other relationship, as authorized to represent its 
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interests in connection with Sino-Forest. Our views have not been heard and our 
interests have not been represented in connection with the Plan and the proposed 
settlement. It is my understanding that Invesco, as an investor with claims against 
Sino-Forest and the other defendants in the Class Action, is not a "creditor" with 
respect to the Plan. Invcsco accordingly submits that it would be contrary to its 
rights to bind it to a release or a settlement involving Third Pnrty Defendants 
unless Invesco directly participated jn proceedings or unless in certified class 
proceedings it was given the opport\lnity to opt out. We do not understand the 
CCAA to authorize releases of third parties, ·that is, parties other than the 
Applicant and certain officers and directors under certain circumstances, as part of 
a Sanction Order. Invesco objects to any such provisions or results in this matter. 

P.005 

[ t 4] Counsel to the Funds made specific refereuce to Article 11.2 of the Plan which, counsel 
submits, if approved, establishes an open-ended mechanism for eligible Til.ird Party Defendants, 
defined to include the 11 Underwriters named as defendants in the class action. BDO and/or 
E&Y (if its proposed settlement is not already concluded), to enter into a "Named Third Party 
Defendant Settlement, with "one or more of (i) counsel to the plaintiffs in any of the class 
actions ... ". 

[15] Cow1sel to the Funds further submits that under Articles 11.2 (b) and (c), once a · 
settlement is concluded among the specified parties, the settling defendant will obtain releases 
and bar orders in the CCAA proceeding, preventing the contin-ued litigation of any SFC-reJated 
claims agajnst them. If a settlement is reached in the fixture, ooMseJ submits that the CCAA 
release and bar orders wi11 remain available notwithstanding that the CCAA process may have 
concluded. Accordingly, counsel submits that it appears that these provisions purport to vest 
a\lthority in the parties as described to enter into settlements that may have the effect of barring 
any clai.m.ants (such as the Funds) from prosecuting SFC-related claims against the Underwriters, 
BDO andlot E&Y, subject to the approval ofthis cowt. This bar, counsel submits, would be 
imposed without compliance with establishes prerequisites of the Class Proceedings Act 
("CPA") - including class certification, a faimess hearing, approval by the court supcrvjsing t):le 
class action, and provision of opt-out tights- necessary to impose releases or other restrictions 
on class members who are not named parties before tl1at court. 

[16] Stated more succinctly, counsel submits that the Plan appears designed to Ullllecessnrily 
fetter the powers of a future cout4 namely, the class action case management court, by assi'gning 
to the CCAA court the power to approve and effectuate clas~wide settlements without regard to 
established statutory and rule·b~ed procedural safeguards found in the CPA. 

[ 17] The adjournment request was opposed, primarily on the basis that the Funds had 
misunderstood the terms of the Plan. Oral submissions were made by counseJ on behalf of the 
Monitor, SFG, Ad Hoc Noteholders, SFC Board, Ontario Securities Commission, E&Y and the 
Class Action Plaintiffs. Specificnlly, tbese parties submit there was a mi~understanding on the 
part of the Funds as to what was before the court for approval and, perhaps more importantly, 
what was not before the court for approval. 

( 18] Counsel to the Monitor also submits that SFC has limited funds and time is critical. 
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( 19] The thrust of the arguments of the combined forces opposing the adjournment request is 
that the court is not being asked, at this time, to approve the settlement. Rather, wl1at is before 
the court is a motion to approve the Plan, which includes approval of a framework with respect 
to a proposed settlement of claims agai~st Third Party Defendants. 

[20] Essentially, if certain conditions ·are mef and further court approvals. and orders are 
obtained, it is conceivable that E&Y will get a release. However. such a release is not being 
requested at this time. Further, it is not a condition of Plan Implementation that the E& Y matter 
be settled. 

[21-] To support this position, co.unsel referenc~d a number of provisi.ons in the PJan including: 

1. The defined term "Settlement Trust Order''. which means a C9Wl order that 
establishes the Settlement Trust (section 11.1 (a) of-the Plan) I!Jl~ approves the 
E&Y Settlement and the E&Y Release .. . ; 

2. Secticm 8.2, :which outlines the effect the S'ancti·on Order and iJlc1udes a reference 
in · S(:ction 8.2 (z) that the J!&Y Release shall become effective on the E&Y 
Settlement Date in the niEIDJlet set forth iQ section 11.1; 

3. Section 11.1, which details settlement of claims against Third Party Defendants 
and specifically E&Y. 'This provision sets out a number of pre-conditions to the 
required payment to be made by E&Y as provided for in the E&Y Settlement. 
These pre-conditions are: 

(i) the granting of the Sanc.iion Order; 

(ii) the issuanee of thB Settlement Trust Order; 

(iii) rhe granting of an order un~ Chapter IS ofthc·United States Bankruptcy 
Code recognizing and enforcing the Sanction Order and tho SettJemen1 
Trust Order in the United States; 

(iv) any other order nece$sary to give effe¢t to the E&Y Sr;ttiernent; 

(v) the· fulfillment of all COllditions precooent in the E&Y Seulement Md lhe 
fulfillment by the Ontario .Class A<;tion Plaintiffs of all of their obligations 
thereunder; and 

(vi) the Sanction Order, the Settlement Trust Order and all E& Y Orders ~jng 
final orders.and·not subject to .further appeal or challenge. 

(22) Havjng reviewed these documents. it is apparent that approval of the E&Y Settlement is 
not before the court on this motion and no release is being provided to E&Y as a result of this 
motion. In the event all of the pre-conditions are satisfied and if rul of the required court 
approvals and orders are issued, tl1e position of the Funds cou1d be affected. However, the Funds 
will have the opportunity to make argument on such hearings. 
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[23) I have also reviewed the form' of Sanction Order being requested specifically paragraph 
40. This provision ptovides that the E& Y Settlement and the release of the E&Y Claims 
pursuant to seetion 11.1 of the Plan shall become effective upon the satisfaction of ccrtrun 
cond.itionsopre<:edent. including court approval of the tenus of the E&Y Settlement> the tenns and 
scope of the. E&Y Rele~se and the Settlement Trust Order and the granting of the Settlement 
Trust Order. 

[24] Paragraph 41 of :the draft Sruiction Order also provides that any Named Third Party 
Defendant Settlement, Na:med Third Party Defendant Settlement Ofder af\d Named 'Third Party 
Defendant Release, the tenns ru:td seopo of which remain in each cpse subject to further ~ourt 
approval in accord.a:nce with the Plan, shall only become effective after the Plan Implementation 
Dale and upon the satisfaction of the conditions precedent, set forth in section 1 1.2 of the Plan. 0 

[2S] The requested Sanction Order confirms my view that the arguments put forth by cotmSel 
on behalfofthe Funds are premature and can be addressed on the return of the motion to approve 
the specific settlements and releases. 

[26] 1rt the result, I have not beel\ persuaded thnt the adjoununent is necessary. The motion 
for the adjournment is accordingly denied. 

MORA ETZJ. 

D:\te: December 10.2012 
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DNTANIO 
SUPERIOR COURT OF JUSTICE 

·COMMERCIAL LlST 
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) 
) 

FRIDAY~ THE 30111 

DAY OF MARCH, 2012 

IN THE MA'TTER Oli' THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R.S.C. 1985, c. C.J6, AS AMENDED 

AND IN THE MA TTBR OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO~FOREST CORPORATION 

INITIAL ORDER 

THIS APPLICATION, made by Shw-Forest Corpo1'ation (the "Applicant,), pul'suant to 

the Compar1.les' Creditors Arr·angement Act, R.S.C. 1985, c. C~36, as amended (the 11CCAA:'') 

was heard this day at 330 University Avenue, Toronto, Onwlo. 

ON RBAD1NO the affidavit of W. Judson Martin sworn March 30, 2012 a11d the Exhibits 

the1·eto (the <~Martin Affidavit") and the Pr~-Fi1ing Re-port of the Proposed Monitor, FTI 

Consulting Canada Ino. C~TI~') (the 11Monltor' s Pre-Filing Repot't;l'), and on being advised that 

there are 110 '86CUl'e<l ct·edltors who are likely to be affooted by the chnrges created herein, and on 

heesing the submissions of ocunsel for the Applicant, the Applicant's directors, FTI, the ad hoc 

oommitte~ of holdets of notes issued by the Applicant (the "Ad Hoc Noteholders"), and no one 

else appo&t'ing for any oti1e1• pal'ty> and on reading the consent ofFTI to act as the Monitol', 
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SERVICE 

1. THIS COURT ORDERS that the time for se1'vlco of the Notice of Application, the 

Application Reoord and tne Monitot~s P1·e~Fillng Report is hereby abrid.ged :and vaHdated so th~t 

this Application is propel'ly returnable today and hereby dispenses with further service thereof. 

APPLICATION 

2. THIS COURT ORDERS AND DECLARES that the App'lioant is a o0mpany to which 

the CCAA applies. 

PLAN QF ARRANGEMENT 

3. THIS COURT ORDERS that the Applicant shnll have the authority to file and may, 

subject to ftu·thel' o1·del' of this Court, file with tltis Court a plat1 of eompromise or arrangement 

(hereinafter refe1-red to as the 11Plann). 

4. TI-IIS COURT ORDER? that the Applicant shaJI be entitled to seek any ancillary or othet· 

relief from this Cowi in 1•espect of any of its subsldia:des in connection with the Plan o1• 

othet'wise in1•espect of theso p1·oceedlngs. 

POSSESSION OF PROPERTY AND OPERATIONS 

5. TillS COURT ORDERS that the Applicant shall remain in possession and oontl'ol of its 

cun·ent and f\.lture assets, unde1•taldngs and pr~perties of every nature and kind whatsoever, and 

where¥el' situate inch1ding all prooeeds thereof (the 11P.roperty"). Subject to fut'ther Order of this 

Court, the Applicant shall continue to .oan·y on business in a !111.Ume1' oo11slstent with the 

preservation of lts business (the "Business") and Property. Tha AppUoant .shall be authorized 

and empowered .to continuo to retain and employ the employees, consulta11ts, agents, experts, 

accountants, counsel and such other pet'Sons (collectively "Assistants") -cut•rentJy retained ot• 

employed by lt, with liberty to retain such further Assistants as it deems reasonably necessary or 

desirable in the ordhuuy cotu·se ofbus·!ness or for the cru.·rying out of the tel'lns oftl1ls Order. 

6. TI-IIS COURT ORDERS that the Applicant shall be ent1.t1ed but not required to pay the 

following expenses, whethe1· incul'i'cd pr!01· to or after this Order: 
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(a) all ot1tstanding and future wages, salaries, employee and pension benefits, vacation 

pay and expenses payable on or aftet· the dttte of this Ot•der, in ·eaoh cuse 1ncurred in 

the ordlnal'y course of business and consistent with existing compensation policies 

a11d atTangements; 

(b) the fees nnd disbursements of any Assistants retained or employed by the Applicant 

In tespect of these-proceedings, at their standard rates and charges; 

(c) the fees anCf disbursements of the directors and '(IOU11Sei to the directors, at their 

st£1J1dru:d rates and ·c.ha1·ges; and 

(d) such other mnatmts as are set out in the Mat•ch 29 Forecast (as de:fined in the 

Monitor's Pre~ Filing Repol't and uttached as Exhibit 11DD" to the Martin Affidavit). 

7. THIS ·COURT ORDERS that, except as otherwise provided to the conn·ary herein, the 

Applicant shall be entitled but not requh·ed to pay all reasonable exp.enses incurt~d by the 

Applicant in cru.'I')'ing ·on the Business i1~ the or.dinary course aft~r tl1is 01'der, and :in carrying ·OUt 

the provisions of this OrGier, which expenses shall include, without limitation: 

(a) all expenses and cnpittil expenditure~ l'easonably necessary fo1' the preservation of the 

P1•ope1'ly or the Business includb:~g, without limitation, payments on account of 

insurance (including -dil-eotors and offioen; insurance), maintenance and security 

services; and 

(b) payment for goods 01' servic~s aohtally supplied to the Applicant follow.ing the date of 

this Order. 

8, THIS COURT ORDERS that the Applicant shrtll t•cmit, in accordance wtth l~gal 

l'equirements, or pay; 

(a) any statutoty deemed ·trust am.ounts in fav.om· of the Crown in right of Canada Ol' of 

any Province thereof Ol' any other taxation authol'ity which are req\.lircd to be 

deducted from ~mployees' wages, including, without limitution. amounts in respect of 

(i) employment insurance, (ii) Canada Pen.s'ion Plan, {iii) Quebec Pension Plan, m1d 

(h) income taxes; 
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(b) all goods and services or other applioab.le .sales taxes (collectively, "Sales Taxel:l") 

required to be remitted by the Applicant ·in connection with the sale of goods ana 

.serv-Ices by the Applicant7 but only where .such Sales Taxes are acorued or collected 

after the date of this Order, or whe.re such Sales Taxes were accrued or collected pl'ior 

to the date of this Order but not requll'ed to be remitted until on Ol' after the date of 

this 01·dor; and 

(c) any amount payable to the CJX>Wn in right of 'Canada or of any P1!ovince thet·eof o1· 

any political subdivision thereof or any othet· taxation au.thol'ity In respect of 

municipal realty, municipal business or other taxes, assessments or levies of any 

natlU'e ot• kind which !U'e entitled at law to be paid ln p1·lority to claims of secured 

creditors .f\.11d which are attl'ibutable to or in l'espect of the canying on of the Bt1siness 

by the Applicant 

9. TI-IIS COURT ORDERS that until a real pt•operty leas0 is disclaimed ot· res11lated In 

accordance with .the· CCAA, the Applicant shall pay all .amounts constituting rent or payable as 

rent .-under real property leases (includlng, for gJ'eater certainty, ootnmon t:lt'ea maintemmoe 

charges, ~Itilities and realty taxes and any other amounts payable to the landlord under the lease) 

or as otherwrse may be negotiated between the .App11oan.t and the landlord from time to time 

("Rent11
), fo1· the period commendng f1·om and inoluding the date of this 01·der, twi.oe-monthiy In 

·equal payments on the first and fifteenth .day of eiloh mo11th, in adv.ance (btlt nGt in al'l'ears). On 

the date of the first of s~10h payments, any Rent relating to the period commencing from and 

Including the date of this Order shall also be paid . 

. 1'0. THIS COURT ORDERS that, except as speciflctilly permitted hct•ein, the Applicant is 

hereby directed, until further O.rde1' of this Court; (a) to make no payments of principal, interest 

·thereon or otherwise on account of amounts owing by the Ap.plicant to any of its creditors us of 

this date; (b) to gra11t no security interests, trust, liens, chal'ges o1· enounibtances upon or 'in 

t'espeot of any of its Property; and (c) to .not gl'ant ot'edit or in our Uabilitles exoept In the ordinary 

cout•se of the Business. 
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RESTRUCTURING 

11. THIS COURT ORDERS that th~ Applicunt shall, subject to such t•equirements as arc 

in~posed by the CCAA and suoh covenf)nts as may be contained in the Support Agreemr;~nt (Hs 

defined oolow), have the right to: 

(a) permanently or temporarily cease, downsize ot' shut down any of Its business or 

operations, and to dispose of red~mdtlnt or non-material assets not exceedlng 

US$500,000 in any one transaction Ol' US$1,000,000 In the aggregate• 

(b) terminate tho employment of such of its employees or temporarily lay off such of its 

employees as It deems appl'opdate; and 

(o) ptn·sue:all aventles oft'eflnancing of its Btlsiness or Property, in wl1ole o1· part, subject 

to prior approval ofthis Comt being obtained before any materlal l•efinancin.g 

ull of the forogo·ing to permit the Applicant to proceed with an orderly restl'U\ilturing of the 

Business. 

12. THIS COURT ORDERS that the Appl'loant shall provide each of the l'elevant lan.dlonis 

witb notice ofthe Appllcant'.s intention to remove any flxtw-cs fl'om any leased pretn~se:s fl.t least 

seven (9) days ·prior to the date -of the intended remova-l, The relevunt landlord shall be entitled 

to have a representative present ln the leased premises to observe such removal and, If U1e 

landlot•d ·disputes th0 Applicant~ entitlement to remove e!ll)' sttoh "fixture undel' th~ provisions of 

the lease, ·such :fl.xtw·e shaH remain on the premises and shall be dealt with as agreed between any 

applicable secul'ed creditors~ such landlot•d and the Applicant> m· by f-utih.er Order of th.is CoUl't 

upon application by the Applioant on at least two (2) days taotice to such l~dlord and any such 

secured creditors. If the Applicant disclain1s or resllla.tes the lease governing such leased 

premises in accordance with Section 32 of the CCAA, it shall not he required to pay Rent under 

such leas~ pending resolution of fl.ny such dispute (other them Rent payable for the notice per"lod 

provided for in Section 32(5) of-the CCAA), and the disclaimer Ol' resi1iation of the lease shall be 

wi-thout prejudice to the Applicant's claim to the fixtures in dispute, 

13. THIS COURT ORDERS that if a notice of disolaimt}r or rosiliation is delivm'ed pursuant 

to See,ion 32 of the CCAA, then (a.) dtll'ing the notice period prior to the etr-eotive time of the 
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disclaimer Pr resiliatlon, the landlord may .show the atfected leased premises to prospective 

tenants during normal business hot1rs, on giving the Applicant ~md the Monitor 24 hours' prior· 

wl'itten ttotfce, and (b) at the effective time of the disclaimer -or resiHation, the relevant landlord 

.shall be entitled to take possession of any .such leased premises without waiver of or prqh1dice to 

any cmims or rights suoh landlord may have -against the Applicant in respect of such lease or 

lensed pt·emises and st1ch landlord shall be tmtltled to 11otlfy the Applicant of ~he basis 011 which 

lt is taking possession and t'O .gain possession of and re-lease .suoh lensed premises to any third 

party or parties on such tet'lns .as such landlord considers advisable~ provided that nothing het'eln 

.Shall relieve such lRndlord of lts obH,gation to mitigate any damQ.ges claimed in connection 

thel'ewitb. 

RESTRUCTURINGSUPPOR~AOREEMENT 

1-4. TI-IIS COURT ORDERS that the.Applioant and the Monitor at•e authorlz6d and directed 

to 011ga.ge in the following procedures to notify noteholdel'S of the restructuring .support 

agreement dated as of Mal'oh 30, 2012 (the "Sl.Ipport Agreement") between, among others, the 

Applioa11t and .ce11ain n0teholders (the "InLtial Consenting Noteholders11
), appended as Exllib!t 

11 B11 to the Marti11 Affidavit, to enable any additionaluoteho.lders to execute u Joinder Ag1·eement 

in the fol'm attached as &lhedule "C" to the .Suppol't Agreement and to beo0me bmmd thereby as 

Consenti11g Notoholders (.as defined in the SupJlOl't Agreem~nt): 

(a.) the Molliter shall without delay post a copy of the Support Agreement on its website 

at http://ofoanada.ftloonsultlng.com/sfc (the 11Monitor's Website"); and 

(b) the notice to be published by the Monitor pul'suant to pru:agl'aph 51 ofthis Order ·shall 

i11ch1de a statement in fot•m EUJ.d substance acceptable io the Applicant, the Monitor 

and counsel to the Ad Hoc Noteholders, each aetlng reasonab-ly, notifying noteholders 

·of the Support Agreement and of the deadline of 5:00p.m. (Tol'onto time) on May 15, 

2012 (the "Consent Date") by which any notehoJ:der (other thnn an Initial Consenting 

Noteholder) who wishes to become entitled to the Early Consent Consideration 

p:tJrsuallt to the .Support Agreement (if such Early Consent Conside1·ation becomes 

payabl6 p11rsuant to the terms thel'eof) must·exeoute and rettlrn the Joinder Agreement 

to the Applicant, -and shall direct noteholders to the Monltot·'s Website wf1.ere a copy 

of the Support Agreement'(Jncludlng the Joinder Agreement) oan be obtained. 
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15. TI-IIS COURT ORDBRB that any noteholder (other t11fln an Ini1ial Consenting 

Noteholder) who wishes to become a Consenting Noteholdtn· and become entitled to the Early 

Consent Consideration (if such Early Consent Conslderation becomes payable pursuant to the 

terms thereof, and subject to suoh noteholdet• demonstrating its holdings to the Monitor 'in 

accordance with the ·support Agreement) must execute a Joincle1· Agreement and return it to tl1e 

Appllcant and the Noteholdel' Advisors (as defined below) in aoool'dauce with the instructions sot 

out in the S\.lppor.t Agreement sucl1 that it is received by tho Applicant and tl1e Noteholder 

Advisors pl'ior to the Consent Deadline and, upon so doing, suoh noteholder shall become .a 

Consonting'Noteholder and shall bo b01md by the terms of the Support Agreement. 

16. THIS COURT ORDERS that as soon as practicable after fue Consent Deadlin~, tl1e 

Applicant shall provide to th(l Monlto1· copies of all executed Joinder A.groements l'CCeived from 

not~holdet·s prior to the Consent Deadline. 

NO PROCEEDINGS :AGAINST THE APPLICANT OR T.HE PROPERTY 

17. THJS COURT ORDERS that until and including April29, 2012. o.r such latet·date as this 

Court ma..y ordel' (the "Stay Pedod"), no proceeding or enforcement -process in any cotnt Ol' 

tribunal {each, a "Proceeding") ·shall be oo1mmmoed or continued against or in respect of t11e 

Ap.pllcant or the Monito1·, 01' affecting the Business ot• the Property, except wi-th the wrltte11 

consent of the Applicant and the Monltor, or with leave of this ·Cotu·t, and nny and all 

Proceedings -eunently under way against or in t•espect of the Applicant or nfff~cting the Business 

Ol' the P1·ope1·ty are he~·eby stayed and suspended pending further Order of this Court. 

18. TIDS COURT ORDERS that until and including the Stay Pel'iod, no Pl!Oceedlng shall be 

commenoed or continued by any noteholde1·, inclentu1-e trustee or security t1·usteo (each in l'espeo.t 

of the notes iss·ued by the Applicant, collectlv~:Jly, the 11Noteholders11
) against or in1•espect of any 

of the Applicant's subsldim:i'es listed on Schedule '11A11 (each a "Subsidiru:y Oum~untor'', and 

collectively, the 11Subsidiru:y Gunl'antors''), except with the written eonsent of the Appllc~nt and 

the Monitm~ or with: le~ve of this Court, and any and all Proceedings ctu·rently under way by a 

Noteholder against or in t•espect of any Subs-ldlat•y Guarantors are hereby stayed .and suspended 

pending further Order of this Court. 
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NO EXERCISE·OF RIGHTS ·OR REMEDIES 

19. THIS COURT ORDERS that during the Stay Period, all rights ~nd remedies of any 

-individual, flrm, corporation, governmental body or agency, 01' any other entities (aH of tlle 

fol'egoing, collectively being '(Persons'' anct each being a HPerson") against or in respect of the 

Applicant or the Monitor, ot· e~ffecting the Business or the Pt•ope1ty, al'c hereby stayed Md 

suspended and shall not he commenced, pr0ceeded with ·Ol' continued, except with the written 

oonsent of the Applicant ·and the Mo11itor, or leave of tllis Court, provided that nothing in this 

Ot·del' shall (i) empower the Applicant 'to oal'l'y on any business which the Applicant is not 

lawfully entitled to cany on, (il) affect such investigations. actions, suits or proceedings :by a 

regulatory body as axe pel'mitted by Section 11;1 of the CCM., ·(it!) prevent the filing of any 

registration to preserve or perf<.'lot a SelC1.11'ity lntel'~st, (iv) prevent the l'egistt·ation of a ·claim fot• 

I! en, or (v) prevent the exe>roise of any tel'minationr:ights of the .Consenting Noteholders undet 

the Suppo1't Agt•eement. 

20. TI-llS COURT ORDERS that during the ·stay Period, all l'ights and remedies of the 

No.teholders -against or 111 respect of the Subsidiary Guru:antot•s ru:e hereby stayed and suspended 

and shall not be commenced, proceeded wiih or conti11Ued, except with the written consent of the 

Applicant and the Monitor, or leave of this Cot11't, .Pt'ov.ided that nothing in this Ot•det• shall (i) 

empower any Subsidiat·y Guarantol' te carry on any business whloh s~1ch S1..1bsidieuy Gtlat'antm· is 

JJtot lawfuHy entitled to carry on, (il) affect such inveatigations, actions, suits or proceedings by a 

regu1atory body as m•e petmiited by Section 11.1 of the CCAA, (iii) prevent the filing of any 

regist1·ation. to preserve or peJ.fcct a seouiity interest, .or (iv) prevent the registration of a claim for 

lien, 

NO INTERFERENCE WITH RIGHTS 

21. THIS COURT·ORDBRS that during the Stay Period, no Person shall discontinue, fail to 

honour, altel', interfere with~ repudiate, te1·minate or cease to -pel'fot•m -any 1'ight, renew~ right, 

contract, agreement, licence -or pel'mii in favou1· of or held by tho Applicant, exeept with the 

w1·itten consent of the Applicant and the Mou.itor, or lea.ve ofthi !l Court. 
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CONTINUATION OF SERVICES 

22. THIS COURT ORDERS that dudng the Stay Period, all Pe1·sons having oral or written 

agr·eements with the Applicant or statutory or regulatory mandates :for .the supply of goods and/or 

services, including with01 .. 1t limitation all computer software~ communication and other data 

set·vlces, centl•alized banking services, payt'Oll services, lnsmanoe, transportation 'Services, utility 

or·other services to tbe Bus-iness or the Applic~nt, are hereby restrained until fut·ther Order of-this 

Court fl•on1 disconti11uing, altering, interfering with or terminating the supply of such goods Ol' 

services us may be~ required by the Applicant or ex:el'cising any other remedy ·p1·ovJded t1nder 

such agreement Ol' arl'angenlents, and that the Applic~Ult shall be entitled to the continued use of 

its OUl'L'tmt p1'emises, telephone numbers, facsimile m.unbel'B, internet addl'eSses and domain 

names, p1·ovided in each case that the 11ormal pdces or chiD•ges fo1· all such goods or se-rvices 

received after the date of this Order nre ·paid by the Applioant in aooordanoo with ·not·maJ 

payment p1'aotices of the Applicant .or ·such othet' p1·aotioes .as mny be agreed upon by the supplier 

ot· service provider and each of the Applicant and the Monitor, ot• as may be o1'<iered by this 

·Co·urt, 

NONwDE~OGATION OF IUGHTS 

23. THIS COURT ORDERS that, .notwithstanding anything else in this Ordel', no 'Pe1•son 

shall be prohibited fl·om requirlng immediate payme11t fo1· goods, services, use of lease or 

l!oense~l property .or other vu.luable consideration provided on or after the date of this 01·der, no1· 

:shall any Person be under any obligation on o1· after the date of this 01·der to advance or 1·e~ 

adv.anee any monies or otherwise extend ~ny ct•edit to the Applicant. Nothing in this Order .shall 

derogate ft·om the. rights co.nfert:ed and obligations imposed by the CCAA. 

PROCEEDINGS AG AINST DIRECTORS AND OFFICERS 

/.4, THIS COURT ORDERS fuat dUt·Jng tht;J Stay Per.lod, and except as permitted by 

subsection 1 1.03(2) of the CCAA, no Proceeding may be commenced Ol' contlnue4 against any 

of the fonnet·> ct1r1'ent or futLU'e d1rectors 01' officers of the AppHcant with respect to any claim 

against the directOl's Ol' officers that nrose before the date hereof nnd that relates to any 

obligations of U1e Applicant whereby the di1'ectors or officers r,u·~ alleged 1.mder any law to be 

Hable in their capacity as direotot•s or officers for the ]~nytnent ·or performance of such 
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obligations, tmtil a comprotnise or ·at·ra.ngement in t'espect of the Applicant, if Ol'IO is filed, is 

sanctioned by this Court or is .refused ~y the affected oredito1'S of the Applicant ot tlrls Court. 

DIRECTORS' AND OFl?JCERS' INDEMNIFICATION AND CHARGE 

25. THIS COURT ORDERS that the Applicant shall (i) indcmnlfy its direct01~s and officetlS 

against obligations aiJd liabilities that they may incur as directors or officers of the Applicant 

after the commencement ·of the within proceedings, and (H) melee payments of amounts for 

which its directors and offlce1~ may be liable as obligations they may lncur as directots or 

officers ofthe Applicant after the c01muenoement ofthe within p1•ooeedhtgsJ except to .the extent 

that, with respect to any officer or director, tho obligation o1· liability was incuned as a result of 

the ·director's or officer's gross negligence or wilful mrsconduot. 

26. THI'S COURT ORDERS that the dh'eotors and officers of the Applicant shall be entitled 

to the benefit of and are hereby grru1ted a ohar.ge (the '''Directors' Chen:ge'') on the Pt~operty (other 

than the Applicant's assets which at•e subject to the Personal Properly Security Aot registl·atlons 

.on Schedule ".B'' he1'eto (fue 11Exoluded Property")), whioh charge sha.U not exceed an aggl'egate 

!\.1110\lnt of $3)200,000-> as seourlty fol' the indemnity pl'ovlded in pat:~graph 25 0f this Ordet•. The 

Dh•eotors' Charge shall have the priority act out in paragraphs 3.8 and 4'0 herein. 

27. THIS COURT ORDERS that, notwithstandln,g any la.ng~1a.ge in any applicable insUl'atlce 

policy to the contnwy, (a) 110 ins~u·et' shall be entitled to be sub1~o.gated to or claim the benefit of 

the Dil'ecto~·s' Charge, .and (b) the Applicant's -directors and offlceJ•s shall only be entitled to the 

benefit of the Directors' Cha~ge to the ext-ent that they do not 'have covet~age under any directors' 

and officers' insurance policy, or to the extent that.such oovernge is insufficient to pay amounts 

indemnified In acco1'<lance with paragraph 25 ofthls Oxder. 

APPOINTMENT OF MONITOR 

28. TI-IIS COURT ORDERS tbat FTI is hereby appointed p~lrSl!ant to the CCAA as the 

Monitm·, an offioel' of this Court, to tnonftor the business and fuumcia1 affuil's of the A-pplicant 

with the powers and obligations set out in tho CCAA ot• set forth herein Ellld that the Applicant 

~nd its sharehoJd~1·s, offioet•s, direoto1'8, ·and Assistants shall advise the Monitot• of all matedal 

steps ·taken by the Applican1 pursua11t to this Order1 and shall co-operate fully w.ith the MonHor 
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in the exe1-oise of its powers and dischm~ge of its obligations and provlde the Monitor wl'th the 

~sslstMco that is necessary to enablo the Monitor to adequately carry out the Monitor's functions. 

29. THIS COURT ORDERS that t11e.Monitor, in e.ddltion to its prescribed rights E!-tld 

obligations undel' the CCAA, is hereby directed and empowered to; 

(a) monitor the Appllctlnt's receipts nnd distmrsements; 

(~) report to this Court at such times find Intervals as the Monitor may detHn appi'Opriate 

with respect to matters t•elatlng to tho Property, the Business, and such othel' matters 

as may be relevant to the proceedings herein; 

(o) advise tho Applicant ln its preparation of the Applicanes oash flow statements, aa 

req1.1ii'ed from time to time; 

(d) advise the Applicant in its developmel'lt of the Plan und any amendments to the Elan.: 

(e) assist the Applicant. to the extent requil'ed by the f\pplloant, with the holding and 

administering of ot·editors' Ol' shareholders' meetings for v-oting on the Plan, as 

applicable; 

(±) have full and complete access to the Propet'ty, including the p1·emises, boG>ks. toeeords, 

data, inohldlng data in electronic ·f01~m, and other finanoial documents of the 

Applicant to the extent that Js necessary to adequately assess the Applicant's business 

and financial affairs Ol' to perfotm its duties arising UJ1det· thh 01·de1·; 

(g) be ·at Uberty to engage independent legal counsel or such other persons as the Monitor 

deems necessary or advisable respecting the exercise- of ita powers and performance 

of its obllgations under this Order; 

(h) carry out and fulfill its obligations unde1· the Support Agt•eement in f\ccol'dance with 

its tet·msi a1'1d 

(i) perform such other duties as are reqtdred by this Ot•det• ot· by this Court from time ·to 

time. 
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30. TI-llS COURT ORDERS that without limit1ng paragmph 29 above, in carL'ying out its 

rights and obligations in connect1on with this Order, the Monitor shall be entitled to take such 

reaso.nable steps and tlse such ·services as it deems 11ccessm·y in discharging its powers and 

obllgattons, including, without limitation, utilizing the set•vioes of FTI C-onsulting (Hong Kong) 

Limited (11FT! IlK:"). 

31. UUS COURT ORDERS that the Monitor shall 11ot take possessi.on of the Pr0perty (or 

any pi•operty o.t· assets of the Applicant's subsidiaries) and .shall take no part whatsoever in the 

management Ol' supervision of the management of the Business (or any business of the 

Appiioant's s~1bsidim·ies) and shall not, by fulfi:IHng its obligations hereunder, be deemed to have 

taken or maintained possession or oo11trol of tbe Business or Property, or any pmt there0f (or ·of 

any b\Jsiness, property ot• assets, ot•· any part thereof, of any subsidiary of the Applicant). 

32. THIS COURT ORDERS that nothing herein oontained shall reqtiire the Monitor to 

occupy ot· to take control, care-, charge, possession or management (separately and1ot• 

oolle~tively, "Possession") of any of the Property (or any property of any .subsidiary of the 

Applloant) tlu~ot might be environmentally contaminated, might be a. pollutant or a contaminant, 

or m:Jght cause or contrlbute to a spill, dlscharge, release or deposit of a substance contrary to 

any fedet·al, provincial or other lnw 1'especting the p1·oteotion, conservnti'on, enhancement, 

l'emedtation o1· 1·ehabilitation of the environment ot• relating to tho disposal of waste ·or other 

contaminatioJ1 including, without limltati01"4 the Canadian Environmental Protection Act, the 

Ontat'io Envtronmental .Protectton Act~ the Ontarto Water Re$ouroes Act, ot· the OnbU'io 

Occupattonal" l:Iealth and Safety Act and regulations thereunder .(the "En:viromnenta:l 

Legislation"), tn•ovlded however .that nothing herein :shall vxempt the Monitor from any duty to 

repol't Ol' make disclosure imposed by ttpplicable Environmental Legislation. The Monitor shall 

not, as a result of this Order or anything ·done in pursuance of the Motiltor's duties and powe1·s 

under thls Order, bo deemed to be in Possession of any of the Pl'Operty (or of any pro1)er.ty of any 

subsidiary of the Appllcant) within the meaning of any Envltonmental Legislation, unless it is 

actually in possession. 

33. TI-IIS COURT ORDERS that the Monitor shall pl'ovide any ct•editor of the Applicant 

with inform<~.tion provided by the Applicant in respollile to reasonable requests for information 

made in writing by such creditor ~ddressed to the Monitor. The Monitor shall not hnve any 

1 r. 1 !J 
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responsibility or liability with respect to ihe lnfonnation disseminated by it pursuant to this 

_pamgraph, In the caso of information that the Monitor has been advised by the Appllcnut is 

confidential, the Monitor .shall not provide s~1ch fnformathm to creditors unless otherwise 

directed by this Court or on such terms as the Monitor and the Applicant may agree, 

34. TIUS COURT ORDERS tbat, in addition to the 1•lghts and protections. afforded the 

Monitor 1.mde1' the CCAA or as flU officer of this Co~1rt, the Monitor shall inC\ll' no liability or 

·obligatlo 1~ as a res·ult of Its appointment or the canylng ont o:f the provisions of this Order, save 

and except for any gross negligence Ol' wllful misconduct on its·part, Nothing in this Ordet• ·shall 

del'Ogate from the pi•oteotlons afforded the MoRitor by the CCAA ot' any applicable legislation, 

35 . TillS COURT ORDERS thot the Monitor, oounsel to the Monitor, counsel to the 

Applicant, ·counsel to the directors, Houlihan Lokey Capital !no, (U1e 11Finanoial Advisor"), FTI 

HK, counsel to the Ad Hoc Noteho'lders ~.nd the financial adv~so1' to the Ad Hoc Noteholders 

(together with counsel to the Ad Hoc Noteholders, the 11Notel1older Advisor.s11
) shall be paid tboil' 

reasonable fees f\nd dlsb'ursements, in each case at thett' .standnrd t•ates and chal'ges, by the 

Applicant, whethet' inourwd pri01• to or subsequent to the date of this Order, as pm1 of the costs 

of these proceedings. The Applicant is hereby authorized and directed to pay the accounts ·Of the 

Monitor, counsel fbi' the Monitor, counsel for the Ap,pllca.nt, counsel to the directors, the 

Financial Advisor, FTI HK, and the Notebolder Advisors on .a weokly basta Ol' otherwis6 in 

accordance with the tenm of their engagement lettel's, 

36, TI-HS COURT ORDERS that ·the Monitor road J.ts legal counsel shall pass their accounts 

from 1ime to time, and for thla purpose the .accounts .of the Monitor .and its legaJ oouRsel are 

hm·eby refemxl to a. judge of the 'Commercial List of tho Ont&·Jo Supe!ior Col:ll't of Justice. 

37. THIS COURT ORDERS that the Monitor, counsel to the Monitor, the Applicant1s 

counsel1 cm.111scl to the directo1's, the Financial Advisor) FTI HKJ and the Noteholder Advisors 

shall be entitled to tho benefit of and are hereby gl'anted a chat:ge (the 11Admlnlstt·atlon Charg~") 

on the Ptoperty (othe1' than ·fhe Excluded Pvoperty), whioh charge shall not exceed an aggregate 

amotmt·of $1 5,000,000 ns .security fo1· their professional fees and disbursements incurred at their 

!'espeotive standard l'atos and chal'ges 1n respect of such services, both before €\lld after tho 

mnldng of this Order in respect of these proo.eedings. The Administration Cha1~ge shalll1av0 the 

pl'iol'ity set out in paragraphs 38 and 40 hereof. 

1 ~? v ,_ 
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VALIDITY AND PRIORITY OF CHARGES CREATED BY TIDS ORDER 

38, THIS COURT ORDERS that t11e priorities of the Dlreotors' Chat'ge and the 

Administration Charge, as ,between them, shall be as follows: 

F1rst- Administration Charge (to the maximum amount af$15,000,000); and 

Second- Directors' Charge (to tho maximt.un amount of$3,200;000) , 

39. THIS COURT ORDERS thut the tlling, rcglstt·ation Ol' perfection of tho Dheotors' 

Chru:ge Ot' tlw Administl·ation Cl·uu:ge (collectively, the 11 Chru·.ges") sh!lllnot be reql.llred, and that 

the Charges shall be valid and enfol'ceable for all purposes, including as against any right, tlth~ or 

interest filed, registel'ed, recorded or pe1feotecl subsequent to the Charges coming il'lto existence, 

notwlthstanding·any such failure to file, register, reool'd Ol' perfect. 

40, TI-IIS ·COURT ORDERS that each of the Charges ·shall constih1te a ohfl.rge on fl1e 

Property (other than the Excluded Property) and shall rank in prJodty to all othel' seourity 

Interests, trusts, Hens, charges and encumbnmces, claims of sec·ured creditors, statutory or 

otherwise (collectively, "Encum'branoes") in favo\tr of eu~y Person. 

41 . THIS COURT ORDERS that except aa otherwise expressly prov:ided for he1·ein, Ol' as 

may be approved by this Court, the Applloant ~ha.ll not grant any Bncutribrancoo oyer any 

Property that rank in pl'i ority to, Ol' pat·t passu with, any of the Chru·ges, un-less the Appiloa..nt also 

obtains the prior written consent of tho Monitol', the beneficiaries -of the DlrectOl'S1 Chatge alld 

the beneficiaries ofthe Adn1inlstt·atlon Chat'ge,.or fut't'her Order ofthis Coul't. 

42. THIS COURT ORDERS that the Charges sball not be Joendered lnvalld or unenforceable 

and the rights -at1d l'emedles of t11e chargees ·entitled to the benefit of the Charges (collectively, 

the "Char.gees>t), shall not othe1·wise -be Hmited or "impaired in any way by (a) the pendency of 

these proceedings and the declarations of h1solvency made herein; (b) ru1y application(s) for 

banla·uptcy order(a) iss\.led pursuant to fue BIA, Ol' any banlu:uptoy order mado pursuant to such 

applications; (c) the filing of any assigmnents fo1· the general benefit of creditors made -pu1·sua.nt 

to the BIA~ (d) tho J'rovisions of any federal or provincial statutes; or (e) any negative covenants, 

prohibitions or other similar provisions with respect to borrowings, incurring debt or the creation 

·of Encumbrances, contained in any existing loan documents, lease, sublease, offer to lease or 

1 ~3 
I~ 
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othe1• agreement (collectively, an "Agt·e~ment11) which binds the Applicm1t, and notwithstanding 

any provislon to the contrru:y in any Agreement: 

(a) neither the creation ofthe Charges north~ execution, de-live1~y, perfection, registration 

or perfoJ·mance of any documents in 1oespect thereof shall ct·eate or be deemed to 

coustitute a breach by the Applicant of any Agreement to which it is a. pnrtyi 

(b) none of the Chm:gees shall have any liabUity to any Person whatsoever aH a result of 

any breach of any Agreement caused by or resulting from the ct·eation of the Cht:wges; 

and 

( o) the payments made by the Applicant pursuant to this Onltn· and the gra11ting of the 

Charges, do not and wiJlnot oonstitute preferences, fraudulent conveyances, transfe1·s 

at undervalue1 ·opptoessive oonduot, or othel' challengeable or voidable t1'ansactions 

:undet' a11y applicable law. 

43. TI-II:S COUR'f ORDERS that any Cluu·ge cl'eated by this Ordel' over leases of real 

property in Canada sh~11l-only be a Charge in the AppUoant's interest in such real property leases, 

APPROV AI, OF FINANCIAL ADVISOR AGREEMENT 

44. THIS COURT ·ORDERS that the lette1· ngt·eement date4 as of Deoembcl' 22, 2012 with 

l'espr;,ct to the Finanohtl Advisor in the form attached E\S Exh1bit 1'CC'~ to the Martin Affidavit (the 

«Financial Advlsor Agreemt~nt") and the retention of the Financial Advisor under the tet•ms 

thot•oof, -includi11g the payments to be made to the Financial Advisor thereunde1·, are hereby 

approved, 

45. THIS COURT ORDERS that tho Applicant is authorized and direoted to mako tho 

payments contempl~ted in the Financial Advisor Agree1:11ent in accot·dance with the terms and 

conditions thereof. 
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POSTPONEMENT OF ANNUAL GENl~RAL MEETING 

46. THIS COURT ORDERS that the Applicant be and is hereby relieved of My obligation to 

call and hold an ruumal meeting of.its shareho'lde1'S1111til further Order ofthis Court. 

FORF.JGN PROCEEDINGS 

47. TIIIS COURT ORDERS that the Monitor is hereby authodzed and empowered to act as 

the foreign representative in respect of the within prooeedin.gs for the purpose of having these 

J)roceodings 1'ecog11lzod in a jurisdiction outside of Canada. 

48. THIS COURT ORDERS that tl1e Monitor is hereby ·authorized, as the foreign 

rep:l'esentative of the Applicant and of the withh1 proceedings, to ~ply fu1· foreign recognit1on of 

these proceedings, as necessary., in -any jtl1'isdiction outside of Canada. including as 1'Foreign 

Mai11 Proceedings" ln the United States pul'suant to Chapter L5 of the U.S. Bankruptcy Co.de, 

49, THIS COURT HEREBY REQUESTS the aid and l'ecognition of any .court, tribunal, 

reg'l:llatory Ol' administrative body having jurisdiction in Canada, tho United States, Barbados~ th~ 

British Virgin Islands, Cayman Islands, Hong Kong, the People's Rep\.Jblio of C.hina ot• in any 

other foreign jurisdiction, to give effeot to thla Order and to assist the AppUcant, the Monit0r nnd 

their TeSpective ag~:>ntB in carrying aut tho tel'.ms of this Order. All courts, ttibunals, regulatory 

and admlnistl'ative bodies are hereby 1~espectfully requested to make such orders and to provide 

such assistruu.c~ to the Applicant and to the Monitor, as an officer of this Court, EIS ·may be 

neoessat'y 01' desh·Eible to gl'Ye effect to this Ordel', to grant representative statu9 to the M0nitor In 

any f01'eign pt'oceedh1g, or to assist the ApJ)l'icant and the Mo11lt01• .and their respective agents In 

c~rrying out the terms of this Order. 

50, THIS COURT ORDERS tlu'lt each of the Applicant and the Monitor be at liberty and is 

het'eby authorized and empowered to apply to any comt, tribunal. regulatory or administrative 

body, wherever located, for the t•eco.gnltion of this Order and for assistance in Cat't'ying out the 

tcl'ms of this Order and any other Ordet• issued in these proceedings. 

155 
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SERVICE AND NOTICE 

51. TI-IIS COURT ORDERS that the Monitor .shall (l) wlthout delay, publish in the Globe 

and Mail ftnd the Wall St·oet Journal a notice eontain1ng the infoJ•mation p1'esodbed undel' the 

CCAA, (ii) within seven days after the date ofthis Ordel·~ (A) make this Order publicly a:vailahle 

in the manner pregoribed under the CCAA, (B) send, ln the p1·escribed manne1·, a notice to evety 

known 01-editor-who has a claim against the Applicant of more than $1,000, and (C) prepare a Hst 

showing tl1e names and addresses of those creditors and tbe esttmated amot1nts of those claims, 

and muke it publicly available in the prescl'lbed mmme1·, all h1 accordance with Section 23(1)(a) 

of the CCAA and the regulution.s mnde thet'Otlnder. 

52. THIS COURT ORDERS that each of the A.pplicant ·and the Monitor be at liberty to serve 

this Order, any other matorialll and ordel's in these proceedings, any notices or other 

col'l'espondence, by forwro:dlng true copies thereof by prepaid ordhmry mail, courier, personal 

dellvery, facsimile tl'ansmission or email to the Applicant's ot·editorg or other interested parties at 

their respective addresses aa last .shown on .the rec01'C!s of the Applicant and that any ·such service 

.or notice by COllt'lel', personal delivery or electronic transmission shall be deemed to be t•eceivecl 

on the next business day follow'ing the date of forwat•ding thereof, Ol' if sent :by ·ordinat'y mall, on 

.tJ1e t:hit•d bus:in6SS day after 1nruli11g, 

53. TIIIS COURT ORDERS that the AppHoant, the Monitor, and any party who has filed a 

Notice of Appeal'ance may serve any ·court matedals in these pro.ceedings by e~ma'iling a PDF or 

othet• electronic copy of .such mnte1·ials to counsels·' email addresses as recorded on the Service 

List ft'om time to time., and the Monltot· may post .a copy of any ot• all St..lch matel'iaJs on the 

Monitor's Website. 

GENERAlJ 

54. TI-IIS COURT ORDERS tha.t the Applicant or t1~o Monitot may from time to time apply 

to this Court for advice and directions in the -dischatge of1t.'l powet·s and duties hereunder. 

55. THIS COURT ORDERS tbtLt nothhlg in this Ol·der shall prevent the Monitor fmtn acting 

as an interlm receiver, a receiver, a receiver and mat'lnger, or a trustee in hankruptcy of 'the 

AppllcaJ.1t, the Business or i11e Pl'opel'ty. 
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56. THIS COURT ORDERS tb~t any interested party (including the Applicant a11d the 

Monitor) may apply to this Cou1't. to v-&ry or amend this Order on not less than seven (7) days 

notice to any other patty or parties likely to be affected by the ordor so·ught Ol'llpon such othet· 

11otice, If any, as this Court may order. 

57. THIS COURT ORDERS that this 01'der and all of its p1·ovisions al'e ofibctive as of 

12:01 a.m. Eastern Standard/Daylight Time on the date ofth1s Order. 

ENTERED AT /INSCAIT A TORONTO 
ON/BOOK NO: 
LEI DANS LE AEGISTRE NO.: 

APR Z -. Z012 

I 
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Schedt1le 11A11 

1, Sino-Panel Holdings Limited (BVI) 
2. S·ino-Global Holdings Inc, (BVI) 
3. S ino~ Wood Pw:tners. L'imlted (1-IK) 
4. Grandeur Winway Limited (BVI) 
5. Sinowin Investments Llrnited (BVI) 
6. Sinowood Limited (CRymal1 Islands) 
7. Slno-Forest Bio-Sclence Limited (BVI) 
8. Slno~Forest Resources Inc. (BVI) 
9. Sino-Plantation Limited (HK) 
10. Sud-Wood Inc, (BVI) 
11. Sino-Forest Investments Limited (BVI) 
12. Sino-Wood (Gt1a11gxi) Limited (I-lK) 
13. SIJ10~Wood (Jlangxi) Limited (HK) 
14, Sino-Wood (Guangdong) Lhnitecl (HK) 
15. S !no-Wood (FtuiM:) Limited (HK) 
16. 'Sino .. Panel (Asia) Inc. (BVI) 
17.. Sino-Panel (Guangxi) Limited (BVJ) 
18. Sino-Panel (Yt1nna.n) Limited '(BVI) 
19 •. S:ino-Panel (North East China) Limited (BVI) 
20. Sino-Panel [Xlangxl] Lhnlte<l (BVI) 
21. :Sino-Panel [I-Itman] Limited (BVI) 
22. SFR (China) Inc. (BVI) 
23. Sino-Panel [Suzbou] Limited '(BVI) 
24 . .Sino.;Panel (Gaoyuo) Ltd. (BVI) 
25. Sino~Panel (Guangzhou) Limited (BVI) 
26, Sino~Panel (No1·th Sea) Limited (BVI) 
27 .. Sh1owPanel '(Guizh01..1) Limited (BVI) 
28. Sino ... Panel (H.mihufl.) Limited (BVI) 
29 . .S·ino-Panel (QinZhou) Limited (BVI) 
30. Sino~P~mel (Yongzl10u) Limited (BVI) 
31, Sino~ Panel {Fujian) Limited {BVl) 
32. S'ino~Pa11el (Shaoyang) Limited (BV1) 
33. Atnplemax Wotldwlde Limited (BVI) 
'34. Ace Supreme Internatio11al Limited (BV1) 
35, Express Point Holdings Limited (BVI) 
36. Glory B'illion International Limited (BVI) 
37. Smat•t Sure Entet·pdses Limited (BVI) 
3.8. Expert Bonus Investment Limited (BVI) 
39. Dynamie Profit Holdings Limited (BVI) 
40. All1ance Max Limited (BVI) 
41. Bmin Force LlmitoGl (BVI) 
42. General Excel Limited (BVI) 
43. Poly Market Limited (BVI) 
44. Pdme Kinetic Limited (BVI) 
45. Tl'lllion Edge Limited (B VI) 
46. Sino-Panel (China) Nursery Lhnlted (DVI) 
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47. Sino· Wood Trading Limited :(BVI) 
48. Honiix Limited (BVI) 
49. Sino-Panel T1·a.ding Limited (BVI) 
50. Sino-Panel (Russia) Limited (BVI) 
51.. Sh10-Global Management Consulting Inc. (BVI) 
5:2. Value qnest Intermltional Limited '(BVI) 
53. Well Keen Worldwide Limited (BVl) 
54. Harvest Wonder Worldwide Limited (BVI) 
55. Cheet· Gold Worldwide Limited (BVl) 
56, Re.gal Win ·Capital Limlted (BVI) 
57, Rich Choice Worlclwide Limited (BVI) 
58. Sino~Fot•est International (B~trbados) Corporation 
59. Mandr.a Forestt·y Holdings Limited (BVl) 
60. Mandra Forestry Finance Limited (BVI) 
61. Mandra Forestl'y Anhui Limited (BVI) 
62. Mandra Forestry Hubel Limited (BVI) 
63. Sino-Capital Global Inc. (BVI) 
64. Elite Legacy Limited (BV1) 

1 59 



PERSONAL PROPERTY SECURITY REGISTRATION SYSTEI~ 
SEARCH RESULTS 

Date Search Conducted: 3/29/2012 
File Currency Date: 03/20/2012 
Family(iee): 6 
!?age (a): a 

SEARCH Business Debtor SU10~FOREST CORPORA'l' I ON 

The attached report has been created based on the data received by Cyberbahn, 

r r 
'""'J:: 

a Thomson Reuters business from the Province of Ontario, Ministry of Government 
Services. No liability is assumed by Cyberbahn regarding its correctness, 
timeliness, completeness or the interpretation and use of the report. Use of 
the Cyberbahn service, including this report is subject to the terms and conditions 
of Cyberbahn•s subscription agreement. 
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PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 
SEARCH RESULTS 

Date Search conducted : 3/29/2012 
File Currency Date: 03/28 /2012 
Family (ies): 6 
Page(sl: 8 

FAMILY 
SEAACH 

SEARCH Business Debtor 

6 1 OF 
BD SINO-FOREST CORPORATION 

SINO-FOREST CORPORATION 

ENQUIRY PAGE 

00 FILE NUMBER r 6093 24408 EXPIRY DATE : 27SEP 2015 STATUS : 

1 OF 

Ol CAUTION FILING : PAGB : 001 OF l MV SCHEDULE ATT~CHED 
RBG NUM : 20040927 1631 1793 0430 REG TYP: P PPSA REG PERIOD: 10 

02 IND DOB : IND NAMB: 
0 3 BUS NAME: SINO-FOREST CORPOR.A'l'ION 

OCN : 
04 ADDRESS 90 BURNHAMTHORPE ROAD WEST, SUITE 1208 

CITY MISSISSAUGA PROV: ON POSTAL CODE: LSB3C3 
05 IHD DOB IND NAMB: 
06 BUS NAME: 

07 ADDRESS 
CI'£Y 

08 SECURED PARTY/LIEN CLAIMANT : 

PROV: 

LAW DEBENTURE TRUST COMPANY OP NBW YORK 
09 ADDRESS 767 THIRD AVENUE, 31ST FLOOR 

CITY : NEW YORK PROV: NY 

OCN 

POS'fAL CODE: 

POSTAL CODB: 10017 

' ' --

8 

CONS. MV DATE OF OR NO FIXED 
GOODS INVTRY. BQUIP ACCTS OTHER INCL 

10 X X 

ll 
1 2 

YEAR MAKB 

GENERAL COLLATERAL DESCRIPTION 

MODBL 

AMOUNT MATURITY MAT DATE 

V.I.N. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARlBS OF THE DBBTOR PURSUANT TO 
14 A PLEDGE .AGRE~ENT AND SHARE CHARGE. 
15 
16 AGENT: AIRD & BERLlS LLP jj2 
17 ADDRESS , 181 BAY STREET, SUITE 1800 

CITY : TORONTO I?ROV: ON POSTAL CODE: M5J2T9 

Page 1 
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FAI~ILY 

SEARCH 
l OF 6 

BD SINO-FOREST CORPORATION 
ENQUIRY PAOE : 2 OF B 

FILE NUMBER 609324408 
PAGE TOT REGIS'l'RA'l'ION NU~I REG TYPE 

01 CAUTION 001 OF 1 1•1V SCHED: 20090720 1614 1793 6085 
21 REFERENCE FILE NUl~BER : 609324408 
22 AMEND PAGE: NO PAGE: CHANGE: A AMNDMNT REN YEARS: CORR PER: 
23 REFERENCE DEBTOR/ IND NAME: 
24 TRANSFEROR: BUS NAME: SINO-FOREST CORPORATION 

25 OTHER CHANGE: 
26 REASON: TO Al>lEND SECURED PARTY ADDRESS AND TO AMEND GENERAL COLLATERAL 
27 /DESCR: DESCRIPTION TO DELETE 'fHE WORDS "PURSUANT TO A PLEDGE AGREEMENT AND 
28 
02/0S 
03/06 

: SHARE CHARGE" 
!NO/TRANSFEREE: 
BUS NAME/TRFEE: 

04/07 ADDRESS: 
CITY: 

29 ASSIGNOR! 
PROV: 

08 SECURED PARTY/LIEN CLAIMANT/ASSIGNEE : 
LAW DEBENTURE TRUST COMPANY OF NB\'1 YORK 

09 ADDRESS 400 MADISON AVENUE, 4TH FLOOR 

OCN: 

POSTAL CODE: 

CITY : NEW YORK PROV NY POSTAL CODR : 10017 
CONS. MV DATE OF NO FIXED 
GOODS INVTR'l EQUIP l\CCTS OTHER INCL ANOUNT MATURITY OR NAT DATE 

10 
ll 
12 
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR 
14 
15 
16 NAI"lE : AIRD & BERLIS LLP 
17 ADDRESS 181 BAY S'l'REET, SUITE 11!00, BOX!# 754 

CITY : TORONTO PROV : ON POSTAL CODE MSJ2T9 

Pag~ 2 
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F11MIL'i 
SEARCH 

1 OF 6 
BD SINO-FOREST CORPORATION 

ENQUIRY PAGE : 3 OF 6 

FILS NUMBER 6093244 08 
PAG8 TOT RBGIS1~TION NUM RBG TYPE 

01 CAUTION 001 OF 1 MV SCHED: 20090720 1616 1793 6087 
21 REFERENCE FILE NUMBER : 609324408 
22 AMEND PAGE: NO PAGE: CHANGE: B RENEWAL nEN YEARS: 1 CORR PER: 
23 REFERENCE DEBTOR/ IND NAME: 
24 TRANSFEROR: BUS NAME: SINO- FORHST CORPORATION 

25 OTHER CHANGE: 
26 REASON: 
27 /DESCR: 
28 
02/05 IND/TRANSFERBE: 
03/06 BUB NAl"'E/TRFEE: 

04/07 ADDRESS: 
CITY: 

29 ASSIGNOR: 
PROV: 

06 SECURED PARTY/LIEN Cr,AIMANT/ASSlGNEE 

09 ADDRESS 
CITY 

CONS. 
GOODS INVTRY EQUIP ACCTS OTHER 

10 
11 
12 
13 
14 
15 
16 NAME : AIRD & BERLIS LLP 

PROV 
MV 

INCL 

OCN: 

POSTAL CODE: 

POSTAL CODE : 

AMOUNT 
DATE OF NO FIXED 
MATURITY OR MAT DATE 

17 ADDRESS 181 BAY STREET, SUITE 1800, BOX# 754 
CITY : TORONTO PROV : ON POSTAL CODE M5J2T9 

Page 3 
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FAtvliLY 
SEARCH 

2 OF 6 
BD SINO-FOREST CORPORATION 

ENQUIRY PAGE 

00 FILE NUMBER : 650314305 EXPIRY DATE : 03DEC 2013 STATUS : 

4 OF 

01 CAUTION FILING : PAGE : 001 OF 1 !'IV SCHEDULE ATTACHED 
REG NOM : 20091203 1055 1793 9576 REG TYP: P PPSA REG PERIOD: 5 

02 IND DOB : IND NAME: 
03 BUS NAME: SINO-FOREST CORPORATION 

OCN : 
04 ADDRESS 1208-90 BURNHAMTHORPB RD ~~ 

CITY MISSISSAUCIA PROV: ON POSTAL CODE: LSB3C3 
05 lND DOS IND NAME: 
06 BUS NAME: 

OCN 
07 ADDRESS 

CITY PROV: POSTAL CODE: 

OS SECURED PARTY/LIEN CLAIMANT : 
XEROX CANADA LTD 

09 ADDRESS 33 BLOOR ST. E. 3RD FLOOR 
CITY : TORONTO PROV: ON POSTAL CODE: 1114W3Hl 

8 

C~NS. MV DATE OF OR NO FIXED 
GOODS INVTRY. EQUIP ACCTS OTHER INCL 

10 X X 

ll 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 
13 
14 
15 
16 AGENT: XEROX CANADA LTD 

MODBL 

17 ADDRESS 33 BLOOR ST. E. 3RD FLOOR 
C1TY : TORONTO PROV: ON 

Page 4 

AMOUNT MATURITY tvlAT DATE 
X 

V.I.N. 

POSTAL CODE: M4W3Hl 
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FAMILY 
SEARCH 

3 OF 6 
BD SINO-FOREST CORPORATION 

ENQUIRY PAOE 

00 FILE NUMBER : 655022304 EXPIRY DA'l'E : 20JUL 2015 STATUS : 

5 OF 

01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED 
REG N~l : 200~0720 1615 1793 6086 REG TYP : P PPSA REG PERIOD: 6 

0 2 l ND DOB : IND NAt~E: 
03 BUS NAME : SINO-FOREST CORPORATION 

OCN : 
90 BURNHAMTHORPE ROAD WEST, SUITE 1208 04 ADDRBSS 

CITY MISS!SSAUGA PROV : ON POSTAL CODE: L5B3C3 
05 IND DOB 
06 BUS NAME : 

07 ADDRESS 
CITY 

IND NAME: 

08 SECURED PARTY/LIEN CLAIMANT : 

PROV: 

LAW DEBENTURE TRUST COMPANY OF NIDi YORK 
09 ADDRESS 400 MADISON AVENUE , 4TH FLOOR 

OCN 

POSTAL CODE: 

CITY : NEW YORK PROV : NY POSTAL CODE : 10017 

B 

CONS , MV DATE OF OR NO FIXED 
GOODS INVTRY. EQUIP ACCTB OTHER lNCL AMOUNT W\TURITY MAT DATB 

10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRI PTION 

MODEL V.I.N. 

13 PLEDGE OF SHARES OF CBRTAIN SUBSIDIARIES 0~ THE DEBTOR 
14 
1 5 
16 AGENT: AIRD & BERL!S LLP - SUSAN PAK 
17 ADDRESS 181 BAY STR8ET, SOITE 1800 

CITY : TORONTO PROV: ON 

Page 5 

POSTAL CODE: M5J2T9 
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FAMILY 
SEARCH 

4 OF 
BD 

6 ENQUIRY PAGE 
SINO-FOREST CORPORATION 

00 FILE NUMBER : 659079036 EXPIRY DATE : 03FEB 2016 STATUS : 

6 OF 

01 CAUTION FILING : PAGE : 001 OF l MV SCHEDULE ATTACHED 1 

REG NUM : 20100203 1535 1793 2023 REG TYP: P PPSA REG PERIOD: 6 
02 IND DOB : IND NAME: 
03 BUS NAME: SINO-FOREST CORPORATION 

OCN : 
04 ADDRESS 90 BURNHAMTHORPB ROAD WEST, SUITE 1208 

CITY MISSISSAUGA PROV: ON POSTAL CODE: L5B3C3 
05 IND DOB IND NAME: 
06 BUS NAME: 

07 ADDRESS 
CITY 

OB SECURED PARTY/LIEN CLAIMANT : 

PROV: 

LAW DEBENTURE TRUST COMPANY OP NEW YORK 
09 ADDRESS 400 MADISON AVENUE, 4TH FLOOR 

OCN 

POSTAL CODE: 

CITY : NEW YORK PROV: NY POSTAL CODE: 10017 
CONS. t4V DATE OF OR NO FIXED 
GOODS INVTRY. EQUIP ACCTS OTHER INCL 

10 X X 

11 
12 

YEAR 1-IAI<E 

GENERAL COLLATER~L DESCRIPTION 

MODEL 

AMOUNT MATORITY 

V.I.N. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DBBTOR 
14 
15 
16 AGENT: AIRD & BERLIS LLP (SPAK - 102288) 
17 ADDRESS 181 BAY STREET, SUI'.CE 1900 

CITY : TORONTO PROV: ON 

Page 6 

POSTAL CODE: M5J2T9 

MAT DATE 
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FAMILY 
SEARCH 

5 OF 6 
BD SINO-FOREST CORPORATION 

00 FILE NUMBER : 665186985 EXPIRY DATE : 1SOCT 

ENQUIRY PAGE 7 OF 

2020 STATUS : 
01 CAUTION FILING : PAGE : 001 OF l MV SCHEDULE ATTACHED 

REG NUM : 20101015 1215 1793 1245 REO 'l'YP: P PPSA REG PERIOD: 10 
02 IND DOB : IND NAM~: 
03 BUS NMIE: SINO-FOREST CORPORATION 

OCN : 
04 ADDRESS 90 BURNHAMTHORPB ROAD WEST, SUITE 1208 

CITY MISSISSAUGA PROV: ON 
05 IND DOB IND NAME: 
06 BUS NAME: 

07 ADDRESS 
CITY PROV: 

08 SECURED PARTY/LIEN CLAIMANT : 
LAW DEBENTURE TRUST COMPANY OF NEW YORK 

09 ADDRESS 400 MADISON AVENUE , 4TH FLOOR 

POSTAL CODE: LSB3C3 

OCN 

POSTAL CODE: 

CITY : NEW YORK PROV: NY POSTAL CODE: 10017 

8 

CONS . MV DATE OF 
GOODS INVTRY. BQUIP ACCTB OTHER INCL AMOUNT MATURITY 

OR NO FIXED 
MAT DATE 

10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 

MODEL V.I.N. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR. 
14 
15 
16 AGENT: AIRD & BERLIS LLP (RMK-106760) 
l 7 ADDRESS l 8 l BAY STREET, SUI'l'B 180 0 

CITY : TORONTO PROV: ON 

Page 7 

POSTAL CODE: M5J2T9 
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FAMILY 
SEARCH 

6 OF 6 
BD SINO-FOREST CORPORATION 

ENQUIRY PAGE 6 OF 8 

00 FILE NUMBER : 665928963 
01 CAUTION FILING : 

EXl'lRY DA'l'E : l7NOV 2016 STATUS : 
PAGE : 01 OF 001 

REG~~~ : 20101117 1007 1462 0113 REG TYP: P PPSA 
~1V SCHEDULE ATTACHED 

REG PERIOD: G 
02 lND DOB : IND NAME: 
03 BUS NAME: SINO- FORES'r CORPORATION 

OCN : 

04 ADDRESS 1208-90 BURNHAMTHORPE liD w 
CITY ~HSSISSAUGA PROV: ON POSTAL CODE: L5B3C3 

OS lND DOB IND NAME: 
06 BUS NAME: 

OCN 
07 ADDRESS 

CITY PROV: POSTAL CODE: 

09 SECURED PARTY/LIEN CLAIMANT : 
XEROX CANADA LTD 

09 ADDRESS 33 BLOOR ST. E. 3RD FLOOR 
CITY : TORONTO PROV: ON POSTAL CODE: M4W3Hl 

CONS. MV DATE OF OR NO FIXED 
GOODS INVTRY. EQUIP ACCTS OTHBR INCL At40UNT MATURITY Mli.T DATE 

10 X X X 
YEAR I•IAKE ~10DEL V.I .N, 

11 
12 
GENERAL COLLATERAL DESCRIPTION 
13 
14 
15 
16 AGENT: PPSA CANADA INC. - (3992} 
17 ADDRESS 110 SHEPPARD AVE EAST, SUITE 303 

CITY : TORONTO PROV: ON POSTAL CODE: M2N6Y8 

Page 8 

168 



Schedaie "A~ 

IN THE MATTER OF THE COlYIP.ANlES CB$DITORS' AKRANGEMENT ACT, R.$.C.1985, c. C-36, AS AMENDED AND lN THE 
MA'tl'ER OF SINO-FOREST CORI>ORATION 

Court File No. 

ONTAlllO 
sti:PERIOR COURT OF JUSTICE 

(CO:MMERCIAL LIST) 

Proceed:i:ngs commenced in Tor<mto 

'1NITIAL ORDER 

BENNE'IT JONES LLP 
One F.u:st CmladianPlace 
Suite 3400, P.O. Box 130 
T Ol'o:i:rto, OD,tari.O 
JM5ltlA4 

Robert W. Staley (LSUC #27115)) 
:Kevin Zych (LSUC #331291) 
Derek J. Bcll (LSUC ii43420J) 
Jonathan Bell (LSUC #55457P) 
!et 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 

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

THE HONOURABLE MR. 

JUSTICE MORA WETZ 

ONTARIO 

SUPERIOR COURT OF JUSTICE 
COMMERCIAL LlST 

) 
) 
) 

TUESDAY, THE 81
h 

DAY OF MAY, 2012 

.....-:--"t~-(;:i,1)-· l1~1._ THE MA ITER OF THE COJv!PANIES' CREDITORS 
,.{~~·· _ 5f.t?~NGEMENTACT, R.S.C. 1985, c. C-36, AS AMENDED 

(({_; - c:;; 

~ lrit~~.1tJ:N1'J'I THE MA TI'ER OF A PLAN OF COMPROMISE AND 
\g ('.:.r/1/AR t GEMENT OF SfNO-f.'OREST CORPORATION 
c::.<~A,t liJ 

....... \.. ,......__!::; ~ 
\~ ~- t of'! J si' 
~~-'-' ORDER 

(Third Party Stay) 

THTS MOTION, made by Sino-rorest Corporation (the ''Applicant") for an order 

addressing !he scope of the stay of proceedings herein was heard this day at 330 University 

Avenue, Toronto, Ontario. 

ON READING the Applicant's Notice of Motion and the materials summarized in 

Schedule "A" to the factum dared May 7, 2012, filed on behalf of the Monitor, as amended, 

including the affidavit of W. Judson Martin sworn April 23, 20t2 (the "Judson Affidavit"), and 

on hearing the submissions of counsel for FTf Consulting Canada [nc. in its capacity as monitor 

(the "Monitor"), in the presence of counsel for the Applicant, the Applicant's directors and 

officers named as defendants (the "Directors") in the Ontario Class Action (as defined in the 

Judson Affidavit), Ernst & Young LLP, the plaintiffs in 1he Ontario Class Action, the 

underwriters named as defendants in the Ontario Class Action (the "Undcnvritcrs") and BDO 

Limited and those other parties present, no one appearing for the other parties served with the 

Applicant's Motion Record, although duly served as appears from the affidavit of service, filed: 

17 0 





·2· 

SERVICE AND INTERPRETATION 

I. THIS COURT ORDERS that the time for service of the Notice of Motion and the 

Motion Record is hereby abridged and validated such that this Motion is properly returnable 

today and hereby dispenses with further service thereof. 

THIRD PARTY STAY AND TOLLING AGREEMENT 

2. THIS COURT ORDERS that no Proceeding (as defined in the initial order granted by 

this Court on March 30, 2012 (as the same may be amended fi'Om lime to time, the "Initial 

Order")) agail1St or in respect of the Applicant, the Business or the Property (each as defined in 

the Initial Order), including without limitation the Ontario Class Action and any litigation in 

which the Applicant and the Directors, or any of them, are defendants, shall be commenced or 

continued as against any other party to such Proceeding or between or amongst such other parties 

(cross-claims and third party claims if any), until and including the expiration of the Stay Period 

(as defined in the Initial Order and as the same may be extended from time to time), provided 

that, notwithstanding the foregoing and anything to the contrary in the Initial Order, there shall 

be no stay of any Proceeding against Poyry (Beijing) Consulting Co. Limited and/or any affiliate, 

any other Poyry entity, representative or agent. 

3. THIS COURT ORDERS that the Applicant is authorized to enter into agreements 

among the plaintiffs and defendants jn the Ontario Class Action and in the action styled as 

Guining Liu v. Sino-Forest Corporation el aL, bearing (Quebec) Court File No. 200-06-000132-

111 (the "Quebec Class Action"), providing for, among other things, the tolling of certain 

limitation periods, as it sees fit, subject to the Monitor's approval. 

MISCELLANEOUS 

4. THIS COURT ORDERS that this order is subject to any further order of the court on a 

motion of any party, and is without prejudice to the right of the parties in the Ontario Class 

Action to move or vary this order on or after September I, 2012. 

5. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or administrative body having jurisdiction in Canada, the United Slates, Barbados, the 

1 71 
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British Virgin Islands, Cayman Js\ands, Hong Kong, the People's Republic of China or in any 

other foreign jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and 

theit· respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory 

rmd administrative bodies are hereby respectfully requested to make such orders and to provide 

such assistance to the Applicant and to the Monitor, as an officer of the Court, as may be 

necessary or desirable to give effect to this Order, to grant representative status to the Monitor in 

any foreign proceeding, or 10 assist the Applicant and the Monitor and their respective agents in 

carrying out the tenns of this Order. 

ENTERED AT I iNSCRIT A 70A0Nl0 
ON/ BOOK NO: 
LE I DANS LE REGlSTRE NO.: 

MAY 11 2012 

172 





Court File No.: CY-12-9667-00CL 

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

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(Commerc.ial List) 

(PROCEEDfNG COMMENCED AT TORONTO) 

ORDER 

BENNETT JONES LLP 

Barristers and Solicitors 
1 First Canadian PJace 

100 King Street West, Suite 3400 
Toronlo ON M5X 1A4 

Rob Stanley (LSUC # 2711SJ) 
Kevin Zych (LSUC ##331291) 
Derek Bell (LSUC #43420J) 

Jonathan Bell (LSUC #55457P) 
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Court File No. CV-12-9667-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

MONDAY, THE 14th 

JUS'llCE MORA WETZ 

) 
) 
) DAY OF MAY, 2012 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS Al\.1ENDED 

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

CLAIMS PROCEDURE ORDER 

THIS MOTION, made by Sino-Forest Corporation (the ''Applicant") for an order 

establishing a claims procedure for the identification and determination of certain claims was 

heard this day at 330 University Avenue, Toronto, Ontario. 

ON READING the Applicant's Notice of Motion, the affidavit of W. Judson Martin 

swam on May 2, 2012, the Second Repo11 ofFTI Consulting Canada Inc. (the 11Monitor") dated 

April 30, 2012 (the "Monitor's Second Report") and the Supplemental Report to the Monitor's 

Second Report dated May 12, 2012 (the "Supplemental Report"), and on hearing the submissions 

of counsel for the Applicant, the Applicant's directors, the Monitor, the ad hoc committee of 

Noteholders (the "Ad Hoc Noteholders"), and those other parties present, no one appearing for 

the other parties served with the Applicant's Motion Record, although duly served as appears 

from the affidavit of service, filed: 

SERVICE 

1. THIS COURT ORDERS that the time for service of the Notice of Motion, the Motion 

Record, the Monitor's SeL:ond Report and the Supplemental Report is hereby abridged and 
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validated such that this Motion is properly returnable today and hereby dispenses with fintb.er 

service the1·eof. 

DEFINITIONS AND INTERPRETATION 

2. TI1e following tenns shall have the following meanings ascribed thereto: 

(a) "2013 and 2016 Trustee" means The Bank ofNew York Mellon, in its capacity as 

trustee for the 2013 Notes and the 2016 Notes; 

(b) "2014 and 2017 Tmstee" means Law Debenture Trust Company of New York, in 

its capacity as trustee for the 2014 Notes and the 2017 Notes; 

(c) "2013 Note Indenture" means the indenture dated as of July 23, 2008, by and 

between the Applicant, the entities listed as subsidiary guarantors thereto, and The 

Bank ofNew York Mellon, as trustee, as amended, modified or supplemented; 

(d) "2014 Note Indenture" means the indenture dated as of July 27, 2009 entered into 

by and between the Applicant, the entities listed as subsidiary guarantors thereto, 

and Law Debenture Trust Company of New York, as trustee, as amended, 

modified or supplemented; 

(e) "2016 Note Indenture" means the indenture dated as of December 17, 2009, by 

and between the Applicant, the entities listed as subsidiary guarantors thereto, and 

The Bank of New York Mellon, as trustee, as amended, modified or 

supplemented; 

(f) "2017 Note Indenture" means the indenture dated as of October 21, 2010, by and 

between the Applicant, the entities listed as subsidiary guarantors thereto, and 

Law Debenture Trust Company ofNew York, as trustee, as amended, modified or 

supplemented; 

(g) 112013 Notes'1 means the US$345,000,000 of 5.00% Convertible Senior Notes Due 

2013 issued pursuant to the 2013 Note Indenture; 
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(h) ''2014 Notes" means the US$399,517 ,000 of 10.25% Guaranteed Senior Notes 

Due 2014 issued pursuant to the 2014 Note Indenture; 

(i) "2016 Notes" means the US$460,000,000 of 4.25% Convertible Senior Notes Due 

2016 issued pursuant to the 2016 Note Indenture; 

U) "2017 Notes" means the US$600,000,000 of 6.25% Guaranteed Senior Notes Due 

2017 issued pursuant to the 2017 Note Indenture; 

(k) "Administration Charge" has the meaning given to that term in paragraph 37 of 

the Initial Order; 

(1) "BIA'' means the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as 

amended; 

{m) "Business Day" means a day, other than a Saturday or a S1U1day, on which banks 

arc generally open for business in Toronto, Ontario; 

{n) "CCAA" means the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-

36, as amended; 

(o) "CCAA Proceedings" means the proceedings commenced by the Applicant in the 

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

(p) 11CCAA Service List" means the service list in the CCAA Proceedings posted on 

the Monitor's Website, as amended from time to time; 

( q) "Claim" means: 

(i) any right or claim of any Person that may be asserted or made in whole or 

in part against the Applicant, whether or not asserted or made, in 

connection with any indebtedness, liability or obligation of any kind 

whatsoever, and any interest accrued thereon or costs payable in respect 

thereof, including by reason of the commission of a t01t (intentional or 

unintentional), by reason of any breach of contract or other agreement 
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(oral or written), by reason of any breach of duty (including any legal, 

statutory, equitable or fiduciary duty) or by reason of any right of 

ownership of or title to property or assets or right to a oust or deemed trust 

(statutory, express, implied, resulting, constructive or otherwise), and 

whether or not any indebtedness, liability or obligation is reduced to 

judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, 

disputed, undisputed, legal, equitable, secured, unsecured, present or 

future, lmown or unknown, by guarantee, surety or otherwise, and whether 

or not any right or claim is executory or anticipat01y in nature, including 

any right or ability of any Person (including Directors and Officers) to 

advance a claim for contribution or indemnity or otherwise with respect to 

any matter, action, cause or chose in action, whether existing at present or 

commenced in the future, which indebtedness, liability or obligation, and 

any interest acc1ued thereon or costs payable in respect thereof (A) is 

based in whole or in part on facts prior to the Filing Date, (B) relates to a 

time period prior to the Filing Date, or (C) is a right or claim of any kind 

that would be a claim provable in bankruptcy within the meaning of the 

BIA had the Applicant become bankrupt on the Filing Date, or an Equity 

Claim (each a "Prefiling Claim11
, and collectively, the 11Prefiling Claims"); 

(ii) a Restructuring Claim; and 

(iii) a Secured Claim; 

provided, however, that 11Claim11 shall not include an Excluded Claim, a D&O 

Claim or a D&O Indemnity Claim; 

(r) "Claimant" means any Person having a Claim, a D&O Claim or a D&O 

Indemnity Claim and includes the transferee or assignee of a Claim, a D&O 

Claim or a D&O Indemnity Claim transferred and recognized as a Claimant in 

accordance with paragraphs 46 and 47 hereof or a trustee, executor, liquidator, 

receiver, receiver and manager, or other Person acting on behalf of or through 

such Person; 
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(s) "Claimants' Guide to Completing the D&O Proof of Claim" means the guide to 

completing the D&O Proof of Claim form> in substantially the f01m attached as 

Schedule "E-2" hereto; 

(t) "Claimants' Guide to Completing the Proof of Claim, means the guide to 

completing the Proof of Claim form, in substantially the form attached as 

Schedule "E" hereto; 

(u) "Claims Bar Date" means June 20, 2012; 

(v) "Class11 means the National Class and the Quebec Class; 

(w) "Court'' means the Ontario Supe1ior Comi of Justice (Commercial List); 

(x) "Creditors' Meeting" means any meeting of creditors called for the purpose of 

considering and voting in respect of the Plan, if one is filed, to be scheduled 

pursuant to fiu1her order of the Court; 

(y) "D&O Claim" means, other than an Excluded Claim, (i) any right or claim of any 

Person that may be asserted or made in whole or in part against one or more 

Directors or Officers that relates to a Claim for which such Directors or Officers 

are by law liable to pay in their capacity as Directors or Officers, or (ii) any right 

or claim of any Person that may be asserted or made in whole or in part against 

one or more Directors or Officers, in that capacity, whether or not asserted or 

made, in connection with any indebtedness, liability or obligation of any kind 

whatsoever, and any interest accrued thereon or costs payable in respect thereof, 

including by reason of the commission of a tort (intentional or unintentional), by 

reason of any breach of contract or other agreement (oral or written), by reason of 

any breach of duty (including any legal, statutory, equitable or fiduciary duty) or 

by reason of any right of ownership of or title to property or assets or right to a 

trust or deemed tiust (statutory, express, implied, resulting, constructive or 

otherwise), and whether or not any indebtedness, liability or obligation, and any 

interest accrued thereon or costs payable in respect thereof, is reduced to 

judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, 
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disputed, undisputed, legal, equitable, secured, unsecured, present or future, 

known or unknown, by guarantee, surety or otherwise, and whether or not any 

right or claim is executory or anticipatory in nature, including any right or ability 

of any Person to advance a claim for contribution or indenmity from any such 

Directors or Officers or otherwise with respect to any matter, action, cause or 

chose in action, whether existing at present or commenced in the future, which 

indebtedness, liability or obligation, and any interest accrued thereon or costs 

payable in respect thereof (A) is based in whole or in pru.t on facts prior to the 

Filing Date, or (B) relates to a time period prior to the Filing Date; 

(z) "D&O Indemnity Claim" means any existing or future right of any Director or 

Officer against the Applicant which arose or arises as a result of any Person filing 

a D&O Proof of Claim in respect of such Director or Officer for which such 

Director or Officer is entitled to be indemnified by the Applicant; 

(aa) 11D&O Indemnity Claims Bar Date11 has the meaning set forth in paragraph 19 of 

this Order; 

(bb) 11D&O Indemnity Proof of Claim11 means the indemnity proof of claim in 

substantially the fonn attached as Schedule "F" hereto to be completed and filed 

by a Director or Officer setting forth its purported D&O Inde1IU1ity Claim; 

(cc) "D&O Proof of Claim11 means the proof of claim in substantially the form 

attached as Schedule 110-2" hereto to be completed and filed by a Person setting 

forth its purported D&O Claim and which shall include all supporting 

documentation in respect of such purported D&O Claim; 

(dd) "Directors" means anyone who is or was, or may be deemed to be or have been, 

whether by statute, operation oflaw or otherwise, a director or de facto director of 

the Applicant; 

(ee) ''Directors' Charge" has the meaning given to that term in paragraph 26 of the 

Initial Order; 
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(ff) 11Dispute Notice" means a written notice to the Monitor, in substantially the form 

attached as Schedule "B" hereto, delivered to the Monitor by a Person who has 

received a Notice of Revision or Disallowance, of its intention to dispute such 

Notice of Revision or Disallowance; 

(gg) "Employee Amounts" means all outstanding wages, salmies and employee 

benefits (including, employee medical, dental, disability, life insw-ance and 

similar benefit plans or arrangements, incentive plans, share compensation plans 

and employee assistance programs and employee or employer contdbutions in 

respect of pension and other benefits), vacation pay, commissions, bonuses and 

other incentive payments, termination and severance payments, and employee 

expenses and reimbursements, in each case incurred in the ordinary course of 

business and consistent with existing compensation policies and arrangements; 

(hh) "Equity Claim" has the meaning set forth in Section 2(1) of the CCAA; 

(ii) "Excluded Claim" means: 

(i) any Claims entitled to the benefit of the Administration Charge or the 

Directors' Charge, or any further charge as may be ordered by the Court; 

(ii) any Claims of the Subsidiaries against the Applicant; 

(iii) any Claims of employees of the Applicant as at the Filing Date in respect 

of Employee Amounts; 

(iv) any Post-Filing Claims; 

(v) any Claims of the Ontario Securities Commission; and 

(vi) any D&O Claims in respect of (i) though (v) above; 

Qj) "Filing Date" means March 30, 2012; 

1 80 



.. 

(kk) "Government Authority" means a federal, provincial, territorial, municipal or 

other govemment or government depru.iment, agency or authotity (including a 

court of law) having jUiisdiction over the Applicant; 

(11) "Initial Order" means the Initial order of the Honourable Mr. Justice Morawetz 

made March 30, 2012 in the CCAA Proceedings, as amended, restated or varied 

from time to time; 

(nun) "Known Claimants" means: 

(i) any Persons which, based upon the books and records of the Applicant, 

was owed monies by the Applicant as of the Filing Date and which monies 

remain unpaid in whole or in part; 

(ii) any Person who has commenced a legal proceeding in respect of a Claim 

or D&O Claim or given the Applicant written notice of an intention to 

commence a legal proceeding or a demand for payment in respect of a 

Claim or D&O Claim, provided that where a lawyer of record has been 

listed in connection with any such proceedings, the "Known Claimant" for 

the purposes of any notice required herein or to be given hereunder shall 

be, in addition to that Person, its lawyer of record; and 

(iii) any Person who is a party to a lease, contract, or other agreement or 

obligation of the Applicant which was restructured, terminated, repudiated 

or disclaimed by the Applicant between the Filing Date and the date of 

this Order; 

(nn) "Monitor's Website" has the meaning set forth in paragraph 12(a) of this Order; 

(oo) "National Class" has the meaning given to it in the Fresh As Amended Statement 

of Claim in the Ontario Class Action; 

(pp) "Note Indenture Trustees" means, coll~ctively, the 2013 and 2016 Trustee and the 

2014 and 2017 Tmstee; 
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(qq) "Notes" means, collectively, the 2013 Notes, the 2014 Notes, the 2016 Notes, and 

the 20 17 Notes; 

182 

(rr) "Noteholder" means a registered or beneficial holder on or after the Filing Date of 

a Note in that capacity, and, for greater certainty, does not include former 

registered or beneficial holders of Notes; 

(ss) "Notice of Revision or Disallowance" means a notice, in substantially the form 

attached as Schedule "A" hereto, advising a Person that the Monitor has revised or 

disallowed all or part of such Person's purported Claim, D&O Claim or D&O 

Indenulity Claim set out in such Person's Proof of Claim, D&O Proof of Claim or 

D&O Indemnity Proof of Claim; 

(tt) "Notice to Claimants" means the notice to Claimants for publication in 

substantially the form attached as Schedule 11C11 hereto; 

(uu) "Officers" means anyone who is or was, or may be deemed to be or have been, 

whether by statute, operation of law or otherwise, an officer or de facto officer of 

the Applicant; 

(vv) "Ontario Class Action: means the action commenced against the Applicant and 

others in the Ontario Superior Court of Justice, bearing (Toronto) Court File No. 

CV -11-431153-00CP; 

(ww) "Ontario Plaintiffs" means the Tmstees of the Labourers' Pension Fund of Central 

and Eastern Canada and the other named Plaintiffs in the Ontario Class Action; 

(xx) "Person" is to be broadly interpreted and includes any individual, finn, 

corporation, limited or unlimited liability company, general or limited partnership, 

association, trust, tmincorporated organization, joint venture, Government 

Authority or any agency, regulatory body, officer or instrumentality thereof or 

any other enljty, wherever situate or domiciled, and whether or not having legal 

status, and whether acting on their own or in a representative capacity; 
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(yy) "Plan" means any proposed plan of compromise or arrangement filed in respect of 

the Applicant pursuant to the CCAA as the same may be amended, supplemented 

or restated from time to time in accordance with its tenns; 

(zz) "Post-Filing Claims" means any claims against the Applicant that arose from the 

provision of authorized goods and services provided or otherwise incuned on or 

after the Filing Date in the ordinary course of business, but specifically excluding 

any Restructuring Claim; 

(aaa) ''Proof of Claim" means the proof of claim in substantially the form attached as 

Schedule "D" hereto to be completed and flled by a Person setting forth its 

purported Claim and which shall include all suppm1ing documentation in respect 

of such purported Claim; 

(bbb) "Proof of Claim Document Package" means a document package that includes a 

copy of the Notice to Claimants, the Proof of Claim form, the D&O Proof of 

Claim form, the Claimants' Guide to Completing the Proof of Claim form, the 

Claimants' Guide to Completing the D&O Proof of Claim form, and such other 

materials as the Monitor, in consultation with the ·Applicant, may consider 

approp1iate or desirable; 

(ccc) "Proven Claim" means the amount and Status of a Claim, D&O Claim or D&O 

Indcnmi.ty Claim of a Claimant as determined in accordance with this Order; 

( ddd) "Quebec Class" has the meaning given to it in the statement of claim in the 

Quebec Class Action; 

(eee) "Quebec Class Action" means the action conunenced against the Applicant and 

others in the Quebec Superior Court, bearing Court File No. 200-06-000132-111 ; 

(fff) "Quebec Plaintiffs" means Guining Liu and the other named plaintiffs in the 

Quebec Class Action; 

(ggg) "Restructuring Claim" means any right or claim of any Person that may be 

asserted or made in whole or in part against the Applicant, whether 01; not asserted 
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or made, in connection with any indebtedness, liability or obligation of any kind 

arising out of the restructuring, termination, repudiation or disclaimer of any 

lease, contract, or other agreement or obligation on or after the Filing Date and 

whether such restructuring, tem1ination, repudiation or disclaimer took place or 

takes place before or after the date of this Order; 

(hhh) "Restn.1cturing Claims Bar Date" means, in respect of a Restructuring Claim, the 

later of (i) the Claims Bar Date, and (ii) 30 days after a Person is deemed to 

receive a Proof of Claim Document Package pursuant to paragraph 12( e) hereof. 

(iii) ''Secured Claim" means that portion of a Claim that is (i) secUJed by security 

validly chargin g or encumbering property or assets of the Applicant (including 

statutory and possessor liens that create security interests) up to the value of such 

collateral, and (ii) duly and properly perfected in accordance with the relevant 

legislation in the appropriate jurisdiction as of the Filing Date; 

Gjj) "Status" means, with respect to a Claim, D&O Claim or D&O Indemnity Claim, 

or a purported Claim, D&O Claim or D&O Indenurity Claim, whether such claim 

is secured or unsecured; and 

(kkk) "Subsidiaries" means all direct and indirect subsidiaries of the Applicant other 

than Greenheart Group Limited (Bermuda) and its direct and indirect subsidiaries, 

and "Subsidiary" means any one of the Subsidiaries. 

3. THIS COURT ORDERS that all references as to time herein shall mean local time in 

Toronto, Ontario, Canada, and any reference to an event occurring on a Business Day shall mean 

prior to 5:00p.m. on such Business Day unless otherwise indicated herein. 

4. THfS COURT ORDERS that all references to the word "including" shall mean 

"including without limitation". 

5. THIS COURT ORDERS that all references to the singular herein include the plural, the 

plural include the singular, and any gender includes the other gender. 
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GENERAL PROVISIONS 

6. THIS COURT ORDERS that the Monitor, in consultation with the Applicant, is hereby 

authorized to use reasonable discretion as to the adequacy of compliance with respect to the 

manner in which forms delivered hereunder are completed and executed, and may, where it is 

satisfied that a Claim, a D&O Claim or a D&O Indemnity Claim has been adequately proven, 

waive strict compliance with the requirements of this Order as to completion and execution of 

such fmms and to request any further documentation from a Person that the Monitor, in 

consultation with the Applicant, may require in order to enable it to determine the validity of a 

Claim, a D&O Claim or a D&O Indemnity Claim. 

7. THIS COURT ORDERS that if any purported Claim, D&O Claim or D&O Indemnity 

Claim arose in a currency other than Canadian dollars, then the Person malcing the purported 

Claim, D&O Claim or D&O Indemnity Claim shall complete its Proof of Claim, D&O Proof of 

Claim or D&O Indemnity Proof of Claim, as applicable, indicating the amo1.n1t of the purported 

Claim, D&O Claim or D&O Indemnity Claim in such cwTency, rather than in Canadian dollars 

or any other currency. The Monitor shall subsequently calculate the amount of such purported 

Claim, D&O Claim or D&O Indemnity Claim in Canadian Dollars, using the Reuters closing 

rate on the Filing Date (as found at http://www.reuters.com/finance/currencies), without 

prejudice to a different exchange rate being proposed in any Plan. 

8. THIS COURT ORDERS that a Person making a purported Claim, D&O Claim or D&O 

Indemnity Claim shall complete its Proof of Claim, D&O Proof of Claim or Indemnity Proof of 

Claim, as applicable, indicating the amount of the purpotted Claim, D&O Claim or D&O 

Indemnity Claim without including any interest and penalties that would otherwise acciUe after 

the Filing Date. 

9. THIS COURT ORDERS that the fom1 and substance of each of the Notice of Revision or 

Disallowance, Dispute Notice, Notice to Claimants, the Proof of Claim, the D&O Proof of 

Claim, the Claimants' Guide to Completing the Proof of Claim, the Claimants' Guide to 

Completing the D&O Proof of Claim, and D&O Indemnity Proof of Claim substantially in the 

fonns attached as Schedules "A", "B", "C11
, "D", "D-2", "E'\ "E-2" and "F" respectively to this 

Order are hereby approved. Notwithstanding the foregoing, the Monitor, in consultation with the 
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Applicant, may from time to time make minor non-substantive changes to such fmms as the 

Monitor, in consultation with the Applicant, considers necessary or advisable. 

MONITOR'S ROLE 

10. THIS COURT ORDERS that the Monitor, in addition to its prescn'bed rights, duties, 

responsibilities and obligations under the CCAA and under the Initial Order, is hereby directed 

and empowered to take such other actions and fulfill such other roles as are autholized by this 

Order or incidental thereto. 

11. THIS COURT ORDERS that (i) in carrying out the terms of this Order, the Monitor shall 

have all of the protections given to it by the CCAA, the Initial Order, and this Order, or as an 

officer of the Court, including the stay of proceedings in its favour, (ii) the Monitor shall incur 

no liability or obligation as a result of the carrying out of the provisions of this Order, (iii) the 

Monitor shall be entitled to rely on the books and records of the Applicant and any info1mation 

provided by the Applicant, all without independent investigation, and (iv) the Monitor shall not 

be liable for any claims or damages resulting from any errors or omissions in such books, records 

or infmmation. 

NOTICE TO CLAIMANTS, DIRECTORS AND OFFICERS 

12. THIS COURT ORDERS that: 

1 8 6 

(a) the Monitor shall no later than five (5) Business Days following the making of 

this Order, post a copy of the Proof of Claim Document Package on its website at 

http://cfcanada.fticonsulting.com/sfc ("Monitors Website"); 

(b) the Monitor shall no later than five (5) Business Days following the making of 

this Order, send on behalf of the Applicant to the Note Indenture Tmstees (or to 

counsel for the Note Indenture Trustees as appears on the CCAA Service List if 

applicable) a copy of the Proof of Claim Document Package; 

(c) the Monitor shall no later than five (5) Business Days following the making of 

this Order, send on behalf of the Applicant to each of the Known Claimants a 

copy of the Proof of Claim Document Package, provided however that the 
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Monitor is not required to send Proof of Claim Document Packages to 

Noteholders; 

(d) the Monitor shall no later than five (5) Business Days following the making of 

this Order, cause the Notice to Claimants to be published in (i) The Globe and 

Mail newspaper (National Edition) on one such day, and (ii) the Wall Street 

Journal (Global Edition) on one such day; 

(e) with respect to Restructwing Claims arising from the restructuring, termination, 

repudiation or disclaimer of any lease, contract, or other agreement or obligation, 

the Monitor shall send to the counterparty(ies) to such lease, contract, or other 

agreement or obligation a Proof of Claim Document Package no later than five (5) 

Business Days following the time the Monitor becomes aware of the 

res1::t11cturing, tennination, repudiation or disclaimer of any such lease, contract, or 

other agreement or obligation; 

(f) the Monitor shall, provided such request is received by the Monitor prior to the 

Claims Bar Date, deliver as soon as reasonably possible following receipt of a 

request therefor a copy of the Proof of Claim Document Package to any Person 

requesting such material; and 

(g) the Monitor shall send to any Director of Officer named in a D&O Proof of Claim 

received by the Claims Bar Date a copy of such D&O Proof of Claim as soon as 

practicable along with an D&O Indemnity Proof of Claim form, with a copy to 

counsel for such Directors or Officers. 

13. THIS COURT ORDERS that the Applicant shall (i) infonn the Monitor of all Known 

Claimants by providing the Monitor with a list of all Known Claimants and their last known 

addresses according to the books and records of the Applicant and (ii) provide the Monitor with a 

list of all Directors and Officers and their last known addresses according to the books and 

records of the Applicant. 

14. THIS COURT ORDERS that, except as otherwise set out in this Order or other orders of 

the Court, neither the Monitor nor the Applicant is under any obligation to send notice to any 
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Person holding a Claim, a D&O Claim or a D&O Indemnity Claim, and without limitation, 

neither the Monitor nor the Applicant shall have any obligation to send notice to any Person 

having a security interest in a Claim, D&O Claim or D&O Indemnity Claim (including the 

holder of a secwity interest created by way of a pledge or a security interest created by way of an 

assignment of a Claim, D&O Claim or D&O Indemnity Claim), and all Persons (including 

Known Claimants) shall be bound by any notices published pursuant to paragraphs 12(a) and 

12(d) of this Order regardless of whether or not they received actual notice, and any steps taken 

in respect of any Claim, D&O Claim or D&O Indemnity Claim in accordance with this Order. 

15. THIS COURT ORDERS that the delivery of a Proof of Claim, D&O ProofofClaim, or 

D&O Indemnity Proof of Claim by the Monitor to a Person shall not constitute an admission by 

the Applicant or the Monitor of any liability of the Applicant or any Director of Officer to any 

Person. 

CLAIMS BAR DATES 

Claims and D&O Claims 

16. TillS COURT ORDERS that (i) Proofs of Claim (but not in respect of any Restructuring 

Claims) and D&O Proofs of Claim shall be filed with the Monitor on or before the Claims Bar 

Date, and (ii) Proofs of Claim in respect of Restructuring Claims shall be filed with the Monitor 

on or before the Restructuring Claims Bar Date. For the avoidance of doubt, a Proof of Claim or 

D&O Proof of Claim, as applicable, must be filed in respect of every Claim or D&O Claim, 

regardless of whether or not a legal proceeding in respect of a Claim or D&O Claim was 

commenced prior to the Filing Date. 

17. THIS COURT ORDERS that any Person that does not file a Proof of Claim as provided 

for herein such that the Proof of Claim is received by the Monitor on or before the Claims Bar 

Date or the Restructuring Claims Bar Date, as applicable, (a) shall be and is hereby forever 

barred from making or enforcing such Claim against the Applicant and all such Claims shall be 

forever extinguished; (b) shall be and is hereby forever barred from making or enforcing such 

Claim as against any other Person who could claim contribution or indemnity from the 

Applicant; (c) shall not be entitled to vote such Claim at the Creditors' Meeting in respect of the 
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Plan or to receive any distribution thereunder in respect of such Claim; and (d) shall not be 

entitled to any further notice in, and shall not be entitled to pa11icipate as a Claimant or creditor 

in, the CCAA Proceedings in respect of such Claim. 

18. THIS COURT ORDERS that any Person that does not file a D&O Proof of Claim as 

provided for herein such that the D&O Proof of Claim is received by the Monitor on or before 

the Claims Bar Date (a) shall be and is hereby forever barred from making or enforcing such 

D&O Claim against any Directors or Officers, and all such D&O Claims shall be forever 

extinguished; (b) shall be and is hereby forever barred from malting or enforcing such D&O 

Claim as against any other Person who could claim contribution or indemnity from any Directors 

or Officers; (c) shall not be entitled to vote such D&O Claim at the Creditors' Meeting or to 

receive any distribution in respect of such D&O Claim; and (d) shall not be entitled to any 

further notice in, and shall not be entitled to participate as a Claimant or creditor in, the CCAA 

Proceedings in respect of such D&O Claim. 

D&O Indemnity Claims 

19. THIS COURT ORDERS that any Director of Officer wishing to assert a D&O Indenurity 

Claim shall deliver a D&O Indemnity Proof of Claim to the Monitor so that it is received by no 

later than fifteen (15) Business Days after the date of receipt of the D&O Proof of Claim by such 

Director or Officer pursuant to paragraph 12(g) hereof (with respect to each D&O Indenurity 

Claim, the "D&O Indemnity Claims Bar Date"). 

20. THIS COURT ORDERS that any Director of Officer that does not file a D&O Indemnity 

Proof of Claim as provided for herein such that the D&O Indemnity Proof of Claim is received 

by the Monitor on or before the D&O fudemnity Claims Bar Date (a) shall be and is hereby 

forever barred from making or enforcing such D&O Indemnity Claim against the Applicant, and 

such D&O Indemnity Claim shall be forever extinguished; (b) shall be and is hereby forever 

barred from making or enforcing such D&O Indemnity Claim as against any other Person who 

could claim contribution or indemnity from the Applicant; and (c) shall not be entitled to vote 

such D&O Indemnity Claim at the Creditors' Meeting or to receive any distribution in respect of 

such D&O Indemnity Claim. 
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Excluded Claims 

21. THIS COURT ORDERS that Persons with Excluded Claims shall not be required to file 

a Proof of Claim in this process in respect of such Excluded Claims, unless required to do so by 

fmther order of the Comt. 

PROOFS OF CLAIM 

22. THIS COURT ORDERS that (i) each Person shall include any and all Claims it asserts 

against the Applicant in a single Proof of Claim, provided however that where a Person has taken 

assignment or transfer of a purported Claim after the Filing Date, that Person shall file a separate 

Proof of Claim for each such assigned or transfened purpotted Claim, and (ii) each Person that 

has or intends to asgert a right or claim against one or more Subsidia1ies which is based in whole 

or in part on facts, underlying transactions, causes of action or events relating to a purported 

Claim made against the Applicant shall so indicate on such Claimant's Proof of Claim. 

23. THIS COURT ORDERS that each Person shall include any and all D&O Claims it 

asserts against one or more Directors or Officers in a single D&O Proof of Claim, provided 

however that where a Person has taken assigrunent or transfer of a purported D&O Claim after 

the Filing Date, that Person shall file a separate D&O Proof of Claim for each such assigned or 

transfened purported D&O Claim. 

24. THIS COURT ORDERS that the 2013 and 2016 Trustee is authorized and directed to file 

one Proof of Claim on or before the Claims Bar Date in respect of each of the 2013 Notes and 

the 2016 Notes, indicating the amount owing on an aggregate basis as at the Filing Date under 

each of the 2013 Note Indenture and the 2016 Note Indenture. 

25. THIS COURT ORDERS that the 2014 and 2017 Trustee is authorized and directed to file 

one Proof of Claim on or before the Claims Bar Date in respect of each of the 2014 Notes and 

the 2017 Notes, indicating tl1e amount owing on an aggregate basis as at the Filing Date under 

each of the 2014 Note fudenture and the 2017 Note Indenture. 

26. Notwithstanding any other provisions of this Order, Noteho)ders are not required to file 

individual Proofs of Claim in respect of Claims relating solely to the debt evidenced by their 
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Notes. The Monitor may disregard any Proofs of Claim filed by any individual Noteholder 

claiming the debt evidenced by the Notes, and such Proofs of Claim shall be ineffective for all 

pmposes. The process for dete1mining each individual Noteholder's Claim for voting and 

distribution purposes with respect to the Plan and the process for voting on the Plan by 

Noteholders will be established by further order of the Court 

27. THIS COURT ORDERS that the Ontario Plaintiffs are, collectively, authorized to file, on 

or before the Claims Bar Date, one Proof of Claim and, if applicable, one D&O Proof of Claim, 

in respect of the substance of the matters set out in the Ontario Class Action, notwithstanding 

that leave to make a secondary niarket liability claim has not be granted and that the National 

Class has not yet been certified, and that members of the National Class may rely on the one 

Proof of Claim and/or one D&O Proof of Claim filed by the counsel for the Ontario Plaintiffs 

and are not required to file individual Proofs of Claim or D&O Proofs of Claim in respect of the 

Claims forming the subject matter of the Ontario Class Action. 

28. THIS COURT ORDERS that the Quebec Plaintiffs are, collectively, authorized to file, on 

or before the Claims Bar Date, one Proof of Claim and, if applicable, one D&O Proof of Claim, 

in respect of the substance of the matters set out in the Quebec Class Action, notwithstanding 

that leave to make a secondary market liability claim has not be granted and that the Quebec 

Class has not yet been certified, and that members of the Quebec Class may rely on the one 

Proof of Claim and/or one D&O Proof of Claim filed by the counsel for the Quebec Plaintiffs 

and are not required to file individual Proofs of Claim or D&O Proofs of Claim in respect of the 

Claims fmming the subject matter of the Quebec Class Action. 

REVIEW OF PROOFS OF CLAIM 

29. THIS COURT ORDERS that any Claimant filing a Proof of Claim, D&O Proof of Claim 

or D&O Inderrmity Proof of Claim shall clearly mark as "Confidential" any documents or 

portions thereof that that Person believes should be treated as confidential. 

30. THIS COURT ORDERS that with respect to documents or portions thereof that are 

marked "Confidential", the following shall apply: 
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(a) any information that is otherwise publicly available shall not be treated as 

"Confidential" regardless ofwhcther it is marked as such; 

(b) subject to the following, such infonnation will be accessible to and may be 

reviewed only by the Monitor, the Applicant, any Director or Officer named in 

the applicable D&O Proof of Claim or D&O Indemnity Proof of Claim and each 

of their respective counsel, or as othe1wise ordered by the Court ("Designated 

Persons") or consented to by the Claimant, acting reasonably; and 

(c) any Designated Person may provide Confidential lnfonnation to other interested 

stakeholders (who shall have provided non-disclosure undet1akings or 

agreements) on not less than 3 Business Days' notice to the Claimant. If such 

Claimant objects to such disclosure, the Claimant and the relevant Designated 

Person shall attempt to settle any objection, fai ling which, either party may seek 

direction from the Court 

31. TillS COURT ORDERS that the Monitor (in consultation with the Applicant and the 

Directors and Officers named in the D&O Proof of Claim, as applicable), subject to the tenns of 

this Order, shall review all Proofs of Claim and D&O Proofs of Claim filed, and at any time: 

(a) may request additional infmmation from a purpo11ed Claimant; 

(b) may request that a purported Claimant file a revised Proof of Claim or D&O 

Proof of Claim, as applicable; 

(c) may, with the consent of the Applicant and any Person whose liability may be 

affected or further order of the Court, attempt to resolve and settle any issue 

arising in a Proof of Claim or D&O Proof of Claim or in respect of a purported 

Claim or D&O Claim, provided that if a Director or Officer disputes all or any 

portion of a purported D&O Claim, then the disputed portion of such purpm1ed 

D&O Claim may not be resolved or settled without such Director or Officer's 

consent or further order of the Court; 
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(d) may, with the consent of the Applicant and any Person whose liability may be 

affected or further order of the Cou11, accept (in whole or in part) the amount 

and/or Status of any Claim or D&O Claim, provided that if a Director or Officer 

disputes all or any portion of a purported D&O Claim against such Director or 

Officer, then the disputed po11ion of such purp011ed D&O Claim may not be 

accepted without such Director or Officer's consent or further order of the Court; 

and 

(e) may by notice in writing revise or disallow (in whole or in pati) the amount 

and/or Status of any purported Claim or D&O Claim. 

32. TillS COURT ORDERS that where a Claim or D&O Claim has been accepted by the 

Monitor in accordance with this Order, such Claim or D&O Claim shall constitute such 

Claimant's Proven Claim. The acceptance of any Claim or D&O Claim or other determination of 

same in accordance with this Order, in full or in part, shall not constitute an admission of any 

fact, thing, liability, or quantum or status of any claim by any Person, save and except in the 

context of fue CCAA Proceedings, and, for greater cetiainty, shall not constitute an admission of 

any fact, thing, liability, or quantum or status of any claim by any Person as against any 

Subsidiary. 

33. THIS COURT ORDERS that where a purported Claim or D&O Claim is revised or 

disallowed (in whole or in part, and whether as to amount and/or Status), fue Monitor shall 

deliver to fue purported Claimant a Notice of Revision or Disallowance, attaching the form of 

Dispute Notice. 

34. THIS COURT ORDERS that where a purported Claim or D&O Claim has been revised 

or disallowed (in whole or in part, and whether as to amount and/or as to Status), the revised or 

disallowed purported Claim or D&O Claim (or revised or disallowed p01tion thereof) shall not 

be a Proven Claim until dctcnnined otherwise in accordance with the procedures set out in 

paragraphs 42 to 45 hereof or as otherwise ordered by the Court. 
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REVIEW OF D&O INDEMNITY PROOFS OF CLAIM 

35. THIS COURT ORDERS that the Monitor, subject to the tem1s of this Order, shall review 

all D&O Indemnity Proofs of Claim filed, and at any time: 

(a) may request additional infonnation from a Director of Officer; 

(b) may request that a Director or Officer file a revised D&O Indemnity Proof of 

Claim; 

(c) may attempt to resolve and settle any issue arising in a D&O Indemnity Proof of 

Claim or in respect of a purported D&O Indemnity Claim; 

(d) may accept (in whole or in part) the amm.mt and/or Status of any D&O Indemnity 

Claim; and 

(e) may by notice in writing revise or disallow (in whole or in pat1) the amount 

and/or Status of any purp011ed D&O Indemnity Claim. 

36. THIS COURT ORDERS that where a D&O Indemnity Claim has been accepted by the 

Monitor in accordance with this Order, such D&O Indemnity Claim shall constitute such 

Director or Officer's Proven Claim. The acceptance of any D&O Indemnity Claim or other 

determination of same in accordance with this Order, in full or in part, shall not constitute an 

admission of any fact, thing, liability, or quantum or Status of any claim by any Person, save and 

except in the context of the CCAA Proceedings, and, for greater cettainty, shall not constitute an 

admission of any fact, thing, liability, or quantum or Status of any claim by any Person as against 

any Subsidiary. 

3 7. THIS COURT ORDERS that where a purported D&O Indemnity Claim is revised or 

disallowed (in whole or in part, and whether as to amount and/or Status), the Monitor shall 

deliver to the Director or Officer a Notice of Revision or Disallowance, attaching the form of 

Dispute Notice. 

38. THIS COURT ORDERS that where a purported D&O Indemnity Claim has been revised 

or disallowed (in whole or in part, and whether as to amount and/or as to Status), the revised or 
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disallowed purported D&O Indemnity Claim (or revised or disallowed pm1ion thereof) shall not 

be a Proven Claim until determined othetwise in accordance with the procedures set out in 

paragraphs 42 to 45 hereof or as othetwise ordered by the Coru1. 

39. THIS COURT ORDERS that, notwithstanding anything to the contrary in this Order, in 

respect of any Claim, D&O Claim or D&O Indemnity Claim that exceeds $1 million, the 

Monitor and the Applicant shall not accept, admit, settle, resolve, value (for any purpose), revise 

or reject such Claim, D&O Claim or D&O Indemnity Claim witheu.t tbe ~QRBent of die Aci I"lo.c 
1\wJ"..ILavi 

...tfotehoJsl.,..,. EJtr\f the Court. ~ 

DISPUTE N6T~C~ I 
40. THIS COURT ORDERS that a purpm1ed Claimant who intends to dispute a Notice of 

Revision or Disallowance shall file a Dispute Notice with the Monitor as soon as reasonably 

possible but in any event such that such Dispute Notice shall be received by the Monitor on the 

day that is fourteen (14) days after such purported Claimant is deemed to have received the 

Notice of Revision or Disallowance in accordance with paragraph 50 of this Order. The filing of 

a Dispute Notice with the Monitor within the fomteen (14) day pe1iod specified in this paragraph 

shall constitute an application to have the amount or Status of such claim determined as set out in 

paragraphs 42 to 45 of this Order. 

41. THIS COURT ORDERS that where a purpo11ed Claimant that receives a Notice of 

Revision or Disallowance fails to file a Dispute Notice with the Monitor within the time period 

provided therefor in this Order, the amount and Status of such purported Claimant's purported 

Claim, D&O Claim or 0&0 Indemnity Claim, as applicable, shall be deemed to be as set out in 

the Notice of Revision or Disallowance and such amount and Status, if any, shall constitute such 

purported Claimant's Proven Claim, and the balance of such purported Claimant's purported 

Claim, D&O Claim, or D&O Indemnity Claim, if any, shall be forever batTed and extinguished. 

RESOLUTION OF CLAIMS, D&O CLAIMS AND D&O INDEMNITY CLAIMS 

42. THIS COURT ORDERS that as soon as practicable after the deli very of the Dispute 

Notice to the Monitor, the Monitor, in accordance with paragraph 31 (c), shall attempt to resolve 

and settle the purp011ed Claim or D&O Claim with the purported Claimant. 
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43. THIS COURT ORDERS that as soon as practicable after the delivery of the Dispute 

Notice in respect of a D&O Indemnity Claim to the Monitor, the Monitor, in accordance with 

paragraph 35(c), shall attempt to resolve and settle the purported D&O Indermlity Claim with the 

Director or Officer. 

44. THIS COURT ORDERS that in the event that a dispute raised in a Dispute Notice is not 

settled within a time period or in a matmer satisfactory to the Monitor, the Applicant and the 

applicable Claimant, the Monitor shaH seek direction from the Court, on the con·ect process for 

resolution of the dispute. Without limitation, the foregoing includes any dispute arising as to 

whether a Claim is or is not an "equity claim" as defmed in the CCAA. 

45. THlS COURT ORDERS that any Claims and related D&O Claims and/or D&O 

Indemnity Claims shall be determined at the same time and in the same proceeding. 

NOTICE OF TRANSFEREES 

46. THIS COURT ORDERS that neither the Monitor nor the Applicant shall be obligated to 

send notice to or otherwise deal with a transferee or assignee of a Claim, D&O Claim or D&O 

Indemnity Claim as the Claimant in respect thereof unless and until (i) actual written notice of 

transfer or assignment, together with satisfactory evidence of such transfer or assigrunent, shall 

have been received by the Monitor and the Applicant, and (ii) the Monitor shall have 

acknowledged in w1iting such transfer or assignment, and thereafter such transferee or assignee 

shall for all purposes hereof constitute the "Claimant" in respect of such Claim, D&O Claim or 

D&O Indemnity Claim. Any such transferee or assignee of a Claim, D&O Claim or D&O 

Indemnity Claim, and such Claim, D&O Claim or D&O Indemnity Claim shall be bound by all 

notices given or steps taken in respect of such Claim, D&O Claim or D&O Indemnity Claim in 

accordance with this Order prior to the written acknowledgement by the Monitor of such transfer 

or assignment. 

47. THIS COURT ORDERS that if the holder of a Claim, D&O Claim or D&O Indenmity 

Claim has transferred or assigned the whole of such Claim, D&O Claim or D&O Indemnity 

Claim to more than one Person or part of such Claim , D&O Claim or D&O Indemnity Claim to 

another Person or Persons, such transfer or assignment shall not create a separate Claim, D&O 
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Claim or D&O Indemnhy Claim and such Claim, D&O Claim or D&O Indemnity Claim shall 

continue to constitute and be dealt with as a single Claim, D&O Claim or D&O Indemnity Claim 

notwithstanding such transfer or assignment, and the Monitor and the Applicant shall in each 

such case not be bound to acknowledge or recognize any such transfer or assigrunent and shall be 

entitled to send notice to and to othetwise deal with such Claim, D&O Claim or D&O Indemnity 

Claim only as a whole and then only to and with the Person last holding such Claim, D&O Claim 

or D&O Indemnity Claim in whole as the Claimant in respect of such Claim, D&O Claim or 

D&O Indemnity Claim. Provided that a transfer or assignment of the Claim, D&O Claim or 

D&O Indemnity Claim has taken place in accordance with paragraph 46 of this Order and the 

Monitor has acknowledged in w1iting such transfer or assignment, the Person last holding such 

Claim, D&O Claim or D&O Indemnity Claim in whole as the Claimant in respect of such Claim, 

D&O Claim or D&O Indemnity Claim may by notice in writing to the Monitor direct that 

subsequent dealings in respect of such Claim, D&O Claim or D&O Indemnity Claim, but only as 

a whole, shall be with a specified Person and, in such event, such Claimant, transferee or 

assignee of the Claim, D&O Claim or D&O Indemnity Claim shall be bound by any notices 

given or steps taken in respect of such Claim, D&O Claim or D&O Indenmity Claim by or with 

respect to such Person in accordance with this Order. 

48. THIS COURT ORDERS that the transferee or assignee of any Claim, D&O Claim or 

D&O Indemnity Claim (i) shall take the Claim, D&O Claim or D&O Indemnity Claim subject to 

the rights and obligations of the transferor/assignor of the Claim, D&O Claim or D&O 

Indemnity Claim, and subject to the rights of the Applicant or Director or Officer against any 

such transferor or assignor, including any rights of set-off which the Applicant, Director or 

Officers had against such transferor or assignor, and (ii) cannot use any transferred or assigned 

Claim, D&O Claim or D&O Indemnity Claim to reduce any amount owing by the transferee or 

assignee to the Applicant, Director or Officer, whether by way of set off, application, merger, 

consolidation or otherwise. 
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DIRECTIONS 

49. THIS COURT ORDERS that the Monitor, the Applicant and any Person (but only to the 

extent such Person may be affected with respect to the issue on which directions are sought) 

may, at any time, and with such notice as the Comt may require, seek directions from the Court 

with respect to this Order and the claims process set out herein, including the forms attached as 

Schedules hereto. 

SERVICE AND NOTICE 

50. TillS COURT ORDERS that the Monitor and the Applicant may, unless otherwise 

specified by this Order, serve and deliver the Proof of Claim Document Package, and any letters, 

notices or other documents to Claimants, purported Claimants, Directors or Officers, or other 

interested Persons, by forwarding nue copies thereof by prepaid ordinary mail, courier, personal 

delivery or electronic or digital transmission to such Persons (with copies to their counsel as 

appears on the CCAA Service List if applicable) at the address as last shown on the records of 

the Applicant or set out in such Person's Proof of Claim, D&O Proof of Claim or D&O 

Indemnity Proof of Claim. Any such service or notice by courier, personal delivery or electronic 

or digital transmission shall be deemed to have been received: (i) if sent by ordinary mail, on the 

third Business Day after mailing within Ontario, the fifth Business Day after mailing within 

Canada (other than within Ontario), and the tenth Business Day after mailing internationally; (ii) 

if sent by courier or personal delivery, on the next Business Day following dispatch; and (iii) if 

delivered by electronic or digital transmission by 6:00p.m. on a Business Day, on such Business 

Day, and if delivered after 6:00p.m. or other than on a Business Day, on the following Business 

Day. Notwithstanding anything to the contrary in this paragraph 50, Notices of Revision or 

Disallowance shall be sent only by (i) facsimile to a number that has been provided in writing by 

the purported Claimant, Director or Officer, or (ii) courier. 

51. THIS COURT ORDERS that any notice or other communication (including Proofs of 

Claim, D&O Proofs of Claims, D&O [ndemnity Proofs of Claim and Notices of Dispute) to be 

given under this Order by any Person to the Monitor shall be in writing in substantially the fonn, 

if any, provided for in this Order and will be sufficiently given only if delivered by prepaid 

registered mail, courier, personal delivery or electronic or digital transmission addressed to: 
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FTI Consulting Canada Inc. 
Cou1t-appointed Monitor of Sino-Forest Corporation 
TD Waterhouse Tower 
79 Wellington Street West 
Suite 2010, P.O. Box 104 
Toronto, Ontatio M5K 108 

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

Any such notice or other communication by a Person shall be deemed received only upon actual 

receipt thereof during nonnal business hours on a Business Day, or if delivered outside of a 

nmmal business hours, the next Business Day. 

52. THIS COURT ORDERS that if during any period during which notices or other 

communications are being given pursuant to this Order a postal strike or postal work stoppage of 

general application should occur, such notices or other commu.nlcations sent by ordinary mail 

and then not received shall not, absent further Order of the Court, be effective and notices and 

other communications given hereunder during the course of any such postal strike or work 

stoppage of general application shall only be effective if given by comier, personal delivery or 

electronic or digital transmission in accordance with this Order. 

53. THIS COURT ORDERS that in the event that this Order is later amended by ftn1her 

order of the Court, the Monitor shall post such fwiher order on the Monitor's Website and such 

posting shall constitute adequate notice of such amended claims procedure. 

MISCELLANEOUS 

54. THIS COURT ORDERS that notwithstanding any other provision of this Order, the 

solicitation of Proofs of Claim, D&O Proofs of Claim and D&O Indemnity Proofs of Claim and 

the filing by a Person of any Proof of Claim, D&O Proof of Claim or D&O Indemnity Proof of 

Claim shall not, for that reason only, grant any Person any standing in the CCAA Proceedings or 

rights under the Plan. 

55 . THIS COURT ORDERS that the rights of the Ontario Plaintiffs and the Quebec Plaintiffs 

granted pursuant to paragraphs 27 and 28 of this Order are limited to filing a single Proof of 
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Claim and, if applicable, a single D&O Proof in respect o each of the National Class and the 

Quebec Class in these proceedings, and not for any o her pmpose. Without limiting the 

generality of the foregoing, the filing of any Proof of laim or D&O Proof of Claim by the 

Ontario Plaintiffs or the Quebec Plaintiffs pursuant to thi 

(a) is not an admission or recognition oft 1r ri t to represent the Class for any 

other pmpose, including with respect t ettlement or voting in these proceedings, 

the Ontario Class Action or the Quebec Class Action; and 

(b) is without prejudice to the right of the Ontario Plaintiffs and the Quebec Plaintiffs 

or their counsel to seek an order granting them rights of representation in these 

proceedings, the Ontario Class Action or the Quebec Class Action. 

56. THIS COURT ORDERS that nothing in this Order shall constitute or be deemed to 

constitute an allocation or assignment of Claims, D&O Claims, D&O Indenmity Claims, or 

Excluded Claims into particular affected or unaffected classes for the purpose of a Plan and, for 

greater certainty, the treatment of Claims, D&O Claims, D&O Indemnity Claims, Excluded 

Claims or any other claims are to be subject to a Plan and the class or classes of creditors for 

voting and distribution purposes shall be subject to the terms of any proposed Plan or further 

Order of the Cmn1. 

57. THIS COURT ORDERS that nothing in this Order shall prejudice the rights and 

remedies of any Directors or Officers or other persons under any existing Director and Officers 

or other insurance policy or prevent or bar any Person from seeking recourse against or payment 

from the Applicant's insurance and any Director's and/or Officer's liability insurance policy or 

policies that exist to protect or indemnify the Directors and/or Officers or other persons, whether 

such recourse or payment is sought directly by the Person asserting a Claim or a D&O Claim 

from the insurer or derivatively through the Director or Officer or Applicant; provided, however, 

that nothing in this Order shall create any rights in favour of such Person under any policies of 

insurance nor shall anything in this Order limit, remove, modify or alter any defence to such 

claim available to the insurer pursuant to the provisions of any insurance policy or at law. 
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58. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or ad.mi:nistrative body having jurisdiction in Canada, the United States, Barbados, the 

British Virgin Islands, Cayman Islands, Hong Kong, the People's Republic of China or in any 

other foreign jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and 

their respective agents in canying out the te1ms of this Order. All courts, tribLIDals, regulatory 

and administrative bodies are hereby respectfully requested to make such orders and to provide 

such assistance to the Applicant and to the Monitor, as an officer of the Coutt, as may be 

necessruy or desirable to give effect to this Order, to grant representative status to the Monitor in 

any foreign proceeding, or to assist the Applicant and the Monitor and their respective agents in 

carrying out the terms of this Order. 

z~oz ' ~ AV~ 
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SCHEDULE ''N' 

NOTICE OF REVISION OR DISALLO\V ANCE 

For Persons that have asserted Claims against Sino-Forest Corporation, 
D&O Claims against the Directors or Officers of Sino-Forest Corporation or D&O 

Indemnity Claims against Sino-Forest Corporation 

Claim Reference Number: 

TO: 
(Nmne of purported claimant) 

Defined tetms not defined in this Notice of Revision or Disallowance have the meaning ascribed 

in the Order of the Ontario Superior Court of Justice dated May 8, 2012 (the "Claims Procedure 

Order11
). All dollar values contained herein are in Canadian dollars unless other·wise noted. 

Pursuant to 31 of the Claims Procedure Order, the Monitor hereby gives you notice that it has 

reviewed your Proof of Claim, D&O Proof of Claim or D&O Indemnity Proof of Claim and has 

revised or disallowed all or part of your purported Claim, D&O Claim or D&O Indemnity Claim, 

as the case may be. Subject to further dispute by you in accordance with the Claims Procedure 

Order, your Proven Claim will be as follows: 

Amount as submitted Amount allowed by 
Monitor 

(original currency (in Canadian (in Canadian 
amount) dollars) dollars) 

A. Prefiling Claim $ $ $ 

B. Restructuring Claim $ $ $ 

C. Secured Claim $ $ $ 

D. D&OClaim $ $ $ 

E. D&O Indemnity Claim $ $ $ 

F. Total Claim $ $ $ 
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Reasons for Revision or Disallowance: 

SERVICE OF DISPUTE NOTICES 

If you intend to dispute this Notice of Revision or Disallowance~ you must, no later than 

5:00p.m. (prevailing time in Toronto) on the day that is fourteen (14) days after this Notice 

of Revision or Disallowance is deemed to have been received by you (in accordance with 

paragraph 50 of the Claims Procedure Order), deliver a Dispute Notice to the Monitor by 

registered mail, courier, personal delivery or electronic or digital transmission to the 

address below. In accordance with the Claims Procedure Order, notices shall be deemed to be 

received upon actual receipt thereof by the Monitor during normal business hours on a Business 

Day, or if delivered outside of normal business hours, on the next Business Day. The form of 

Djspute Notice is enclosed and can also be accessed on the Monitor's website at 

http://cfcanada.fticonsulting.com/sfc. 

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, Ontaiio M5K 1G8 

Attention: Jodi Porepa 
Telephone: (416) 649-8094 
E-mail: sfc@fticonsulting.com 
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IF YOU FAIL TO FILE A DISPUTE NOTICE WITHIN THE PRESCRIBED TIME 
PERIOD, TillS NOTICE OF REVISION OR DISALLOWANCE WILL BE BINDING 
UPON YOU. 

DATED at Toronto, tl:lls day of '2012. 

FTI Consulting Canada Inc., solely in its capacity as Court-appointed Monitor of Sino-Forest 
Corporation and not in its personal or corporate capacity 

Per: Greg Watson/ Jodi Porepa 
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SCHEDULE ''B'' 

DISPUTE NOTICE 

With respect to Sino-Forest Corporation 

Claim Reference Number: 

1. Particulars of Claimant: 

Full Legal Name of claimant (include trade name, if different): 

(the "Claimant") 

Full Mailing Address ofthe Claimant: 

Other Contract Information of the Claimant: 

Telephone Number: 

Email Address: 

Facsimile Number: 

Attention (Contact Person): 



2. 

3. 
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Particulars of original Claimant from whom you acquired the Claim, D&O 
Claim or D&O Indemnity Claim: 

Have you acquired this purported Claim, D&O Claim or D&O Indenmity Claim by 
assignment? 

Yes: D No: D 

If yes and if not already provided, attach documents evidencing assignment. 

Full Legal Name of original Claimant(s): 

Dispute of Revision or Disallowance of Claim, D&O Claim or D&O Indemnity 
Oaim, as the case may be: 

For the purposes of the Claims Procedure Order only (and without prejudice to the 
terms of any plan of arrangement or compromise), claims in a foreign currency will 
be converted to Canadian dollars at the exchange rates set out in the Claims 
Procedure Order. 

The Claimant hereby disagrees with the value of its Claim, D&O Claim or D&O 

Indemnity Claim, as the case may be, as set out in the Notice of Revision or 

Disallowance and asserts a Claim, D&O Claim or D&O Indemnity Claim, as the case 

may be, as follows: 

Amount allowed by Amount claimed by 
Monitor: Claimant: 

(Notice of Revision or (in Canadian Dollars) 
Disallowance) 

(in Canadian dollars) 

A. Prefiling Claim $ $ 

B. Resttucturing Claim $ $ 

C. Secured Claim $ $ 

D. D&O Claim $ $ 

E. D&O Indemnity Claim $ $ 

F. Total Claim $ $ 
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REASON(S) FOR THE DISPUTE: 

SERVICE OF DISPUTE NOTICES 

If you intend to dispute a Notice of Revision or Disallowance, you must, by no later than 

the date that is fourteen (14) days after the Notice of Revision or Disallowance is deemed to 

have been received by you (in accordance with paragraph 50 of the Claims Procedure 

Order), deliver to the Monitor this Dispute Notice by registered mail, courier, personal 

delivery or electronic or digital transmission to the address below. In accordance with the 

Claims Procedure Order, notices shall be deemed to be received upon actual receipt thereof by 

the Monitor during normal business hours on a Business Day, or if delivered outside of normal 

business hours, on the next Business Day. 

FTI Consulting Canada Inc. 
Cow1-appointed Monitor of Sino-Forest Corporation 
TD Waterhouse Tower 
79 Wellington Street West 
Suite 2010, P.O. Box 104 
Toronto, Ontario M5K 1G8 

Attention: Jodi Porepa 
Telephone: (416) 649-8094 
E-mail: sfc@fticonsulting.com 
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DATED this ___ dayof ________ _ , 2012. 

N arne of Claimant: 

Per: --------------------------Witness Name: 
Title: 
(please print) 



SCHEDULE "C" 

NOTICE TO CLAIMANTS 
AGAINST SINO-FOREST CORPORATION 

(hereinafter refened to as the "Applicant") 

RE: NOTICE OF CLAIMS PROCEDURE FOR THE APPLICANT PURSUANT TO 
THE COMPANIES'CREDITORSARRANGEMENTACT(the "CCAA") 

PLEASE TAKE NOTICE that this notice is being published pursuant to an Order of the Superior 
Court of Justice of Ontario made on May 8, 2012 (the "Claims Procedw:e Order"). Pw:suant to 
the Claims Procedure Order, Proof of Claim Document Packages will be sent to claimants by 
mail, on or before May 15, 2012, if those claimants are known to the Applicant. Claimants may 
also obtain the Claims Procedure Order and a Proof of Claim Document Package from the 
website of the Monitor at http://cfcanada.fticonsulting.com/sfc, or by contacting the Monitor by 
telephone (416-649-8094). 

Proofs of Claim (including D&O Proofs of Claim) must be submitted to the Monitor for any 
claim against the Applicant, whether unliquidated, contingent or otherwise, or a claim against 
any current or fonner officer or director of the Applicant, in each case where the claim (i) arose 
prior to March 30, 2012, or (ii) arose on or after M arch 30, 2012 as a result of the restructuring, 
temrination, repudiation or disclaimer of any lease, contract, or other agreement or obligation. 
Please consult the Proof of Claim Document Package for more details. 

Completed Proofs of Claim must be received by the Monitor by 5:00 p.m. (prevailing 
Eastern Time) on the applicable claims bar date, as set out in the Claims Procedure Order. 
It is your responsibility to ensure that the Monitor receives your Proof of Claim or D&O 
Proof of Claim by the applicable claims bar date. 

Certain Claimants are exempted from the requirement to fl.le a Proof of Claim. Among 
those claimants who do not need to me a Proof of Claim are individual notcholders in 
respect of Claims relating solely to the debt evidenced by their notes and persons whose 
Claims form the subject matter of the Ontario Class Action or the Quebec Class Action. 
Please consult the Claims Procedure Order for additional details. 

CLAIMS AND D&O CLAIMS WHICH ARE NOT RECEIVED BY THE APPLICABLE 
CLAIMS BAR DATE \VILL BE BARRED AND EXTINGUISHED FOREVER. 

DATED at Toronto this • day of •, 2012. 
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SCHEDULE "D" 

PROOF OF CLAIM AGAINST 
SINO-FOREST CORPORATION 

1. Original Claimant Identification (the "Claimant") 

Legal Name of Claimant _ ______ _______ _ Name of Contact _________ _ 

Address _ _____ _ _:_ ______ ____ _ Title ____________ _ 

Phone It ____ _______ _ 

Fax It _____ ______ _ _ 

City ________ _ _ Prov f State_ e-mail-------------

Postal/Zip code ______ _ 

2. Assignee, if claim has been assigned 

Full Legal Name of Assignee ____________ _ Name of Contact. ___ ______ _ 

Address __________________ ___ Phone# ___ _ ____ ___ __ 

Fax# ____________ _ 

City _________ _ Prov 1 State_ e-mail _____ ______ _ 

Postal/Zip code-------

3a. Amount of Claim 

The Applicant or Director or Officer was and stili Is Indebted to the Claimant as follows: 

210 

Currency Original Currency 
Amount 

Unsecured Restructuring Claim Secured Claim 

3b. Claim against Subsidiaries 

Prefiling Claim 

D 
D 
D 
0 
0 

D 
0 
0 
0 
0 

0 
0 
D 
0 
D 

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 your claim, and provide particulars of your 
claim against such Subsidiaries. 

0 Ijwe have a claim against one or more Subsidiary 
Name(s) of Subsidiaries 

Currency 
Original 
Currency Amount Amount of Claim 
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4. Documentation 

Provide all particulars of the Claim and supporting documentation, Including amount, and description oftransact!on(s) or 
agreement(s), or legal breach(es) giving rise to the Claim. 

5. Certification 

I hereby certify that: 

1. lam the Claimant, or authorized representative of the Claimant. 
2. I have knowledge of all the circumstances connected with this Claim. 
3. Complete documentation in support of this claim is attached. 

Name 

Tide __________________ _ 

Dated at _ ______ _ 

Signature _________________ _ 
this __ day of ____ ,..<-012 

Witness --------- ---------

6. Filing of Claim 

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

F1'1 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 1G8 

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

An electronic version of this form is avai lable at http://cfcanada.fticonsultlng.com/sfc. 
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SCHEDULE "D-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 t he f orm titled "Proof of Claim Against Sino-Forest Corporation", which is 
available on the Monitor's website at http:/ / cfcan ada.fticonsulting.com/ sfc. 

1. Original Claimant Identification (the "Claimant") 

Legal Name of Claimant _____ ____ ____ _ Name of Contact _______ _ _ 

Address ______________ _ __ _ Title ____ ___ ____ _ 

Phone# _ ______ ___ _ _ 

F~#---------------
City _ _ ___ ___ _ Prov I State_ e-mail _ ______ ____ _ 

Postal/Zip code, ______ _ 

2. Assignee, if D&O Claim has been assigned 

Pull Legal Name of Assignee------- ------ Name ofContac...__ _______ _ 

Address'--------- ----------
Phone# ___________ _ 

Fax II _______ _ _ __ _ 

wcy _ __________ __ Prov 1 State_ e-mail _ _ _________ _ 

Postal/Zip code-------

3. Amount of D&O Claim 

The Director or Officer was and still Is indebted to the Claimant as follows: 

D Jjwe have a claim against a Director(s) and/or Officer(s) 
Name(s) ofDirector(s) andjor Original 
Officer(s) Currency Currency Amount Amount of Claim 

4. Documentation 

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 0&0 Claim. 

5. Certification 

I hereby certify that: 

1. 1 am the Claimant, or authorized representative of the Claimant. 

212 



-3-
2. I have knowledge of all the circumstances connected with this 0&0 Claim. 
3. Complete documentation In support of this D&O Claim Is attached. 

Name 

Title __________________ _ 

Dated at _______ _ 

Signature - - - - --------------
this __ day of _____ 2012 

Witness----------------- -

6. Filing of D&O Claim 

This Proof of Claim must be r eceived by the Monitor by no later than 5:0 0 p.m. (prevailing 
Eastern Time) on June 20, 2012, by registered mail, courier, personal delivery or electronic or 
digital transmission at the following address: 

FTJ Consulting Canada Inc. 
Court-appointed Mon1torofSino-Forest Corporation 
TD Waterhouse Tower 
79 Wellington Street West 
Suite 2010, P.O. Box 104 
Toronto, Ontario MSK 1G8 

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

An electronic version ofthis form ts available at http://cfcanada.fticonsultlng.com/sfc 
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SCHEDULE "E" 

GUIDE TO COMPLETING THE PROOF OF CLAIM FOR CLAIMS AGAINST SINO
FOREST-CORPORATION 

This Guide has been prepared to assist Claimants in filling out the Proof of Claim with respect to 
Sino-Forest Corporation (the "Applicant"). If you have any additional questions regarding 
completion of the Proof of Claim, please consult the Monitor's website at 
http://cfcanada.fticonsulting.com/sfc or contact the Monitor, whose contact infonnation is shown 
below. 

Additional copies of the Proof of Claim may be found at the Monitor's website address noted 
above. 

Please note that this is a guide only, and that in the event of any inconsistency between the terms 
of this guide and the terms of the Claims Procedw·e Order made on May 8, 2012 (the 11Clairos 
Procedure Order"), the tenns of the Claims Procedure Order will govern. 

SECTION 1 - ORIGINAL CLAIMANT 

4. A separate Proof of Claim must be filed by each legal entity or person asserting a claim 
against the Applicant 

5. The Claimant shall include any and all Claims it asserts against the Applicant in a single 
Proof of Claim. 

6. The full legal name of the Claimant must be provided. 

7. If the Claimant operates under a different name, or names, please indicate this in a 
separate schedule in the suppmting documentation. 

8. If the Claim has been assigned or transferred to another party, Section 2 must also be 
completed. 

9. Unless the Claim is assigned or transferred, all future correspondence, notices, etc. 
regarding the Claim will be directed to the address and contact indicated in this section. 

10. Certain Claimants are exempted from the requirement to file a Proof of Claim. Among 
those claimants who do not need to file a Proof of Claim are individual notcholders in respect of 
Claims relating solely to the debt evidenced by their notes. Please consult the Claims Procedure 
Order for details with respect to these and other exemptions. 

SECTION 2- ASSIGNEE 

11. If the Claimant has assigned or otherwise transferred its Claim, then Section 2 must be 
completed. 

12. The full legal name of the Assignee must be provided. 
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13. If the Assignee operates under a different name, or names, please indicate this in a 
separate schedule in the supporting documentation. 

14. If the Monitor in consultation with the Applicant is satisfied that an assignment or 
transfer has occmTed, all future conespondence, notices, etc. regarding the Clain1 will be 
directed to the Assignee at the address and contact indicated in this section. 

SECTION 3A- AMOUNT OF CLAIM OF CLAIMANT AGAINST DEBTOR 

15. Indicate the amount the Applicant was and still is indebted to the Claimant. 

Currency, Original Currency Amount 

16. The amount of the Claim must be provided in the currency in which it arose. 

17. Indicate the appropriate currency in the Currency column. 

18. If the Claim is denominated in multiple currencies, use a separate line to indicate the 
Claim amount in each such cunency. If there are insufficient lines to record these amounts, 
attach a separate schedule indicating the required information. 

19. Claims denominated in a currency other than Canadian dollars will be converted into 
Canadian dollars in accordance with the Claims Procedure Order. 

Unsecured Prefiling Claim 

20. Check this box ONLY if the Claim recorded on that line is an unsecured pre filing claim. 

Restructuring Claim 

21. Check this box ONLY if the amount of the Claim against the Applicant arose out of the 
restructuring, tem1ination, repudiation or disclaimer of a lease, contract, or other agreement or 
obligation on or after March 30, 2012. 

Secured Claim 

Check this box ONLY if the Claim recorded on that line is a secured claim. 

SECTION 3B - CLAIM AGAINST SUBSIDIARIES 

22. Check this box ONLY if you have or intend to make a claim against one or more 
Subsidimies 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, and list the Subsidiaries against 
whom you assert your claim. 
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SECTION 4- DOCUMENTATION 

23. Attach to the claim form all particulars of the Claim and supporting documentation, 
including amount, description of tJ:ansaction(s) or agreement(s) or brcach(es) giving rise to the 
Claim. 

SECTION 5 ·CERTIFICATION 

24. The person signing the Proof of Claim should: 

(a) be the Claimant, or authorized representative of the Claimant. 

(b) have knowledge of all the circumstances connected with this Claim. 

(c) have a witness to its certification. 

25. By signing and submitting the Proof of Claim, the Claimant is asse1ting the claim against 
the Applicant. 

SECTION 6 N FILING OF CLAIM 

26. Tills Proof of Claim must be received by the Monitor by no later than 5:00 p.m. 
(prevailing Eastern Time) on June 20, 2 0 12. Proofs of Claim should be sent by prepaid ordinary 
mail, courier, personal delivery or electronic or digital transmission to 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 M5K 1 G8 

Attention: Jodi Porcpa 
Telephone: ( 416) 649-8094 
E-mail: sfc@fti.consulting.com 

Failure to file your Proof of Claim so that it is received by the Monitor by 5:00 p.m., on the 
applicable claims bar date will resnlt in your claim being barred and yon will be prevented 
from making or enforcing a Claim against tbc Applicant. In addition, you shall not be 
entitled to further notice in and shall not be entitled to pa1·ticipate as a creditor in these 
proceedings. 
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SCHEDULE "E-2" 

GUIDE TO COMPLETING THE PROOF OF CLAIM FOR CLAIMS AGAINST 
DIRECTORS OR OFFICERS OF SINO-FOREST-CORPORATION 

This Guide has been prepared to assist Claimants in filling out the D&O Proof of Claim against 
any Directors or Officers of Sino-Forest Corporation (the 11Applicant"). If you have any 
additional questions regarding completion of the Proof of Claim, please consult the Monitor's 
website at http://cfcanada.fticonsulting.com/sfc or contact the Monitor, whose contact 
infom1ation is shown below. 

The D&O Proof of Claim is to be used only by Claimants asserting a claim against a director 
and/or officer of Sino-Forest Corporation, and NOT for claims against Sino-Forest Corporation 
itself. For claims against Sino-Forest Corporation, please use the fonn titled "Proof of Claim 
Against Sino-Forest Corporation11

, which is available on the Monitor's website at 
http://cfcanada.fticonsulting.com/sfc. 

Additional copies of the D&O Proof of Claim may be found at the Monitor's website address 
noted above. 

Please note that this is a guide only, and that in the event of any inconsistency between the terms 
of this guide and the terms of the Claims Procedure Order made on May 8, 2012 (the "Claims 
Procedure Order"), the terms of the Claims Procedure Order will govem. 

SECTION 1 - ORIGINAL CLAIMANT 

27. A separate D&O Proof of Claim must be filed by each legal entity or person asserting a 
claim against any Directors or Officers of the Applicant. 

28. The Claimant shall include any and all D&O Claims it asserts in a single D&O Proof of 
Claim. 

29. The full legal name of the Claimant must be provided. 

30. If the Claimant operates under a different name, or names, please indicate this in a 
separate schedule in the supporting documentation. 

31. If the D&O Claim has been assigned or transferred to another pru.1y, Section 2 must also 
be completed. 

32. Unless the D&O Claim is assigned or transferred, all future correspondence, notices, etc. 
regarding the D&O Claim will be directed to the address and contact indicated in this section. 

SECTION 2 -ASSIGNEE 

33. If the Claimant has assigned or otherwise transferred its D&O Claim, then Section 2 must 
be completed. 

~,.7 
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34. The full legal name of the Assignee must be provided. 

35. If the Assignee operates w1der a different name, or names, please indicate this in a 
separate schedule in the supporting documentation. 

36. If the Monitor in consultation with the Applicant is satisfied that an assignment or 
transfer has occurred, all future coiTespondencc, notices, etc. regarding the D&O Claim will be 
directed to the Assignee at the address and contact indicated in this section. 

SECTION 3 - AMOUNT OF CLAIM OF CLAIMANT AGAINST DIRECTOR OR 
OFFICER 

37. Indicate the amount the Director or Officer is claimed to be indebted to the Claimant and 
provide all other request details. 

Currency, Original Currency Amount 

38. The amount of the D&O Claim must be provided in the cunency in which it arose. 

39. Indicate the appropriate currency in the Currency column. 

40. If the D&O Claim is denominated in multiple currencies, use a separate line to indicate 
the Claim amount in each such currency. If there are insufficient lines to record these amounts, 
attach a separate schedule indicating the required information. 

41. D&O Claims denominated in a currency other than Canadian dollars will be converted 
into Canadian dollars in accordance with the Claims Procedure Order. 

SECTION 4- DOCUMENTATION 

42. Attach to the claim form all particulars of the D&O Claim and supporting documentation, 
including amount, description of transaction(s) or agreement(s) or hreach(cs) giving rise to the 
D&O Claim. 

SECTION 5- CERTIFICATION 

43. The person signing the D&O Proof of Claim should: 

(a) be the Claimant, or authorized representative of the Claimant. 

(b) have knowledge of all the circumstances connected with this D&O Claim. 

(c) have a witness to its certification. 

44. By signing and submitting the D&O Proof of Claim, the Claimant is asse1ting the claim 
against the Directors and Officers identified therein. 
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SECTION 6 -FILING OF CLAIM 

45. The D&O Proof of Claim must be received by the Monitor by no later than 5:00 p.m. 
(prevailing Eastem Time) on June 20, 2012. D&O Proofs of Claim should be sent by prepaid 
ordinary mail, courier, personal delivery or electronic or digital transmission to the following 
address: 

FTI Consulting Canada Inc. 
Com1-appointed Monitor of Sino-Forest Corporation 
TD Waterhouse Tower 
79 Wellington Street West 
Suite 2010, P.O. Box 104 
Toronto, Ontario MSK 1 G8 
Attention: Jodi Porepa 
Telephone: (416) 649-8094 
E-mail: sfc@fticonsulting.com 

Failure to file your D&O Proof of Claim so that it is received by the Monitor by 5:00 p.m., 
on the applicable claims bar date will result in your claim being barred and you will be 
prevented from making or enforcing a D&O Claim against the any directors or officers of 
the Applicant. In addition, you shall not be entitled to further notice in and shall not be 
entitled to participate as a D&O claimant in these proceedings. 
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SCHEDULE " F" 

D&O INDEMNITY PROOF OF CLAIM 
SINO-FOREST CORPORATION 

1. Director and for Officer Particulars (the "Indemnitee") 

Legal Name of Indemnitee _______ ______ _ 

Address _ _ _ ______ ________ _ 
Phone#------------

F~# ____ _______ ___ 

City ___ _ ____ _ Prov I State_ c-mall _ _ _________ _ 

Postal/Ztp code _ _____ _ 

2. Indemnification Claim 

Posltlon(s) Held ____ ________________ _ 

Dates Posltion(s) Held: From ___ _ ____ to _ ______ _ 

220 

Reference Number of Proof of Claim with respect to which this D&O Indemnity Claim is made---- ------

Particulars of and basts for D&O Indemnity 

Claim·----- --------- ------ ------

(Provide all particulars of the D&O Indemnity Claim, including all supporting documentation) 

3 Filing of Claim 

This D&O Indemnity Proof of Claim and supporting documentation are to be returned to the Monitor within 
ten Business Days of the date of deemed receipt by the Director or Officer of the Proof of Cla im by registered 
mail, courier, personal delivery or electronic or d igital transmission at the following address: 

FTJ 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 1G8 

Attention: Jodi Porepa 
Telephone: (416) 649-8094 
E-mail: sfc@fticonsulting.com 
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FaiJure to me your D&O Indemnity Proof of Claim in accordance with the Claims Procedure Order will 
result in your D&O Indemnity Clalm being barred and forever extinguished and you will be prohibited 
from making or enforcing such D&O Indemnity Claim against the Applicant. 

Datedat ____ _ _ _ __, this ___ dayof ______ _, 2012. 

Per: ________________________ __ 

Name 

Signature: ---------------CFormer Director and/or Officer) 
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceedings commenced in Toronto 

ORDER 

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto. Ontario 
M5X 1A4 

Robert W. Staley (LSUC #271151) 
Kevin Zych (LSUC #331291) 
Derek J. Bell (LSUC #434201) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax:416-863-1716 

Lawyers for the Applicant 
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In pd11g this Order which coils for Claims. D&O Claims and D&O~t 
defined in the Claims Procedure Order). the parties acknowlt":dge that no dctcm1ination h.:ls been 
made as to argumenrs regarding quantum, classification or the cxtenl to which such claims can 
be compromised by a Plan and all rights nre reserved th~reunder. The rights of all parties to 
argue~ to lhe impact, if any. of the claim~ bnr and resoluti()n proc~ss under this Order in Cht! 
event that a Plan is not ullimntely successfully implemented nrc :\lso reserved. 

The Monitor has advised that i:IS part of this claims procedure, where it concludes a Claim. D&O 
Claim or D&O Indemnity Claim i!\ ;:,n l::quity Claim, it -..viii revise or <.li:mllow such claim!> O" thM 
basis pursu&mt to the Claims Procedure Ortler. 

In the event that Claims. D&O Claim~ and/or D&O Indemnity CJaim~ ure not resolved or 
othef'W'ise disposed of in these proceedings and the stay is terminated, then any 8dmi:\Sions. 
tindings of f(lct, decisions or other deJenninations made in accordance with this Order nnd the 
within claims process (whether by lhe Court, a CIL'Urns Officer, the Monitor. the A[>plicant or 
otherwise) shall no1 be binding on any ClaimMl or of any force OT efft:!ct nnd shull nor give •·isc 
to issue estoppd or be res judicata or be admissible in the Ontario Class Acrio11, the- Q\Jebec 
Cia.~ :;. Action or any simi)~ litigation alrc\idy commenced or which may be commenced in the 
future (the "Litigation"). 

To the extent the ~nay is tenninnted and the LitigZJtion procee:ds~ no finding of fact or decision M 
<~ C:laims Officer or of the Court made pursuant to this Order and the within c laim::> process and 
no determination of the validi1y and/or quantum of any Ctai m pursuant 10 th is Order, whether by: 
(i) failure lo deliver a Proof of Claim or a Dispute Notjcc within lhe time provid~::d in this Order; 
(ii) agreement of the applicoble parties; (iii) a C laim:. Officer; (iv) the: Coun ; or ( v) otherwise. 
shall b~ binding on any Claimant or shall give rise to issue. estoppel or bt! r~~ judicara or be 
~d01issible in 3ny Litigatio11 other tha11 with rcspecJ to parties rcka'ied in these proct:edings. 

For greater certainty, nothing In the preceding two paragraphs is intended to restrict the 
Appljcunt's or the Monitor ' s ability to seek foreign recognition of these proceedings or relief 
granted herein in. any jurisdiction, 

10~ . LAW\ 19 Ill I ?,7'..2 
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OTATION: Sino-Forest Corporation (Re), 2012 ONSC 4377 
COURT FILE NO.: CV ·12·9667-00CL 

DATE: 20120727 

SUPERIOR COURT OF JUSTICE- ONTARIO 

(COMMERCIAL LIST) 

RE: IN THE 1\'IATTER 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 CORPORA TJON, Applicant 

BEFORE: MORA WETZ J. 

COUNSEL: Robert W. Staley and Jonathan Bell, for tbe Applicant 

HEARD: 

Jennifer Starn, for the Monitor . 

Kenneth Dekker, for BDO Limited 

.Peter Griffin and Peter Osborne, for Ernst & Young LLP 

Benjamin Znrnctt, Robert Chadwick and Brendan O'Neill, for the Ad Hoc 
Committee of N oteholders 

.James Grout, for the Ontario Securities Commission 

Emily Cole and Joseph Marin~ for AUen Chan 

Simon Bieber, for David Horsley 

Dav.id Bish, Jobn Fabelio and Adam Slavens, for the Underwriters Named in 
the Class Action 

Max Starnino and Kirk Baert, for the Ontario Plaintiffs 

Larry Lowtn$tcjn, for the Board of Directors 
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Overview 

[l] Sino~Forest Corporation ( .. SFC'' or the "Applicant'') seeks an order directing that claims 
against SFC, which result from the ownership, purchase or sale of an equity interest in SFC, are 
"equity claims" as defined in section 2 of the Companies · Creditors Arrangement Act ("CCAA") 
including, without limitation: (i) the claims by or on behalf of current or fonner .shareholders 
asserted in the proceedings listed in Schedule "A" (collectively, the "Shareholder Claims"); and 
(ii) any indemnification claims against SFC related to or arising from the Shareholder Claims, 
including, without limitation, those by or on behalf of any of the other defcndan1s to the 
proceedings Jisted in Schedule .. An (the .. Related Indemnity CJaims''). 

(2) SFC takes the position that the Shareholder Claims are ''equity claims·• as defined in the 
CCAA. as they are claims in respect of a monetary loss resulting from the ownership, purchase or 
sale of an equity interest in SFC and, therefore, come within the definition. SFC also takes the 
position that the Related Indemnity Claims are '"equity claims~' as defined in the CCAA as they 
.are claims for contribution or indemnity io respect of a claim that is an equity claim and, 
therefore, also come within the deftnition. 

[3) On March 30, 2012, the court granted the Initial Order providing for the CCAA sU1y 
against SFC and certain of its subsidiaries. FTI Consulting Canada lnc. was appointed as 
Monitor. 

f4l On the same day, the Sales Process Order was granted, approving Sales Process 
procedures and authorizing and directing SFC, the Monitor and HouJihan Lokey to carry out 
the Sales Process. 

[5J On May 14, 2012, the court issued a Claims Procedl.lre Order, which established June 20, 
2012 as the Claims Bar Date. 

[6] The stay of proceedings has since been extended to September 28.2012. 

[7] Since the outset of the proceedings, SFC has taken the position that it is imp_ortant for 
these proceedings to be completed as ooon as possible in order to, among other things, (i) enable 
the business operated in the Peoples Republic of China e'PRCj to be separated from SFC and 
put under new ownership; (ii) enable the restructured business to participate in the Q4 sales 
season in the PRC market; and (iii) maintain the confidence of stakeholders in the PRC 
(including local and na1ional governmental bodies, PRC lenders and other stakeholders) that the 
business in the PRC can be successfully separated from SFC and operate in the oroinary course 
in the near future. 

[8] SFC has negotiated a Support Agreement with the Ad Hoc Committee of Noteholders 
and-intends to file a plan of compromise or arrangement (the 'lPJan") under the CCAA by no 
later than August 27, 2012, based on the deadline set out in the Support Agreement aod what 
they submit is the commercial reality that SFC must complete its restructuring as soon as 
possible. 
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[9} Noteholders holding .in excess of $1.296 billion~ or approximately 72% of the 
approximately $1.8 billion of SFC's noteholdcrs' debt, have t:Xecutcd written support 
agreements to support the SFC CCAA Plan as of March 30, 2012. 

Sh•neholde:r Claim~ A.~sertcd Against SFC 

(i) Ontario 

[10] By Fresh as Amended Statement of Claim dated Ap:rit 26) 2012 (the "Ontario Statement 
of Claim''), the Trustees of the Labourers• Pension Fund of Central and Eastern Canada and 
other plaintiffs asserted various claims in a class proceeding (the "Ontario Class Proceedings") 
against SFC. certain of its current and fonner officers and directors, Ernst & Young LLP 
( .. E& Y"), BDO Limited («BDO,.), Poyry (Beijing) Consulting Company Limited ( .. Poyry") and 
SFC's underwriters {collectively. the "Underwriters"). 

[11] Section l(m) ofthe Ontario Statement of Claim defines "class" and "class membefs'' as: 

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 securities include those 
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 S)no's Securities outside of 
Canada, except the Excluded Persons. 

[12} The term "Securities" is defined as "Sino'!:~ common shares, notes and other securities, as 
defined in the OSA". The term "Class Period" is defined as the period from and including 
March 19. 2007 up to and including June 2, 2011. · 

[131 The Ontario Class Proceedings seek damages in the amount of approximately $9.2 billion 
against SFC and the other defendants. 

[t4] The thrust of the complaint in the Ontario Class Proceedings is that the class members are 
alleged to have purchased securities at "inflated prices during the Class Period~' and that absent 
the alleged misconduct, sales of such securities "would have occurred at prices that reflected the 
troe value" of the securities. It is further alleged that 4'the price of Sino • s Securities was directly 
affected during the Class Period by the issuance of the Impugned Documents". 

(ii) Quebec 

(15] By action filed in Quebec on June 9, 2011. Guining Liu commenced an .action (the 
.. Quebec Class Proceedings,.) against SFC, certain of its current and fonner officers and 
directors, E&Y and Poyry. The Quebec Class Proceedings do not name BDO or the 
Undenvritcrs as defendants. The Quebec Class Proceedings also do not specify the quantum of 
damages sought, but rather reference ·"damages in an amount equal to the losses that it and the 
other members of the group suffered as a result of purchasing or acquiring securities of Sino at 
inflated prices during the Class Period". 
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[16] The complaints in the Quebec Class Proceed)ngs centre an the effect of alleged 
misrepresentations on the share price. The duty allegedly owed to the clas.s members is said to 
be based in "law and other provisions of the Securities Act", to ensure the prompt dissemination 
oftruthful. complete and accurate statements regarding SFC's business and affairs and to correct 
any previously-issued materially inaccurate gtatemcnts. 

(iii) Saskatchewan 

[ t 7] By Statement of Claim dated December 1, 2011 (the "'Saskatchewan Statement of 
Claim"), Mr. Allan Haigh commenced a:n action (the "Saskatchewan Class Proceedings") against 
SFC, Allen Chan and David Horsley. 

[ 18] TIJe Saskatchewan Statement of Claim does not specify the quantum of damages sought, 
but instead states jn more general terms that the plaintiff seeks .. aggravated. and compensatory 
damages against the defendants in an amount to be detennined at trial". 

[19] The Saskatchewan Class Proceedings focus on the effect of the alleged wrongful acts 
upon the trading price ofSFC's securities: 

The price of Sino's securities was dircctJy affected during the Class Period by the 
issuance of the Impugned Documents. The defendants were aware at all material 
times that the effect of Sino's disclosure docwnents upon the price of its Sino1s 
[sic] securities. 

(iv) New York 

[20] By Verified Class Action Complaint dated January 27, 2012, (the .. New York 
Complaint''), Mr. David U:apard and IMP Finance SA commenced a class proceeding against 
SFC, Mr. Allen Chan, Mr. David Horsley, !vlr. Kai Kit Poon, a subset ofthc Underwriters, E&Y, 
and Ernst & Young Global Limited (the "New York Class Proceedings"). 

[21] SFC contends that the New York. Class Proceedings focus on the effect of the alleged 
wrongful acts upon the trading price ofSFC's securities. 

[22] The plaintiffs in the various class actions have named parties other than SFC as 
defendants, notably, the UnderwriterS and the auditors, E&Y, and BOO, as swnmarized in the 
table below. The positions of those parties are detailed later in these reasons. 

Ontario Quebec Saskatchewan New York 

E&YLLP X X - X 

E&Y GlobaJ - - - X 

BDO X - - -

0 28 L.. ' 
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I~ I: I ~ I 
Legal Framework 

[23] Even before the 2009 amendments to the CCAA dealing with equity claims. courts 
recogni7..ed that there is a fun.damentaJ difference between shareholder equity claims as they 
relate to an insolvent entity versus creditor claims. Essentially. shareholders cannot reasonably 
expect to maintain a financial interest in an insolvent company where ~reditor claims are not 
being paid in full. Simply put, shareholders have no economic interest in an insolvent enterprise: 
Blue Range Resource Corp. (Re). (2004) 4 W.W.R. 738 (Alta. Q.B.) (Blue Range Resources]; 
Stelco Inc. (Re), (2006) CanLli 1773 (Ont. S.C.J.) [Stelco]; Royal Bank of Canada v. Central 
Capital Corp. (1996). 27 O.R. (3d) 494 {C.A.). 

[24] The basis for the differentiation flows from the fundamentally different nature of debt 
and equity investments. Shareholders have unlimited upside potential when purchasing shares. 
Creditors have no corresponding upside potential: Nelson Financial Group Limited (Re}, 2010 
ONSC 6229 [Nelson Financial]. 

[25] As a result, courts subordinated equity clrum~ and denied such claims a vote in plans or 
arrangement: Blue Range Resource, supra; Stelco, supra; EarthFirst Canada Inc. (Re) (2009), 56 
C.B.R. (5th) I 02 (Alta. Q.B.) [EarthFirst Canada]; and Nelson Financial, supra. 

[26] In 2009, significant amendments were made to the CCAA. Specific amendments were 
made with the intention of clarifying that equity claims arc subordinated to other claims. 

[27] The 2009 amendments define an "equity claim" and an "equity interest''. Section 2 of the 
CCM includes the following dcftnitions: 

"Equity Claim" means a claim that is in respect of an equity interest, including a 
chum for. among others,( ... ) 

(d) a monetary loss resulting from the ownership, purchase or sale 
of an equity interest or from the rescission, or, in Quebec, the 
annulment, of a purchase or sale of an equity interest, or 

(e) contribution or indemnity in respect of a claim referred to )n 
any of paragraphs (a) to (d); 

"Equity Interest" means 

(a) in the case of a company other than an income trust~ a share in the 
company - or a warrant or option or another right to acquire a share in the 
company - other than one that is derived from a convertible debt, 
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[28] Section 6(8) of the CCAA prohibits a distribution to equity claimants prior to payment in 
full of all non-equity claims. 

[29] Section 22(1) of the CCAA provides that equity claimants are prohibited from voting on 
a plan unless the court ol'ders otherwise. 

Position of Ernst & Young 

[30] E& Y opposes the relief sought, at least as against E& Y:) since the E& Y proof of claim 
evidence demonstrates in its view that E&Y's claim: 

(a) is not an equity clrum; 

(b) does not derive from or depend upon an equity claim (in whole or irt part); 

(c) represents discreet and independent causes of action as against SFC and its directors 
and officers arising from E&Y,s direct contractual relationship w.ith such parties (or 
certa)n of such parties) and/or the· tortious conduct of SFC and/or its directors and 
officers for which they are in law responsible to E&Y; and 

(d) can succeed independently of whether or not the claims of the plaintiffs in the class 
actions succeed. 

[31] Jn its factum, counsel to E&Y acknowledges that during the periods relevant to the Clas::; 
Action Proceedings, E&Y was retained as SFC's auditor and acted as such from 2007 untiJ it 
rcsjgned on April 5, 2012. 

(32] On J\Ule 2. 2011, Muddy Waters LLC ("Muddy Waters") issued a report which purported 
to reveal fraud at SFC. In the wake of that l'eport, SFC's share price plummeted and Muddy 
Waters profited from its short position. 

[33] E&Y was setved with a multitude of class action claims in numerous jurisdictions. 

[34] The plaintiffs in the Ontario Class Proceedings claim damages in the aggregate, as 
against aH defendants, of $9.2 billion on behalf of resident and non-resident shareholders and 
notcholders. The causes of actio11 alleged are both statutory, under the Securities Act (Ontario) 
and at common law, in negligence and negligent misrepresentation. 

[35) In its factum, counsel to E&Y acknowledges that the central claim in the class actions is 
that SFC made a series of misrepresentations in respect of its timber assets. The claims against 
E&Y and the other third party defendants are that they failed to detect these misrepresentations 
and note in particular that E&Y' s audit did not comply with Canadian generally accepted 
accounting standards. Shnilar claims are advanced in Quebec and the U.S. 

[3~] Counsel to E&Y notes that on May 14, 2012 the court granted a Claims Procedure Order 
which. among other things, requires proofs of claim to be filed no later than June 20, 2012. E&Y 
takes issue with the fact that this motion was then brought notwithstandjng that proofs of claim 

. and D&O proofs of claim had not yet been filed. 
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[37) E&Y has filed with the Monitor, in accordance with the Claims Procedure Order, a proof 
of claim against SFC and a proof of claim against the directors and officers of SFC. 

[38] E& Y takes the position that it has contractual claims of indemnification against SFC and 
its subsidiaries and has starutory and common law claims of contribution and/or indenmity 
against SFC and its subsidiaries for all relevant years. E&Y contends that it has stand-alone 
claims for breach of contract and negligent and/or fraudulent misrepresentation against the 
company and its directors and officers. 

(39] Counsel submits that E& Y' s claims against Sino-Forest and the SFC s1.1bsidiaries are: 

(a) creditor claims; 

(b) derived from E&Y retainers by and/or on behalf of Sino-Forest and the SFC 
subsidiaries and E&Y,s relationship with such parties, all of which are wholly 
independent and conceptually different from the claims advanced by the class action 
plaintiffs; 

(c) claims that include the cost of defending and responding to various proceedings1 both 
pre~ and post-filing; and 

(d) not equity cl~ms in the sense contemplated by the CCAA. E&Y's submission is that 
equity holders of Sin¢~Forest have not advanced, and could" not advance, any claims 
against SFC's subsidiaries. 

[40) Counsel further contends that E&Y's claim is distinct from any and all potential and 
actual claims by the p]aintiffs in the class actions against Sino~Forest and that E&Y's claim for 
contribution and/or indcnmity is not based on the claims against Sino-Forest advanced in the 
class actions but rather only in part on those claims, as any success of the plaintiffs in the cla:>$ 
actions against E&Y would not necessarily lead to success against Sino-Forest, and vice versa. 
Counsel contends that E&Y has a distinct claim against Sino~Forest independent of that of the 
plaintiffs in the class actions. The success of E&Y's claims against Sino-Forest and the SFC 
subsidiaries, and the success of the claims advanced by the class action plaintiffs, are not co
dependent. Consequently, counsel contends that E& Y' s claim is that of an unsecured creditor. 

(41) From a poJicy standpoint> counsel to E&Y contends that the nature of the relationship 
between a shareholder, who may be in a position to assert nn equity claim (in addjtion to other 
claims) is fundamentally different from the relationship existing between a corporation and its 
auditors. · 

Position of BDO Limited 

[42) BDO was auditor of Sino-Forest Corporation between 2005 and 2007, when it was 
repJnced by E&Y. 

[43] BOO has a filed a proof of claim against Sino-Forest pursuant to the Claims Procedure 
Order. 
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[44] BOO's claim against Sino-Forest is primarily for breach of contract. 

[45] BDO takes the position that its indemnity claims, similar to those advanced by E&Y and 
the Underwriters, are not equity claims within the meaning of s. 2 of the CCAA. 

[46) BOO adopts the submissions of E&Y which) for the purposes of this endorsement, arc 
not repeated. 

Position of the Undc.-wJ"itcrs 

[ 4 7] The Underwriters take the position that the court should not decide the equity claims 
motion at this time because it is prem~ture or, alternatively, if the court decides the equity claims 
motion, the equity claims order should not be granted because the Related Indemnity Claims are 
not "equity claims" as defmed in s. 2 of the CCAA. 

[48] The Underwriters are among die defendants named in some of the class actions. In 
connection with the offerings, certain Underwriters entered into agreements with Sino-Forest and 
certain of its subsidiaries providing that Sino-Forest and, with respect to certain offerings, the 
Sino-Forest subsidiary companies, agree to indemnify and hold hann1css the Underwriters in 
connection with an array of matters that could arise from the offerings. 

[ 49] The Underwriters raise the following issues: 

(i) 

(ii) 

Should this court decide the equity claims motion at this time? 

If this court decides the equity claims motion at this time, should the equity 
claims order be granted? · 

[50} On the first issue, counsel to the Uilderwriters takes the position that the issue is not yet 
ripe for determination. 

[51] Counsel submits that, by seeking the equity claims order .at this time, Sino~Forest is 
attempting to p~empt the Claims Procedure Order, which akeady provides a process for the 
detennination of claims. Until such time as the claims procedure in respect of the Related 
Indemnity Claims is completed, and those claims are detennined pursuant to that process, 
counsel contends the subject of the equity claims motion raises a merely hyPothetical question as 
the court is being asked to determine the proper interpretation ofs. 2 ofthe CCAA before it has 
the benefit of an actual claim in dispute before it. 

[52] Counsel further contends that by asking the court to render judgment on the proper 
interpretation of s. 2 of the CCAA in the hypothetical, Sino-Forest has put the court in a position 
where its judgment will not be made in the context of particular facts or with a full and complete 
evidentiary record, 

[53J Even if the court determines that it can decide this motion at this time, the Underwriters 
submit that the relief requested should not be granted. 
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Positi~n of the Applicant 

[54) The Applicant submits that the amendments to the CCAA relating to equity claims 
closely parallel existing U.S. law on the subject and that Canadian courts have looked to U.S. 
courts for guidance on the issue of equity claims as the subordination of equity claims has long 
been codified there: see e.g. Blue Range Resources, supra) and N~lson Financial, supra. 

[55] The Applicant takes the position that based on the plajn language of the CCAA, the 
Shareholder Claims are "equity claims" as defined in s. 2 as they are claims in respect of a 
"monetary loss resulting from the ownership, purchase or sale of an equity interest". 

[56] The Applicant also submits the following: 

(a) the Ontario, Quebec, Saskatchewan and New York Class Actions 
(co1Jectively1 tbe ''Class Actions,') all advance claims on behalf of 
shareholders. 

(b) the Class Actions also allege wrongful conduct that affected the trading price 
of the shares, in that the alleged misrepresentation "artificially inflated" the 
share price; and 

(c) the Class Actions seek damages relating to the trading price of SFC shares 
and. as such, allege a "monetary loss" that resulted f'(om the ownership, 
p'Utchase or sale ofshares, as defined ins. 2 of the CCAA. 

(57] Cou:osel further submits that) as the Shareholder Claims are "equity claims)', they are 
expressly subordinated to creditor claims and are prohibited from voting on the plan of 
arrangement. 

[58] Counsel to the Applicant also submits that the definition of "equity claims,~ in s. 2 of the 
CCAA expressly includes indemnity claims that relate to other equity claims. As such~ rhe 
Related Indemnity Claims are equity claims within the meaning of s. 2. 

[59] Counsel fwther submits that there is no distinction in the CCAA between the source of 
any claim for contribution or indemnity; whether by statute, common law, contractual or 
otherwise. Further, and to the contrary, counsel submits that the legal characterization of a 
contribution or indemnity claim depends solely on the characterization ofthe·primary clai.rn upon 
which contribution or indemnity is sought. 

[60] Counsel points out that in Return on Innovation Capital v. Gandi Innovations Limited, 
2011 ONSC 5018) leave to appeal denied) 2012 ONCA 10 [Return on Innovation] this court 
characterized the contractual indemnification claims of directors and officers in respect of an 
equity claim as "equity claims". 

[61] Counsel also submits that guidance on the treatment of underwriter and auditor 
indemnification claims can be obtained from the U.S. experience. In the U.S.1 courts have held 
that the indemnification claims of underwriters for liability or defence costs constitute equity 
claims that are subordinated to the claims of general creditors. Counsel submits that insofar as 
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the primary souree of liability )s characterized as an equity claim, so too is any claim for 
contribution and indemnity based on that equity claim. · 

(62] In this case, cotmsel contends, the Related Indemnity Claims are clearly claims for 
"contribution and indemnity1

' based on the Shareholder Claims. 

Position of the Ad Hoc Noteholders 

[63) Counsel to the Ad Hoc Notebolders submits that the Shareholder Claims are "equity 
claims" as they are claims in respect of an equity interest and are claims for "a monetary loss 
resulting from the ownershipt purchase or sale of an equity interest" per subsection (d) of the 
definition of 4'equity claims, in the CCAA. 

{64] Counsel further submits that the Related Indemnity Claims are also "equity claims" as 
they fall within the "clear and unambiguous,> language used in the definition of"equity claim'' in 
the CCAA. Subsection (e) of the definition refers expressly and without qualification to claims 
for ''contribution or indemnity" in respect of claims such as ilie Shareholder Claims. 

[65] Counsel furtlJer submits that had the legislature intended to qualify the feference to 
''contribution or indemnity" in order to exempt the claims of certain parties, it could have done 
so, but it did not. 

[66] Counsel also submits that, if the :plain language of sub!section (e) is not uphcl<4 
shareholders of SFC could potentially create claims to receive indirectly what they could not 
receive directly (i.e., payment in respect of equity claims through the Related Indemnity Claims) 
-a result that could not have been intended by the legislature as it would be inconsistent with the 
purposes of the CCAA. 

[67] Counsel to the Ad Hoc Notcholders also submits that, before the CCAA ronendmento; in 
2009 (the "CCAA Amendments''), courts subordinated claims on the basis of: 

(a) the general expectations of creditors and shareholders with respect to priority and 
assumption of risks; and · 

(b) the equitable principles and considerations set out in certain U.S. cases: see e.g. Blue 
Range Resources, supra. 

[68] Counsel further submits that, before the CCAA Amendments took effect, courts had 
expanded the types of claims characterized ~ equity claims; first to claims for damages of 
defrauded shareholders and then to contractual indemnity claims of shareholders: see Blue Range 
Resources, supra and EarthFirst Canada, ~upra. 

[69] Counsel for the Ad Hoc Noteholders also submits that indemnity claims of underwriters 
have been treated as equity claims in the United Stares, pursuant to section 510(b) of the U.S. 
Bankruptcy Code. This submission is detailed at paragraphs 20-25 of their factum which reads 
as follows: · 
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20. The desire to more closely align the Canadian approach to equity claims with 
the U.S. approach was among the consideratjons that gave rise to the codification 
of the treatment of equity claims. Canadian courts have also 1ooked to the U.S. 
law for guidance on th~ issue of equity claims where codification of the 
subordination of equity claims has been long-standing. 

Janis Sarra at p. 209, Ad Hoc Committee's Book of Authorities, Tab 10. 

Report of the Standing Senate Committee on Banking, Trade and 
Commerce, "Debtors and Creditors Sharing the Burden: A Review of the 
Bankruptcy and Insolvency Act and the Companies' Creditors 
Arrangcmenr act' (2003) at 158, [ ... ] 

Blue Range [Resources] at paras. 41-57 [ ... ] 

21. Pursuant to § 51 O(b) of the U.S. Bankruptcy Code) all creditors must be paid 
in full before shareholders are entitled to receive any distribution. § S I O(b) of the 
U.S. Bankruptcy Code and the relevant portion of§ 502, which is referenced in § 
SIO(b). provide~ follows: 

§ 510. Subordination 

(b) For the purpose of distribution under this title, a claim arising from 
rescission of a purchase or snle of a security of the debtor or of an affiliate 
of the debtor, for damages arising from the purchaSe or sale of such a 
security~ or for reimbursement or contribution allowed under 502 on 
account of such a clnim. shall be subordinated to all claims or interests that 
are senior to or equal the claim or interest represented by such securily, 
except that if such security is common stock, such claim has the same 
prioricy as co:m.rnon stock. 

§ 502. Allowance of claims or interests 

(e) (1) Notwithstanding subsections (a)) (b) and (c) of this section and 
paragraph {2) of this subsection, the court shall disaiJow any claim for 
reimbursement or contribution of an entity that is liable with the debtor on 
or bas secured the claim of a creditor, to the extent that 

(B) such claim for reimbursement or contribution is contingent as 
of the time of allowance or disallowance of such claim for 
reimbursement or contribution; or 

(2) A claim for reimbursement or contribution of such an entity that 
becomes fixed after the commencement of the case shall be determined, 
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and shall be allowed under subsection (a), (b), or (c) of this section, or 
disallowed under subsection (d) of this section. the same as if such claim 
had become fixed before the date of the filing of the petition. 

22. U.S. appellate courts have i:o.tetpreted the statutory I ;mguage in § 51 O(b) 
broadly to subordinate the claims of shareholders that have a. nexus or causal 
relationship to the purchase or sale of securities, including damages arising from 
alleged illegality in the sale or purchase of securities or from corporate 
misconduct whether predicated on pre or post-issuance conduct. 

Re Tf!legroup inc. (2002), 281 F. 3d 133- (Jrd Cir. U.S. Court of Appeals) 
[ ... ] 
American Broadcasting Systems Inc. v. Nugenr, U.S. Court of Appeals for 
the Ninth Circuit, Case Number 98-17133 (24 Janu.;~ry 2001) [ ... ] 

23. Further, U.S. courts have held that indemnification claims of underWriters 
against the corporation for liability or defence costs when shareholders or fonncr 
shareholders have sued underwriters constitute equity claims in the insolvency of 
the corporation that are subordinated to the claims of general creditors based on: 
(a) the plain language of§ 51 O(b ), which references claims for ''reimbursement or 
contribution" and (b) risk allocation as between general creditors and those parties 
that play a role in the purchase and sale of securities that give rise to the 
shareholder claims (i.e., directors, officers and underwriters). 

In re Mid-American Waste Sys., 228 B.R. 816, 1999 Bankr. LEXlS 27 
(Bankr. D. Del. 1999) [Mid-American] [ ... ] 

In re Jacom Computer Sarvs., 280 B.R. 570, 2002 Bankr. LEXIS 758 
(Bankr. S.D.N.Y. 2002) [ ... ) 

24. ln Mid-American. the Court stated the following with respect to the "plain 
language" of § SlO(b), its origins and the inclusion of "reimbursement or 
contribution" claims in that s~ion: 

... I find that the plain language of§ SJO(b). its legislative hi.story, and 
applicable case law clearly show that§ 510(b) intends to subordinate the 
indemnification claims of officers, directors, and underwriters for bolh 
liability and expenses incurred in connection with the pursuit of claims for 
rescission or damages by purchasers or sellers of the debtor's securities. 
The meaning of amended § 510(b), specifically the language ''for 
reimbursement or contnoution ... on account of [a claim arising from 
rescission or damages arising from-the purchase or sale of a security]," can 
be discerned by a plain reading of its language . 

... it is readily apparent that the ntionnle for section 510(b) is not limited 
to preventing shareholder claimants from improving tbeir position vis-a-

236 
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vis general creditors; Congress also made the decision to subordinate 
based on risk allocation. Consequently, ·when Congre.~·s amended§ 51 O(b) 
to add reimbursement and contribution claims, it was not radically 
departing from an equityholder claimant treatment provision, as Nat West 
suggests; it simply added to the subordination trentmant new classes of 
persons and entities involved with the securities transactions giving rise to 
the rescission and damage claims. The 1984 amendment to§ 510(b) is a 
logical extension of one of the rationales for the original section -
because Congress intended the holders of securities law claims to be 
subordinated, why nor also subordinate claims of other parries (e.g .. 
officers an.d directors and underwriters) who play a role in the purchase 
and sale transactions which give rise to the securities law claims? As I 
view it, in 1984 Congress made a legislative judgment that claims 
emanating from tainted securities law transactions should not have ·the 
same priority as the claims of general creditors of the estate. [emphasis 
added] 

[ ... ) 

25. Further. the U.S. courts have held that the degree of culpability of the 
respective parties is a non-issue in the disallowance of clajms for indemnification 
ofWiderwriters; the equities are meant to benefit the debtor's direct creditors, not 
secondarily liable creditors with contingent claims. 

In re Drexel Burnham Lambert Group, 148 B.R. 982, 1992 Bankr. LEX1S 
2023 (Bankr. S.D.N.Y. 1992) [ ... ) 

P .014 

[70] Counsel submits that there is no principled basis for treating indemnification claims of 
auditors differently than those of underwriters. 

Analysi$ 

Is it Premature 10 Determine the Issue? 

[71] The class action litigation was commenced prior to the CCAA Proceedings. It is clear 
that the claims of shareholders as set out in the class action claims against SFC :uc "equity 
claims, within the meaning of the CCAA. 

[721 In my view, this issue is not premature for determination) as is submitted by the 
Underwriters. 

[73J The Class Action Proceedings preceded the CCAA Proceedings. It has been clear since 
the outset ofthe CCAA Proceedings that this issue- namely, whether the claims ofE&Y, BOO 
and the Underwriters as against SFC, would be considered "equity claims,, - would have to be 
determined. 
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[74) It has also been clear from the outset of the CCAA Proceedings, that a Sales Process 
would be undertaken and the expected proceeds arising from the Sales Process would generate 
proceeds insufficient to satisfy the claims of creditors. 

[75] The Claims Procedure is in place but. it seems to me that the issue that has been placed 
before the court on this motion can be determined independently of the Claims Procedure. l do 
not accept that any party can be said to be prejudiced if this threshold issue is detennined at this 
time. The threshold issue does not depend upon a determination of quantification of any claim. 
Rather, its effect will be to establish whether the claims ofE&Y, BDO and the Underwriters will 
be subordinated pursuant to the provisions of the CCAA. This is independent from a 
determination as to the validity of any claim and the quantification thereof. 

Should th~ Equity Claims Order' be Granted? 

(76] I am in agreement with the submission of counsel for the Ad Hoc Noteholders to the 
effect that the characterization of claims for indemnity turns on the characterization of the 
underlying primary claims. 

[77] ln my view, the claims advanced in the Shareholder Claims are clearly equity claims. 
The Shareholder Claims underlie the Related Indemnity Claims. 

[78] In my view, the CCAA Amendments have codjfied the treatment of claims addressed in 
pre-amendment cases and have further broadened the scope of equity claims. 

[79] The plain language in the definition of "equity claim .. does not focus on the idetJtity of 
the claimant. Rather, it focuses on the nature of the claim. In this case, it seems clear that the 
Shareholder Claims led to the Related Indemnity Claims. Put another way, the inescapable 
conclusion is that the Related Indemnity Claims are being used to recover an equity investment. 

[80] The plajn language of the CCAA dictates the outcome. namely, that the Shareholder 
Claims and the Related Indemnity Claims constitute "equity claims'' within the meaning of the 
CCAA. This conclusion is consistent with the trend towards an expansive interpretation of the 
definition of .. cquity claimsH to achieve the purpose of the CCAA. 

[81] tn Reiurn on innovation, Newbould J. characterized the contractual indemnification 
claims of directors and officers as "equity claims". The Court of Appeal denied leave to appeal. 
The analysjs in Return on Innovation leads to the conclusion that the Related Indemnity Claims 
aTe also eqwty claims under the CCAA. 

[82] It would be to1ally inconsistent to· arrive at a conclusion that would enable either the 
auditors or the Underwriters, through a claim for indemnit]eation, to be treated as creditors when 
the underlying actions of the shareholders carutot achieve the same status. To hold otherwise 
would indeed provide an indirect remedy where a direct remedy is not available. 

[83] Further, on the issue of whether the claims of E&Y~ BOO and the Underwriters fall 
within the definition of equity claims, there ate, in my view, two aspects of these claims and it is 
necessary to keep them conceptually separate. 
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[84] The first and most significant aspect of the claims of E&Y, l3DO and the Underwriters 
consti:tutes an "equity claim" within the meaning of the CCAA. Simply put, but for the Class 
Action Proceedings, it is inconcejvable that claims oftbis magnitude would have beert launched 
by E&Y, BOO and the Underwriters as ag~nst SFC. The class action plaiqtiffs have launched 
their actions against SFC, the auditors and the Underwriters. In turn, E&Y, BOO and tbe 
Underwriters have laW1ched actions against SFC and its subsidiaries. The claims of the 
shareholders are clearly .. equity claims" and a plain reading of s. 2(1 )(e) of the CCAA leads to 
the same conclusion with respect to the claims of E& Y. BDO and the Underwriters. To hold 
otherwise, would, as stated above, lead to a result that is inconsistent with the principles of the 
CCAA. lt would potentially put the shareholders in a position to achieve creditor status through 
their claim agajn.st E&Y~ BDO and the Underwriters even though a direct claim against SFC 
would rank as an "equity claim". 

[85] I also recognize that the legal construction of the claims of the auditors and the 
Underwriters a$ against SFC is different than the claims of the shareholders against SFC. 
However, that distinction is not, in my view, reflected in the language of the CCAA which 
makes no distinction based on the status of the party but rather focuses on the substanee of the 
claim. 

(86) Critical to my analysis of this issue is the statutory language and the fact that the CCAA 
Amendments came into force after the cases relied upon by the Underwriter~ and the: auditors. 

[87) It has been argued that the amendments did nothing more than codify pre-existing 
common law. In many respects. I accept this submission. However, I am unable to accept this 
submission when considering s. 2( I) of the CCAA, which provides clear and specific language 
directing that "equity claim" means a claim that is in respect of an equity interest, including a 
claim for, among other things, "(e) contribution or indemnity in respect of a claim referred to in 
any of paragraphs (a) to (d)". 

[88] Given that a shareholder claim falls within s. 2(l)(d), the plain words of subsections (d) 
and (e) lead to the conclusions that I have set OT.J.t above. · 

[89] r fail to see how the very clear words of subsection (e) can be seen to be a codification of 
existing Jaw. To arrive at the conclusion put forth by E&Y, BDO and the Underwriters would 
require me to ignore the specific words that Parliament has recently enacted. 

(90] 1 cannot agree with the position put forth by the Underwriters or by the auditors on this 
point. 111e plain wording of the statute has persuaded me that it does not matter whether an 
indemnity ~Jaim js seeking no more than allocation of fault and contribution at common law, or 
whether there is a free-standing contribution and indemnity claim based on contracts. 

[91) However, that is not to say that the fuJI amount of the claim by the auditors and 
Underwriters can be characterized, at this time, as an 4'equity claim)'. 

[92) The second aspect to the claims of the auditors and underwriters can be illustrated by the 
following hypothctiC3l: if the claim of the shareholders does not succeed against the class action 
defendants, E&Y, BDO and the Underwriten; wiii not be liable to the class action plaintiffs. 
However, these parties may be in a position to demonstrate that they do have a claim against 
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SFC for the costs of defending those actions. which claim does not arise as a result of 
.. contribution or indemnity in respect of an equity claim". 

[93] It could very well be that each of E&Y> BDO and. the Underwriters have expended 
significant amounts in defending the claims brought by the class nction plaintiffs which, in tum, 
could give rise to contractual claims as against SFC. If there is no successful equity claim 
brought by the class action plaintiffs, it is arguable that any claim of E&Y, BDO and the 
Underwriters may legitimately be characterized as a cJrom for contribution or indemnity but not 
necessarily in respect of an equity claim. If so, there is no prlneipled·basis for subordinating this 
portion of the claim. At this point in time, the quantification of such a clairn cannot be 
detennined. This must be determined in accordance with the Claims Procedure. 

[94) However, it must be recognized that, by far the most significant part of the claim, is an 
"equity claim". 

[95] In arriving at this determination, l have taken into account the arguments set forth by 
E& Y, BDO and the Underwriters. My conclusions recognj~ the separate aspects of the Related 
Indemnity Claims as submitted by counsel to the Underwriters at paragraph 40 of their factum 
which reads: 

.. .it must be recogni7..ed that there are, in fact~ at least two different ki.nds of 
Related Indemnity Claims: 

(a) indemnity claims against SFC in respect of Shareholder Claims against the 
auditors and the Underwriters; and 

(b) indemnity claims against SFC in respect of the defence costs of the auditors 
and the Underwriters in connection with defending themselves against 
Shareholder Claims. 

Disposition 

[96] In the result, an order shall . issue that the claims against SFC resu1ting from the 
ownership, pur.chase or sale of equity interGSts in SFC, including, without limitation, the claims 
by or on behalf of current or former shareholders asserted in the proceedings listed in Schedule 
"N' are "equity clrums" as defined in s. 2 of the CCAA, being claims in respoct of monetary 
losses resulting from the ownership, purchase or snle of an equity interest. It is noted that 
counsel for the class action plairltiffs did not contest this issue. 

[97] In addition, an order shall also issue that any indemnification claim agajnst SFC related 
to or arising from the Shareholders Claims, including, without limitation) by or on behalf of any 
of the other defendants to the proceedings listed in Schedule "A" are "equity claims" under the 
CCAA, being claims for contribution or indemnity in respect of a claim that is an equity claim. 
However, I feel it is premature to determine whether this order extends to the aspect of the 
Related Indemnity Claims that corresponds to the defence costs of the Underwritel"S and the 
auditors in connection with defending themselves against the Shareholder Claims. 
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[98] A direction shall also issue that these orders are made without prejudice to SFC's rights 
to apply for a similar order with respect to (i) any claims in the statement of claim that are in 
respect of securities other than shares and (ii) any indemnification claims against SFC related 
thereto. 

MORA TZJ. 

Date: July 27> 2012 
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SCHEDULE H N''- SHAREHOLDER CLAIMS 

1. Trustees of the Labourers ' Pension Fund of Central and Eastern Canada er al. v. Sino
Forest Corporation et al. (Ontario Superior Co\lTt of Justice, Court File No. CV -ll-
431153-00CP) 

2. Guining Liu v. Sino-Forest Corporation ef a/. (Quebec Superior Court, Court Fi1e No.: 
200-06-000 t 32-111) 

3. Allan Haigh v. Sino-Foresz Corporation et al. (Saskatchewan Court of Queen's Bench. 
Court File No. 2288 of20ll) 

4. David Leapard et al. v. Alien T.Y Chan et al. (District court ofthe Southern District of 
New York. Court File No. 65025812012) 
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TlfE-HONOURABLE MR. 

JUSTICE MORA WETZ 

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

ONTARiO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 
) 
) 

WEDNESDAY, THE 251h 

DAY Of JULY, 2012 

IN THE MATTER OF THE COMPANJES'CREDJTORS 
ARRANGEMENT ACT, R.S.C. 1985) c. C-36, AS AMENDED 

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

ORDF..R 
(Mediation) 

THIS MOTION, made by FTI Consulting Canada Inc. in its capacity as monitor (the 

"Monitor") of Sino-Forest Corporation (the I.(Applicsot") for a consent order concerning 

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

ON READING the Monitor's Notice of Motion dated July 13, 2012 and the fifth Report 

of the Monitor dated July 13, 2012 (the "Fifth Report"), the Responding Motion Record of the 

Applicants and the Respondjng Motion Record of PQyry Beijing (as defined below), and on 

hearing the submissions of counsel for the Applicant, tne Monitor> the ad hoc committee of 

Noteholders (the "Ad Hoc Notebolders"), the ad hoc group of purchasers of the Applicant's 

secudties (the "Plaintiffs") and the other defendan.Ls in the Ontario Class Action and the Quebec 

Class Action (the "Third Party Def~udunts") and those other parties present, no one .appearing 

for any of the other parties served with the Monitor's Motion Record, although duly served as 

appears from the affidavitofserviceofAima Cano sworn July 13,2012, tiled. 
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SERVICE AND INTERPRETATION 

1. THJS COURT ORDERS lhat the time for service of the Notice of Motion and the Motion 

Record, including the Fifth Report, is hereby abridged and validated such that this Motion is 

properly returnable today and hereby dispenses with further service thereof. 

2. THIS COURT ORDERS that capitalized terms used herein and not othe.n;vise defined 

shall bave the meaning given to them in the Fifth Report. 

MEDIATION 

3. THIS COURT ORDERS that the parties eligible to panidpate in the Mediation pursuant 

to paragraph 5 of this Orde.r are the Applican~ the Plaintiffs, the Third Party Defendants (which 

shaH be read to include PC>yry (:Beijing) Consulting Company Limited (nPayry Beijing")). the 

Monitor, the Ad Hoc Noteholders and any insurers providing coverage in respect of the 

Applicant and the Third Party Defendants (collectively~ the (•Mediation Parties") . 

4. THIS COURT ORDERS that the subject matter of the Mediation shall be the resolution 

of the claims of the Plaintiffs against the Applicant and the Third Party Defendants as set out in 

the statements of claim in the Ontario Class Aetion and the Quebec Class Action and any and all 

related claims (the "Subject Claims"), provided that for the purpose of the Mediation, the 

Plaintiffs shaH not seek contribution from any of the Mediation Parties with respect to amounts 

that could have been sought by the Plaintiffs from Poyry Beijing had the Plaintiffs not reac.hed a 

settlement with Poyry Beijing {U1e ··p~yry Settlement•>) and provided that the Plaintiffs shall 

provide to the Mediation Parties, witrun 10 days of the date of this Order or such further time as 

this Courl may direct, a written sununary of evidence proffered by P6yry Beijing pursuant to the 

Poyry Settlement, which summary shall be treated in the same manner as material in the Data 

Room (as defined below) pursuant to this Order. 

5. THIS COURT ORDERS that, where practicable, the Mediation Parties sha11 participate 

in the Mediation in person and with representatives present with full auU1ority to settle the 

Subject Claims (including any insurer providing coverage), provided that, where not practicable, 

the Mediation Parties may participate in the Mediation through oounsel or other representatives, 

subject to those counsel or other representatives having access to representatives with full 



authority and undertaking to promptJy pursue instructions with respect to any proposed 

agreements that arise from the Mediation. 

6. THIS COURT ORDERS that parties in addition to the Mediation Parties shaH only have 

standing to participate in the Mediation on consent of the Applicant and the Monitor, acting 

reasonably, or by .further Order of this Court. 

DATA ROOM 

7. THIS COURT ORDERS that in connection with the Mediation. as soon as practicable, 

but in any evenl no later than August 3, 2012, the Appltcant shall provide access to the 

Mediation Parties to the existing data room maintained by MerriJl (the "Data Room»), provided 

howeve;r tbat prior to access to the Data Room. all participants (other than the Applicant, the 

ineumbent directors of the Applicant and the Monitor) shall ha'lle entered jnto a confidentiality 

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

8. THIS COURT ORDERS that any Mediation Parties who enter inlo a confidentiality 

agreement as contemplated by paragraph. 7 of this order shall comply with the tenns of such. 

confidential ity agreement. 

9. THIS COURT ORDERS that the Applicant, its .subsidiaries and affi\iatesj and their 

directors, officers, employees, agents and advisors, shall incur no liability in connection with 

causing, eftecting or .acquiescing in the establishment of the Da\a Room or disclosure in respect 

of such materials and the information contained therein in accordance with this Order. The 

materials in the Data Room shall be made available wilhout any representation as to the truth of 

their contents or their completeness, and persons relying on those materials shall do so at their 

own risk. The disclosure of such materials and the infonnation contained therein in accordance 

with this Order is not and shall not be public disclosure in any respecl Nothing in this paragraph 

affects u.ny rights or causes of action that any person may have in relation to the prior disclosure 

of any of the contents of lhe Data Room, insofar as such rights or causes of action are 

independent fTom and not related to lhe provision of materials and information in accordance 

with this Order. 
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MEDJATJON SCHEDULE 

10. THIS COURT ORD.ER THAT, the schedule for the Mediation shall be as follows: 

(a) the Mediation shall be conducted on S~ptember 4111 and 5°\ and i f a third day is 

required, on September 101
h, 2012 (the ''Mediation Dstes,.); 

(b) additional Mediation dates shall only be added, and any adjournments of any 

mediation dates shall only be accepted, with lhe prior wrjtten consent of aJI 

Med.iation Parties; 

(c) the Mediation shalt be conducted at a location to be determined by the Medjator 

(as defined below); and 

(d) the AppJiunt, the Plaintiffs and the Third Party Defendants shall deliver their 

respective vaitten position statements to each other and to the other Mediation 

Parties on or before August 27, 2012. 

APPOINTMENT OF THE MEDIATOR 

ll . THIS COURT ORDERS that the Honourable Justice Newbould shall be appointed 

mediator (the "'Mediator"). 

12. THIS COURT ORDERS that, prior to the commencement of the Mediation, the Mediator 

shall have the right to conununicate with this Court !Uld the Monitor from time to time as deemed 

necessary or advisable by the Mediator in their sole discretion. 

TERMINATION OF THE MEDIATION 

13. THiS COURT ORDERS that the Mediation process shall be ~nninated under any of the 

lbllowing circumstances: 

(a) by declaration by the Mediator that a settlement has been reached; 

(b) by declaration by the Mediator that further efforts at mediation are no longer 

considered worthwhile; 
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(c) for any other reason determined by the M~diator: 

(d) mutual agreement by the Mediation Parties; or 

(e) further Order of this Court, 

provided that, the Mediation sbaJI in any event tenninate on September 10, 2012, unless 

extended with the prior wri1ten consent of all Mediation Parties. 

NO IMPACT ON OTHER PROCEEDINGS 

14. THIS COURT ORDERS that all offers, promises, conduct statements, whether written or 

oral, made in the course oftl1e Mediation are inadmissible in any arbitration or court proceeding. 

No person shaH subpoena or require the Mediat~r to testify. produce records, n~tes or work 

product (n any other existing or future proceedings, and no video or audio re.cording will be 

made of the Mediation. Evidence that is otherwise admii!sible or discoverable shall not be 

rendered inadmissible or non·discoverable as a result of iLs use in the Mediation. In the event 

that the Mediation Parties (or any group of them) do reach a settlemen~ the terms of that 

settlement will be admissible in. any court or other proceeding required to enforce it1 unless the 

Mediation Parties agree otherwise. Information disclosed to the Mediator by any Mediation 

Party at a private caucus .during lhe Mediation shall remain confidential unless such Mediation 

Party authorizes disclosure. 

15. THIS COURT ORDERS that nothing in this Order nor the participation of any party in 

the Mediation shaiJ provide such party with rights within these proceedings than such party may 

otherwise have. 

16. THlS COURT ORDERS that. subject to any applicable stay of proceedings, nothing in 

this Order shall prevent the Applicant, the Monitor or any other party of standing from otherwise 

pursuing the resolution of claims under the Claims Procedure Order granted by this Court on 

May I 4, 2012, or any other mat1er in these CCAA proceedings, including without I imitation, the 

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

17. THIS COURT ORDERS that any mediation. briefs or other documents filed by t11e 

Mediation Parties shaU be used only in tho context of the Mediation and for no olher purpose and 

shall be kept confidential by a11 such parties irrespective of whether such Mediation Parties slgn 

a confidentiality agreement. 

18. THIS COURT ORDERS that any mediatjon bciefs or other documents .filed by the 

Mediation Parties that contain infunnation obtained from the Data Room may not be shared witb 

or otherwise disclosed to any person or entity that bas not signed a confidentiality agreement, 

other than the Applicant, the incumbent directors of the Applicant , the Monitor and Mediator. 

MISCELLANEOUS 

19. THlS COURT ORDERS that the tenns ofthis Order may only be varied by further Order 

of this Court, which may be sought on an ex. parte basis on consent of the Mediation Parties, 

fOR_J.AW\ 7922234\9 
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THE HONOURABLE MR. 

JUSTICE MORAWETZ 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 

) 

) 

ORDER 

FRIDAY, THE 2ih 

DAY OF JULY, 2012 

THIS MOTION made by the Applicant, Sino-Forest Corporation ("SFC") 

regarding the status of shareholder claims and related indemnity claims was heard this 

day, at the courthouse at 330 University Avenue, Toronto, Ontario, 

ON READING the Motion Record of the Applicant, the Responding Motion 

Record of Ernst & Young LLP, the Book of Previously Filed Materials and Court Orders, 

and the Responding Motion Record of BOO Limited and the facta of the parties, and on 

hearing the submissions of counsel for the Moving Party, Sino-Forest Corporation, the 

Monitor, the Ad Hoc Committee of Noteholders, Ernst & Young, BOO, and certain 

underwriters named as defendants in the Ontario Class Action: 

1. THIS COURT ORDERS that further service of the Notice of Motion and 

Motion Record on any party not already served is hereby dispensed with, 

such that this motion is properly returnable today. 

2. THIS COURT ORDERS that the cla ims against SFC resulting from the 

ownership, purchase or sale of an equity interest in SFC, including, without 



limitation, the claims by or on behalf of current or former shareholders 

asserted in the proceedings listed in Schedule 11A", (collectively, the 

"Shareholder Claims") are "equity claims" as defined in section 2 of the 

Companies' Creditors Arrangement Act (the "CCAA"), being claims in respect 

of monetary losses resulting from the ownership, purchase or sale of an 

equity interest. 

3. THIS COURT ORDERS that any indemnification claims against SFC related 

to or arising from the Shareholder Claims, including, without limitation, by or 

on behalf of any of the other defendants to the proceedings listed in Schedule 

"A'', (the "Related Indemnity Claims11
) are ,.equity claims" under the CCAA, 

being claims for contribution or indemnity in respect of claims that are equity 

claims. 

4. THIS COURT ORDERS that nothing in paragraph 3 determines whether this 

Order extends to the aspect of any Related Indemnity Claims that 

corresponds to defence costs in connection with the defence of any 

Shareholder Claims. 

5. THIS COURT ORDERS that the order is without prejudice to SFC's right to 

apply for a similar order with respect to (i) any claims that are in respect of 

Securities other than shares and (II) any indemnification claims against SFC 

related thereto. 



Schedule ''A" 

1. Trustees of the Labourers' Pension Fund of Central and Eastern Canada et al. v. Sino~ 
Forest Corporation et al. (Ontario Superior Court of Justice, Court File No. CV -1 I-
4311 53-00CP) 

2. Guining Liu v. Sino~Forest Corporation et al. (Quebec Superior Court, Court File No: 
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3. Allan Haigh v. Sino~Forest Corporation et al. (Saskatchewan Court of Queen's Bench, 
Court File No. 2288 of2011) 

4. David Leapard et al. v. Allen T. Y. Chan et al. (District Court of the Southern District of 
New York, Court File No. 650258/2012) 
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.JUSTICE MORA WETZ 

Court File No. CV- t 2-9667 -OOCL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 
) 
) 

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

AND rN THE MA ITER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

PLAN FILING AND MEETJNG ORDER 

THIS MOTlON, made by Sino-Forest Corporation (the "Applicant" or "SFC') for an 

order, inter alia, (a) accepting the filing of the Plan, (b) authorizing the classification of creditors 

for purposes of voting on the Plan, (c) authorizing and directing the Applicant lo call, hold and 

conduct a meeting of Affected Creditors to consider and vote on a resolution to approve the Plan, 

(d) authorizing and directing the mailing and distribution of the Meeting Materials, (e) approving 

the procedures to be followed wi!h respect to the meeting of Affected Creditors, (t) setting a date 

for the hearing of the Applicant's motion for Court approval of the Plan and (g) amending the 

Claims Procedure Order to c<Jll for monetary Claims of the Ontario Securities Commission, was 

heard this day at 330 University Avenue, Toronto, Ontario. 

ON READING the Applicant's Notice of Motion, the affidavit of W. Judson Martin 

sworn on August 14, 201 2, the affidavit of Audra Hawkins sworn on August 1 5, 20 12, the 

affidavit of Elizabeth Fimio sworn on August 27, 2012 and the Seventh Report of FTI 

Consulting Canada Inc. (the ·'Monitor") dated August 17, 2012 (the "Mon1tor's Seventh 

Report"), and on hearing the submissions of counsel for the Monitor, no one appearing for the 

other parties served with the ApplicanL's Motion Record, although duly served as appears from 

the affidavit of service, tiled; 
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AND FURTHER TO the endorsement of this Honourable Court made August 31, 20l2 

(I he "Endorsement"): 

SERVICE 

1. THIS COURT ORDERS lhat the time for service of the Notice of Motion, the 

Applicant's Motion Record and the Monitor's Seventh Report is hereby abridged and validated 

such that this Motion is properly retumable today and service upon any interested party other 

than those parties served is hereby dispensed with. 

MONITOR'S ROLE 

2. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and 

obligations under (i) the CCAA, (ii) the Initial Order, (iii) the Order of this Court dnted April 20, 

2012 expanding the powers of the Monitor and (iv) the Claims Procedure Order, is hereby 

directed and empowered to take such other actions and fulfill such other roles as are authorized 

by this Meeting Order. 

3. THIS COURT ORDERS that: (i) in carrying out the tenns of this Meeting Order, the 

Monitor shall have all the protections given to it by the CCAA, the lnitial Order, the Order of 

this Court dated April 20, 2012 expanding the powers of the Monitor, or as an officer of the 

Court, including the stay of proceedings in ils favour; (ii) lhe Monitor shall incur no liability or 

obligation as a result of carrying out the provisions of «his Meeting Order, save and except for 

any gross negligence or wilful misconduct on its part; (iii) the Monitor shall be entitled to rely on 

the books and records of the Applicant and any information provided by the Applicant without 

independent investigation; and (iv) the Monitor shall not be liable for any claims or damages 

resulting from any errors or omissions in such books, records or information. 

4. THIS COURT ORDERS that the Monitor and the Applicant, with the consent of the 

Monitor, are hereby authorized to retain such agents as they deem to be advisable to assist them 

in connection with calling and conducting the Meeting, including with respect to the distribution 

of Meeting Malerials, ihe identification of the applicable Ordinary Affected Creditors and 

Noteholders, and the solicitation of proxies from Persons entitled to vote at the Meeting. 
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DEFINITIONS 

5. THIS COURT ORDERS that any capitalized tenns used herein but not otherwise defined 

herein have the meanings ascribed thereto in the Plan. 

6. THlS COURT ORDERS that for the purposes of thi s Meeting Order, in addition to the 

terms defined elsewhere in this Meeting Order or in the Plan, the following terms shall have the 

following meanings: 

(a) "Affected Creditor" means a Person with an Affected Creditor Claim, but only 

with respect to and to the extent of such Affected Creditor Claim; 

(b) "Affected Creditor Claim" means any Ordinary Affected Creditor Claim or 

Noleholder Claim; 

(c) "Beneficial Noteholder" means a beneficial owner of any Notes as at the Voting 

Record Date (or, if applicable, an investment advisor, manager or representative 

with voting discretion over the Notes owned by such beneficial owners), 

regardless of whether such beneficial owner is a Registered Noteholder or an 

Unregistered Noteholder; 

(d) "DTC" means The Depository Trust Company, or any successor thereof; 

(e) "Equity Claim" means a Claim that meets the definition of "equity claim" in 

section 2( 1) of the CCAA and, tor greater certainty, includes any claim that has 

been determined Co be an Equity Claim by the Court in these proceedings; 

(f) "Equity Claimant'' means any Person having an Equity Claim, but only with 

respect to and to the extent of such Equity Claim; 

(g) "Equity Claims Order" means the Order of this Court dated July 27, 20l2, in 

respect of Shareholder Claims and Related Indemnity Claims against SFC, as 

such terms are defined therein; 
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(h) ·'Information Circular'~ means the information circular in respect of the Plan and 

the Meeting substantially in the fonn filed by the Applicant prior to the date 

hereof, as the same may be amended, supplemented or restated from time to time; 

(i) "Instructions to Ordinary Affected Creditors" means the instructions 

substantially in the form attached as Schedule "C~' hereto; 

0) "Instructions to Participant Holders" means the instructions substantially in the 

form attached as Schedule "B" hereto; 

(k) "Instructions to Registered Notcholders" means the instructions substantially in 

the form attached as Schedule ''D" hereto; 

(I) "lnstructioos to Unregistered Noteboldcrs" means the instructions substantially 

in the fonn attached as Schedule "E" hereto; 

(m) "Mailing Date" means the date to be selected by the Monitor (in consultation 

with the Applicant and counsel to the Initial Consenting Noteholders) on which 

the Monitor shall make the mailings contemplated by paragraphs 18 and 20 of this 

Meeting Order, which date shall be within twenty (20) days of the date of 1his 

Meeting Order (unless extended with the consent of the Appl icant and counsel to 

the Initial Consenting Noteholders); 

(n) "Meeting" means the meeting of Affected Creditors, and any extension or 

adjournment thereof, that is called and conducted in accordance with this Meeting 

Order for the purpose of considering and voting on the Plan; 

(o) "Meeting Date" means the date and lime for the Meeting to be selected by the 

Monitor (in consultation with the Applicant and counsel to the Initial Consenting 

Noteholders), which date shall be within thirty (30) days of the Mailing Date 

(unless extended with the consent of the Applicant and counsel to the Jnjtial 

Consenting Noteholders); 

(p) "Meeting Materials" means the Noteholder Meeting Materials and the Ordinary 

A ffecled Creditor Meeting Materials; 
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(q) "Meeting Order" means this Order, as it may be amended by any further Order 

of the Court: 

(r) "Notcholder Claim" means any Claim by a Beneficial Noteholder (or a Trustee 

or other representative on such Bene11cial Noteho\der's behal t) in respect of or in 

relatiot1 to Notes, including all principal, Accrued Interest and any amounts 

payable pursuant to the Notes or the Note Indentures; 

(s) "Noteholder" means, as at the Voting Record Date, any Registered Noteholder, 

Unregistered Noteholder, Participant Holder or Beneficial Noteholder, as the 

context requires, in such capacity; 

(t) "Noleholder Meetiog Materials'· means copies of: 

(i) the Notice to Affected Creditors; 

(ii) the Plan; 

(iii) the Information Circular; 

(iv) the Meeting Order and Endorsement; 

(v) a blank fom1 of the Noteholders' Proxy; 

(vi) the Instructions to Registered Noteholders; and 

(vii) the Instructions to Unregistered NolehoJders; 

(u) "Notcholders' Proxy" means a proxy substantially In the fonn of Schedule "F", 

to be submitted to the Moni tor by any Beneficial Noteho\der that wishes to vote 

by proxy at the Meeting; 

(v) "Notes" means, collectively, the 2013 Notes, the 2014 Notes, the 2016 Notes and 

the 2017 Notes; 

(w) "Notice to Affected Creditors" means the notice to Affected Creditors 

substantially in the form allached as Schedule "A" hereto; 
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(x) "Ordinary Affected Creditor" means a Person with an Ordinary Affected 

Creditor Claim; 

(y) "Ordinary Affected Creditor Claim'' means a Claim that is not: an Unaffected 

Claim; a Noteholdcr Claim; an Equity Claim; a Subsidiary Intercompany Claim; a 

Noteholder Class Action Claim; or a Class Action Indemnity Claim (other than a 

Class Action Indemnity Claim by any of the Third Party Defendants in respect of 

the Indemnified Noleholder Class Action Claims); 

(z) "Ordinary Affected Cretlitor Meeting Materials" means copies of: 

(i ) the Notice to Affected Creditors; 

(ii) the Plan; 

(iii) the Infonnation Circular; 

(iv) the Meeting Order and Endorsement; 

(v) a blunk form of the Ordinary Affected Creditors' Proxy; a11d 

(vi) the Instructions to Ordinary Affected Creditors; 

(aa) "Ordinary Affected Creditors' Proxy'' means a proxy substantially in the form 

attached as Schedule "G" hereto, to be submitted to the Monitor by any Ordinary 

Affected Creditor who wishes to vote by proxy at the Meeting; 

(bb) "Participant Holder" means a Person whose name appears on any of the 

Participant Holders Lists as at the Voting Record Date but who is not a Beneficial 

Noteholder; 

(cc) "Participant Holders Lists" means the lists of DTC participant holders of Notes 

as at the Voting Record Date to be provided to the Moni tor by DTC or any similar 

deposilory or trust company with respect to each series of Notes in accordance 

with paragraph 23 of thi s Meeting Order; 

(dd) "Plan" means the plan of compromise and reorganization proposed by the 

Applicant as described in the Mat1in Affidavit and attached as Exhibit "B" to the 
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affidavit of Elizabeth Fimio, as such plan of compromise and reorganization may 

be amended from time to lime in accordance with its terms; 

(ee) "Plan Supplement" means the Sllpplement(s) to the Plan, which shall contain 

draft copies of the Litigation Trust Agreement, relevant documents concerning 

Newco (including the terms of the Newco Shares and the Newco Notes) and such 

other documents as the Applicant and the Monitor may consider appropriate or 

necessary for purposes of the Meeting and voting on the Plan; 

(ff) ''Proof of Claim" means the "Proof of Claim, referred to in the Claims Procedure 

Order, substantially in the form c:~ttached to the Claims Procedure Order; 

(gg) " Registered Nofeholdcr" means a Noteholder who is the legal owner or holder 

of one or more Notes and whose name appears on any Registered Noteholder 

Li st; 

(hh) "Registered Notcholder List" means each list of Registered Noteholders as at 

the Voting Record Date provided by the Trustees to the Monitor in accordance 

with paragraph 21 of this Meeting Order; 

(ii) ·'Required Majority" means a majority in number of Affected Creditors with 

Voting Claims, and two-thirds in value of the Voting Claims held by such 

Affecled Creditors. in each case who vote (in person or by proxy) on the Plan at 

the Meeting; 

(ij) "Sanction Hearing Date" means the date to be selected by the Monitor for the 

Sanction Hearing (in consultation with the Applicant and counsel to the Initial 

Consenti ng Noteholders), which date shall be within seven (7) days of the 

Meeting Date (or such other date on or after the Meeljng Date as may be set by 

the Monitor or the Court); 

(kk) ''Shareholder Claims'' has the meaning ascribed thereto in the endorsement of 

this Court dated Jt~ly 27, 2012 in these proceedings; 
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(II) "Unregistered Noteholder" means a Noteholder whose name does not appear on 

any Registered Noteholder L ist~ 

(mm) "Unresolved Cl~im" means an Affected Creditor Claim in respect of which a 

Proof of Claim has been filed in a proper and timely manner in accordance with 

the Claims Procedure Order but that, as at any applicable time, has not been (i) 

determined to be a Vo1ing Claim or (ii) tinally disallowedj 

(nn) "Voting Claim" means an Affected Creditor Claim to the extent that such 

Affected Creditor Claim has been accepted by the Monitor solely for purpose of 

voting on the Plan (which acceptance for the purpose of voting shall have no 

effect on whether such Claim is a Proven Claim for purposes of the Plan), in each 

case in accordance with the provisions of the Claims Procedure Order or any 

other Order, as applicable; 

(oo) .;Voting Record Date'' means the date of this Meeting Order; and 

(pp) "Website" means the website maintained by the Monitor in respect of the CCAA 

proceedings pursuant to the Initial Order at ·the following web address: 

h ltp :/ /cfcanada. fti consu I ting.com/s fcl. 

7. THIS COURT ORDERS that all references to time herein shall mea(l Jocal time in 

Toronto, Ontario, Canada, and any reference to an event occurring on a Business Day shall mean 

prior to 5:00P.M. on such Business Day unless otheJWise indicated herein. 

8. THIS COURT ORDERS that all references to the word "including" shall mean 

':including without limitation". 

9. TI-IIS COURT ORDERS that, unless the contel\:t otherwise requires, words importing the 

singular shall include the plural and vice ver.w, and words importing any gender shall include all 

genders. 
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THE PLAN 

10. THIS COURT ORDERS that the Plan is hereby accepted for filing, and the Applicant is 

hereby authorized and directed to call and hold a meeting of Affected Creditors to vote on the 

Plan in the manner set forth herein. 

11. THIS COURT ORDERS that the Applicant may, at <:~ny lime and from time to time prior 

to or at the Meeting, amend, restate, modify and/or supplement the Plan, subject to the te1ms of 

the Plan, provided that: (i) the Monitor, the Applicant or the Chair shall communicate the details 

of any such amendments, restatements, modifications and/or supplements to Aftected Creditors 

present at the Meeting prior to any vote being taken at the Meeting; (ii) the Applicant shall 

forthwith provide notice lo the service list of any such amendments, restatements, moditications 

and/or supplements and shall file a copy thereof with this Court forthwith and in any event prior 

Lo the Sanction Hearing; and (iii) the Monitor shall post an electronic copy of any such 

amendments, restatements, modifications and/or supplements on the Website forthwith and in 

any event prior to the Sanction Hearing. 

12. THIS COURT ORDERS that the Applicant shall serve and file the Plan Supplement, and 

the Monitor shall post the Plan Supplement on the Website, no later than seven (7) days prior to 

the Meeting. Thereafter, the Applicant may, at any time and from time to time prior to or at tbe 

Meeting, amend, restate, modify and/or supplement the Plan Supplement, subject to the tenns of 

lhe Plan, provided that: (i) the Monitor, the Applicant or the Chair shall communicate the details 

of any such amendments, restatements, modifications and/or supplements to Affected Creditors 

present at the Meeting prior to any vote being taken at the Meeting; (ii) the Applicant shall 

forthwith provide notice to the service list of any such amendments, restatements, modifications 

and/or supplements and shall tile a copy thereof with this Court forthwith a11d in any event prior 

to the Sanction Hearing; and (iii) the Monitor shall post an electronic copy of ony such 

amendments, restatements, modifications and/or supplements on the Website forthwith and in 

any event prior to the Sanction Hearing. 
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FORMS OF DOCUMENTS 

13. THIS COURT ORDERS that the forms of lnfo1mation Circular, Notice to Affected 

Creditors, Ordinary Affected Creditors' Proxy, Noteholders' Proxy, Instructions to Ordinary 

Affected Creditors, Instructions to Registered Noteholders, lnstructions to Unregistered 

Noteholders and Instructions to Partidpant Holders are hereby approved. The Applicant, with 

the consent of the Monitor, may (x) make any changes to such materials as are necessary or 

desirable to conform the content thereof to the terms of lhe Plan or this Meeting Order, and (y) at 

any time and from time to time prior to or at the Meeting, amend, restate, modify and/or 

supplement any of such materials, subject to the tem1s of the Plan, provided that: (i) the Monitor, 

the Applicant or the Chair shall communicate the details of any such amendments, restatements, 

modifications and/or supplements to Affected Creditors present at the Meeting prior to any vote 

being taken at the Meeting; (ii) the Applicant shall forthwith provide notice to the service list of 

any such amendments, restatements, modifications and/or supplements and shall file a copy 

thereof with lhis Court forthwith and in any event prior to the Sanction Hearing; and (iii) the 

Monitor shall post an electronic copy of any such amendments, restatements, modifications 

and/or supplements on the Website forthwith and in any event prior to the Sanction Hearing. 

VOTJNG BY CREDITORS 

14. THIS COURT ORDERS thnt, the Affected Creditors shall constitute a single class, the 

"Affected Creditors Class", for the purposes of considering and voting on the Plan. 

I 5. [Intentionally deletedJ 

I 6. [Intentionally deleted] 

NOTICE TO ORDINARY AFFECTED CREDITORS 

17. THIS COURT ORDERS that the Monitor shall, no later than three (3) Business Days 

following the date of this Meeting Order, post an electronic copy of the Notice to Affected 

Creditors, the Plan and the Information Circular (in the form provided by the Applicant as at the 

date of this Meeting Order) on the \Vebsite. 
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18. THIS COURT ORDERS that the Monitor shall, on the Mailing Date, deliver the 

Ordinary AtTected Creditor Meeting Materials by courier, personal delivery or email to each 

Ordinary Affected Creditor with a Voting Claim and/or an Unresolved Claim at the address set 

out in such Ordinary Affected Creditor's Proof of Claim (or in any other written notice that has 

been received by the Monitor in advance of such date regarding a change of address for an 

Ordinary Affected Creditor). 

NOTICE TO NOTEHOLDERS 

19. THIS COURT ORDERS that, no h1ler than three (3) Business Days following the date of 

this Meeting Order, the Monitor shall post an electronic copy of the Notice to Affected Creditors, 

the Plan and the Information Circular (in the form provided by the Applicant ns at the dale of this 

Meeting Order) on the Website. 

20. THIS COURT ORDERS that the Monitor shall, on the Mailing Date, deliver the 

Noteholder Meeting Materials by courier, personal delivery or email to the Trustees and DTC. 

21. THIS COURT ORDERS that, no later than four (4) Business Days following the date of 

this Meeting Order, each of the Trustees shall provide to the Applicant and the Monitor a 

Registered Noteholder Ljst for each series of Notes in respect of which such Trustee acts as 

trustee, each of which Registered Noteholder Lists shall list the Registered Noteholders of the 

applicable series of Notes as at the Voting Record Date and their respective addresses, telephone 

numbers, fax numbers ~nd email addresses, to the extent available. 

22. THIS COURT ORDERS that, on the later of (i) the Mailing Date and (ii) the date upon 

which the Monitor receives a Registered Noteholder List from any Trustee as provided for in 

paragraph 21, the Monitor shall send the Noteholder Meeting Materials to each Person listed on 

the Registered Noteholder List. 

23. THIS COURT ORDERS that: (i) no later than four (4) Business Days following the date 

of this Meeting Order, DTC shall provide to the Applicanl and the Monitor a Participant Holders 

List in respect of the Notes; and (i i) as soon as practicable following the date of this Meeting 

Order and in any event within four (4) Business Days of receiving notice from the Monitor of 

this Meeting Order, any other Registered Noteholder (if any) who holds Notes on behalf of one 
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or more Participant Holders shall provide to the Applicant and the Monitor a Participant Holders 

List in respect of the Notes. rn each case the Participant Holder List so provided shall list the 

Participant Holders as at the Voting Record Date and their respective addresses and telephone 

numbers, fax numbers and email addresses, to the extent available. 

24. THIS COURT ORDERS that, upon receipt by the Monitor of the Participant Holders 

Lists, the Monitor shall contact each Participant Holder listed thereon to determine the number of 

copies of the Notebolder Meeting Materials such Participant Holder requires in order to provide 

one copy of the Noteholder Meeting MateriaLs to each of its customers or principals who are 

Unregistered Noteholders as at the Voting Record Date, and each Participant Holder shall 

provide the Monitor with a response as lo the number of copies of the Noteholder Meeting 

Materials required within two (2) Business Days of being so contacted by the Monitor. 

25. THIS COURT ORDERS that on the later of (i) the Mailing Date, and (ii) the date upon 

which the Monitor receive.c: the information referred to in paragraph 24, the Monitor shall 

deliver by courier, personal delivery or email to such Participant Holder a copy of the 

Instructions to Participant Holders together with that number of copies of the Noteholder 

Meeting Materials required by such Participant Holder for distribution to the Unregistered 

Noteholders 1hat are its customers or principals. 

26. THIS COURT ORDERS that, within five (5) Business Days of any Participanr Holder's 

receipt of the Noteholder Meeting Materials from the Monitor pursuant to paragraph 25, such 

Participant Holder shall: (i) complete and sign the applicable section of the Noteholders' Proxy 

relating to Participant Holders for each Unregistered Noteholder that has an account (directly or 

through an agent or custodian) with such Participant Holder; and (ii) deliver by courier or 

personal delivery to each such Unregistered Noteholder the Noteholders; Proxy as so completed 

and signed together with one copy of the Noteholder Meeting Materials. Each Participant 

Holder shall take any other action reasonably required to enable any UnregisLered Noteholder 

that has an account (directly or through an agent or custodian) with such Participant Holder to 

provide a Noteholders' Proxy lo the Monitor with respect to the Notes owned by or held for the 

benefit of such Unregistered Noteholder. 
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27. THIS COURT ORDERS that where: (i) a Participant Holder or its agent has a standard 

practice for distribution of meeting materials to Unregistered Noreholders and for the gathering 

of information and proxies or voting inslructions from Unregistered Noteholders; (ii) the 

Participant Holder has discussed such standard practice in advance with the Applicant, the 

Monitor and counsel to the Initial Consenting Noteholders; and (iii) such standard practice is 

acceptable to the Applicant , the Monitor and counsel to the Initial Consenting Noteholders, such 

Participant Holder or its agent may, in lieu of following the procedure set out in paragraph 26 

above, follow such standard practice provided that all applicable proxies or voting instructions 

are received by the Monitor no later than 5:00 P.M. on the third Business Day before the 

Meeting. 

NOTICE, SERVICE AND DELIVERY 

28. THIS COURT ORDERS that the Monitor's fulfillment of the notice, delivery and 

Website posting requirements set out in this Meeting Order shalt constitute good and sufficient 

notice, service and delivery thereof on all Persons who may be entitled to receive notice, service 

or delivery thereof or who may wish to be present or vote (in person or by proxy) at the Meeting, 

and that no other form of notice, service or delivery need be given or made on such Persons and 

no other document or material need be served oo such Persons. 

CONDUCT OF MEETING AND DELl VERY OF PROXIES 

29. THIS COURT ORDERS that the Applicant js l1ereby authorized and directed co call the 

Meeting and to hold and conduct the Meeting on the Meeting Date at the offices of Bennett 

Jones LLP, 3400 One First Canadian Place, Toronto, Ontario, for the purpose of seeking 

approval of the Plan by the Affected Creditors with Voting Claims at the Meeting in the manner 

set forth herein. In the event that the Meeting Date is extended after the Mailing Date, the 

Monitor shall post notice of the: extension of the Meeting Date on the Website and provide notice 

of the ex tension of the Meeting Date to the service list. 

30. THIS COURT ORDERS that Greg Watson or another (epresentative of the Monitor, 

designated by the Monitor, shall preside as the chair of the Meeting (the "Chair") and, subject to 
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this Meeting Order or any further Order of the Court, shall decide all matters relating to the 

conduct of the Meeting. 

31. THIS COURT ORDERS that the Monitor may appoint scrutineers for the supervision 

and tabulation of the atlendance at, quorum at and votes cast at the Meeting (the ''Scrutincers"). 

A person designated by the Monitor shall act as secretary of the Meeting (the "Secretary"). 

32. THlS COURT ORDERS that the quorum required at the Meeting shall be one Affected 

Creditor with a Votjng Claim present at the Meeting (in person or by proxy). 

33. THIS COURT ORDERS that if the requisite quorum is not present at the Meeting, or if 

the Meeting is postponed by the vote of a majority in value of Voting Claims of the Affected 

Creditors present at the Meeting (in person or by proxy), then the Meeting shall be adjourned by 

the Chair to a later date, time and place as designated by the Chair. The Chair shalt be entitled to 

adjourn and further adjourn the Meeting at the Meeting or at any adjourned Meeting. Any 

adjournment or adjournments described in this paragraph 33 shall be for a period of not more 

than thirty (30) days in total unless otherwise agreed to by the Applicant, the Monitor and 

counsel to the Initial Consenting Noteholders. In the event of any adjournment described )n thjs 

paragraph 33, no Person shall be required to deliver any notice of the adjoununent of the 

Meeting or adjourned Meeting, provided that the Monitor shall: (i) announce 1he adjoumrnent at 

the Meeting or adjourned Meeting, as applicable; (ii) post notice of the adjournment at the 

originally designated time and location of the Meeting or adjourned Meeting, as applicable; (iii) 

forthwith post notice of the adjournment on the Website; and (iv) pfovjde notice of the 

adjournment to the service list forthwith. Any Ordinary Affected Creditor Proxies and 

Noteholder Proxies validly delivered in connection with the Meeting shall be accepted as proxies 

in respect of any adjourned Meeting. 

34. THlS COURT ORDERS that the only Persons entitled to attend and speak at the Meeting 

are: (i) the Affected Credirors entitled to vote at the Meeting (or, if applicable, any Person 

holding a valid Ordinary Creditors' Proxy or Notebolders' Proxy on behalf of one or more such 

Affected Creditors) and any such Affected Creditor's or valid proxyhoJder's legal counsel and 

financial advisors; (ii) the Chair, the Scrutineers (lnd the Secretary; (iii) one or more 

representatives of the Monitor and the Monitor's legal counsel; (iv) one or more representatives 
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of the cun·ent board of directors and/or senior management of Applicant, as selected by the 

Applicant, and the Applicant's legal counsel and financial advisors; (v) counsel to the Directors 

and Officers; (vi) one or more representatives of the Initial Consenting Noteholders and the 

Initial Consenting Noteholders' legal counsel and financial advisors; and (vii) the Trustees and 

their respective legal counsel. Any other person may be admitted to the Meeting on invitation of 

the Chair. 

35. THlS COURT ORDERS that the Monitor may, with the consent of the Applicant, waive 

in writing the time limits imposed on Affected Creditors as set out in this Meeting Order 

(including the schedules hereto), generally or in individual circumstances, if the Monitor deems 

it advisable to do so. 

ASSIGNMENT OF AFFECTED CLAIMS PRIOR TO THE MEETING 

36. TI-llS COURT ORDERS that, subject to any restrictions contained in Applicable Laws> 

an Ordinary Affected Creditor may transfer O{ assig11 the whole of its Ordinary Affected Creditor 

Claim prior to the Meetlng (or any adjournment thereof), provided that neither the Applicant nor 

the Monitor shall be obliged to deal with any transferee or assignee thereof as an Ordinary 

Affected Creditor in respect of such Ordinary Affected Creditor Claim, including allowing such 

transferee or assignee to attend or vote al' the Meeting, unless and until actual notice of the 

transfer or assignment, together with satisfactory evidence of such transfer or assignment, has 

been received and acknowledged by the Applicant and the Monitor, which receipt and 

acknowledgment must have occurred on or before 5 p.m. (Toronto time) on the date that is seven 

(7) days prior to the date of the Meeting (or any adjournment thereof), failing which the original 

transferor shall have all applicable rights as the "Ordinary Affected Creditor'' with respect to 

such Ordinary Affecced Creditor Claim as if no transfer of the Ordinary Affected Creditor Claim 

had occurred. If such receipt and acknowledgment by the Applicant and tbe Monitor have 

occurred on or before 5 p.m. (Toronto time) on the date that is seven (7) days prior to the date of 

lhe Meeting (or any adjournment thereof): (i) lhe transferor of the applicable Ordinary Affected 

Creditor Claim shall no longer constitute an Ordinary Affected Creditor in respect of such 

Ordinary Affected Creditor Claim; and (ii) the transferee or assignee of the applicable Ordinary 

Affected Creditor Claim shall, for all purposes in accordance with this Meeting Order, constitute 
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an Ordinary Affected Creditor in respect of such Ordinary Affected Creditor Claim and shall be 

bound by any and all notices previously given to the transferor or assignor in respect thereof and 

shall be bound by any Ordinary Creditors' Proxy duly submitted to the Monitot: in accordance 

with this Meeting Order. For greater cerlainty, the Applicant and the Monitor shall not recognize 

partial transfers or assignments of Ordinary Affected Creditor Claims. 

37. THIS COURT ORDERS that only those Beneficial Noteholders that have beneficial 

ownership of one or more Notes as at the Voting Record Date shall be entilled to vote at the 

Meeting (whether in person or by proxy). Nothing in this Meeting Order restricts the Beneficial 

Noteholders from transferring or assjgoing such Notes prior to or after the Voting Record Date, 

provided that if such transfer or assignment occurs after the Voting Record Date, only the 

01iginal Beneficial Noteholder of such Notes as at the Voting Record Date (and not any 

transferee) shall be treated as a Beneticial Noteholder for purposes of this Meeting Order and the 

Meeting. 

VOTING PROCEDURE 

38. TI-ltS COURT ORDERS that at the Meeting, the Chair shall direct a vote, by written 

ballot, on a resolution to approve the Plan and any amendments thereto. 

39. THIS COURT ORDERS that, subject to paragraph 49, the only Persons entitled to vote at 

the Meeting (whether in person or by proxy) are: (i) Beneficial Noteholders with Voting Claims 

that have beneficial ownership of one or more Notes as at the Voting Record Date (or any such 

Beneficial Noteholder1s validly appointed holder of its Noteholde{s' Proxy); and (ii) Ordinary 

Affecced Creditors with Voting Claims as at the Voting Record Date (which, for greater 

certainty, includes any transferee of an Ordinary Affected Creditor Claim that is a Voting Claim, 

provided that such transferee has been recognized as an Ordinary Affected Creditor in respect of 

such transferred Ordinary Affected Creditor Claim in accordance with paragraph 36) (or any 

such Ordinary Affected Creditor's validly appointed holder of its Ordinary Affected Creditors' 

Proxy). 
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40. THIS COURT ORDERS that each Ordinary Affected Creditor with a Voting Claim shall 

be entitled to one vote as a member of the Affected Creditors Class, which vote shall have a 

value equal to the dollar value of such Ordinary Affected Creditor's Voting Claim. 

41. THIS COURT ORDERS that each Beneficial Noleholder with a Voting Claim shall be 

entilled to one vote as a member of the Affected Creditors' CJass, which vote shall have a value 

equal to the principal and Accrued Interest owing under lhe Notes owned by such Beneficial 

Noteholder as at the Voting Record Dale. For greater certainty, with respect to voting by 

Beneticial Noteholders, only the Beneficial Noteholders, and not Registered Notehotders or 

Participant Holders (unless any such Registered Noteholder or Participant Noteholder is itself a 

Beneficial Noteholder), shall be entitled to vote on lhe Plan as provided for in this Meeting 

Order. 

42. THIS COURT ORDERS that for the purpose of calculating the two-thirds majority in 

value of Voting Claims, the aggregate amount of Voting Claims held by all Affected Creditors 

that vote in favour of the Plan (in person or by proxy) shall be divided by the aggregate amount 

of all Voting Claims held by all Affected Creditors that vole on the Plan (in person or by proxy). 

For the purpose of calculating a majority in number of Affected Creditors voting on the Plan, (i) 

each Ordinary Affected Creditor that votes on the Plan (in person or by proxy) shall only be 

counted once, wi lhout duplication; and (ii) each individual Beneficial Noteholder that votes on 

the Plan (in person or by proxy) shall only be counted once, without duplication, even if that 

Beneficial Noteholder holds Noles through more than one Registered Noteholder or Participant 

Holder. 

43. THIS COURT ORDERS that, for puf1loses of tabulating the votes cast on any matter that 

may come before the Meeting, the Chair shall be entitled to rely on any vote cast by a holder of 

an Ordinary Affected Creditors' Proxy and/or a Noteholders' Proxy !hal has been duly submitted 

lo the Monitor in the mrumer set forth in this Meeting Order. 

44. THIS COURT ORDERS that any Ordinary Affected Creditor or Beneficial Noteholder 

that is entitled to vote al lhe Meeting t~nd that wishes to vote at the Meeting in person must: (i) 

duly complete and sign an Ordinary Creditors' Proxy or a Notebolders' Proxy, as appl icable; (ii) 

identify itself in the Ordinary Creditors' Proxy or a Noteholders' Proxy, as applicable, as the 

270 



- 18 -

Person with the power to attend and vote at the Meeting on behalf of such Ordinary Affected 

Creditor or Beneficial Noteholder, as the case may be; and (Hi) deliver such Ordinary Affected 

Creditors' Proxy or Noteholders' Proxy, as the case may be, to the Monitor so that it is received 

on or before 5:00 p.m. on the third Business Day before the Meeting (or any adjournment 

thereof), and such delivery must be made in accordance with the instructions c:Jccompanying such 

Ordinary Affected Creditors' Proxy or Noteholders' Proxy. 

45. THIS COURT ORDERS that any Ordinary Affected Creditor or Beneficial Noteholder 

thal is entitled to vote a( the Meeting and that wishes to appoint a nominee to vote on its behalf at 

the Meeting must: (i) duly complete and sign an Ordinary Creditors' Proxy or a Noteholders' 

Proxy, as applicable; (ii) identify its desired nominee in the Ordinary Creditors' Proxy or a 

Noteholders' Proxy, as applicable, as the Person with the power to attend and vote at the Meeting 

on behalf of such Ordinary Affected Creditor or Beneficial Noteholder, as the case may be; and 

(iii) deliver such Ordinary Affected Creditors' Proxy or Noteholders' Proxy, as the case may be, 

to the Monitor so that it is received on or before 5:00p.m. on the third Business Day before the 

Meeting (or any adjoummenl thereof), and such delivery must be made in accordance with the 

instructions accompanying such Ordinary Affected Creditors' Proxy or Noleholders' Proxy. 

46. THIS COURT ORDERS that, in order to be effective, any Noteholders' Proxy must 

clearly state the name and contain the signature of the applicable Participant Holde(, the 

applicable account number or numbers of the account or accounts maintained by the applicable 

Beneficial Noteholder with such Patticipant Holder, and the principal amount of Notes 

(excluding any pre-or post-filing interest) that such Beneficial Noteholder holds in each such 

account or accounts. Where a Beneficial Noteholder holds Notes through more than one 

Participant Holder, its Noteholders' Proxy is required to be executed by only one of those 

Participant Holders, provided that the Beneficial Noteholder shall provide the information 

required in its Noteholders' Proxy with respect to its Notes held with all Participant Holders to 

allow the Monitor to verifY the aggregate amount of Notes held by such Beneficial Noteholder 

for the purposes of voting on the Plan. 

47. THJS COURT ORDERS thai notwithstanding anything in paragraphs 44, 45 or 46 or 

any minor error or omission in any Ordinary Affected Creditors' Proxy or Noteholders~ Proxy 
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that is submitted to the Monitor, the Chair shall have the discretion to accept for voting purposes 

any Ordinary Affected Creditors' Proxy or Noteholders' Proxy submitted to the Monitor in 

accordance with the Meeting Order. 

48. THIS COURT ORDERS that ifthere is any dispute as to the principal amount or number 

of Notes held by any Beneficial Noteholder, the Moni lor will request lhe Participant Holder, if 

any, who maintains book entry records or other records evidencing such Beneficial Noteholder 's 

ownership of Notes, to confi rm with the Monitor the infom1ation provided by such Beneficial 

Noteholder. Jf any such dispute is not resolved by such Beneficial Noteholder and the Monitor 

by the date of the Meeting (or any adjournment thereof), the Monitor shall tabulate the vote for 

or against the Plan in respect of the disputed principal amount of such Beneficial Noteholder's 

Notes separately. If: (i) any such dispute remains unresolved as of the date of the Sanction 

Hearing; and (ii) the approval or non-approval of the Plan would be affected by the votes cast in 

respect of such disputed principal amount of Notes, then such result shall be reported to the 

Court at the Sanction HeaTing and, if necessary, the Monitor may make a request to the CoU11 for 

directions. 

VOTING OF UNRESOLVED CLAIMS 

49. THlS COURT ORDERS that notwithstanding anyth ing to the contrary herein or in the 

Plan, each Affected Creditor with an Unresolved Claim as at the Voting Record Date shall be 

entitled to attend the Meeting and shall be entitled to one vote at the Meeting in respect of such 

Unresolved Clahn. Any vote cast in respect of an Unresolved Claim shall be dealt with in 

accordance with paragraph 50, unless and until (and then only to the extent that) such 

Unresolved Claim is ultimately detem1ined to be: (i) a Voting Claim, in which case such vote 

shall have the dollar value attributable to such Voting Claim~ or (ii) disallowed, in which case 

such vote shall not be counted for nny purpose. 

50. THlS COURT ORDERS that the Monitor shall keep a separate record of votes cast by 

Affected Creditors with Unresolved Claims and shall report to the Court with respect thereto at 

the Sanction Hearing. Jf approval or non-approval of the Plan by Affected Creditors would be 

altered by the votes cast in respect of Unresolved Claims: (i) such result shall be reported to the 

Court as soon as reasonably practicable after the Meeting; (ii) if a deferral of the Sanction 
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Hearing is deemed to be necessary or advisable by the Monitor (in consultation with the 

Applicant and counsel to the Initial Consenting Noteholders), the Monitor shall request an 

appropriate deferral of the Sanction Hearing; and (iii) the Monitor may make a request to the 

Court for directions. 

51. THIS COURT ORDERS that each of the Third Party Defendants shall be entitled to one 

vote as a member of 1he Affected Creditors Class in respect of any Class Action Indemnity 

Claim that it has properly filed in respect of the Indemnified Noteholder Class Action Claims, 

provided that the aggregate value of all such Class Action Indemnity Claims shall, for voting 

purposes, be deemed to be limited lo the amount of the Indemnified Noteholder Class Action 

Limit )n the event that such Indemnified Noteholder Class Action Limit is in place at the time of 

voting. The Monitor sh~Jl keep a separate record ofvotes cast by the Third Party Defendants in 

respect of such Class Action Indemnity Claims, and the Monitor shall report to the Court with 

respect thereto at the Sanction Hearing, including as to whether or not a vote in favour of the 

Plan or against the Plan by the Third Party Defendants would have bad any effect on the 

approval of the Plan by the Required Majority. 

52. THIS COURT ORDERS that the Applicant and the Monitor shall have the right to seek 

the assistance of the Court at any time in valuing any Unresolved Claim if required to ascertain 

the result of any vote on the Plan. 

53. THIS COURT ORDERS that, pursuant to the Order of this Cour1 dated July 27,2012 in 

these proceedings~ any Claims that have been properly filed by any of the Third Party 

Defendants against the Applicant in respect of defence costs incurred or to be incurred by the 

Third Party Defendants in connection with defending themselves against the Shareholder Claims 

("Defence Costs Claims'') shall be treated as Unresolved Claims for purposes of this Meeting 

Order and voting at the Meeting. 

PERSONS NOT ENTITLED TO VOTE 

54. THIS COURT ORDERS that, for greater certainty, the foJiowing Persons, in such 

capacity, sha ll have no right to, and shall no!, vote at the Meeting: Unaffected Creditors; 

Noteholder Class Action Claimants: Equity Claimants; any Person with a D&O Claim; any 
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Person with a D&O Indemnity Claim (other than a D&O Indemnity C1aitn in respect of Defence 

Costs Claims or in respect of the Indemnified Noteholder Class Action Claims); any Person with 

a Subsidiary Intercompany Claim; and any other Person asserting Claims against the Applicant 

whose Claims do not constitute Affected Creditor Claims on the Voting Record Date. 

CLAIMS OF THE ONTARIO SECURITIES COMMISSION 

55. THIS COURT ORDERS that the Ontario Securities Commission (the "OSC") shall (i) 

advise the Applicant and the Monitor as to whether il will pursue any rights or claims against the 

Applicant or the Directors or Officers that have or could give rise to a monetary administrative or 

other monetary penalty or claim (''OSC Monetary Claims") on or prior to September 13, 2012, 

which date shall serve in effect as a claims bar date for purposes of any OSC Monetary Claims 

that may be asserted by the OSC as against the Applicant or any Director or Officer, and (ii) with 

respect to any OSC Monetary Claims that the OSC may so assert, shall in each case specify the 

quantum of each such OSC Monetary Claim. 

56. THIS COURT ORDERS that, in tbe event that the Applicant and the Monitor are advised 

of any OSC Monetary Claims pursuant to and in accordance with paragraph 55, the Monitor 

shall within three (3) Business Days of being so advised, deliver the Ordinary Affecred Creditor 

Meeting Materials by courier, personal delivery or email to the OSC (or to counsel for the OSC 

as appears on the service list). 

RESTRUCTURlNG CLAIMS 

57. THIS COURT ORDERS that the Monitor shall, no later than three (3) Business Days 

following the receipt of a Proof of Claim from any Person asserting a Restructuring Claim, 

deliver the Ordinary Affected Creditor Meeting Materials by courier, personal delivery or email 

to such Person at the address set out in any such Proof of Claim. 

APPROVAL OF THE PLAN 

58. THJS COURT ORDERS that the Plan must receive an affirmative vote of the Required 

Majority in order to be approved by the Affected Creditors. 
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59. THIS COURT ORDERS that the result of any vote at the Meeting shall be binding on all 

Affected Creditors, regardless of whether such Affected Creditor was present at or voted at the 

Meeting. 

PLAN SANCTION 

60. THlS COURT ORDERS that the Monitor shall report to the Court the results of any 

votes taken at the Meeting as soon as reasonably procticable after the Meeting (or any 

adjournment thereof). If the Plan is approved by the Required Majority, the Applicant may 

apply to the Court at 10:00 A.M. on the Sanction Hearing Date for the Sanction Order (the 

"Sanction Hearing"). 

61. THIS COURT ORDERS that service of this Meeting Order by the Monitor or the 

Applicanc to the parties on the service list shall constitute good and suffi.cient service of notice of 

the Sanction Hearing on all Persons entitled to receive such service and no other form of notice 

or service need be made and no other materials need be served in respect of the Sanction 

Hearing, except that any pnrty shall also serve the service Jist with any additional materials that it 

intends to use in support of the Sanction Hearing. 

62. THIS COURT ORDERS that any Person who wishes to oppose the Sanction Hearing 

shall serve on the Applicant, the Monitor and the service list a notice setting out the basis for 

such opposition and a copy of the materials to be used to oppose the Sanction Hearing at !east 

four (4) days before the date set for the Sanction Hearing. 

MISCELLANEOUS 

63. Tf·JlS COURT ORDERS that nothing in this Meeting Order (including the acceptance or 

determination of any Claim, or any part thereof, as a Voting Claim in accordance with this 

Meeting Order) has the effect of determining Proven Claims for purposes of the Plan. 

64. THIS COURT ORDERS that, lor the purposes of this Meeting Order (including the 

calculation of the Required Majority), all Affected Creditor Claims shall be deemed to be 

denominated in Canadian dollars and any Affected Creditor Claims denominated in a foreign 

currency shall be deemed to be converted to Canadian dollars using the Reuters closing rate on 
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the Filing Date (as foLmd at http;//www.rellters.com/finance/currencjes), without prejudice to a 

different exchange rate being proposed in the Plan. 

65. THIS COURT ORDERS that the Applicant or the Monitor may from time to time apply 

lo this Court for advice and directions in the discharge of thejr powers and duties hereunder. 

Y. i! l:!:Ft£1) ~T I IN~<.::Wr ~ TO!i!ON'!1,) 
A•' , {Y,xw: ~m· 
t.lV DA.NSlj;' ~!Y~t~1'~1-': NO.~ 

SEP ~ .. Z012 
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SCHEDULE "A" 

NOTICE TO AFFECTED CREDITORS OF SJNO-FOREST CORPORA TJON 

NOTICE IS HEREBY GlVEN that a plan of compromise and reorganization (as amended from 

time to time, the "Plan'') has been filed with the Ontario Superior Court of Justice (Commercial 

List) (the "Court'') in respect of Sino-Forest Corporation (the "Applicant") pursuanl to the 

Companies ' Creditors Arrangement Acl, R.S.C. 1985, c. C-36, as amended (the "CCAA"). 

A copy of the Plan is set out as a schedule to the infonnation circular dated • (the "Circular'') 

for the Meeting (as defined below). 

NOTICE IS ALSO HEREBY GIVEN that a meeting of Affected Creditors (the "Meeting") will 

be held at 10:00 a.m. on •. 2012 (or such other date as may be set and announced in accordance 

with the Meeting Order) at the offices of Bennett Jones LLP, 3400 One First Canadian Place, 

Toronto, Ontario, for the purpose of considering and, if thought advisable, passing, witn or 

without variation, a resolution to approve the Plan (the tull text of which resolution is set out as a 

schedule to the Circular) and to transact such other business as may properly come before the 

Meeting (or any adjournment thereof). The Meeting is being held pursuant to the Order of the 

Court made on • (the "MI!efing Order") and the endorsement of the Court made on August 31, 

2012 (the "Endorsement"). Copies of the Meeting Order and the Endorsement are set out as 

schedules to the Circular. Capitalized tenns used but not otherwise defined in this notice have 

the meaning ascribed to them in the Meeting Order. 

The Plan must receive an affirmative vote of the Required Majority in order to be approved by 

the Affected Creditors. The Required Majority is a majority in number of Affected Creditors 

with Voting Claims, and two-thirds in value of the Voting Claims held by such Affected 

Creditors, in each case who vote (in person or by proxy) on the Plan at the Meeting. The Plan 

must also be sanctioned by a final order of the Court (the "Sanction Order") pursuant to the 

CCAA. Notice is also hereby given that, if the Plan is approved by the Required Majority at the 

Meeting, the Sanction Order will be sought in an application before the Court at I 0:00a.m. on •, 

2012 (or such other date after the Meeting as may be set by the Court), 1o seek approval of lhe 

Plan. If the Plan is approved by the Requisite Majority and sanctioned by the Court, then, 
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subject to the satisfaction or waiver of the conditions to implementation of the Plan, all Persons 

referred to in the Plan (includjng the Affected Creditors) will receive the treatment set out in the 

Plan. 

AMENDMENTS TO THE PLAN 

The Applicant may, at any time and from lime to time prior to or at the Meeting, amend, restate, 

modify and/or supplement the Plan, subject to the terms of the Plan, provided that: (i) the 

Monitor, the Applicant or the Chair shall communicate the details of any such amendment, 

restatement and/or supplement to all Affected Creditors present at the Meeting prior to any vote 

being taken at the Meeting; (ii) the Applicant shall provide notice to the service list of any such 

amendment, restatement and/or supplemeJ1t and shall file a copy thereof with this Court 

forthwith and in any event prior to the Sanction Hearing; and (iii) the Monitor shall post an 

electronic copy of any such amendment, restatement and/or supplement on the Website forthwith 

and in any event prior to the Sanction Hearing. 

COMPLET(ON OF PROXIES 

Any Affected Creditor who is entitled lo vote at the Meeting and that wishes to vote at the 

Meeting must complete, sign and return the applicable form of proxy enclosed in lhe Circular in 

the return envelope provided or by fax at the fax number below or by email in PDF f01mat at the 

email address below. In order to be effective, a proxy must be deposited with the Monitor, at the 

address, fax or email below, nt any lime prior to 5:00p.m. on the third Business Day before the 

Meeting (or any adjournment thereat). 

The Monitor's contact infonnation for the purpose of filing forms of proxy and for obtaining any 

additional information or materials related to the Meeting is: 

FTT Consulting Canada Inc. 
TD Waterhouse Tower 
79 Welllngton Street West, Suite 2010 
P.O. Box 104 
To(onto, Ontario M5K 1 G8 

Attention: Jodi Porepa 
Emai I: sfc@fticonsulting.C<Jm 
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Fax: (416) 649-8101 

This notice is given by the Monitor pursuant to the Meeting Order. 

You can also view copies of documents relating to this process on the following website 

http ://cfcanada. ft icon suIt ing.com/sfc/. 

Dated at Toronto, Ontario this • day of • , 2012. 
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SCHEDULE "B'' 

INSTRUCTIONS TO PARTICIPANT HOLDERS 

URGENT-IMMEDIATE ACTION REQUIRED 

•, 2012 

TO: PARTICIPANT HOLDERS OF SINO-FOREST CORPORATION'S: 

(i) US$345,000,000 5.00% CONVERTIBLE SENIOR NOTES DUE 2013 (Rule 

144A CUSIP No. 82934HAB7/Regulation S CUSIP No. C83912AB8); 

( ii) US$399,517,000 10.25% GUARANTEED SENIOR NOTES DUE 2014 (Rule 

144A CUSIP No. 82934HAC5/Regulation S CUSIP No. C83912AC6); 

(ii i) US$460,000,000 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule 

144A CUSIP No. 82934HA03/Regulation S CUSIP No. C83912AD4); and 

(iv) US$600,000,000 6.25% GUARANTEED SE NIOR NOTES DUE 2017 Rule 

144A CUSIP No. 82934HAF8/Rcgulation S CUSIP No. C83912AF9), 

(collect ively, lhe " Notes") 

Re: Meeting of Affected Creditors of Sino-Forest Corporation 1o vote on the Plan of 

Compromise and Ueorgani7..ation pursuant to the Companies' Creditors 

Arrnttgemellt Act (the "Plan '' ) 

According to the records of The Depository Trust Company e'DTC") or the applicable note 

indenture trustee, you are the holder or custodian (the "Participant Holder") on behalf of an 

unregistered holder of one or more of the Notes (an "Unregistered Notcholder ''). You (or your 

agent) are required by paragraph 26 of the enclosed Court Order (the "M eeting Order ") to 

complete and sign the applicable part of an enclosed Noteholdcrs' Proxy (the box on pnge 2) fo r 

each Unregistered Noteholder for whom you act as Participant Holder and to mail it directly to 

each such npplicah le Unregistered Noteholder within live (5) Business Days. 
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We enclose Noleholder Meeling Materials to be forwarded by you or your agent (together with 

an appropriately completed and signed Noteholders' Proxy) to eacb of the Unregistered 

Noteholders recorded in your account records or book entry records. We enclose one additional 

copy of these materials for your use. THE MATERIALS ARE TIME SENSITIVE AND 

MUST BE FORWARDED TO EACH OF THE UNREGISTERED NOTEHOLDERS 

TOGETHER WITH THE NOTEHOLDERS' PROXY COMPLETED BY YOU FOR 

THAT UNREGISTERED NOTEHOLDER WITHOUT DELAY. 

THE TOTAL AMOUNT OF ALL NOTEHOLDER CLAJMS HAS BEEN FILED BY THE 

NOTE INDENTURE TRUSTEES. THEREFORE YOU DO NOT HAVE TO PROVIDE A 

PROOF OF CLAIM. 

The Noleholders' Proxy is to be completed and signed by you or your agent and by the 

Unregistered Noteholder and is to be provided by the Unregistered Noteholder directly to Sino

Forest's Monitor, FTJ Consulting Canada Inc. , in the enclosed envelope or by facsimile 

transmission or email. 

PLEASE INSTRUCT UNREGISTERED NOTEHOLDERS TO DELIVER THEIR 

PROXIES DIRECTLY TO FTI CONSULTING CANADA INC. IN ACCORDANCE 

WITH THE INSTRUCTlONS TO UNREGISTERED NOTEHOLDERS. PROXIES 

MUST BE RECEIVED BY FTI CONSULTING CANADA JNC. PRIOR TO THE 

DEADLINE OF 5:00P.M. ON THE THIRD BUSINESS DAY BEFORE THE MEETING 

(OR ANY ADJOURNMENT THEREOF). 

Before sending the Noteholders' Proxy and the other materials to an Unregistered Noteholder, 

please: 

1. insert in the Noteholders' Proxy in the appropria te spaces (in the box on page 2) 

the name of the applicable Unregistered Noteholder, your organizat ion's name as 

Participant Holder, the applicable account number and the principal amount of the 

Notes held in such account: and 

2. sign the Noteholders' Proxy as Panicipant Holder where indica ted. 
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We request that you provide any assistance that an Unregistered Noteholder may require in 

completing its Noteholders' Proxy. You are required by the Meeting Order to complete and 

forward such Noteholders' Proxies and the other materials to the applicable Unregistered 

Noteholders as specified in these instructions. 

lf you have a standard practice for distribution of meeting materials to Unregistered Noteholders 

and for the gathering of information and proxies or voting instructions from Unregistered 

Noteholders that differs from the process described above, please contact the Monitor 

immediately to determine whether you are able to use such standard practice as an alternative to 

the process described above. 

If you have any questions regarding your obligations or the process, or require additional copies 

of any materials, please contact the Monitor at the following address: 

FTI Consulting Canada Inc., the Court-appointed 
Monitor of Sino-Forest Corporation 
TO Waterhouse Tower 
79 Wellington Street West, Suite 2010 
P.O. Box 104 
Toronto, Ontario M5K I 08 

Attention: Jodi Porepa 
Email: sfc@fticonsulting.com 
Fax: (416) 649-8101 

You can also view copies of documents relating to this process on the foiJowing website 

http://cfcanada.fiiconsulting.com/sfc/. 
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SCHEDULE"C" 

INSTRUCTIONS TO ORDJNARY AFFECTED CREDITORS 

URGENT -IMMEOIATE ACTION REQUIRED 

·~2012 

TO: ORDINARY AFFECTED CREDITORS OF SfNO-FOREST CORPORATION 

Re: Meeting of Affected Creditors of Sjno~Forcst Corporation to vote on the Plan of 

Compromise and Reorganization pursuant to the Compa11ies' Creditors 

Arra11geme111 Act (tbe ''Plan") 

We enclose in this package the following documents for your review and consideration: 

t. Notice to Affected Creditors; 

2. the Plan proposed in respect of Sino-Forest Corporation; 

3. an lnfonnation Circular in respect of Sino~ Forest Corporation and the Plan; 

4. copy of the Meeting Order of the Ontario Superior Court of Justice dated • (the 

"Meeting Order"); 

5. copy of the endorsement of the Ontario Superior Court of Justice made on Augusl 31, 

2012 (the "Endorsement"); and 

6. blank form of Ordinary Affected Creditors' Proxy, completion instructions and a return 

envelope. 

The purpose of these materials is to enable you to consider the Plan and vote to accept or reject 

the resolution to approve lhe Plan at the Meeting of Affected Creditors of Sino-Forest 

Corporation lobe held at 10:00 a.m. on • , 2012 (or such other daLe as may be set and announced 

in accordance with the Meeting Order) at the offices of Bennett Jones LLP, 3400 One First 

Canadian Place, Toronto, Ontario (the "Meeting"). 
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PROXIES 

Ordinary Affected Creditors who wish to vote at the Meeting must complete the enclosed 

Ordinary Affected Creditors' Proxy and provide it to the Monitor, using the enclosed envelope, 

or by sending it to the Monitor by facsimile transmission at the fax number noted below or by 

email (in PDF fonnat) at the email address below, so that it is received by the Monitor no later 

than 5:00 p.m. (Toronto time) on the third Business Day before the Meeting (or any adjoumment 

thereof). Any Ordinary Affected Creditor must provide the Ordinary Affected Creditors' Proxy 

to the Monitor by this deadline lo vote at the Meeting of Affected Creditors. 

FURTHER INFORMATION 

If you have any questions regarding the process or any of the enclosed forms, please contact FTI 

Consulting Canada Inc. at the following address: 

FTI Consulting Canada Inc., the Court-appointed 
Monitor of Sino-Forest Corporation 
TD Waterhouse Tower 
79 Wellington Street Wesl, Suite 2010 
P.O. Box 104 
Toronto, Ontario MSK 108 

Attention: Jodi Porepa 
Email: sfc@fticonsulting.com 
Fax:(416)649-8JOI 

You can also view copies of documents relating to !his process on the following website 

h ltp :1 I cfcanada. fti consulting. com/sfc/. 
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SCHEDULE "D" 

INSTRUCTIONS TO REGISTERED NOTEHOLDERS 

URGENT- IMMEDIATE ACTION REQUIRED 

•, 2012 

TO: REGISTERED HOLDERS OF SlNO~FOREST CORPORATION'S: 

(i) US$345,000,000 5.00% CONVERTIBLE SENlOR NOTES DUE 2013 (Rule 

144A CUSJP No. 82934HAB7/Regulation S CUSJP No. C83912AB8); 

(ii) US$399,517,000 10.25% GUARANTEED SENIOR NOTES DUE 2014 (Rule 

144A CUSIP No. 82934HACS!Regulation S CUSIP No. C83912AC6); 

(iii) US$460,000,000 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule 

144A CUSIP No. 82934HAD3/Regu1ation S CUSJP No. C83912AD4); and 

(iv) US$600,000,000 6.25% GUARANTEED SENIOR NOTES DUE 2017 Rule 

144A CUSIP No. 82934HAF8/Regulation S CUSIP No. C83912AF9), 

(collectively, the "Notes") 

Re: Meetillg of Affected Creditors of Sino-Forest Corporation to vole on the Plan of 

Compromise and Reorganization pursuant to the Companies, Creililors 

Arrangement Act (the "Plan") 

We enclose in this package the follow;ng documents for your review and consideration: 

I. Notice to Affected Creditors; 

2. the Plan proposed in respect of Sino-forest Corporation; 

3. an lnfom1ation Circular with respect to Sino-Forest Corporation and tbe Plan; 
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4. copy of lhe Meeting Order of the Ontario Superior Court of Justice dated • (the 

"Meeting Order"); 

5. copy ofthe endorsement of the Ontario Superior Court of Justice made on August 

3 l, 2012 (the "Endorsement"); and 

6. blank form ofNoleholders' Proxy, completion instructions and return envelope. 

The purpose of these materials is to provide you with the documents required for dissemination 

to Benef\cial Noteholders to enable Beneficial Notel10lders to consider the Plan and to cast their 

vote to accept or reject the resolution to approve the Plan at the meeting of the Affected 

Creditors to be held at 10:00 a.m. on • , 2012 (or such other date as may be set and announced in 

accordance wi th the Meeting Order) a t the offices of Bennett Jones LLP, 3400 One First 

Canadian Place, Toronto, Ontario (the "Meeting"). 

lF YOU HOLD NOTES FOR ANOTHER PERSON PROXIES ARE TO BE FILED 

ONLY BV BENEFICIAL NOTEHOLDERS. IF YOU ARE A TRUST COMPANY, 

DEPOSITORY, A BROKER, A BOOK ENTRY SYSTEM, AN AGENT, A CUSTODIAN 

OR ANY OTHER ENTITY WHICH HOLDS NOTES FOR ANOTHER PERSON, 

PLEASE IMMEDIATELY CONTACT FTI CONSULTJNG CANADA INC. (fHE 

"MONITOR") AT THE ADDRESS BELOW TO SO ADVISE IT. THE MONJTOR WILL 

THEN SEND YOU THE MATERIALS SET OUT IN SCHEDULE "B" OF THE 

MEETING ORDER WHICH HAVE BEEN PREPARED TO ADDRESS YOUR 

SITUATION. 

CLAIM 

THE TOTAL AMOUNT OF ALL NOTEHOLDER CLAIMS HAS BEEN FILED BY THE 

NOTE INDENTURE TRUSTEES. THEREFORE YOU DO NOT HAVE TO PROVIDE A 

PROOF OF CLAJM. 

IF YOU ARE A BE NEFICJAL NOTEHOLDER 

rf you are a Beneficial Noteholder (i.e., you own Notes beneficially yourself and do not hold 

such Notes for the benefit of another person) and you wish to vote at the Meeting, you must 
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complete the enclosed Noteholders' Proxy and provide it to the Monitor using the enclosed 

envelope, or by sending it to the Monitor by facsimile transmission at the fax number noted 

below or by email (in PDF format) al the email address below, so that it is received by the 

Monitor .no later than 5:00 p.m. (Toronto time) on the third Business Day before the Meeting or 

any adjournment thereof. Beneficial Noteholder must provide the Noteholders' Proxy to the 

Monitor by this deadline in order to vote at the Meeting of Affected Creditors. 

FURTHER INFORMATION 

If you have any questions regarding the process or any of the enclosed forms, please contact FTI 
Consulting Canada Inc. at the following e1ddress: 

rTJ Consulting Canada Inc., the Court-appointed 
Monitor of Sino-Forest Corporation 
TD Waterhouse Tower 
79 Wellington Street West, Suite 2010 
P.O. Box 104 
Toronto, Ontario M5K 108 

Attention: Jodi Porepa 
Email: sfc@fticonsulting.com 
Fax: (416) 649-8101 

You can also view copies of documents relating lo this process on the following website 

http :1 /cfcanada. f1 i consulting. com/sfc/. 
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SCHEDULE "E" 

INSTRUCTIONS TO UNREGISTERED NOTEHOLDERS 

URGENT- IMMEDIATE ACTION REQUIRED 

•• 2012 

TO: UNREGISTERED HOLDERS OF SINO-FOREST CORPORATION'S: 

(i) US$345,000,000 5.00% CONVERTIBLE SENIOR NOTES OUE 2013 (Rule 

144A CUSIP No. 82934HAB7/Regulatjon S CUSIP No. C839J2AB8); 

(ii) US$399,517,000 10.25% GUARANTEED SENlOR NOTES DUE 2014 (Rule 

144A CUSIP No. 82934HAC5/Regulation S CUSJP No. C83912AC6); 

(iii) US$460,000,000 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule 

t44A CUSIP No. 82934HAD3/Rcgulation S CUSIP No. C83912AD4); and 

(iv) US$600,000,000 6.25% GUARANTEED SENIOR NOTES DUE 2017 Rule 

144A CUSIP No. 82934HAF8/Regulation S CUSIP No. C83912AF9), 

(collecti vely, the " Notes'') 

Re: Meeting of Affected Creditors of Sino~Foa·est Coa·poration to vote on the Plan of 

Compromise and Reorganization pursuant to the Companies' Credilo1·s 

Arrangement Act (the "Pfan") 

You are considered an Unregistered Noteho lder if your Notes are shown by the books and 

records of the applicable indenture trustee to be held by your broker, DTC or another similar 

holder (a ·'Participant Holder") on your behalf. lf your Notes are held by a Pat1icipan1 Holder, 

these instructions apply ro you. 

We enclose in this package the following documents for your review and consideration : 

1. Notice to Affected Creditors; 
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2. the Plan proposed in respect of Sino-Forest Corporation; 

). an 1nformation Circular with respec( to Sino-Forest and the Plan; 

4. copy of the Meeting Order of the Ontario Superior Court of Justice dated • (the 

"Meeting Order''), 20 I 2; 

5. copy of the endorsement ofthe Ontario Superior Court of Justice made on August 

31, 2012 (the "Endorsement11
); and 

6. blank form ofNoteholders' Proxy, completion instructions and return envelope. 

The purpose of these materials is to provide you with the documents required to enable you to 

consider the Plan and to cast your vote to accept or reject the resolution to approve the Plan at 

the meeting of the Affected Creditors to be held at 10:00 a.m. on •, 2012 (or such other date as 

may be set and announced in accordance with the Meeting Order) at the offices of Bennett Jones 

LLP, 3400 One First Canadian Place, Toronto, Ontario (the "Meeting"). 

CLAIM 

THE TOTAL AMOUNT OF ALL THE NOTEHOLDER CLAIMS HAS BEEN FILED BY 

THE NOTE fNDENTURE TRUSTEES. THEREFORE, YOU DO NOT HAVE TO PROVIDE 

A PROOF OF CLAIM. HOWEVER IF VOU WISH TO VOTE ON THE PLAN, YOU 

MUST COMPLETE THE ENCLOSED NOTEHOLDERS' PROXY IN ACCORDANCE 

WITH THE INSTRUCTIONS SET OUT THEREIN AND RETURN IT TO THE 

MONITOR PRIOR TO 5:00P.M. (TORONTO TJME) ON THE THIRD BUSINESS DAY 

DEFORE THE MEETrNG OR ANY ADJOURNMENT THEREOF. 

PROXY 

The box on page 2 of your proxy should have been completed and signed by your Participant 

Holder to indicate the principal amount of Notes held by the Participant Holder on your behalf as 

at the Voting Record Date of •. Jf it has not been completed and signed. please contact your 

Participant Holder immediately to arrange for it to be completed and signed. You must complete 

your ponion of the enclosed Noteholders' Proxy (including paragraph l of the proxy) and 

289 



I t 

- 3-

provide it to FTI Consulting Canada Inc. (the "Monitor"), using the enclosed envelope, or by 

sending to the Monitor by facsimile transmission at the fax number noted below or by email (in 

PDF fom1at) at tile email address below, so that it is rece1ved by the Monitor no later than 5:00 

p.m. (Toronto time) on the third Business Day before the Meeting or any adjournment thereof. 

You must provide the completed proxy to the Monitor by this deadline if you wish to cast your 

vote at the Meet ing of Affected Creditors. 

YOU SHOULD NOT SEND THE PROXY TO YOUR PARTICIPANT HOLDER. YOUR 

PROXY SHOULD BE SENT DIRECTLY TO FTI CONSUL TJNG CANADA fNC. IN THE 

ENVELOPE PROVIDED OR BY FACSIMILE OR EMAIL. 

If you have any questions regarding your obligalions or the process, or require additional copies 

of any materials please contact the Monitor at the following address: 

The Monitor 
FTI Consulting Canada Inc., the Court-appointed 
Monitor of Sino-Forest Corporation 
TO Waterhouse Tower 
79 Wellington Street West, Suile 2010 
P.O. Box 104 
Toronto, Ontario M5K I G8 

Attention: Jodi Porepa 
Emai I: sfc@fiiconsulting.com 
Fax: (416) 649-8101 

You can also view copies of documents relating to this process on the following website 

ht!p ://cfcanada. fticonsu lti ng.com/sfc/. 
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SCHEDULE "F" 

NOTEHOLDERS' l)ROXY 

For Use by Beneficial Owners of Sino-Forest Corporation's Notes 

MEETING OF AFFECTED CREDITORS OF SINO-FOREST CORPORATION 

to be held pursuant to an Order of the Ontario Superior Court of Justice (the "Meeting Order'') 

in connection with the Plan ofCornpromise and Reorganization (the ''Plan") 

under the Companies' Creditors Arrangemenl Act (Canada) in respect of 

Sino-Forest Corporation ("Sino-Forest") 

on •, 2012 at 10:00 a.m. 

(or such other date as may be set and announced in accordance with the Meeting Order) 

at: 

Bennett Jones LLP, 3400 One First Canadian Place 

Toronto, Ontario 

and at any adjournment thereof. 

Before completing this Proxy, please read carefully the instructions accompanying this Proxy for 

information respecting the proper completion and return of this Proxy. 

THIS PROXY MUST BE COMPLETED AND SIGNED BY THE PARTICIPANT 

HOLDER AND THE UNREGISTERED NOTEHOLDER AND MUST BE PROVIDED 

TO THE MONITOR, FTI CONSULTING CANADA INC., PRIOR TO 5:00 P.M. 

TORONTO TIME ON THE THIRD BUSINESS DAY BEFORE THE MEETING (OR 

ANY ADJOURNMENT THEREOF). 
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TO BE COMPLETED AND SIGNED BY THE PARTICIPANT HOLDER PRIOR TO 

SENDING THIS PROXY 1'0 THE BENEFICIAL OWNER OF NOTES 

Name of Unregistered Noteholder 

(Client or Principal for whom Notes are held): 

Name of Participant Holder for this Unregistered 

Noteholder's Notes: 

Account Number: 

Principal Amount of Notes 

Held for this Unregistered Noteho\der by series: _______________ _ 

Participant Holder Signature: 

(Print Name of Contact at Participant Holdet·) 

Phone Number of Participant Holder: By: 

Email Address of Participant Holder: 

(Signature of authorized signing officer of 

Participant Holder) 
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REMAINDER OF PROXY TO BE COMPLETED BY BENEFIClAL OWNER 

THE UNDERSIGNED UNREGISTERED NOTEHOLDER hereby revokes all proxies 

previously given and nominates, constitutes and appoints 

------------- -- or, if no person is named, Robert J. Chadwick of 

Goodmans LLP (or his designee), as nominee of the Unregistered Noteholder. with power of 

substitution, to attend on behalf of and act for the Unregistered Noteholder at the Meeting of 

Affected Creditors of Sino-Forest Corporation to be held in connection with the Plan and at 

any and all adjournments thereof, and to vote the Unregistered Noteholder's claims in respect 

of the Notes beneficially owned by it as follows: 

A. (mark one only) 

0 VOTE FOR approval of the Plan; or 

0 VOTE AGAlNST approval of the Plan; 

and-

B. vote at the nominee's discretion and otherwise act for and on behalf of the 

undersigned Unregistered Noteholder with respect to any amendments or 

variations to the Plan and to any other matters that may come before the 

Meeting of the Affected Credilors of Sino-Forest Corporation or any 

adjournment thereof. 

If you do not indicate your vote in part "A" above and Robert J. Chadwick of Goodmans LLP (or 

his designee) is your nominee, he will vote this proxy FOR approval of the Plan. 

Please provide below: (i) the Name of each Participant Holder through which the Unregistered 

Noteholder holds Notes; (ii) the Unregistered Noteholder's account number with each such 

Participant Noteholder; and (iii) the principal amount of all Notes held on behalf of the 

Unregistered Noteholder by each Participant Holder. 
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NAME AND PHONE# OF ACCOUNT PRINCIPAL 

PARTlClPANT HOLDER NUMBER AMOUNT OF NOTES 

AND SERIES 
(Please list all Participants Holders 

through which you hold Notes) (Please identify the 

series ofNotes) 

(U additional space is required, please attach a separate page) 
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The Unregistered Noteholdcr hereby authorizes FTI Consulting Canada Inc. to contact aoy 

Participant Holder h3med above to confirm that the information set out above conforms to 

the information contained in the records of the Participant Holder. 

DATED this ___ day of _______ , 2012. 

(Prinl Name of Unregistered Noteholder) 

(Signature of Unregistered Notc:holder or, if the 

Unregistered Noteholder is a corporalion, signature of an 

authorized signing officer of the corporation and such 

officer's Iit ie) 

Phone Nt~mber of Unregistered Noteholder 
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INSTRUCTIONS FOR COMPLETION OF PROXY 

1. Each Unregistered Noteholdcr has the right to appoint a person (who need not be 

a Noleholder) to attend, act and vole for and on the Unregistered Noteholder' s 

behalf and such right may be exercised by inserting in the space in paragraph 1 

the name of the person to be appointed. An individual Unregistered Noteholder 

wishi ng to attend and vote in person at the Meeting of Affected Creditors of Sino

Forest Corporation should insert the Unregistered Noteholder's own name in the 

space provided. If no name has been inserted in the space provided, the 

Unregisfered Noteholder will be deemed to have appointed Robert J. 

Chadwick of Goodroans LLP (or his designee) as the Unregistered 

Noteholder' s pro:\:yholder. 

2. If Robert J. Chadwick of Goodmans LLP (or his designee) is appointed or 

deemed to be appointed as proxyholder and the Unregistered Noteholdcr 

fails to indicate on this Proxy a vote for or ngainst the approval of the Plan, 

this Proxy will be voted FOR approval of the Plan. 

3. The Unregistered Noleholder should insert the pdncipal amount of each series of 

No tes owned by lhe Unregistered Noteholder, specifying in each case the 

applicable Participant Holder and the series of Notes, in the space provided on 

page 4. 

4 . If this Proxy is not dated in the space provided, it will be deemed to bear the date 

on which it is received by the Monitor. 

5. This Proxy must be signed by the Beneficia l Owner of the applicable Notes or by 

hi s or her attorney duly authorized in writing or, if the Unregi ste red Notch older is 

a corporation, by a duly authorized officer or attomey of the corporation 

specifying the title of such officer or attorney. 

6. The Participant Holder must complete and sign the applicable portion of the 

Proxy (in the box on page 2) PRIOR to sending the Proxy to the Beneficial 

Owner. 
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7. Valid proxies bearing or deemed to bear a later dace will revoke this Proxy. If 

more than one valid proxy for the same Unregistered Noteholder and bearing or 

deemed to bear !he same date are received with conflicting instructions, such 

proxies will be treated as disputed proxies and will not be counted. 

8. This Proxy must be received by the Monitor by no later than 5:00 p.m. (Toronto 

time) on the third Business Day before the Meeting or any adjournment thereof, at 

the address set out below: 

FTI Consulting Canada Inc., the Court-appointed Monitor of Sino-Forest 
Corporation 

TD Waterhouse Tower 
79 Wellington Street West, Suite 2010 
P.O. Box l04 
Toronto, Ontario MSK I G8 

Attention: Jodi Porepa 
Email: sfc@fticonsulting.com 
Fax: (416) 649-8101 
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SCHEDULE "G'' 

ORDINARY AFFECTED CREDITORS' PROXY 

For Usc by Ordinary Affected Creditors of Sino-Forest Corporation 

MEETING OF AFFECTED CREDITORS OF SINO-FOR£ST CORPORATION 

to be held pursuant to an Order of the Ontario Superior Court of Justice (the "Meeting Order") 

in connection with the Plan of Compromise and Reorganization (the "Plan") 

under the Companies' Creditors Arrangement Act (Canada) in respect of 

Sino-Forest Corporation ("Sino-Forest") 

on •, 2012 at 10:00 a.m. 

(or such other date as may be set and announced in accordance with the Meeting Order) 

at 

Bennett Jones LLP. 3400 One First Canadian Place 

Toronto, Ontario 

and at any adjournment thereof. 

Before completing this Proxy, please read carefully the instructions accompanying this Proxy for 

it~(ormation respecling the proper cmnpletion and return of this Proxy. 

IN ORDER TO VOTE ON THE PLAN, THIS PROXY MUST BE COMPLETED AND 

SIGNED BY THE ORDINARY AFFECTED CREDITOR AND PROVIDED TO TH£ 

MONITOR, FTJ CONSULTING CANADA INC., PRlOR TO 5:00 P.M. TORONTO 

TIME ON THE THII~D BUSINESS DAY BEFORE THE ME~TING OR ANY 

ADJOURNMENT THEREOF. 
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THE UNDERSIGNED ORDINARY AFFECTED CREDITOR hereby revokes all proxies 

previously given and nominates, constitutes and appoints or, if no 

person is named, I insert representative ofthe Monitor! (or his/her designee) , as nominee of the 

Ordinary Affected Creditor, with power of substitution, to attend on behalf of and act for the 

Ordinary Affected Creditor at the Meeting of Affected Creditors of Sino-Forest C01-poration to 

be held in connection with the Plan and at <~ny and all adjournments thereof, and to vote the 

Ordinary Affected Creditor's Claim as follows: 

A. (mark one only) 

D VOTE FOR approval of the Plan; or 

0 VOTE AGAINST approval of the Plan; 

and-

B. vote at the nominee's discretion and otherwise act for and on behalf of the 

undersigned Ordinary Affected Creditor with respect to any amendments 

or variations to the Plan and to any other matters that may come before the 

Meeting of the Affected Creditors of Sino-Forest Corporation or any 

adjournment thereof. 

If you do not indicate your vote in part "A" above and !insert representative of the Monitor) or 

his/her designee is your nominee, and he/she will vote this proxy FOR approval of the Plan. 
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Dated this _____ day of _ ______ , 2012. 

(Print Name of Ordinary Affected Creditor) 

(Signature of Ordinary Affected Creditor or. if the Voting 

Affected Creditor is a corporation, signature of an 

authorized signing officer of the corporation and such 

officer's name and title) 

Phone Number of Ordinary Affected Creditor 
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INSTRUCTIONS FOR COMPLETION OF PROXY 

I. Each Ordinary Affected Credi1or has the right to appoint a person (who need not 

be a Ordinary Affected Creditor) to attend, act and vote for and on the Ordinary 

Affected Creditor's behalf and such right may be exercised by insening in the 

space provided the name of the person to be appointed. An individual Ordinary 

Affected Creditor wishing to attend and vote in person at the Meeting of Affected 

Creditors of Sino-Forest Corporation should insert the Ordinary Affected 

Creditor's own name in the space provided. If no name has been inserted in the 

space provided, the Ordinary Affected Creditor will be deemed to have 

appointed [insert representative of Monitor) (or his/her designee) as the 

Ordinary Affected Creditor's proxyholder. 

2. If !insert representative of Monitor) (or his/her designee) is appointed or 

deemed to be appointed as proxyholder and the Ordinary Affected Creditor 

fails to indicate on this Proxy a vote for or against the approval of the Plan, 

this Proxy wilt be voted FOR approval of the Plan. 

3. lfthis Proxy is nol dated in the space provided, it will be deemed to bear the date 

on which it is received by the Monitor. 

4. This Proxy must be signed by the Ordinary Affected Creditor or by lhe Ordinary 

Affected Creditor's attorney duly authorized in writing or, if the Ordinary 

Affected Creditor is a corporation, by a duly authorized officer or attorney of the 

corporation specifying the title of such offi~r or attorney. 

5. Valid proxies bearing or deemed to bear a later date will revoke this Proxy. [f 

more than one valid proxy for the same Ordinary Affected Creditor and bearing or 

deemed to bear the same date are received with conflict ing instructions, such 

proxies wi ll be treated as disputed proxies a11d will not be counted. 

6. This Proxy must be received by the Monitor by no later than 5:00p.m. (Toronto 

time) on the third Business Day before the Meeting or any adjournment thereof, at 

the address set out below: 
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FTJ Consulting Canada Inc., the Court-appointed Monitor of Sino-Forest 
Corporation 

TO Waterhouse Tower 
79 Wellington Street West, Suite 2010 
P.O. Box 104 
Toronto, Ontario M5K 1 08 

Attention: Jodi Porepa 
Emai I: sfc@fticonsu I ting.co m 
Fax: (416) 649-8101 

TOR_LAW\ '7988452\3 
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Court File No.: CV-12-9667-00CL 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(Commercial List) 

(PROCEEDING COMMENCED IN TORONTO) 

PLAN FILING AND MEETING ORDER 

BENNETT JONES LLP 
Banisters and Solicitors 
One Fit'St Canadjan Place 
Suite 3400, P.O. Box 150 
Toronto ON 
M5X 1A4 

Robert W. Staley (LSUC #271151) 
Kevin Zych (LSUC #33129T) 
DerekJ. Bell (LSUC #43420J) 
Raj Sahni (LSUC#42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax:: 416-863-1716 

Lawyers for the Applicant 
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CITA'fJON~ Sino-Forest Cotporation (Re), 2012 ONSC 5011 
COURT FILE NO.: CV-12-9667-00CL 

DATE: 20120831 

SUPERIOR COURT OF JUSTICE- ONTARIO 
(COMMERCIAL LIST) 

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

AND IN THE MATTER OF A PLAN OF COMPROMlSE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION, Applicant 

BEFORE: MORA WETZ J. 

COUNSEL: Jennifer Starn, for the Monitor 

HEARD: AUGUST 31,2012 

ENDORSEMENT 

(I] The parties have reached agreement that the requested relief should focus on the issues 
relating to Plan Filing and a Meeting Order. This will result in a modified order from that 
originally contemplated. 

[2) The Meeti ng Order is being made on the basis that there has been no determination of (a) 
the test for approval of the Plan, including (i) the jurisdiction to approve the Plan in its current 
fonn; (ii) whether the Plan complies with the CCAA; and (iii) whether any aspect or term of the 
Plan is fair and reasonable. (b) the validity or quantum of any claims; and (c) the classification of 
creditors for voting purposes. 

[3] Further, nothing in the Order should be interpreted as preventing or restricting or 
otherwise limiting the ability of any party to oppose a motion for sanction of the Plan. 

[4] Monitor's counsel to attend on Tuesday, September 4, 2012 with a form of Order for my 
review. 

Date: August 3 I, 2012 
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COURT OF APPEAL FOR ONTARIO 

CITATION: Sino-Forest Corporation (Re), 2012 ONCA 816 
DATE: 20121123 

DOCKET: C56115, C56118 & C56125 

Goudge, Hoy and Pepall JJ.A. 

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 

Peter H. Griffin, Peter J. Osborne and Shara Roy, for the appellant Ernst & 
Young LLP 

Sheila Block and David Bish, for the appellants Credit Suisse Securities 
(Canada) Inc., TO Securities Inc., Dundee Securities Corporation (now known as 
DWM Securities Inc.), RBC Dominion Securities Inc., Scotia Capital Inc., CIBC 
World Markets Inc., Merrill Lynch Canada Inc., Canaccord Financial Ltd. (now 
known as Canaccord Genuity Corp.), 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 

Kenneth Dekker, for the appellant BOO Limited 

Robert W. Staley, Derek J. Bell and Jonathan Bell, for the respondent Sino
Forest Corporation 

Benjamin Zarnett, Robert Chadwick and Julie Rosenthal, for the respondent the 
Ad Hoc Committee of Noteholders 

Clifton Prophet, for the Monitor FTI Consulting Canada Inc. 

Kirk M. Baert, A Dimitri Lascaris and Massimo Starnino, for the respondent the 
Ad Hoc Committee of Purchasers 

Emily Cole, for the respondent Allen Chan 

Erin Pleet, for the respondent David Horsley 

305 



Page: 2 

David Gadsden, for the respondent Poyry (Beijing) 

Larry Lowenstein and Edward A. Sellers, for the respondent the Board of 
Directors 

Heard: November 13, 2012 

On appeal from the order of Justice Geoffrey B. Morawetz of the Superior Court 
of Justice, dated July 27, 2012, with reasons reported at 2012 ONSC 4377, 92 
C.B.R. (5th) 99. 

By the Court; 

OVERVIEW 

[1] In 2009, the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-

36, as amended ("CCAA"), was amended to expressly provide that general 

creditors are to be paid in full before an equity claim is paid. 

[2] This appeal considers the definition of ''equity claim, in s. 2(1) of the 

CCAA. More particularly, the central issue is whether claims by auditors and 

underwriters against the respondent debtor, Sino-Forest Corporation ("Sino-

Forest"), for contribution and indemnity fall within that definition. The claims arise 

out of proposed shareholder class actions for misrepresentation. 

[3] The appellants argue that the supervising judge erred in concluding that 

the claims at issue are equity claims within the meaning of the CCAA and in 
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determining the issue before the claims procedure established in Sino-Forest's 

CCAA proceeding had been completed. 

[4] For the reasons that follow, we conclude that the supervising judge did not 

err and accordingly dismiss this appeal. 

II THE BACKGROUND 

(a) The Parties 

[5] Sino-Forest is a Canadian public holding company that holds the shares of 

numerous subsidiaries, which in turn own, directly or indirectly, forestry assets 

located principally in the People's Republic of China. Its common shares are 

listed on the Toronto Stock Exchange. Sino-Forest also issued approximately 

$1.8 billion of unsecured notes, in four series. Trading in Sino-Forest shares 

ceased on August 26, 2011 , as a result of a cease-trade order made by the 

Ontario Securities Commission. 

[6] The appellant underwriters 1 provided underwriting services in connection 

with three separate Sino-Forest equity offerings in June 2007, June 2009 and 

December 2009, and four separate Sino-Forest note offerings in July 2008, June 

2009, December 2009 and October 2010. Certain underwriters entered into 

agreements with Sino-Forest in which Sino-Forest agreed to indemnify the 

1 Credit Suisse Securities (Canada) Inc., TO Securities Inc., Dundee Securities Corporation (now known 
as DWM Securities Inc.), RBC Dominion Securities Inc., Scotia Capital Inc., CIBC World Markets Inc., 
Merrill Lynch Canada Inc., Canaccord Financial Ltd. (now known as Canaccord Genuity Corp.), 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. 
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underwriters in connection with an array of matters that could arise from their 

participation in these offerings. 

[7] The appellant BOO Limited ("BOO") is a Hong Kong~based accounting firm 

that served as Sino-Forest's auditor between 2005 and August 2007 and audited 

its annual financial statements for the years ended December 31, 2005 and 

December 31, 2006. 

[8] The engagement agreements governing BOO's audits of Sino-Forest 

provided that the company's management bore the primary responsibility for 

preparing its financial statements in accordance with Generally Accepted 

Accounting Principles ("GAAP") and implementing internal controls to prevent 

and detect fraud and error in relation to its financial reporting. 

[9] BOO's Audit Report for 2006 was incorporated by reference into a June 

2007 prospectus issued by Sino-Forest regarding the offering of its shares to the 

public. This use by Sino-Forest was governed by an engagement agreement 

dated May 23, 2007, in which Sino-Forest agreed to indemnify BOO in respect of 

any claims by the underwriters or any third party that arose as a result of the 

further steps taken by BOO in relation to the issuance of the June 2007 

prospectus. 

[10] The appellant Ernst & Young LLP ("E&Y") served as Sino-Forest's auditor 

for the years 2007 to 2012 and delivered Auditors' Reports with respect to the 
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consolidated financial statements of Sino-Forest for fiscal years ended December 

31, 2007 to 2010, inclusive. In each year for which it prepared a report, E&Y 

entered into an audit engagement letter with Sino-Forest in which Sino-Forest 

undertook to prepare its financial statements in accordance with GAAP, design 

and implement internal controls to prevent and detect fraud and error, and 

provide E&Y with its complete financial records and related information. Some of 

these letters contained an indemnity in favour of E& Y. 

[11] The respondent Ad Hoc Committee of Noteholders consists of noteholders 

owning approximately one-half of Sino-Forest's total noteholder debt.2 They are 

creditors who have debt claims against Sino-Forest; they are not equity 

claimants. 

[12] Sino-Forest has insufficient assets to satisfy all the claims against it. To the 

extent that the appellants' claims are accepted and are treated as debt claims 

rather than equity claims, the noteholders' recovery will be diminished. 

(b) The Class Actions 

[13] In 2011 and January of 2012, proposed class actions were commenced in 

Ontario, Quebec, Saskatchewan and New York State against, amongst others, 

2 Noteholders holding in excess of $1.296 billion, or 72%, of Sino-Forest's approximately $1.8 billion in 
noteholders' debt have executed written support agreements in favour of the Sino-Forest CCAA plan as 
of March 30, 2012. These include noteholders represented by the Ad Hoc Committee of Note holders. 
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Sino-Forest, certain of its officers, directors and employees, BOO, E&Y and the 

underwriters. Sino-Forest is sued in all actions. 3 

[141 The proposed representative plaintiffs in the class actions are 

shareholders of Sino-Forest. They allege that: Sino-Forest repeatedly 

misrepresented its assets and financial situation and its compliance with GAAP in 

its public disclosure; the appellant auditors and underwriters failed to detect 

these misrepresentations; and the appellant auditors misrepresented that their 

audit reports were prepared in accordance with generally accepted auditing 

standards ("GAAS"). The representative plaintiffs claim that these 

misrepresentations artificially inflated the price of Sino-Forest's shares and that 

proposed class members suffered damages when the shares fell after the truth 

was revealed in 2011. 

[15J The representative plaintiffs in the Ontario class action seek approximately 

$9.2 billion in damages. The Quebec, Saskatchewan and New York class actions 

do not specify the quantum of damages sought. 

[16J To date, none of the proposed class actions has been certified. 

(c) CCAA Protection and Proofs of Claim 

[17] On March 30, 2012, Sino-Forest sought protection pursuant to the 

provisions of the CCAA. Morawetz J. granted the initial order which, among other 

3 None of the appellants are sued in Saskatchewan and all are sued in Ontario. E& Y is also sued in 
Quebec and New York and the appellant underwriters are also sued in New York. 

310 



Page: 7 

things, appointed FTI Consulting Canada Inc. as the Monitor and stayed the 

class actions as against Sino-Forest. Since that time, Morawetz J. has been the 

supervising judge of the CCAA proceedings. The initial stay of the class actions 

was extended and broadened by order dated May 8, 2012. 

[18] On May 14, 2012, the supervising judge granted an unopposed claims 

procedure order which established a procedure to file and determine claims 

against Sino~Forest. 

[19] Thereafter, all of the appellants filed individual proofs of claim against 

Sino-Forest seeking contribution and indemnity for, among other things, any 

amounts that they are ordered to pay as damages to the plaintiffs in the class 

actions. Their proofs of claim advance several different legal bases for Sino

Forest's alleged obligation of contribution and indemnity, including breach of 

contract, contractual terms of indemnity, negligent and fraudulent 

misrepresentation in tort, and the provisions of the Negligence Act, R.S.O. 1990, 

c. N.1 . 

(d) Order under Appeal 

[20] Sino-Forest then applied for an order that the following claims are equity 

claims under the CCAA: claims against Sino-Forest arising from the ownership, 

purchase or sale of an equity interest in the company, including shareholder 

claims ("Shareholder Claims"); and any indemnification claims against Sino-

311 



" 312 

Page: 8 

Forest related to or arising from the Shareholder Claims, including the appellants' 

claims for contribution or indemnity ("Related Indemnity Claims"). 

[21] The motion was supported by the Ad Hoc Committee of Noteholders. 

[22] On July 27, 2012, the supervising judge granted the order sought by Sino-

Forest and released a comprehensive endorsement. 

[23] He concluded that it was not premature to determine the equity claims 

issue. It had been clear from the outset of Sino-Forest's CCAA proceedings that 

this issue would have to be decided and that the expected proceeds arising from 

any sales process would be insufficient to satisfy the claims of creditors. 

Furthermore, the issue could be determined independently of the claims 

procedure and without prejudice being suffered by any party. 

[241 He also concluded that both the Shareholder Claims and the Related 

Indemnity Claims should be characterized as equity claims. In summary, he 

reasoned that: 

- The characterization of claims for indemnity turns on the 
characterization of the underlying primary claims. The 
Shareholder Claims are clearly equity claims and they led to and 
underlie the Related Indemnity Claims; 

- The plain language of the CCAA, which focuses on the nature of 
the claim rather than the identity of the claimant, dictates that 
both Shareholder Claims and Related Indemnity Claims 
constitute equity claims; 
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The definition of "equity claim" added to the CCAA in 2009 
broadened the scope of equity claims established by pre
amendment jurisprudence; 

- This holding is consistent with the analysis in Return on 
Innovation Capital Ltd. v. Gandi Innovations Ltd. , 2011 ONSC 
5018, 83 C.B.R. (5th) 123, which dealt with contractual 
indemnification claims of officers and directors. Leave to appeal 
was denied by this court, 2012 ONCA 10,90 C.B.R. (5th) 141; 
and 

- "It would be totally inconsistent to arrive at a conclusion that 
would enable either the auditors or the underwriters, through a 
claim for indemnification, to be treated as creditors when the 
underlying actions of shareholders cannot achieve the same 
status" (para. 82). To hold otherwise would run counter to the 
scheme established by the CCAA and would permit an indirect 
remedy to the shareholders when a direct remedy is unavailable. 

[25] The supervising judge did not characterize the full amount of the claims of 

the auditors and underwriters as equity claims. He excluded the claims for 

defence costs on the basis that while it was arguable that they constituted claims 

for indemnity, they were not necessarily in respect of an equity claim. That 

determination is not appealed. 

Ill INTERPRETATION OF "EQUITY CLAIM" 

(a) Relevant Statutory Provisions 

[26] As part of a broad reform of Canadian insolvency legislation, various 

amendments to the CCAA were proclaimed in force as of September 18, 2009. 

[27] They included the addition of s. 6(8): 
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No compromise or arrangement that provides for the payment of an 
equity claim is to be sanctioned by the court unless it provides that 
all claims that are not equity claims are to be paid in full before the 
equity claim is to be paid. 

Section 22.1, which provides that creditors with equity claims may not vote at any 

meeting unless the court orders otherwise, was also added. 

[28] Related definitions of "claim", "equity claim", and "equity interest" were 

added to s. 2(1) of the CCAA: 

In this Act, 

"claim" means any indebtedness, liability or obligation of any kind 
that would be a claim provable within the meaning of section 2 of the 
Bankruptcy and Insolvency Act; 

"equity claim" means a claim that is in respect of an equity interest, 
including a claim for, among others, 

(a) a dividend or similar payment, 

(b) a return of capital, 

(c) a redemption or retraction obligation, 

(d) a monetary loss resulting from the ownership, purchase or 
sale of an equity interest or from the rescission, or, in Quebec, 
the annulment, of a purchase or sale of an equity interest, or 

(e) contribution or indemnity in respect of a claim referred to in 
any of paragraphs (a) to@; [Emphasis added.] 

"equity interest" means 

(a) in the case of a company other than an income trust, a 
share in the company - or a warrant or option or another right 
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to acquire a share in the company- other than one that is 
derived from a convertible debt, and 

(b) in the case of an income trust, a unit in the income trust -
or a warrant or option or another right to acquire a unit in the 
income trust - other than one that is derived from a 
convertible debt; 

[29] Section 2 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3 

("BIA'') defines a "claim provable in bankruptcy". Section 121 of the BIA in turn 

specifies that claims provable in bankruptcy are those to which the bankrupt is 

subject. 

2. "claim provable in bankruptcy", "provable claim" or "claim 
provable" includes any claim or liability provable in proceedings 
under this Act by a creditor; 

121. (1) All debts and liabilities, present or future, to which the 
bankrupt is subject on the day on which the bankrupt becomes 
bankrupt or to which the bankrupt may become subject before the 
bankrupt's discharge by reason of any obligation incurred before the 
day on which the bankrupt becomes bankrupt shall be deemed to be 
claims provable in proceedings under this Act. [Emphasis added.] 

(b) The Legal Framework Before the 2009 Amendments 

[30] Even before the 2009 amendments to the CCAA codified the treatment of 

equity claims, the courts subordinated shareholder equity claims to general 

creditors' claims in an insolvency. As the supervising judge described: 

[23] Essentially, shareholders cannot reasonably expect 
to maintain a financial interest in an insolvent company 
where creditor claims are not being paid in full. Simply 
put, shareholders have no economic interest in an 
insolvent enterprise. 
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[24] The basis for the differentiation flows from the 
fundamentally different nature of debt and equity 
investments. Shareholders have unlimited upside 
potential when purchasing shares. Creditors have no 
corresponding upside potential. 

[25] As a result, courts subordinated equity claims and 
denied such claims a vote in plans of arrangement. 
[Citations omitted.t 

(c) The Appellants' Submissions 

[31] The appellants essentially advance three arguments. 

I I 

[32] First, they argue that on a plain reading of s. 2(1 ), their claims are 

excluded. They focus on the opening words of the definition of "equity claim" and 

argue that their claims against Sino-Forest are not claims that are "in respect of 

an equity interest" because they do not have an equity interest in Sino-Forest. 

Their relationships with Sino-Forest were purely contractual and they were arm's-

length creditors, not shareholders with the risks and rewards attendant to that 

position. The policy rationale behind ranking shareholders below creditors is not 

furthered by characterizing the appellants' claims as equity claims. They were 

service providers with a contractual right to an indemnity from Sino-Forest. 

[33] Second, the appellants focus on the term "claim" in paragraph (e) of the 

definition of "equity claim", and argue that the claims in respect of which they 

seek contribution and indemnity are the shareholders' claims against them in 

4 The supervising judge cited the following cases as authority for these propositions: Blue Range 
Resource Corp., Re, 2000 ABQB 4, 259 A.R. 30; Stelco Inc., Re (2006), 17 C.B.R. (5th) 78 (Ont. S.C.); 
Central Capital Corp. (Re) (1996), 27 O.R. (3d) 494 (C.A.); Nelson Financial Group Ltd., Re , 2010 ONSC 
6229,71 C.B.R. (5th) 153; EarthFirst Canada Inc., Re, 2009 ABQB 316,56 C.B.R. (5th) 102. 
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court proceedings for damages, which are not "claims" against Sino-Forest 

provable within the meaning of the BIA, and, therefore, not "claims" within s. 2(1 ). 

They submit that the supervising judge erred in focusing on the characterization 

of the underlying primary claims. 

[34] Third, the appellants submit that the definition of "equity claim" is not 

sufficiently clear to have changed the existing law. It is assumed that the 

legislature does not intend to change the common law without "expressing its 

intentions to do so with irresistible clearness": District of Parry Sound Social 

Services Administration Board v. Ontario Public Service Employees Union, Local 

324, 2003 SCC 42, [2003] 2 S.C.R. 157, at para. 39, citing Goodyear Tire & 

Rubber Co. of Canada Ltd. v. T. Eaton Co. Ltd., [1956] S.C.R. 610, at p. 614. 

The appellants argue that the supervising judge's interpretation of "equity claim" 

dramatically alters the common law as reflected in National Bank of Canada v. 

Merit Energy Ltd., 2001 ABQB 583, 294 A.R. 15, affd 2002 ABCA 5, 299 A.R. 

200. There the court determined that in an insolvency, claims of auditors and 

underwriters for indemnification are not to be treated in the same manner as 

claims by shareholders. Furthermore, the Senate debates that preceded the 

enactment of the amendments did not specifically comment on the effect of the 

amendments on claims by auditors and underwriters. The amendments should 

be interpreted as codifying the pre-existing common law as reflected in National 

Bank of Canada v. Merit Energy Ltd. 
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[35] The appellants argue that the decision of Return on Innovation Capital Ltd. 

v. Gandi Innovations Ltd. is distinguishable because it dealt with the 

characterization of claims for damages by an equity investor against officers and 

directors, and it predated the 2009 amendments. In any event, this court 

confirmed that its decision denying leave to appeal should not be read as a 

judicial precedent for the interpretation of the meaning of "equity claim" in s. 2(1) 

of the CCAA. 

(d) Analysis 

(i) Introduction 

[36] The exercise before this court is one of statutory interpretation. We are 

therefore guided by the following oft~cited principle from Elmer A. Driedger, 

Construction of Statutes, 2d ed. (Toronto: Butterworths, 1983), at p. 87: 

[T]he words of an Act are to be read in their entire 
context and in their grammatical and ordinary sense 
harmoniously with the scheme of the Act, the object of 
the Act, and the intention of Parliament. 

[37] We agree with the supervising judge that the definition of equity claim 

focuses on the nature of the claim, and not the identity of the claimant. In our 

view, the appellants' claims for contribution and indemnity are clearly equity 

claims. 

[38] The appellants' arguments do not give effect to the expansive language 

adopted by Parliament in defining "equity claim" and read in language not 
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incorporated by Parliament. Their interpretation would render paragraph (e) of 

the definition meaningless and defies the logic of the section. 

(ii) The expansive language used 

[39] The definition incorporates two expansive terms. 

[40] First, Parliament employed the phrase "in respect of' twice in defining 

equity claim: in the opening portion of the definition, it refers to an equity claim as 

a "claim that is in respect of an equity interest", and in paragraph (e) it refers to 

"contribution or indemnity in respect of a claim referred to in any of paragraphs 

(a) to (d)" (emphasis added). 

[41] The Supreme Court of Canada has repeatedly held that the words "in 

respect of' are "of the widest possible scope", conveying some link or connection 

between two related subjects. In CanadianOxy Chemicals Ltd. v. Canada 

(Attorney General), [1999] 1 S.C.R. 743, at para. 16, citing Nowegijick v. The 

Queen, [1983] 1 S.C.R. 29, at p. 39, the Supreme Court held as follows: 

The words "in respect of' are, in my opinion, words of 
the widest possible scope. They import such meanings 
as "in relation to", "with reference to" or "in connection 
with". The phrase "in respect of' is probably the widest 
of any expression intended to convey some connection 
between two related subject matters. [Emphasis added 
in CanadianOxy.] 

That court also stated as follows in Markevich v. Canada, 2003 sec 9, [2003] 1 

S.C.R. 94, at para. 26: 
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The words "in respect of' have been held by this Court 
to be words of the broadest scope that convey some 
link between two subject matters. [Citations omitted.] 

[42] It is conceded that the Shareholder Claims against Sino-Forest are claims 

for "a monetary loss resulting from the ownership, purchase or sale of an equity 

interest", within the meaning of paragraph (d) of the definition of "equity claim". 

There is an obvious link between the appellants' claims against Sino-Forest for 

contribution and indemnity and the shareholders' claims against Sino-Forest. 

The legal proceedings brought by the shareholders asserted their claims against 

Sino-Forest together with their claims against the appellants, which gave rise to 

these claims for contribution and indemnity. The causes of action asserted 

depend largely on common facts and seek recovery of the same loss. 

[43] The appellants' claims for contribution or indemnity against Sino-Forest are 

therefore clearly connected to or "in respect of' a claim referred to in paragraph 

(d), namely the shareholders' claims against Sino-Forest. They are claims in 

respect of equity claims by shareholders provable in bankruptcy against Sino-

Forest. 

[44] Second, Parliament also defined equity claim as "including a claim for, 

among others", the claims described in paragraphs (a) to (e). The Supreme Court 

has held that this phrase "including" indicates that the preceding words- "a claim 

that is in respect of an equity interest" - should be given an expansive 

interpretation, and include matters which might not otherwise be within the 
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meaning of the term, as stated in National Bank of Greece (Canada) v. 

Katsikonouris, [1990] 2 S.C.R. 1029, at p. 1041: 

[T]hese words are terms of extension, designed to 
enlarge the meaning of preceding words, and not to limit 
them. 

. . . [T]he natural inference is that the drafter will provide 
a specific illustration of a subset of a given category of 
things in order to make it clear that that category 
extends to things that might otherwise be expected to 
fall outside it. 

[45) Accordingly, the appellants' claims, which clearly fall within paragraph (e), 

are included within the meaning of the phrase a "claim that is in respect of an 

equity interest". 

(iii) What Parliament did not say 

[46] "Equity claim" is not confined by its definition, or by the definition of "claim", 

to a claim advanced by the holder of an equity interest. Parliament could have, 

but did not, include language in paragraph (e) restricting claims for contribution or 

indemnity to those made by shareholders. 

(iv) An interpretation that avoids surplusage 

[47] A claim for contribution arises when the claimant for contribution has been 

sued. Section 2 of the Negligence Act provides that a tortfeasor may recover 

contribution or indemnity from any other tortfeasor who is, or would if sued have 

been, liable in respect of the damage to any person suffering damage as a result 
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of a tort. The securities legislation of the various provinces provides that an 

issuer, its underwriters, and, if they consented to the disclosure of information in 

the prospectus, its auditors, among others, are jointly and severally liable for a 

misrepresentation in the prospectus, and provides for rights of contribution. 5 

[48) Counsel for the appellants were unable to provide a satisfactory example 

of when a holder of an equity interest in a debtor company would seek 

contribution under paragraph (e) against the debtor in respect of a claim referred 

to in any of paragraphs (a) to (d). In our view, this indicates that paragraph (e) 

was drafted with claims for contribution or indemnity by non-shareholders rather 

than shareholders in mind. 

[49] If the appellants' interpretation prevailed, and only a person with an equity 

interest could assert such a claim, paragraph (e) would be rendered 

meaningless, and as Lamer C.J. wrote in R. v. Proulx, 2000 sec 5, [2000] 1 

S.C.R. 61, at para. 28: 

It is a well accepted principle of statutory interpretation 
that no legislative provision should be interpreted so as 
to render it mere surplusage. 

(v) The scheme and logic of the section 

5 Securities Act, R.S.O. 1990, c. S.5, s. 130(1), (8); Securities Act, R.S.A. 2000, c. S-4, s. 203(1), (10); 
Securities Act, R.S.B.C. 1996, c. 418, s. 131 (1 ), (11 ); The Securities Act, C.C.S.M. c. SSO, s. 141 (1 }, (11 ); 
Securities Act. S.N.B. 2004, c. S-5.5, s. 149(1), (9); Securities Act. R.S.N.L 1990, c. S-13, s. 130(1), (8); 
Securities Act, R.S.N.S. 1989, c. 418, s. 137(1), (8); Securities Act, S.Nu. 2009, c. 12, s. 111(1), (12); 
Securities Act, S.N.W.T. 2008, c. 10, s. 111(1), (12); Securities Act, R.S.P.E.I. 1988, c. S-3.1, s. 111(1), 
(12); Securities Act, R.S.Q. c. V-1.1, ss. 218, 219, 221; The Securities Act, 1988, S.S. 1988-89, c. S-42.2, 
s. 137(1), (9); Securities Act, S.Y. 2007, c. 16, s. 111(1}, (13). 
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[50] Moreover, looking at s. 2(1) as a whole, it would appear that the remedies 

available to shareholders are all addressed by ss. 2(1 )(a) to (d). The logic of ss. 

2(1)(a) to (e) therefore also supports the notion that paragraph (e) refers to 

claims for contribution or indemnity not by shareholders , but by others. 

(vi) The legislative history of the 2009 amendments 

[51] The appellants and the respondents each argue that the legislative history 

of the amendments supports their respective interpretation of the term "equity 

claim". We have carefully considered the legislative history. The limited 

commentary is brief and imprecise. The clause by clause analysis of Bill C-12 

comments that "[a]n equity claim is defined to include any claim that is related to 

an equity interest''.6 While, as the appellants submit, there was no specific 

reference to the position of auditors and underwriters, the desirability of greater 

conformity with United States insolvency law to avoid forum shopping by debtors 

was highlighted in 2003, some four years before the definition of "equity claim" 

was included in Bill C-12. 

[52] In this instance the legislative history ultimately provided very little insight 

into the intended meaning of the amendments. We have been guided by the 

plain words used by Parliament in reaching our conclusion. 

(vii) Intent to change the common law 

6 We understand that this analysis was before the Standing Senate Committee on Banking, Trade and 
Commerce in 2007. 
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[53] In our view the definition of "equity claim" is sufficiently clear to alter the 

pre-existing common law. National Bank of Canada v. Merit Energy Ltd., an 

Alberta decision, was the single case referred to by the appellants that 

addressed the treatment of auditors' and underwriters' claims for contribution and 

indemnity in an insolvency before the definition was enacted. As the supervising 

judge noted, in a more recent decision, Return on Innovation Capital Ltd. v. 

Gandi Innovations Ltd. , the courts of this province adopted a more expansive 

approach, holding that contractual indemnification claims of directors and officers 

were equity claims. 

[54) We are not persuaded that the practical effect of the change to the law 

implemented by the enactment of the definition of "equity claim" is as dramatic as 

the appellants suggest. The operations of many auditors and underwriters extend 

to the United States, where contingent claims for reimbursement or contribution 

by auditors and underwriters "liable with the debtor" are disallowed pursuant to § 

502(e)(1)(B) ofthe U.S. Bankruptcy Code, 11 U.S.C.S. 7 

(viii) The purpose of the legislation 

[55] The supervising judge indicated that if the claims of auditors and 

underwriters for contribution and indemnity were not included within the meaning 

7 The United States Bankruptcy Court for the District of Delaware in In Re: Mid-American Waste Systems, 
Inc., 228 B.R. 816 (1999), indicated that this provision reflects the policy rationale that these stakeholders 
are in a better position to evaluate the risks associated with the issuance of stock than are general 
creditors. 
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of "equity claim", the CCAA would permit an indirect remedy to the shareholders 

when a direct remedy is not available. We would express this concept differently. 

[56] In our view, in enacting s. 6(8) of the CCAA, Parliament intended that a 

monetary loss suffered by a shareholder (or other holder of an equity interest) in 

respect of his or her equity interest not diminish the assets of the debtor available 

to general creditors in a restructuring. If a shareholder sues auditors and 

underwriters in respect of his or her loss, in addition to the debtor, and the 

auditors or underwriters assert claims of contribution or indemnity against the 

debtor, the assets of the debtor available to general creditors would be 

diminished by the amount of the claims for contribution and indemnity. 

IV PREMATURITY 

[57] We are not persuaded that the supervising judge erred by determining that 

the appellants' claims were equity claims before the claims procedure 

established in Sino-Forest's CCAA proceeding had been completed. 

[58] The supervising judge noted at para. 7 of his endorsement that from the 

outset, Sino-Forest, supported by the Monitor, had taken the position that it was 

important that these proceedings be completed as soon as possible. The need to 

address the characterization of the appellants' claims had also been clear from 

the outset. The appellants have not identified any prejudice that arises from the 
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determination of the issue at this stage. There was no additional information that 

the appellants have identified that was not before the supervising judge. The 

Monitor, a court-appointed officer, supported the motion procedure. The 

supervising judge was well positioned to determine whether the procedure 

proposed was premature and, in our view, there is no basis on which to interfere 

with the exercise of his discretion. 

V SUMMARY 

[59] In conclusion, we agree with the supervising judge that the appellants' 

claims for contribution or indemnity are equity claims within s. 2(1 )(e) of the 

CCAA. 

[60] We reach this conclusion because of what we have said about the 

expansive language used by Parliament, the language Parliament did not use, 

the avoidance of surplusage, the logic of the section, and what, from the 

foregoing, we conclude is the purpose of the 2009 amendments as they relate to 

these proceedings. 

[61] We see no basis to interfere with the supervising judge's decision to 

consider whether the appellants' claims were equity claims before the completion 

of the claims procedure. 
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VI DISPOSITION 

[62] This appeal is accordingly dismissed. As agreed, there will be no costs. 

Released: November 23, 2012 ("S.T.G.") 

"S.T. Goudge J.A." 
"Alexandra Hoy J.A." 
"S.E. Pepall J.A." 
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MERRILL LYNCH, PIERCE, FENNER, & SMITH, INC.· 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AND 

Court File No. 11-CV -42823SCP 

BETWEEN: 

DOUGLASSNUTBandZHONGJUNGOA 
Plaintiffs 

-and-

SINO-FOREST CORPORATION, ALLEN T.Y. CHAN, JAMES M.E. HYDE, EDMUND 
MAK, W. JUDSON MARTIN, SIMON MURRAY, PETER D.H. ·WANG, DAVID J. 

HORSLEY, ERNST & YOUNG LLP, BDO 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., and MAISON PLACEMENTS CANADA INC. 
Defendants 

Proceeding under the Class Proceedings Act, 1992 

ORDER 

THESE MOTIONS, made: 

a) by the plaintiffs in the action commenced by The Trustees Of The Labourers' 

Pension Fund Of Central and Eastern Canada and The Trustees Of The International 

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

OntarioJ being Court File No. 11-CV-431153CP, (the "Labourers' Action") for an order 

staying the action commenced by Douglas Smith and Zhongjun Goa, being Court File 

No. 11-CV-428238CP (the "Smith Action") and for an order staying the action 

commenced by Northwest & Ethical Investments L.P. and Comite syndical national de 
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retraite Blitirente Inc., being Court File No. ll-'CV-435826CP (the "Northwest Action") 

and a declaration that no other actions may be commenced in Ontario without leave of 

the court in respect of Sino-Forest Corporation (''Sino-Forest'') securities without leave 

ofthe court; 

b) by the plaintiffs in the Smith Action fo.r an order for carriage of the class action, an 

order staying the Labourers' Action, the action commenced by David C. Grant and 

Robert Wong. being Court File No. ll-CV-439400CP (the "Grant Action") and the 

Northwest Action as they relate to purchasers of Sino-Forest shares, a declaration that no 

other proposed class proceeding may be commenced in Ontario on behalf of purchasers 

of Sino-Forest shares without leave of the court, and an order amending the statement of 

claim; and, 

c) by the plaintiffs in the Northwest Action for an order for carriage of the class 

ac1ion, an order staying the Smith Action and the Labourers' Action, an order appointing 

Kim Orr Barristers P.C. as plaintiffs' counsel in the class proceeding in respect of the 

subject matter of this action, a declaration that no other proposed class proceeding may 

be commenced within Ontario with respect to the subject matter of this action without 

leave of the Court. an order removing Bank of America Merrill Lynch as~ defendant, an 

order amending the title of proceedings, and an order amending the statement of claim; 

were heard together on December 20 and 21, 2011 at Osgoode Hall, 130 Queen Street West, 

Toronto, Ontario. 

ON HEARING the submissions of counsel for the plaintiffs in each action, and on 

reading the material filed, 

1. TIDS COURT ORDERS that the motion for carriage made by the plaintiffs in the 

Labourers 'Action be and hereby is granted; 

2. TIDS COURT ORDERS that Koskie Minsky LLP and Siskinds LLP be and hereby are 

appointed as class counsel in this action; 
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3, TIDS COURT ORDERS ·that the Smitlr Action and the Northwest Action be and hereby 

are stayed; 

4. TIDS COURT ORDERS that no other class actions may be commenced in Ontario in 

respect of the subject matter of this action without leave ofthls court; 

5. TillS COURT ORDERS that Sjunde AP-Fonden, David C. Grant and Robert Wong be 

and hereby are added as plaintiffs to this action and that the title of proceedings be amended 

accordingly; 

6. TIDS COURT ORDERS that BDO Limited (formerly known _as BDO McCabe Lo 

Limited), Credit Suisse Securities (USA) LLC and Bane of America Securities LLC be and 

hereby are added as defendants to this action and that the title of proceedings be amended 

accordingly; 

7. TIDS COURT ORDERS that the title of proceedings in this action be amended and 

shall be as follows: 

Court File No. 11-CV -431153CP 

The Trustees ofthe Labomers' Pension Ftmd ofCentrnl. 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 
v. 

Sino-Forest Corporation, Ernst & Young LLP, BDO Limited (formerly 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 (Beijing) 
Consulting Company Limited, Credit Suisse Securities (Canada), Inc., TD 

Securities Inc., DlUldee 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 Bane of America Securities LLC 



8. THIS COURT ORDERS that the plaintiffs be and hereby are .granted leave to deliver a 

Fresh As Amended Statement of Claim, substantially in the form attached as Schedule "A", 

which may -include such additional representative plaintiffs and such amendments to the 

proposed class definition as they may be advised; and. 

9. THIS COURT ORDERS that ·there will be no costs for the motions.. 

~m;~K~b!NSCRIT A TORONTo 

I.E 1 DANs ll! AEGISTAE NO.: 

JAN 2 ~ 2012 

PER/PAR:~· 

:PERELLJ. 
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Northwest & Ethical Investments L.P. et al. v. Sino-Forest Co oration et al. Court File No. 11-CV -435826CP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceeding commenced at Toronto 

Proceeding under the Closs Proceedings AcJ, I 992 

ORDER 

KosKIE MINsKY LLP 
20 Queen Street West, Suite 900, Box 52 
Toronto, ON M5H 3R3 

Kirk M. Baert (LSUC#: 309420) 
Tel; 416.595.2117 
Fax: 416.204.2889 
Jonathan Bida (LSUC#: 542110} 
Tel: 416.595.2072 
Fax: 416.204.2907 

SlsKINDs LLP 
680 Waterloo Street, P.O. Box 2520 
London, ON N6A 3V8 

Charles M. Wright (LSUC#: 36S99Q) 
Tel: 519.660.7753 
Fax: 519.660.7754 
Mkhael G. Robb (LSUC#: 45787G) 
Tel: 519.660.7872 
Fax: 519.660.7873 

Lawyers for the plaintiffs jn Th~ Trustus ofth~ 
lAbourers' Pension Fund of Central and Eastern 
Ctlllada et aL v. S/11()-Forut Corpora&n et aL, 
Court FiJe No. ll·CV-431153CP 



Doua as Smith et al. v. Sino-Forest Cor oration et al. Court File No. 11-CV 42823 8CP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceeding cotrunenced at Totonto 

Proceeding under the Clasr Proceedings Act, 1992 

ORDER 

KoSKO: MINSKY LLP 
20 Queen Street West, Suite 900, Box 52 
Toronto, ON M5H 3R3 

KirkM. Babtt (LSUC#: 309420) 
Tel: 416.595.2117 
Fax: 416.204.2889 
Jonathan Bida (I.SUC #: 54211D) 
Tel: 416.595. 2072 
Fax: 416.204.2907 

SISKINDSLLP 
680 Waterloo Street, P.O. Box 2520 
London, ON N6A 3V8 

Charles M. Wright (LSUC#: 36S99Q ) 
Tel: 519.660.7753 
Fax: 519.660.7754 
Michael G. Robb (LsUC#: 45781G) 
Tel: 519.660.7872 
Fax: 519.660.7873 

La'ffYer5 for tbe plaintiffS in The Trustees of the 
Labourers' Pension Fimd ofCenti'al and &stem 
Omada et aL 11. Sino-ForeSt Corpotatton et aL, 
Court File No. 11·CV-431153CP 



The Trustees of the Labourers' Pension Fund of Central and Eastern Canada et al. 
v. Sino-Forest Co oration et aL 

Court File No. 11-CV-431153CP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceeding commenced at Toronto 

Proceeding under the Class Proceedings Act, 
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ORDER 

KosKIE MINSKYLLP 
20 Queen Street West, Suite 900, Box 52 
Toronto, ONM5H 3R3 

Kirk M. Baert (LSUC#: 309410} 
Tel: 416.595.2117 
Fax: 416.104.2889 
Jonatban Biela (LSUC #: 54111:0) 
Tel: 416.595. 2072 
Pax: 416.204.2907 

SlsKINDS LLP 
680 Waterloo Street, P.O. Box 2520 
London, ON N6A 3V8 

Charles M. Wright (LSUC#: 36599Q ) 
Tel: 519.660.7753 
Fax: 519.660.7754 
Michael G. Robb (LSUC#: 45787G) 
Tel: 519.660.7872 
Fax: 519.660.7873 

Lawyers for the Plai.Dtiffs 



TAB15 



BETWEEN: 

CITATION: Smith v Sino~Forest Corporation, 2012 ONSC24 
COURT FILE NO..: ll·CV-428238CP 
COURT FILE NO.: ll-CV~431153CP 
COURT FILE NO.: 11-CV -435826CP 

ONTARlO 
SUPERIOR COURT OF JUSTICE 

Douglas Smith ~tnd Zhongjuo Goa 

-and~ 

DATE: January 6, 2012 

Plaintiffs 

Sino-Forest Corporation, Allen T.Y. Chnn, Jmt}es M.E.llyde, EdlDund Mak, W. 
Judson ~1arttn, Simon M'-rrny, Peter D.H. Wang, David J. Horsley) Ernst & 

Young LLI>, BDO Lin1ited, Credit Suisse Securities (Canada), Inc., TD Securities 
lnc., Dnit:dec Securities Co:uportfion, RBC Dominion Securities Inc., Scotia Capital 
Jne., ClnC WorJcl M.nrk~ts:lnc,, McrrlltLyncb Canada, Inc., Caoa:ceord Financial 

· Ltd., and JV[abon Placements Canada Inc. 
Defendants 

Proceeding under the Class Proceedings Act, 1992 

AND BETWEEN: 

The Trustees of the Labourers' Pension Fund of Central and Eastern Canada and 
the Trustees of the Jnternationa'l Union of Operating Engin:eers Local 793 Pension 

Plan for Operating Engineers in Ontario 

Plaintiffs 
-and-

Sino-Forest Corp.oration1 Ernst & Yoilng ·LLP, Allen T. Y. Ch~n, W. Jud~on 
Martin, Kal I<.it Poon, David.J. 'IIorsley, William E. ArdcD, Kai IGt Poon, David J. 

Horsley, James P Bowland, Jiunes M.E. Hyde, Eunnmd Mak, Simon. Murray, 
Peter Wang, Garry J. West, Poyry {1kijing) Co•lSUlting Company Limited, Credit 

Suisse Securities (Canad3), lnc., TD Securities Inc., Dundee Securities 
Co1·porntiok1, nBC Dominion Securities Inc., Scotia CApital Inc., CIBC World 

Markets Inc., MeniU Lynch Canada, Inc. Cana.ccord Financial Ltd., and M·aison 
Placements Canada Int. 

Defendants 

Proceeding under the Class Proceedings Act, 1992 
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AND RETWICF.N: 

Northwest & Rtlli~al lJtvcstments L.P .• Comitc SyndicKl NMioual de Rctl'nitc 
Ratirentu Inc, 

Pluintiffs 
- nnd ~ 

Sino"l•'Ol'C/Jt Col'poratiOll1 AlleJt T.Y. Clll~n, \V .. htdson Mnrtin, l(ni Kit Poon, 
Dnvid J. Horsloy, Hua Chen, Wei M11o Zlloo, Alft•ed C.1'. Hung, Albert lp, George 
l:lo, 'l'homlls M. M)lrndin, William F.. Ardell, James M.~. Hyde, Simon Murn•y, 

Garry J. West, J.l\~tes P •. Dowland,, Rdunmd Mttlt, Pet'or Wnng, Kec Y. Won~, The 
Estnte o.f J~lm ·L·aw.rencc, ~amen Yeung, Ernst & Youug JJLP, RDO Limited, 
Poyry Forest Industl·y PT~ Lh11ited, PUYl'Y (Rcijill~) Consulting Company 

Umited, JP Man:tgement Coti!!Ulting (A$la"l:'nci0c) PTF. JAd., Dundee Securities 
Col'pm·ntion, UBS Secul'i11ies Cnmtdn Inc., Ilnywoocl Se~urities Inc., Cl'edit Suisse 

Sucuritics (Cnnnda), Inc., 'l'l> Securities Inc., RBC l>otttinion Secul'itieR Inc., Sc<.~tia 
Capitnl Inc., CIBC World Mnl'l<.ots Inc., Mel'l'ill Lynch Camuba, Inc, C~uaceord 

Financial lAd., M~d8on Pltlccments C:nmd~alnc., Morgan Stanley & Co. 
Incorporated, Cl'eclit Suisse SccuritieH (USA). J 1JJC, M cn·ill Lynch, Pierce, Fenner 

& Smith, Inc. 
Defendants 

Pmceeding 1.mde.r the Clas.~ Procelldings Act, 199 2 

COUNSEL: 

• J.P. Rochon, J. Archibald, und S. Tmnbako:; fo1· the Pluintifl's in 11 -CV-
42823SCP 

• K.M.DMt't, J. Dida, 1.md C.M. Wright fo1· the Pluintifn; itt ll-CV-431153CP 
• J.C. On. V. Pads. N. Mtr.obuchi, und A. F.rfun for the PJaintlffs in ll~CV-

435H26CP 
• M. Eizcngu for the defendant Sino-Forest Co1'porfrtion 
• P. Osbome and S. Roy for the dofendant Et·n.st & Young LJ ,p 
• E. Cole fo1· U1e dcfcn.dant Allen T.Y. Clum 
• J. Fabcllo for tho defendant undcrwdters 

HEARING DATES: December 20 und 21, 2011 

l' ~tRELL, ,J. 

REASONS FO){ I>ECIS'ION 

A, /NTROJJVCTION 

[1] This is a cnniage motion l..U1de1· the Class Proceedings Act, 1992, S.O. 1992, c. 
6. 111 thh! patlicul~u· car.ri.ngc motio11, foul' law f.ltms arc l'ivals for the caiTiage of a class 
nction against Sino~Forosl Corporation. Thet·e arc cut'l'ently fmu· proposed Ontado cJass 
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actions against Sino-Forest to recover losses alleged to be in the billions of dollars 
arising from the spectacular crash in value of its shares and notes. 

[2] Practically speaking, carriage m.otions involve two steps. First, the rival law 
firms that are seeking carriage of a class action exton their own merits as class counsel 
and the merits of their client as the representative plaintiff. During this step, the law 
fmns explain their tactical and strategic plans for the cl~s action, and, thus., a carriage 
motion has aspects of being a casting ca11 or rehearsal for the ~fication motion. 

[3J Second, the rival law firms submit that with their talent and their litig~tion plan, 
their class action is the better way to serve 'the best interests of the class members, and, 
thus, the eourt should choose their action as the one to go forward. No doubt to the 
delight of the defendants and the defendants' lawyers, which have a watching brief, the 
-second step also involves the rivals hardheartedly and toughly reviewing and criticizing 
each other's work and pointing out flaws, disadvantages, and weaknesses ·in their rivals' 
plans for suing the defendants. 

[4] The law firms seeking carriage are: Rochon Genova LLP; Koskie Minsky LLP; 
Siskinds LLP; and Kim Orr Barristers P.C., all competent, experienced, and veteran 
class action law firms. 

[5] For the putpot>es of deciding the carriage motions, I will assume that all of the 
rivals have delivered their Statements of Claim as they propose to amend them. 

[6] Koslde Minsky and Sisk.inds propose to act as co-counsel and tQ consolidate two 
of the actions. Thus, the competition for carriage is between three proposed class 
actions; namely: 

• Smith v. Sino-Forest Corp. (1l~CV-428238CP) ('Smi'th v. Sino-Forest") with 
Rochon Genova as Class Counsel 

• T'he Trustees of Laboure;s' Pensi.<Jn Fund of Central and Eastern Canada v. 
Sin.o-Forest Corp. (11-CV-431153CP) ("Labourers v. Sirro~Forest") with 
Koskie Minsky and Siskinds as Class CoWlsel (This action would be 
consolidated with ~'Grant. v. Sin.o- Forest" (CV -11-439400-00CP) 

• Northwest & Ethical Investments L.P. v. SiJW~Forest Corp. (ll~CV-435826CP) 
f:Worthwest v. Slno-Foresf') with Kim Orr as Class Counsel. 

[7] It bas been a very difficult decision to reach, but for the reasons that follow~ I 
stay Smith v. Sfno~Forest and Nor.thwest v. Sino-Fore~t, and I grant carri~e to Koskie 
Minsky and Siskinds in Labourers v. Sino-Forest. 

[8] I also grant lea\le to the plaintiffs in Labou:rers v. Sino-Forest to deliver a Fresh 
as Amended Statement of Claim, which may include the joinder of the plaintiffs and the 
causes of action set out in Grant v. Sino-Forest, Smith v. Sino-Forest, and Northwest v. 
Sino-Forest, as the plaintiffs may be advised. 

[9] This order is without prejuctice to the rights of the Defendants to challenge the 
Fresh as Amended Statement of Claim as they may be advised. In any event, nothing in 
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these reasons is intended to make findings of fact or law bindin,g on the Defendants or to 
be a prc-detennination of the certification motion. 

B. METHODOLOGY 

(10] To explain my reasons, first, I will describe the juris.prudence about carriage 
motions. Second, I will describe the eviderttiaty record for the carriage motions. Third, I 
will describe the factual background to the claims against Sino-Forest, which is the 
principal but Qat the only target of the various class actions. Fourth, deferring my 
ultimate conclusions, I will analyze the rival actions that are compe.~ing for carriage 
wtder twelve headings and describe the positions and competing arguinents of the law 
firms competing for carriage. Fifth, I will culminate the analysis of the conlpeting 
actions by explaining the carriage order decision. Sixth and finally, I will finish with a 
concluding section. 

[11] Thus, the organization of these Reasons for Decision is as follows: 

• Introduction 
• Methodology 
• Carriage Orders Jurisprudence 
• Evidentiary Background 
• Factual Background to the Claims against Sino·-Forest 
• Analysjs of the Competing Class Actions 

o The Attributes of Class Counsel 
o Retainer, Legal and Forensic Resources, and Investigations 
o Proposed Representative Plaintiffs 
o Funding 
o Conflicts of Interest 
o Defmition of Class Membership 
o Definition of Class Period 
o Theory of the Case against the Defendants 
o Joinder of Defendants 
o Causes of Action 
o The Plaintiff end the Defendant Correlation 
o Prospects of Certification 

• Carriage Order 
o Introduction 
o Neutral or Non-Determinative Factors 
o Determinative Factors 

• Conclusion 

C. CARRIAGE ORDERS JURISPRUDENCE 

[12] There should not be two or more class actions that proceed in re-spect of the 
same putative class asserting the same cause(s) of action, and one action must be 
selected; Vitapharm Canada Ltd v. F. Hojfman·Laroche Ltd, [2000] O.J. No. 4594 
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(S.C.J.) at para. 14. See also Vitapharm Canada Ltd v. F. Ho.ffmanh-La Roche Ltd., 
[2001] O.J. No. 3682 (S.C.J.), aff'd [2002) O.J. No. 2010 (C.A.). When counsel have 
not agreed to consolidate and coordinate their actions, the court will usually select one 
and stay all other actions: Lau v. Bayview Landmark, [2004] O.J. No. 2788 (S.C.J.) at 
para. 19. 

[13] Where two or mo~ cla.ss proceedings are brought with respect to the same 
subject matter, a proposed representative plaintiff in one action may bring a caniage 
motion to stay all other present or future class proceedings relating to ·the sa:rne subject 
matter: Setterington v. Merck Frosst Canada Ltd, [2006] O.J. No. 376 (S.C.J.) at paras. 
9-11; RicClfdo v. Air Transat A.T. Inc., [2002] O.J. No. 1090 (S.C.J.)~ leave to appeal 
dismissed [2002] O.J. No. 2122 (S.C.J.). 

[14] The Class Proceeding.r Act, 1992, confers upon the court a broad discretion to 
manage the proceedings. Section 13 of the Act authorizes the court to "sb\y any 
proceeding related tQ the class proceeding," and s. 12 authorizes the court to "tnake any 
order it considers appropriate respecting the conduct of a class proceeding to ensure its 
fair and expeditious determination!' Section 13& of the Courts of Justice Act, R.S.O. 
1990, c. 43 directs that "as far as possible, multiplicity of legal proceedings shall be 
avoided." Se.e: Setterington v. Merck Frosst Canada Ltd., supra, at paras. 9-ll. 

[15} The court also has its normal jurisdiction under the Rules of Civil Procedure. 
Section 35 of the Class Proceedings Act, 1992, provides that the rules of court apply to 
class proceedings. Among the rules that are available is Rule 6, the rule that empowers 
the court to consolidate two or more proceedings or to order that they be heard together. 

[16] In determining carriage of a class proceeding. the court's objective is to make 
the selection that is in the best interests of class members, while at the same time being 
fair to the defendants and being consistent with the objectives of the Class Proceedings 
Act, 1992: Vitapharm Canada Ltd. v. F. HojJman~La Roche Ltd., (200{)] O.J. No. 4594 
(S.C.J.) at para. 48; Setterington v. Merck Frosst Canad4 Ltd, supra, at para. 13 
(S.CJ.); Sharma v. Timminco Ltd (2009), 99 O.R. (3d) 260 (S.C.J.) at para. 14. The 
objectives of a class proceeding are access to justice, behaviour modification, and 
judicial economy for the parties and for the administration of justice. 

[17] Courts generally consider seven non·exhaustive factors in determining which 
action should proceed: (1) the nature and scope of the causes of action advanced; (2) the 
theories advanced by counsel as being supportive of the claims advanced; (3) the state 
of each class action, including preparation; ( 4) the number, size and extent of 
involvement of the proposed representative plaintiffs; (5) the relative priority of the 
conunencement of the class actions; (6) the resources and experience of•counsel~ and (7) 
the presence of any conflicts of interest: Sharma v. Timminco Ltd, supra at para. 17. 

[18] In these reasons, I will examine the above factors under somewhat differently
named headings and in a different order and combination. Alld, I will add several more 
factors that the parties made relevant to the circumstances of the competing actions in 
the cases at bar, including: (a) funding; (b) definition of class membership; (c) definition 
of class period; (d) joinder of defendants; (e) the plaintiff and defendant correlation; 
and, (f) prospects of certification. 

3 41 



6 

(19} In addition to identifying relevant factors., the carriage motion jurisprudence 
provides guidance about how the court should determine carriage. Atthough the 
detennination of a carriage motion will decide which counsel will represent the 
plaintiff, the task of the court is not to choose between different counsel according to 
their relative resources and expertise; rather, it is t0 determine which of the competing 
actions is more, or most, likely to advance the .interests of the class: Tiboni v. Me·rck 
Frosst Canada Ltd, [2008] O.J. No. 2996 (S.C.J.), sub. nom Mignacca v. Merck Frosst 
Canada Ltd, leave to appeal granted [2008] O.J. No. 4731 (S.C.J.), affd [2009] O.J. 
No. 821 (Div. Ct.), application for leave to appeal to C.A. refd May 15, 2009, 
application for leave to appeal to S.C. C. rerd [2009] S.C.C.A. No. 261. 

[20] On a carriage motion, it is inappropriate for the court to embark upon an analysis 
as to which claim is most likely to succeed unless one is "fanciful or frivolous": 
Setterington v. Merck Frosst Canada Ltd., suprq, at para. 19. 

[21] In analysing whether th.e prohibition against a multiplicity of prpceedings would 
be offended, it is not necess~y that the multiple proceedings be identical or mirror each 
other in evecy respect; rather, the court will look at the essence of the proceedings and 
their similarities: Setterington v. Merck Frosst Canada Ltd., supra, at para. 11. 

[22] Where there is a competition for carriage of a class proceeding, the circumstance 
that one competitor joins more defendants is not determinative; rather. what is important 
is the rationale for the joinder and whether or not it is advantageous for the class to join 
the additional .defendants: Jael v Menu Foods Gen-Par Limited, [2007] B.C.J. No. 2159 
(B.C.S.C.); Genter v. CCI Capital Canada Ltd, [2005} O.J. No. 1135 (S.C.J.); 
Setterington v. Merck Frosst Canada Ltd.> supra. 

(23] In determining which fam should be granted carriage of a class action, the court 
may consider whether there is any potential conflict of' intere&'t if carriage is given to 
one counsel as opp·osed to others: Joel v. Me1W Foods Gen-Par Limited, supra at para. 
16; VUapharm Canada Ltd. v. F. Hojfman-Laroche Ltd, [2000] OJ. No. 4594 (S.C.J.) 
and l2001] O.J. No. 3673 (S.C.J.). 

~ EVIDENTIARY BACKGROUNp 

Smith'!!· Sino-Forest. 

[24] In support of its carriage motion In Smith v. Sino-Forest, Rochon Genova 
delivered affidavits froJD: 

• Ken Froese, who is Senior Managing Director of Froese Forensic Partners Ltd, 
a forensic accounting firm 

• Vincent Genova, who is the managing partner of Rochon Genova 

• Douglas Smith, the proposed representative plaintiff 

bgbourers v. Sino-Forest 

[25] In support of their carnage motion in Labourers v. Sino-Forest, Koskie Minsky 
and Siskinds delivered affidavits from: 
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• Dimitri Lascaris, who is a partner at Siskinds and the leader of it~ class action 
team 

• Michael Gallagher, who is the Chili of the Board of Trustees of Operating 
Engineers Local 793 Pension Plan for Operating Engineers in Ontario 
(''Operating Engineers Fund"), a proposed representative plaintiff 

• Da..vid Grant, a proposed representative plaintiff 

• Richard Grottheim, who is the Chief Executive Officer of Sjunde AP-Fonden, a 
proposed representative plaintiff 

• Joseph Mancinelli, who is the Chair of the Board of Trustees of The Trustees of 
the Labourers' Pension Fund of Central and Eastern Canada (''Labourera' 
Fund"), a proposed representative plaintiff. He also holds senior positions with 
the Labourers International Union ()f North America, which has more than 
80,000 members in Canada 

• Ronald Queck, who is Dire~tor of fnvestme.Qts of the Healthcare Employee 
Benefits Plans of Manitoba ("Healthcare Manitoba"), which would be a 
prominent class member in the proposed class action 

• Frank Torchia, who is a chartered financial analyst and an expert in finance and 
economics who was retained to opine, among other things, about the damages 
suffered under various proposed class pel'iods by Sino-Forest shareholders and 
noteholders under s. 138.5 of the Ontario Securities Act 

• Robert Wong) who is a proposed representative plaintiff 

• Mark Zigler, who is the managing partner of Koskie Minsky 

Northwest v. S/n()-Forest 

[26] In support of its carriage motion in Northwest v. Sino-F()rest. Kim Orr delivered 
affidavits from: 

• Megan B. McPhee, a principal of the finn 

• John Mountain, who is the Senio.r Vice President, Legal and Human Resources, 
the Chief Compliance Officer and Corporate Secretary of Northwest Ethical 
lnvestments L.P. ("Northwest"), a proposed representative plaintiff 

• Zachary Nye, a flnancial economist who was retaihe"d to respond to Mr. 
Torchia's opinion 

• Daniel Simard, who is General Co-Ordinator and a non~voting ex-officio 
member of the Board of Directors and Committees of Comite syndical national 
de retraite Batirente inc. ("Batirente"), a proposed representative plaintiff 

• Michael C. Spencer, a lawyer quaJified to practice in New Yor}(, California, and 
Oo:tario, who is counsel to Kim Orr and a partner and member of the executive 
committee at the American law firm of Milberg LLP 
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• Drlan Thomson> who is Vic~-President, lJquity Investments for British Columbia 
Investment Management Corporation (''llC lnvostrnenl''), a proposed 
representative plaintiff 

[1 FAC1'UAL1JACICOROl!NJ) TO TIIECLAlMSAGAINSTSINO-FOREST 

[27] The following factual buckgromtd is largely an amalgan1 mtlde from the 
unproven allcgationR in the Statements of Claim in tho tht·co propose<! clus::; uctions and 
ut1proven allegations in the rnolion material delivered by tho parties. 

[28] The Del'emlant, Sino"Forest is a Canadian pt.lb11c company incorporated under 
the Canada Bus/n<!Ss Cvr]Joratlons Aot, R.S.C., 1985} c. C-44 with its registered office 
jn Mississaugn, Ontudo, und its head office ln HOllg K<mg. Its shares have t1·adcd o.n the 
Toronto Stock ExchtUlge ("TSX'1

) since 1995. It is f~ forestry plantation comptmy with 
opet-aHons centered in the Fcoplcts Rep\1b1ic of China. Its trading of sec\lrities is subject 
lo the 1·egulation of the OnltiJ'io Securlffes Act, R.S.O. 1990, c. S.5, ~mder which it is a 
"1·~po11ing issuet·u snhjocl to the Cot1tlnuous disclosure pmvlllions of Prut XVIII of tho 
Act and a ••t·o!lponsible i:>suel'11 su~jcct to civil liability tor secondary market 
misrepresentation under Purt XX1II.l of the Act. 

[29] The Defendm1t, Emst & Young T.LP ("E&Y•') has been SinowF'orest's auditor 
from 1994 to dnte, except fot· 1999, when the now"defunct Arthur Ande1·sen LLP did the 
audit, and 2005 and 2006, whet'\ lhe predecessor of what is now the Defendant, DDO 
Limited ("l3J..)Ou) was Sino-Forestts auditor. BOO is the Hong Kong member of 1300 
lntcmationall ,ld., u global accounting and aud1l flt·m. 

[30] E&Y and l3DO are "expe1'ls" within the meaning of s. 138.1 of the Ontm·io 
Securitie.v Act. 

[3 J] From 1996 to 20 I 0, in its 11nan.chll statements, Sino-l1oresl1'epo1ted only profits, 
and it appeared to be at1 enormously succcRsful enlerpri.se thut substantially 
outpcLformcd Hs competitors in the forestry ind\.ISh'y, Sitto-Fore!lt's 2010 Amm.al Report 
iss\led ht Mny 20llrcportcd that 8it1o~Fot·esl hnd net income of $395 mllliot\ and assets 
of $5.7 billion. Its ye£\~·end m.atkel capitalization was $5.7 billion wlth approximately 
246 mlllion common sl1ures outstt111di.ng. 

[32] It is alleged that Sino-Pot•esl c:.md its auditors 13&Y an([ BJ)O repe~ltedly 
misl·ep1·esentcd that Sino~Fm-est's Jlnunoittl state111cnta complied wilh GAAP ("generally 
accepted accounting pdttciples"). 

[33] It is alleged tJmt Sino-J-IoresL and its officers and diroctot'S made olher 
misrept·escntations uboul the nssets, liabllitics> and performance of Sino-Forest in 
various fi1lngs t•equired under the Ontario Secttr/lles Act. It is ulleged that these 
misrepre~entations appca1·od in the documents ust:d for the offerings of shares mtd bonds 
in tho primal'y mnrk~t tutd again in what arc known as C(.)l'e Documents under sccmitics 
legislation, which documontr; are available to provide infOl'mation to pnrchaset·s of' 
shares and bonds in the secondary nuukct, It is also atteged that misrepresentatiollR were 
made in orul statements and in Non~Core Documents. 
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[34) The Defendant, Allen T.Y. Chan was Sino-Forest's co-fotmder, its CEO, and a 
difector until August 2011. He resides in Hong Kong. 

[35] The Defendant, Kai Kit Poon, was Sino-Forest's co-founder. a director from 
1994 until2009, and Sino-forest's President. He resid~ in Hong Kong. 

(36] The Defendant, David J. Horsley was a Sino-Forest director (from 2004 to 2006) 
and was its CFO. He resides in Ontario. 

[37] The Defendants, William E. Ardell (resident of Ontario, director since 2010), 
James P. Bowland (resident ofOntario, director since 2011), James M.E. Hyde {resident 
of Ontario, director since 2004), John Lawrence (resident of Ontario, deceased, director 
1997 to 2006), Edmund Male (resident of British Colum:bia, director since 1994)', W. 
Judson Martin (resident of Hong Kong, director since 2006, CEO slnee Augu.st 2011), 
Simon Murray (resident of Hong Kong, director since 1999)> Peter Wang (resident of 
Hong Kong, director since 2007) and Garry J. West (resident of Ontario, director sin~e 
2011) were members of Sino~Forest's Board of Directors. 

[38] The Defendants, Hua Chen (resident of Ontario), George Ho (J:esident of China), 
Alfred C.T. Hung (resident of China), Alfred Ip (resident of China), Thomas M. 
Maradin (resident of Ontario), Sirnon Yeung (resident of China) and Wei Mao Zhao 
(resident of Ontario) are vice presidents of Sino-Forest. The defendant Kee Y. Wong 
was CFO from 1999 to 2005. 

[39] Sino-Forest's forestry assets were valued by the Defendant, Poyry (Beijing) 
Consulting Company Limited, ("P?lyry"), a consulting finn based in Shanghai, China. 
Associated with Poyry are the Defendants, P6'yry Forest Industry PTE Limited ("Poyry~ 
Forest") and JP Management Consulting (Asia~Pac.ific) PTE Ltd. ("JP Management''), 
Each P~yry Defendant is an expert as<iefrned by s. 138.1 of the Ontario Securities Act. 

[40] Poyry prepared technical reports dated March 8, 2006, March 15, 2007, March 
14, 2008, April 1, 2009, aud April23, 2010 that were .filed with SEDAR (the System of 
Electronic Document Analysis and Retrieval) and made available on Sino-Forest's 
website. The reports contained a dlsclaimer and a limited liability exculpatory provision 
purporting to protect P6yry from liability, 

[ 41] In China, the state owns the forests, but the Chinese government grants forestry 
rights to local farmers, who may sell their lumber rights to forestry companies, like 
Sino-Forest. Under Chinese law, Sino-Forest was obliged to maintain a 1 ;1 ratio 
between lands for forest harvesting and lands for forest replantation. 

[42J Sino-Forest's business model involved numerous subsidiaries and the use of 
authorized intermediaries or "Ais" to assemble forestry rights from local farmers. Sino· 
Forest also used authorized intermediaries to purchase forestry products. There were 
numerous Als, and by 2010, Sino~Forest had over 150 subsidiaries, 58 of which were 
formed in the British Virgin Islands and at least 40 of which were incorporated in 
China. 
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(43] It is alleged that from at least March 2003, Sino-Forest used its business model 
and non~arm's length Als to falsifY revenues and to facilitate the misappropriation of 
Sino-Forest's assets. 

[441 It is alleged that from at least March 2004, Sino-Forest made false statements 
about the nature of its business, assets, revenue, profitability, futuTe prospepts, and 
compliance with the laws of Canada and China. It is alleged that Sino,Porest and other 
Defendants misrepresented that Sin.o-Forest's financial statements complied with OAPP 
("generally accepted accounting prihciples") . It is alleged that S.ino-Po.rest 
misrepresented that it was an honest and reputable corporate citizen. It is alleged that 
Sino-Forest misrepresented and greatly exaggerated the nature and extent of its forestry 
rights and its compliance with Chlnese forestry regulations. It is alleged that Sino-Forest 
inflated its revenue, had ques~onable accounting practices, and failed to pay a 
substantial VAT liability. It is alleged that Sino-Forest and other Defendants 
misrepresented the role of the Ais an4 greatly understated tke risks of Sino-Forest 
utilizing them. It is alleged that SinQ-Forest materially understated the tax-related risks 
from the use of Ais in China, where tax evasjon penalties are severe and potentially 
devastating. 

(45] Starting in 2004, Sino-Forest began a program of debt and eq~ty financing, It 
amassed over $2.1 billiol'l. from note offerings ~md over $906 million frOm share issues. 

[46J On May 17, 2004, Sino~Forest filed its Annual Information FQrm for the 2003 
yea:r. It is alleged in Smith v. Sino-Forest that th~ 2003 AIF c11>ntains the first 
misrepresentation in respect of the nature and role of the authorize~ intermediaries, 
which allegedly pJa.yed a foundational IOle in the misappropriation ;of Sino-Forest's 
assets. 

[ 47J In August 2004, Sino-Forest issued an offering m~rnorandum for the distribution 
of 9.125% guaranteed senior notes ($300 million (U.S.)). The Defendant, Morgan 
Stanley & Co. Incorporated ("Morgan' ') was a. note distributor that managed the note 
offering in 2004 and purchased and resold notes, 

[ 48] Under the Sino-Forest note instruments, in the event of d~fault, the trustee may 
sue to collect payment of the notes. A noteholder, however, may not pursue any r~rnedy 
with respect to the notes unless, among other things, Wliften notice is given to the 
trustee by holders of 25% (}f the outstanding principal asking the trustee to pll.(sue the 
remedy and the trustee does not comply with the requ.est. The notes provide that no 
noteholdor shall obteUn a preference or priority over another noteholder. The notes 
contain a waiver and release of Sino·Forest's directors, officers, and shareholders from 
all liability "for the payment of the principal of, or interest on> or Other amounts in 
respect of the notes or for any claim based thereon or otherwise in respect thereof." The 
notes are all governed by New York law and include non-exclusive attornment clauses 
to the jurisdiction of New York State and United States federal courts. 

[49] On Match 19, 2007, Sino-Forest announced its 2006 financial results. The 
appearance of positive results caused a substantial increase in its share price which 
moved from $10.10 per share tg $13.42 per share ten days later, a 33% increase. 
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[SO] In May 2007, Sino.~Forest filed a Management Information Circular that 
represented that it maintained a high standard of corporate governance. It indicated that 
its Board of Directors made compliance with high governance standards a top priority. 

[51) In June 2007, Sino-Forest made a share prospectus offering of 15.9 million 
conunon shares at $12.65 per share ($201 million offering). Chan, Horsley, Martin, 
and Hyde signed the prospectus. The underwriters (as defined by s. 1. (1) of the Ontario 
Securities Act) were the Defendants, CIBC World Mark~ts Inc. ("ClBC"), Credit Suisse 
Securities Canada (Inc.) ("Credit Suisset'), Dundee Securities Cmporation ("Dundee"), 
Hayw·ood Securities Inc. ("Haywood"), Merrill Lynch Canada, Inc. ("Merrill") and 
UBS Securities Canada Inc. ("UBS''). 

[52} In July 2008, Sino-Forest issued a final offering mem.orandwn for the 
distribution of 5% convertible notes ($345 million (U.S)) due 2013. The Defendants, 
Credit Suisse Securities (USA), LLC ("Credit Suisse (USAl'). and Merrill Lynch, 
Fenner & Smith Inc. ("Menill-Fenner") were note distributors. 

[53) In June 2009, Sino~Forest made a share prospectus offering of 34.5 million 
common shares at $11.00 per share ($380 million offering). Chan. Horsley, Martin, and 
Hyde signed the prospectus. The underwriters (as defined by s. 1. (1) of the Ontario 
Securities Act) were Credit Suisse, Dundee, Merrill, the Defendant, Sootia Capital Inc. 
("Scotia"), and the Defendant, 'ID Securities Inc. ("'l'D"). 

(54) In June 2009, Sino,. Forest issued a. final offering memorandum for the excbauge 
of senior notes for new guaranteed senior 10.25% notes ($212 million (U.S.) offering) 
due 2014. Credit Suisse (USA) was the note distributor. 

[55] In December 2009, Sino-Forest made a share prospectus offering of 22 million 
common shares at $16.80 per share ($367 million offering). Chan, Horsley, Martin, and 
Hyde signed the prospectus. The underwriters (as defined by s. 1. (1) of the Ontario 
Securities Act) were Credit Suisse, the Defendant, Canaccord .Financial Ltd. 
("Canaccord,'), CIBC, Dundee, the Defendant, Maison Placements Canada Inc. 
("Maison"), Merrill, the Defendant, RBC Dominion Securities Inc. ("RBC"), Scotia, 
andiD. 

[56] In December .2009, Sino-Forest issued an offering memorandum for 4.25% 
convertible senior notes ($460 million (U.S.) offering) due 2016. The note distributors 
were Credit Suisse (USA), Merrill-Fenner, and TD. 

[57] In October 2010, Sino-Forest issued an offeri;ng memoranr;ium fur 6.25% 
guaranteed senior notes ($600 million (U.S.) offering) due 2017. The note distributors 
were Bane of America Securities LLC ("Ban.c of America") and Credit Suisse USA. 

[58] Sino-Forest's per-share market price reached a high of $25.30 on March 31, 
2011. 

[59] It is alleged that aU the financial statements, prospectuses, offering memoranda, 
MD&As (Management Discussion and Analysis), AIFs (Annual Infonnation Forms) 
contained misrepresentations Md failures to fully. fairly, and plainly disclose all 
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material. facts relating to the securities of Sino-Forest, including misrepresentations 
about Sino-Forest's assets, its revenues, its business activities, and its liabilities. 

[60] On June 2, 2011, Muddy Waters Research, a Hong Kong investment firm that 
researches Chinese businesses, released a research report about Sino-Forest. Muddy 
Waters is operated by Carson Block, its sole full-time employee. Mr. B1ock was a short
seller of Sino-Forest stock. His RepoJ:t alleged that Sino-Forest massively exaggerates 
its assets and that it had engaged in extensive related-party transactions since the 
company's TSX listing in 1995. The Report asserted, among other aUegations, that a 
company-reported sale of $231 million in timber itt Yunnan Province was largely 
fabricated. It assert-ed 1hat Sino-Forest had overstated its standing tim;ber purchases in 
Yunnan Province by over $800 million. 

[61] The revelations in the Muddy Waters Report bad a catastrophic effec.t on Sino~ 
Foreses share price. Within two days, $3 billion of market capitalization was gone and 
the market :value of Sino-Forest's notes plummeted. 

[62) Following the reJease of the Muddy Waters Report, Sino-Forest and certain of 
its offic~rs and directors released documents and press releases and n1ade public oral 
statements in an effort to refute the allegations in the Report. Sino-Forest pr-omised to 
produce do~umentation to counter the al1egations of misrepresentations. It appointed an 
Independent Committee of Messrs. Ardell, Bowland and Hyde to investigate the 
allegations contained in the Muddy Waters Report. After these assur3llces, Sino~ 
Forest's share price rebounded, trading as high as 60% of its previous day's close, 
eventually closing on June 6, 2011 at $6.16, approximately 18% higher from its 
previous close. 

[63] On June 7, the Independent Committee announced that it had appointed 
PricewaterhouseCoopers ("'PWC'') to assist with the investigation. Several law fll'ms 
were also hired to assist in the investigation. 

[64] However, bad news followed. Reporters from the Globe and Mail travelled to 
China, and on June 18 and 20, 2011, the newspaper published articles that reported that 
Yunnan Province for-estry offidals had stated that their records contradicted Sino
Forest's claim that it controlled almost 200,000 hectares in Yunnan Province. 

[65] On Allgust 26, 2011, the Ontario Securities Commission ("OSC") issued an 
order suspending trading in Sino-Forest's securities and stated that: (a) Sino~Forest 
appears to have engaged in significant non-ann's length transactions that may have been 
contrary to Ontario securities laws and the public interest; (b) Sino-Forest and certain of 
its officers and directors appear to have misrepresented in a material Ies:pect, some of its 
revenue and/or exaggerated some of its timber holdings in public filings under the 
securities laws; and (c) Sino-Forest and certain of its officers and direct9rs, including its 
CEO, appear to be engaging or participating in acts, practices or a course of conduct 
related to its securities which it and/or they know or reasonably ought to know 
perpetuate a fraud. 
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[66] Tho OSC mnned Clum, Ho, Hung, Ip, nud Yeung as l't;:spondents in the 
proceedings betbr~ the Conunission, Sino-Forest placed Mcssl's. Hung, Ilo and Young 
on administrative leave. Mr. Ip may only act on the instruction~'! ol' ihe CEO. 

[67] HLwing already downg1-aded il~ credit rating tb1· SinoftForcst'a socmities, 
Standat•d & Poor withdrew its rating entirely, and Moody's reduced its rating to "j\mk" 
indicating u very higl1 credit l'iAk. 

[68] On September 8, 2011, nfter a hearing, ihe OSC continued its ceuse~trading 
order until Janum·y 25, 2012, and tho OSC noled the ptcscncQ of evidence of conduct 
tltat may h~ 1'al'l11ful to investors and the public interest. 

[69] On NovembeJ.' 10, 201 J., utticLes in tho Olobe cmd Mail and 1ho Natlonul Post 
1·epot•ted that the RCMP had commenced a c1·lmillul investigation into whether 
executives of Sino-Foref>ll1~td defrauded Canadian. hwe~tors. 

[70] On Novembet• 13, 2011, at a cost of $35 million, SinowForest's Independent 
Committee relea.<ied its Second lntorlm. R~port, which included the WOl'k of the 
committoo members, PWC, and tht·ee luw firms. The Ropot•l t·efuted soma of the 
allegations made in the Muddy Wale1·s Report bt1t indicated thut evidence could not be 
obluln.ed to 1·cfutc othe,. nllegntions. The Commtuee repmted that it did not detect 
widespread fraud, and noted that due to challenges it faced, incltldi-ng resistuncc fl'Om 
some company insiders, it was not able l<.'l reach firm conclusions on muny issues. 

[71] On Dcocmbet• 12, 2011, Sino-Forc~t ano.o\UtCed that it would not lite its third· 
qumter earnings' .llgures and would def£1lJit on an upcoming inlel'est payment on 
outstanding 1\0tes. Tlus default may lead lo the bankruptcy of Sttl~)-Forest. 

[72] The chart attached us Schedule "A" t(.) thts judgment shows Sino- Forest's stock 
price on the TSX from Jrumary 1 ~ 2004, lo the date that its shares were cense-tradcd on 
Augw;t 26. 2011. 

F. ANALYSTS OF TilE COMPETING CLASSACTIONS, 

1. The Attributes of Clnss Counsel 

l:,~m-111 v. Slno-Fvre.~·r 

[73] Rochon Genova i~ a boutique litigation firm in Toronto foom~ling primarily on 
class action litlgaliotl, including securities class nction~. It .is currently class counsel in 
the CIBC subprimc litigC\tion, whtch seeks billions in damages on behnlf of Cll3C 
shareholders fot• the bank's alleged uon-discloslU'e ol'its exposure to tho U.S. subprlme 
residential mortgage market, lt is curl'ently the lawyer of recor<l in Ftschor v. J(f 

Investment Management J,tcl nnd Frank v. Fm·tle 'l'urner, both securities cases, nt~d il is 
acting fo\' nggt'ieved investors in litig~t\on involving two m\tlti~mllHon doHor Ponzi 
flchemes. It 11cted on behalf of Canadian shareholders in relation to lhe Norte! securities 
litigation, as wo!l as. large scule products liability class actions involving Baycol, 
Prcpulsid, and Maple LeufFoods, among many other C!I.Ses. 

[74] Rochon Genova has u working armngcmont with Lieff Cnbrasscr Heimann & 
Dcmstcin. one of lhe United States' loading class action firms. 
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[75] Lead lawyers for Smith v. Sino-Forest are Joel Rochon and Peter Jervis, both 
senior lawyers with considerabLe exper.ience and proficiency in class actions and 
securities litigation. 

Labourers v. Sino-Forest 

[76] Koskie Minsky is a Toronto law firm of 43 lawyers with a diverse prac1ice 
including bankruptcy and insolvency, commercial litigation, corporate and securities, 
taxation, employment, labour, pension and benefits, professional negligence and 
il}Sutance litigation. 

[77] Koskie Minsky has a well-established f!..Ud prominent class actions practice, 
having been counsel in every sort of class proceeding, several of them being landmark 
cases, including Holtfck v Toronto (City), Cloud v The Attorney General of Canada, and 
Caputo v Imperial Tobacco. It is currently representative counsel on behalf of all former 
Canadian employees in the multi-billion dollar Norte! insolvency. 

[78] Siskinds is a London and Toronto law fll'm of70 lavvyers with a diverse _practiee 
including bankruptcy and insolvency, business law, and commercial litigation. It has an 
association with the Quebec law fim1 Siskinds, Desmeules, avocats. 

[79] At its London office, Siskinds has a team of 14 lawyers that focus their practice 
on class actions, in some instances exclusively. The firm has a long and distinguished 
history at the class actions bar, being class counsel in the first action certified as a class 
action, Bendall v. McGhan Medical Corp. (1993), 14 O.R. (3d) 734, and it has a1most a 
monopoly on securities class actions, having filed approx-imately 40 of this species of 
class actinns, including 24 that advance claims under Part XXX.l of the Ontario 
Securities Act. 

[80] As mentioned again later, for the purposes of Labourers' Fund v. Sino-Forest, 
Koskie Minsky and Siskinds have a co-operative anangement with the U.S. law firm, 
Kess1er Topaz Melt7..er & Check LLP ("Kessler Topaz''), which is a 113-lawyer law 
firm specializing in complex litigation with a very high profile and excellent reputation 
as counsel in securities class action lawsuits in the United States. 

[81] Lead lawyers for Labourers' v. Sino-Forest are Kirk M. Bae~ Jonathan Ptak, 
Mark Ziegler, and Michael Mazzuca of Koskie Minsky and A. Dimitri Lascaris of 
Siskinds, all senior lawyers with considerable experience and proficiency in class 
actions and securities litigation. 

NortJn.vest v. Sino-Forest 

[82] Kim Orr is a bo\Uique litigation firm in Toronto focusing primarily on class 
action litigation, including securities class actions. It also has consideyable experience 
on tho defence side of defending securities cases. 

[83] As I described iri Sharma v. Timminco Ltd., supra, where I choose Kim Orr in a 
carriage competition with Sisklnds in a securities class action, Kim Orr bas a fine 
pedigree as a class action firm and its senior lawyers have con.siderable experience and 
proficiency in all types of class actions. It was comparatively mo:dest in its .self
promotional material for the carriage motion, but I am aware that it is currently class 
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counsel in substantial class actions involving claims of a similar nature ro those in the 
case at bar. 

[84} Kim Orr has an association with Milberg, LLP, a prominent class action law 
firm in the United States. It has 75 attorneys, most of whom devote their practice to 
representing plaintiffs in complex litigations, including class and derivative actions. It 
has a large support staff, including investigators, a forensic accountant, financial 
analysts, legal assistants, litigation support analysts, shareholder sel.'Vlces personnel, and 
infonnation technology specialists. 

(85) Michael Spencer, who is a pro1ner at Milberg m1d called to the bar in Ontario, 
offers counsel to IGm Orr. 

[86] Lead lawyers for Northwest v. Sino-Forest are James Orr, Won Kim, and Mr. 
Spencer. 

2. Retainer, Legal and Fortnsic Resources, and lnvestigations 

Smith v. Sino-Forest 

[87J Following the release of the Muddy Waters Report, 011. June 6, 2011, Mr. Smith 
contacted Rochon Genova. Mr. Smith, who lost much of his investment fortune, was 
one of the vi~s of the vvrongs allegedly committed by Sino-Forest. Rochon Genova 
accepted the .retainer, and two days later, a notice of action. was issued. The Statement of 
Claim in Smith v. Sino-Forest followed on July 8, 2011. 

[88] Following iheir retainer by Mr. Smith, Rochon Genova hired Mr. X (his name 
was not disclosed), as a consultant. Mr. X, who bas an ac.counting background, can 
fluently read, write., and speak English, Cantonese, and Mandarin. He travelled to China 
from June 19 to July 3, 2011and again from October 31 to November 18, 2011. The 
purpose of the trips was to gather infommtion abo\lt Sino-Forest's subsidiaries, its 
customers, and its suppliers. While in China, Mr. X secw:ed approximately 20,000 pages 
of filings by Sino-Forest with the provincial branches of Chi11a~s State Administration for 
Industry and Commerce (the "SAIC Files"). 

[89} In August 2011, Rochon Genova retained Froese Forensic Partners Ltd., a 
Toronto-based forensic accounting firm. to analyze the SAIC files. 

[90] Rochon Genova also retained HAIBU Attorneys a:t Law, a full service law finn 
based in Shenzhen, Guangdong Province, China, to provide a preliminary opinion about 
Sino-Forest'~ alleged violations of Chinese accounting and taxation laws. 

(91] Exclusive of the carriage motion, Rochon Genova has already incurred 
approximately $350,000 in time and disbursements for the proposed class action. 

l.abourer.r v. Sino-Forest 

[92] On June 3, 2011, the day after the release of the Muddy Waters Report, Siskinds 
retained the Dacheng Law Firm in China to begin an invesligation of the allegations 
contained in the report. Dacheng is 1he largest law flrm in China with offices throughout 
China and Hong Kong and also offices in Los Angeles, New York, Paris, Singapore, 
and Taiwan. 
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[93] On June 9, 2011, Gui:ning Liu, a Sino-Forest shareholder, cornmenoed an action 
in fue Quebec Superior Court on behalf of persons or entiti~s domici.l~d in Quebec who 
purchased shares and notes. Siskinds' Quebec affiliate office; Siskinds, Desmeules, 
avocats, is acting as class counsel in that action. 

[94] On June 20, 2011, Koskie Minsky, whlch had a long standing lawyer-client 
relationship with the Labourers' Fund, was retained by it to recover its losses associated 
with the plummet in. value of its holdings in Sino-Forest shares. Koskie Minsky issued a 
notice of action in a proposed class action with Labourers' Fund as the proposed 
representative plaintiffs. 

[95] The June action, however, is not being pursued, and in July 2011, Labourers' 
Fund was advised that Operating Engineers Fund, a11other p.ension fund, also had very 
significant losses, and the two funds decided to retain Koskie Minsky and Siskinds to 
commence a new action, which followed on July 20, 2011, by notice of action. The 
Statement of Claim in Labourers v. Sino-Forest was served in August, 2011. 

[96J Before commencing the new action, Koskie Minsky and Siskinds retained 
private jnvestigators in Southeast Asia and received reports from them, along with 
information reteived from the Dacheng Law Finn. Koskie Minsky anc:l Siskinds also 
received information fTom an unnamed expert iu Suriname about the operations of Sino
Forest in Suriname and the role of Gree.nheart Group Ltd., which is a significant aspect 
of its Statement of Claim in Labourers v. Sino-Forest. 

[97] On November 4, 2<lll, Koskie Minsky and Siskinds served th.e Defendants in 
Labourers v. Sino-Forest with the notice of motion for an order granting leave to assert 
the causes of action under Part XXIII.l of the Ontario Securities Act. 

[98} On October 26, 2011, Robert Wong, who bad lost a very large personal 
investment in Sino-Forest shares, retained Koskie Minsky and Siskinds to sue Sino
Forest for his losses, and the frrms decided that he would become another representative 
plaintiff. 

[99] On November 14, 2011, Koskie Minsky and Siskinds commenced Grant v. 
Sino-Forest Corp., which, as already noted above, they intend to consolidate with 
Labourers v. Sino-Forest. 

{100] Grant v. Sino-Forest names the same defendants as in Labourers v. Sino-Forest, 
except for the additional joinder of Messrs. Bowland, Poon, and West, and it also joins 
as defendants, BDO, and two additional underwriters, Bane of America and Credit 
Suisse Securities (USA.). 

[1 01] Koskie Minsky and Siskinds state that Grant v. Sino-Forest was commenced out 
of an abundance of caution to ensure that certain prospectus and offeri.(l.g memorandum 
claims under the Ontario Securities Act, and under the equivalent legislation of the oilier 
Provinces, will not expire as being statute-barred. 

[102] Exclusive of the carriage motion, Koskie Minsky bas already incurred 
approximately $350,000 in time and disbursements for the proposed class action, and 
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exclusive of the carriage motion, Sisk.inds has already incurred ap_prmtimately $440,000 
in time and disbursements for the propos~ class action. 

Northwest v. Sino-Forest 

[103] Immediately following the release of the Muddy Waters Report, Kim Orr and 
Milberg together began an investigation to determine whether an investor class action 
would be warranted. A joint press release on June 7, 2011, anno.unced the investigation. 

[104] For the purposes of the carnage motion. apart from saying that their 
investigation included reviewing all the documents on SEDAR and the System for 
Electronic Disclosure for Insiders (SEDI), communicating with contacts in the fmancial 
industry, and looking into Sino~Forest's officers, directors, auditors, underwriters and 
valuation experts, Kim Orr did not disclose the details of its investigati0n. It did indicate 
that it had hired a Chinese forensic investigator and financi.al. analyst, a market and 
damage consulting finn, Canadian forensic a.ccountan1s, and an investment and market 
analyst and that its investigations discovered valunble information. 

[1 05] Meanwhile, lawyers at Milberg contacted Bdtirente, which was one of its cliet\ts 
and also a Sino-Forest shareholder, and Won Kim of Kim Orr contacted Northwest, 
another: Sino-Forest shareholder. Batirente already had a retainer with Milberg to 
monitor its investment portfolio on an ongoing basis to detect loss~ due to possible 
securities violations. 

[1 06] Northwest and Biltirente agreed to retain Kim Orr to commence a class action, 
and on September 26, 2011, Kim Orr commenced Northwest v. Sino-Forest. 

[107] In October 2011, BC Investments contacted Kim Orr about the possibility of it 
becoming a plaintiff in the class proceeding commenced by Northwest and Batirente, 
and BC Investments decided to retain the firm and' the plan is that BC Investments is to 
become another representative plaintiff. 

(1 08} Exclusive of the carriage t:notion, Kim 'Orr and Milberg have already incurred 
approximately $1,070,000 in time and disbursement for the proposed class action. 

3. Proposed Representative Plaintiffs 

Smith v. Sino-Forest 

[109] InSmlth v. Sino-Forest, the proposed representative plaintiffs are Douglas Smith 
and Frederick Collins. 

[110] Douglas Smith is a resident of Ontario, who acquired approximately 9,000 
shares of Sino-Forest during the proposed class period. He is married, 48 years of age, 
and employed as a director of sales. He describes himself as a moderately sophisticated 
investor that invested in Sino-Forest based on hls review of the publicly available 
information. including public reports and filings, press releases, an.d statements released 
by or on behalf of Sino-Forest He lost $75,345, which was half of his investment 
fortune. 

(111] Frederick Collins is a resident of Nanaimo, British Columbia. He purchased 
shares in the primary market. His willingness to act as a representative plaintiff was 
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annou.ilced during the reply argument of the second day of the carriage motion, and 
nothing was discussed about his background other than he is similar to Mr. Smith in 
being an individual investor. He was introduced to address a possible Ragoonanan 
problem iQ Sm#h v. Sino-Forest; namely, the absence of a plaintiff who purchased in 
the primary market, of which alleged problem I will have more to say about below. 

Labourers v. Sino-Forest 

[112] In Labourers v. Sino-Forest, the proposed representative plafutiffs are: David 
Grant, Robert W-ong, The Trustees of the Labourers' Pension Fund of ~nttal and 
Eastern Canada ("~Labourers,. Fund"), the Trustees of the International Union of 
Operating Engineers Local 793 Pension Plan for Operating Engineers in Ontario 
("Operating Engineers Fund"),_ and Sjunde AP-Fonden. 

[113] David Grant is a resident of Alberta. On October 21, 2010, he purchased 100 
Guaranteed Senior Notes of Siao~Forest at a price of $101.50 ($U.S.), which he 
continues to hold. 

(114] Robert Wong, a resident of Ontario, is an electrical engineer. He was born in 
China, and in addition to speaking English, he speaks fluent Cantonese. He was a 
substantial shareholder of Sino-Forest fi:om July 2002 to June 2011. Before making his 
investment, he reviewed Sino-Forest's Core Documents, and he also made his own 
investigations, including visiting Sino-Forest's plantations in China in, 20(J5, where he 
met a Sino-Forest vice-president. 

[liS] Mr. Wong•s investment in Sino-Forest comprised much of his net worth. In 
September 2008, he owned 1.4 million Slno-Fores.t shares with a value of approximately 
$26.1 million. He purchased more shares in the December 2009 prospectus offering. 
Around the end ofMay 2011, he owned 518,700 shares, which, after the publication of 
the Muddy Wfl.ters Report, he sotd on June 3, 2011 and June 10, 2011, for $2.8 miUion. 

[116] The Labourers' Fund is a 1nulti-employer pension fund for employees in the 
construction industry. It is registered with the Financial Services Commission in 
Ontario and has 52,100 members in Ontario, New Bnm.swick, Nova Scotia, Prince 
Edward Island, and Newfoundland and Labrador. It is a long-time client of Koskie 
Minsky. 

[117] Labourers' Ftmd manages more than $2.5 billion in assets. It has a fiduciary and 
statutory responsibility to invest pension monies on behalf of thousands of employees 
and pensioners in Ontario and in other provinces: 

[1181 Labourer's Fund acted as representative plaintiff in a U.S. class actions against 
Fortis, Pitney Bowes Inc., Synovus Financial Corp., and Medea Health Solutions, Inc. 
Those actions involved allegations of misrepresentation in the statements and filings of 
public issuers. 

[119] The Labourers' Fund purchased Sino~Forest shares on the TSX during the class 
period, including 32,300 shares in a trade placed by Credit Suisse under a prospectus. 
Most of its purchases of Sino-Forest shares were made in the secondacy market. 
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[120) On June I , 2011, the Labourers' Fund held a total of 128,700 Sino-Forest shares 
with a market value of $2.3 million, and it also had an interest in pooled funds that had 
$1.4 million invested in Sino·Forest shares. On Jtme 2 and 3, 2011, the Labourers' Fund 
so.ld its holdings in Sino· Forest for a net recovery of$695,993.96. By June 30, 2011, the 
value of the Sino-Forest shares in the pooled funds was $~91,811. 

[!21] The Operating Engineers Fund is a multi·employer pension fund for employed 
operating engineers and apprentices in the construction industry. It is registered with the 
Financial Services Commission in Ontario, and it has 20,867 members. It is a long-time 
client of Koskie Minsky. 

[122] 'The Operating Engineers Fund manages $1.5 billion in assets. It has a fiduciary 
and statutory responsibility to invest pension monies on behalf of thousands of 
employees and pensions in Ontario and in other provinces. 

[123] The Operating Engineers Fund acquired shares of Sino-Forest on the TSX 
during the class period. The Operating Engineers Fund invested in Sino-Forest shares 
through four asset maruij,!;ets of a segregated fund. Ono of the managers purchased 
42,000 Sino-Forest shares between Februa:ry 1, 2011, and May 24, 2011, which had a 
market value of $764,820 at the close of trading on June 1, 2011. These shares were 
sold on June 21, 2011 for net $77,1 70.80. Another manager purchased 181,700 Sino
Forest shares between January 20,2011 and June 1, 2011, wWcb had a market value of 
$3.3 million at the close of trading on June 1, 2011. TIJ.eSe shares were sold and the 
Operating Engineers Fund recovered $1.5 n1illion. Another asset manager purchased 
100,400 Sino-Forest shares between July 5, 2007 and May 26, 2011, which had a 
market value of $1.8 million at the close of trading on June 1, 2011. Many of these 
shares were sold in July and August, 2011, but the Operating Engineers Fund continues 
to hold approximately 37,350 shares. Between June 15, 2007 and J\Ule 9, 2011, the 
Operating Engineers Fund also purchased units of a pooled fund managed by TD that 
held Sino·Forest shares, nnd it continues to hold these units. The Operating Engineers 
Fund has incurred losses in excess of $5 million witb respect to its inv:estment in Sino
Forest shares. 

(124) Sjunde AP-Fonden is the Swedish Nation Pension Fund, and part of Sweden's 
national pension sy:ltem. It manages $15.3 billion in assets. It has acted as lead plaintiff 
in a large securities class action and a large stockholder class a~tion in the United States. 

[1 25] In addition to retaining Koskie Minsky and Slskinds, Sjunde AP-Fonden also 
retained the American law finn Kess1et Topaz to provide assistance, if necessary, to 
Koskie Minsky and Siskinds. 

[126] Sjunde AP·Fonden purchased Sino-Forest shares on the TSOC frorn outside 
Canada between April2010 and January 2011. It was holdi~g 139,398 shates with a 
value of $2.5 million at the close of trading on J.w1e 1, 2011. It sold 43,095 shares for 
$188,829.36 jn August2011 and holds 93,303 shares. 

[127] Sjunde AP-Fonden is prepared to be representative plaintiff for a sub-class of 
non·Canadian purchasers of Sino-Forest shares who purchased shares in Canada from 
outside of Canada. 
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[128] Messrs. Mancinelli, Gallagher, and Grottheim each deposed that Labourers' 
Fund, the Operating Engineers Fund, and Sjunde AP-Fonden respectively sued because 
of their losses and because of their concerns that public markets remain healthy and 
transparent. 

[129] Although it does not seek to be a representative plainti£:t:, the Healthcare 
Employee Benefits Plans of Manitoba ("Healthcare Manitoba,) is a major class m.ember 
that supports carriage being granted to Koskie Minsky and Siskinds, and its presence 
shou.ld also be mentioned here because it actively. supports the appointment of the 
proposed representative plaintiffs in Labourers v. Sino,-For~.st. 

[130) Hea:lthcare Manitoba provides pensions and other benefits to eligible healthcare 
employees and their families throughout Manitoba. It h<1;s 65,000 members. It is a long
time client of Koskie Minsky. It manages more than $3.9 billion in assets. 

[ 131] Healthcare Manitoba, inve:sted in Sino-Forest shares that were purchased by one 
of its asset managers in the TS:X secondar.y market. Between February and May, 2011, 
it purchased 305,200 shares with a book value of $6.7 million. On June 24, 2011, the 
shares were sold for net proceeds of$.560,775.48. 

Northwest v. Sino-Forest 

[132] In Northwest v. Sino-Forest, the proposed representative plaintiffs axe: British 
Columbia Investment Management Corporation r'Bc Investment"); Conrite syndical 
national de retraite Batircnte inc. ("Batir~J].te") and Northwest & Ethical Investments 
L.P. ("Northwest"). 

[133) BC Investment, which is incorporated under the British Colurp.bia Public Sector 
Pension Plan.s Act, is owned by an.4 is an agent of the Government of British Columbia. 
It manages $86.9 billion in assets. Its investment activities help to finance the retirement 
benefits of more than. 475,000 .residents of British Columbia, iocluding publi~ service 
employees; healthcare workers, university teachers, and stAff. I~ investment activities 
also help to finance the WorkSafeBC insurance fund that covers approximately 2.3 
ro:illion workers and over 200,000 employers in B.C., as well as, insurance funds for 
public service long term disability and credit union deposits. 

[134) BC Investment, through the funds it managed, owned 334,900 shares of Sino~ 
Forest at the start of the Class Period, purchased 6.6 million shm-es during the Class 
Period, including 50,200 shares in the June 2009 offering and 54,800 shares in the 
December 2009 offering; sold 5 million shares during the Class Period; disposed of 
371,628 shares after the end of the Class Period; and presently holds 1.5 million shares. 

(135) Batirente is a non-profit financial services firm initiated by the Confederation of 
National Trade Unions to establish and promote a workplace retirement system for 
affiliated unions and other organizations. It is registered as a financial services firm 
regulated in Quebec by the Autorite des marches financiers under the Act Respecting the 
Distribution of Financial Products and Services, R.S.Q., chapter D-9.2. lt has assets of 
about $850 million. 
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[1361 Blitirente, through the funds it managed, did not own any shares of Sino-Forest 
before the class period, purchased 69,500 shares during the class period, sold 57,625 
shares during the class period, and disposed of the rest of its shares after the end of the 
class period. 

[137] Northwest is an Ontario limited partnership1 owned 50% by the Provincial 
Credit Unions Central and 50% by Federation des caisses Desjardin 9u Quebec. It is 
registered with the British Columbia Securities Commission as a portfolio manager. and 
it is registered with the OSC as a portfolio manager and as an investment funds 
manager. It manages about $5 billion in assets. 

[138] Northwest, through the funds it managed, did not own any shares of Sin.o-Forest 
before the class perjod., purchased 714,075 shares during the class period, including 
245,400 shares in the December 2009 offering, sold 207,600 shares during the class 
period, and disposed of the rest of its shares after the end of the class period. 

[139] Kim Orr touts DC Inv~stment, B~tirente~ and Not1hwest as candidates for 
representative plaintiff because they are sophisticated "activist sharelmld.ers,. that are 
committed to ethical investing. There is evidence that they have all niiseq governance 
issues with Sino· Forest as well as other companies. lvfr. Mountain of Northwest and Mr. 
Simard of B&tirente are eager to be actively involved in the litigation against Sino~ 
Forest. 

4. Funding 

[140J Koskie Minsky and Siskinds have approached Claims Funding International, 
and subject to court approval7 Claims Funding International has agreed to indemnify the 
plaintiffs for an adverse costs award in return for a percentage of any recovery from the 
elMs action. 

[141] Koskie Minsky and Siskinds state that if the funding arrru1gcment with Claims 
Funding International is refused, they will, in any event, proceed with the litigation and 
will indemnify the plaintiffs for any adverse costs award. 

[142] Similarly, Kim Ort has approached Bridgepoint Financial Services, which 
subject to court approval, has agreed to indemnify the plaintiffs for an adverse costs 
award in return for a percentage of any recovery in the class action. If this arrangement 
is not approved, Kim Orr intends to apply to the Class Proceedings Fund, which would 
be a more expensive approach to financing the class. action. 

[143] Kim Orr states that if these funding arrangements are refused, it will, in any 
event, proceed with the litigation and it will indemnify the plaintiffs Tor any adverse 
costs award. 

[144) Rochon Genova did not mention in its factum whether it intends to apply to the 
Class Proceedings Fund on behalf of Messrs. Smith and Collins, but for the purposes of 
the discussion later about the carriage order, I will asswne that this may be the case. I 
will also assume that Rochon Genova has agreed to indemnify Messrs. Smith and 
Collins for any adverse costs award should funding not be granted by the Fund. 
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5. Conflicts of Intcre~;t 

[145] One of the quu!Hicettion~ H.w b~ing a representutive plaintiff is thut the cundidnt~ 
does not huve u confti.cl ofinterest in reprelienting the clnss members und in bringing nn 
uction on their behulf. All of the oundidates for representntive plaintiff in the competing 
clnss notions depose thnt they lmve no conflicts of interest. Their opponents disag1·ee. 

r 146] Rochon Genova submits that th.cl'c EU'C inherent conflicts of interests in both 
LcJhourers v. Slno-11'orest and in Norlhwe.st 11. Slnn-Fof'est because the I'Oprcscntativc 
pla;ntiff.c; bring actions on behalf of both shan~holdc!'S and noteholdel's, Rochon Oenova 
submit~ that these conflicts are exncerhaled hy the prospect or a Sino-Forest bun1<tuplcy. 

[147] Relying on Cc1sw·lnet Ltd. Partnership v. Rio Algom Ltd. [2004] O.J. No. 177 
(C:A.) ut ptu·ns. 35~36, ufPg [2002] O.J. No. 3229 (S.C.J.), leave to appeal to the S.C.C. 
denied, [2004] S.C.C.A. No. 1 OS nnd Amaranth LLC. v. Counsel Corp., [2003] OJ. No. 
4674 (S.C.J.), Rochon Genova ~mbmlts that a class action by the bondholders is 
precluded by the prc-conditlons in the bond instrtuncnts> but if it were to proceed, it 
might not bo in the host interests of the bondht)ldol'~, who might pt'eftw to hnve Sinow 
Fo1'est capable of ctll'rying on bu.<J!t'less, Fu1'ther still, Rochon Genova S\.lhmlts thnl, in 
any ever\l, nn nclton by the bondholder~' ln.1st~;e muy bt: the preferable way for the 
noteholdel's to sue on their notes. Fmther, Rochon Genova submits that if there is a 
bankl·uptcy, the bondholders mny prefer to settle their claims in the context of the 
bankruptcy rather than being connected in a class action to the shat·oholdol·'s claims 
ovor which they would have pl'iol"ity in a bankruptcy. 

[148] Further still, Rochon Genova !mbmits thut n btu'lkl'Uptcy would bring another 
conflict of interest between bondholde1·s and shareholders because under s. 50(14) ofthe 
Bankruptcy and lnsolvancy Act, R.S.C., t98S, c. 13-31 and 5.1(2) of 1hc Companies' 
Cradltors Arrangement Act, R.S.C., 1985, c. C-3 6 the claims of creditors against 
directors that aro based on miSI'Cp!'osct\tation or opprc!'lsion may not bo compmmisocl 
through a plan ot• pmpo~al. In C\)n(t•asl, A.l/en-JI(mgum·d Corp., R~, 20 ll ONSC 5017 
(S.C.J.) at l'lll'!lS. 48-52 ls U\.llhol'ily thal shmeholdel'S are not ::;imilurly protected, mu1. 
therefore, Rochon Oenovtl submits that the noteholders wot1ld have a grent deal mol'e 
leverage in l'csolving clain1s against directors tban wo1lld the sha1·choldcr members of 
tho cla~s in a class action. 

[149] Kim OJ.•r denies thut there is a conflict in the l'epre!lenttltive ph1intiffs acting 011 
behalf of both sharcholdcl'S and bondholders. It submits that while boldholdm-s may 
have an additional cln\m in conll'act agail,~t Sl.no-Forest for l'epaymenl of the debt 
outside of the oluss uotion, both shareholders nnd bondholders shure n misrep1·esenb~tion 
claim against Sino-Forest and there is no conflict in advancing the misrepresentation 
claim independent nfthc dobt repayment claiiYt, 

[150] Koskie Minsky tmd Siskinds also deny that there is ~my conflict in advancing 
claims by both bondholders Rnd sluu·eho1ders. They say th~lt the class members are on 
common gromtd in advancing miSl'epresentation, tort, ttnd the various stutll!Ol'Y cu.u:les 
of action. Koskie Minsky and Siskinds add that if there was a conflict, then it is 
manageable becau~o they have a representative plaintiff who was a bondholder> which 
is not the cuse for the l'epx·es~omtallve phlintins i11 Northwest v. Sino~ForrJst. Il submi~'l 
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that, if necessary, subclasses can be established to manage any conflicts of interest 
among class members. 

[151] Leaving the submitted shareholder and bondholder conflicts of interest, Rochon 
Genova submits that Labourers' Fund has a conflict of interest because BDO Canada is 
its auditor. Rochon Genova submits that Koskie Minsky alse has a conflict of interest 
because it and BDO Canada have worked together on a committee providing liai~on 
between multi-employer pension plans and the Financial Services Commission of 
Ontario and have respectively provided services as audito.r and legal counsel to the 
Union Benefits Alliance of Construction Trade Unions. Rochon Genova submits that it 
is telling that these conflicts were not discto.sed and that BDO, which is an entity that is 
an international associate. with BDO Canada was a late arrival as a defendant in 
Labourers v. Si:Jw-Forest, although this can be explained by changes in the duration of 
the class period. 

(152] For their part, Koskie Minsky and Siskinds raise a different set of conflicts of 
interest. They submit that Northwest, Batirente, and BC Investments have a conflict of 
interest with the other class members who purchased Sino-Forest securities because of 
their role as investment managers. 

[153] Koskie Minsky and Siskinds' argument is that as third party financial service 
providers, BC Investment, Batirente, and Northwest did not suffer losses themselves but 
rather passed the losses on to their clients. Further, Koskie Minsky and Siskinds submit 
that, in contrast to BC Investment, Bitirente, and Northwest, their clients, Labourers, 
Fund and Operating Engineers Fund, are acting as fiduciaries to recover losses that will 
affect their members' retirements. This arguably makes Koskie Minsky and Siskinds 
better representative plaiiJ.tiffs. 

[154] Further still, Koskie Minsky and Siskinds submit that the ct:ass members in 
Northwest v. Sino-Forest may question whether Northwest, Bft:tirente, and BC 
Investments failed to properly evaluate the risks of investing in Sino-Forest. Koskie 
Minsky and Siskinds point out that the Superior Court of Quebec in Comite syndical 
national de retraite Btitirente inc. c. Societe financiere Manuvie. 2011 QCCS 3446 at 
paras. 111 * 119 disqualified Bfttirente as a representative plaintiff because there might be 
an issue about Batirente's inve.stment decisions. Thus, Koskie, Minsky and Sisk.inds 
attempt to change Northwest, B~tirente1 and BC Investments' involvement in 
encouraging good corporate governance at Sino-.Forest from a positive attribute into the 
failure to be aware of ongoing wrongdoing at Sino-Forest and a negative attribute for a 
proposed representative plaintiff. 

6. Definition of Class Membership 

Smith v. Sino-Forest 

[155] In Smith v. Sino-Forest> the proposed class action is: (a) on behalf of all persons 
who purchased shares of Sino-Forest from May 17, 2004 to August 26, 201 1 on the 
TSX or other secondary market; and (b) on behalf of all persons wlto acquired shares 
of Sino-Forest during the offering distribution period relating to Sino-Forest's share 
prospectus offerings on June 1, 2'009 and December 1 0) 2009 excluding the Defendants, 
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members of the immediate families of the Individual Defendants, or the directors, 
officers, subsidiaries and affiliates of the corporate Defendants. 

[156] Both Koskie Minsky and Siskinds and Kim Orr challenge this class membership 
as inadequate for f.1iling to include the bondholders who were allegedly banned by the 
same misconduct that harmed the shareholders. 

Labourers v. Sino-Forest 

[157] In Labourers v. Sino-Forest, the proposed class ac:tioo is on behalf of all persons 
and entities wherever they may reside who acqtrired securities of Sino.,Forest during the 
period from and including March 19, 2007 to and including June 2, 2011 either by 
primary distribution in Canada or an acquisition on the TSX or other secondary markets 
in. Canada, other than the defendants, their past and present subsidiaries, affiliates, 
officers, diroctors, senior employe~. partners, legal representatives, heirs, predecessors, 
successors and assigns, and any individual who is an immediate member of the family 
of an individual defendant. 

[158] The class membership definition in Labourers v. Sino-Fore~t includes non
Canadians who purchased shares or notes in Canada but excludes noli-Canadians who 
purchased in a foreign marketplace. 

[159J Challenging this definitio~ Kim Orr submits that it is wrong in principle to 
exclude persons whose claims will involve the same facts as other ciQSs members and 
for whom it is arguable that. Canadian courts may exercise jurisdiction and provide 
access to justice. 

Northwest v. Sino-Forest. 

[160] In Northwe-st v. Sino-Forest, the proposed class action is on behalf of purchasers 
of shares or notes of Sino-Forest during the period from August 17, .2004 through June 
2> 2011, except: Sino-Forest's past and present subsidiaries and affiliates; the past and 
present officers and directors of Sino-Forest and its subsidiaries and affiliates; members 
of the immediate family of any excluded person; the legal representatives, heirs, 
successors, and assigns of any excluded person or entity; and any entity in which any 
excluded person or entity has or had a controlling interest. 

[161] Challenging this definition, Koskie Minsky and Siskind.s submit that the 
proposed class 41 Northwest has no geographical limits and, therefore, will face 
jurisdictional and choice of Jaw ·challenges that do not withstand a cost benefit analysis. 
It submits that Sino-Forest predominantly raised capital in Canadian capital markets and 
the vast majority of its securities were either acquired in Canada or on a Canadian 
market, and, in this context, including in the class non-residents who purchased 
securities outside of Canada risks undermining and delaying the claims of the great 
majority of proposed class members whose claims do not face such juri'sdictionaJ 
obstacles. 
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7. Definition of Class Pe.riod 

Smith v. Sino-Forest 

[1621 In Smith v. Sino~Forest, the class period is May 17, 2004 to August 26, 201 L 
This class period starts with the release of Sino-Forest's release of its 2003 Annual 
Information Form, which indicated the use of authorized intermediaries, and it ends on 
the day of the OSC'!'1 cease-trade order. 

(I 63] For comparison purposes, it slwuld be noted that this class period has the earliest 
start date and the latest finish date. Labourers v. Sino~$mith and Northwest v. Sino~ 
Forest both uso the end date of the release of the Muddy Waters Report. 

[ 164] In maldng comparisans, it is helpful to look at the chart found at Schedule A of 
this judgment. 

[165] Rochon Genova justifies its extended end date based on the argument that the 
Muddy Waters Report was a revelation of Sino~Forest's misrepresentation but not a 
corrective statement that would end the causation of injuries because Sino~Forest and its 
officers denied the truth of the Muddy Waters Report;. 

(166] Kim Orr's criticizes the class definition in Smtth v. Sino-Forest and submits tbst 
purchasers of shares or notes after the Muddy Waters Report was published do not have 
viable claims and ought not. be included as class member.s. 

[167] Koskie Minsky and Siskinds' submission is similar, and they regard the 
extended end date as problematic in raising the issues of whether there were corrective 
disclosure& and of how Part XXIII.I of the Ontario Securities Act should .be interpreted, 

Labourers v. Sino-Forest 

[168] In Labourers v. Sino~Forest, the class period is March 19,2007 to June 2, 2011. 

(169] This class period starts with the date Sino-For~st's 2006 financial results were 
announced., and it ends on the date of the publication oft~'le Muddy Waters Report. 

[170] The March 19, 2007, commencement date was determined using a complex 
mathematical formula known as the "multi-trader trading model." Using this model, Mr. 
Torchio estimate~ that 99.5% of Sino-Forest's shares retained after June 2, 2011, had 
been purchased after the March 19, 2007 commencement date. Thus, practically 
speaking, thel'e is almost nothing to be gained by an ear1ier start date for the class 
-period. 

[171) The proposed class period covers two share offerings (June 2009 and December 
2009). This class period does not include time before the .coming into force of Part 
XXIII.! of the Ontario Seeu.rilies Act (December 31, 2005), and, thus, Koskie Minsky 
and Siskinds submit that this aspect of their definition avoids problems about the 
retroactive application, if any. of Part XXlll.l of the Act. 

[172] For comparison putpo~es, the Labourers class period has 1he latest start date and 
shat<es the finish date used in the Northwest v. Sino-Forest action, which is sooner than 
the later date used in Smith v. Sino-Forest. It is the most compressed of the three 
definitions of a class period. 
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[173] Based on Mr. Torchio,s opinion, Koskie Minsky and Siskinds submit that there 
are likely no damages arising from purchases made during a substantial portion of the 
class periods in Smith v. Sino-Forest and in Northwest v. Sino-Forest. Koskie Minsky 
and Siskinds submit that given that the average price of Sino's shares was 
approximately $4.49 in the ten trading days after the Muddy Waters report, it is likely 
that any shareholder that acquired Sinc;>~Forest shares for less than $4.49 suffered no 
damages, particularly under Part XXIII. I cftbe Ontcoio Securities Act. 

[!74] In part as a matter of principle, Kim Orr submits that Koskie Mipsky and 
Siskinds' approach to defining the class period is W'!Sound because it excludes class 
members who, despite the mathema.tical mo(:ielHng, may have genuine claims and are 
being denied any opportunity for access to justice. Kim Orr submits it is wrong in 
principle to abandon these potential class members. 

[175] RE>chon Genova also submits that Koskie Minsky and Siskinds' approach to 
defining the class period is wrong. It argues that Koskie Minsky and Siskinds7 reliance 
on a complex mathematical model to define class membership is arbitrary and unfair to 
share purchasers with similar claims to those claimants to be included as class members. 
Rochon Genova criticizes Koskie Minsky and Siskinds' approach as being the 
condemned merits based apprQach to class de fruitions and for being the sin of excluding 
class members because they may ultimately not succeed after a suc.cessful cqmmon 
issues trial. 

[176] Relying on what I wrote in Fz'scher v. IG Investment Managc~.ment Ltd., 2010 
ONSC 296 at para. 157, Rochon Genova submits that the possible failure of an 
individual class member to establish an individual element of his or her claim such as 
causation or damages is not a reason to initially exclude him or her as a class member. 
Rochon Genova submits that the end date employed in Labourers v. Sin'O-Forest and 
Northwest v. Sino-Forest is wrong, 

Northwest y, Sino-Forest 

[177] In Northwest v. Sino-Forest, the class period is August 17,2004 to June 2, 2011. 

[178] This class period starts fi'om the day Sino-Forest closed its public offering of 
long-term notes that were still outstanding at the end of the class period. and ends on the 
date of the Muddy Waters Research Report. This period covers three share offerings 
(June 2007, June 2009, and December 2009) and six note offerings (August 2004, July 
2008, July 2009, Decembt::r 2009, February 2010, and October 2010). 

[179] For comparison purposes, the Northwest v. Sino~Forest class period begins 3 
months later and ends three months sooner than the class period in Smith v. Sino-Forest. 
The Northwest v. Sino-Forest class period begins approximately two"and-a,..half years 
earHer and ends at the same time as the class period in Labourers v. Sino-Forest. 

[180) Kim Orr submits that its start date of Au.gust 17, 2004 is satisfa¢tory, because on 
that date, Sino-Forest shares were trading at $2.85, which is below the closing price of 
Sino-Forest shares on the TSX for the ten days after June 3, 2011 ($4.4.9), which 
indicates that share purchasers before August 2004 would not likely be able to claim 
loss or damages based on the public disclosures on June 2, 2011. 
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[181] However, Koskie Minsky and Siskinds point out tbat Kim Orr's submission 
actually provides partial support for the theory for a later start date (March 19, 2007) 
because, there is no logical reason to include in the class persons who. purchased Sino~ 
Forest shares between May 17,2004, the start date ofthe Smith Action and Decem.ber 1, 
2005, because with the exception of one trading day (January 24, 2005), Sino~Forest's 
shares never traded above $4.49 duriag that period. 

8. Theory of the Case against the Defendants 

Smith v. Sino-Forest 

[ 182] In Smith v. Sino~Fol'es~ the theory of the case rests on the alleged non-arms' 
length transfers between Sino-Forest and its subsidiaries and authorized intennediaries, 
that purportefi to be suppliers and customers. Rochon Genova's irtvestigations and 
analysis suggest that there are numerous non-arms leQgth intel'-company transfers by 
which Sino-Forest misapproptiated investors' funds1 exaggerated Sino~Forest's 
assets and revenues, and engaged in improper tax and accounting practices. 

[183] :Mr. Smith alleges that Sino-Forest's quarterly interim financial statements, 
audited annual financial statements, and management's discussion Md analysis 
reports, which are Core Documents as defined under the Ontario Securities Act, 
misrepresented its revenues, the nature and scope of its business and operations, and the 
value and composition of its forestry holdings. He alleges that the Core Docwnents 
failed to disclose an unlawful scheme of fabricated sales transactions ru;1d the avoidance 
of tax and an unlawful scheme through which hundreds of millions of dollars in 
investors' funds were misappropriated or vanished. 

[184} Mr. Smith submits that these misrepresentations and failures to discluse were 
also made in press releases and in publio oral statements. He submits that Chan, Hyde, 
Horsley, Mak, Martin, Murray, and Wang authorized, permitted or acquiesced in the 
release of Core Documents and that Chan, Horsley, Martin, and Mw-ray made the 
misrepresentations in public oral statements. 

(185] In Smith v. Sino-Forest, Mr. Smith (and Mt. Collins) brings different claims 
against different combinations of Defendants; visualize: 

• misrepresentation in a prospe.ctus under Part XXIII of the Ontar-io Securities Act, 
against all the Defendants 

• subject to leave being granted, misrepresentation in secondary market disclosure 
under Part XXII1.1 of the Ontario Securities Act as against the defendants: Sino~ 
Forest. Chan, Horsley, Hyde, Mak, Martin, Murray, Wang, BDO and E&Y 

• negligent, reckless, or fraudulent misrepresentation ~gainst Sino-Fo~;est, Chan, 
Horsley, Hyde, Mak, Martin, Murray, and Wang. 'This claim would appear to 
cover sales of shares ln both the primary and secondary markets. 

[1861 It is to be noted that Smith v. Sino-Forest does not make a claim on behalf of 
noteholders, and, as described and explained below, it joins the fewest number of 
defendants. 
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(187] Smith also does not advance a claim on behalf of purchasers of shares through 
Sino-Forest's prospectus offering of June 5, 2007, because of limitation period concerns 
associated with the absolute limitation period found in 138.14 of the Ontario Securities 
Act. See; Coulson v. Citigroup Global Markets Canada Inc., 2010 ONSC 1596 at paras. 
98-100. 

Labourers v. Sino-Forest 

[188] The theory of Labourers v. Sin.o-Forest is that Sino-Forest, along with its 
offieers, directors, and certain of its professional advisors, falsely represented that its 
financial statements complied with GAAP, materiafly overstated the size and value of 
its forestry assets, and made false and incomplete representations r:egarding its tax 
liabilities, revenue recognition, and related party transactions. 

[189] The claims in Labourer$ v. Sim>-Forest are largely limited ta alleged 
misrepresentations in Core Document.s as deflned in the Ontario Se(:W'ities Act aud 
other Canadian securities legislation. Core Documents include prospectuses, annual 
infonnation forms, information circulars. financial stateme~ts, management discussion 
& analysis, and material change reports. 

[190] The representative plaintiffs advance statutory claims and also common law 
claims that certain defendants breached a duty of care and committed the torts of 
negligent misrepresentation and negligence. There are unjust enrichment, conspiracy, 
and oppression remedy claims advan<ted against certain defendants. 

[191] In Labourers v. Sino-Forest, different combinations of representative plaintiffs 
advance different claims against different combin&tions of defendants; v1sualize: 

• Labourers' Fund and Mr. Wong, purchasers of shares in a primary market 
distribution, advance a statutory claim under Part XXIII of the Ontario 
Securities Ac:t against Sino-Forest, Chan, Horsley, Hyde, Mak, Martin, Murray, 
Poon, Wang, E&Y, BDO, CIBC, Canaccord, Credit Suisse, Dundee, Maison, 
Merrill, RBC, Scotia, TD ~d Poyry 

• Labourers' Fund and Mr. Wong, purchasers of shares in a primary market 
di.sl.!ibution, advance a common law neg!igent rnisrepre.sentation claim against 
Sino-Forest, Chan, Horsley, Hyde, Mak, Martin, Murray, Poon, Wang, E&Y, 
BDO, CIBC, Canaccord, Credit Suisse, Dundee, Maison, Merrill, RBC, Scotia, 
and TD based on the common nlisrepresentation that Sino-Forest's financial 
statements complied with GAPP 

• Labourers' Fw1d and Mr. Wong, purchasers of shares in a primary market 
distribution, advance a common law negligence claim against Sino-Forest, Chan, 
Hyde~ Horsley, Mak.. Martin, Murray, Poon, Wang. E&Y, BDO, CIBC, 
Canaccord, Credit Suisse, Dundee, Maison, Merrill, RBC, Scotia, TD and P~yry 

• Grav.t, who purchased bonds in a primary market distribution, advances a 
statutory claim under Part XXIII of the Ontario Securities Aet against Sino
Forest 
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• Grant, who purchased bonds in a primary market distribution, advances a 
common law negligent misrepresentation claim against Sino-For..est, E&Y and 
'BDO based on the common misrepresentation that Sino-Forest's financial 
statements complied with GAPP 

• Grant, who purchased bonds in a primary market distribution, advances a 
common law negligence claim against Sino-For.est, E&Y. BOO, Bane of 
America, Credit Suisse USA, and TO 

• All the representative plaintiffs, subjeot to leave being granted, advance claims 
of misrepresentation in secondary market disclosure under Part XXUI.l of the 
Ontario Securities Act and, if necessary, equivalent pt()vincial legislation. This 
claim is against Si.no-Forest, Ardel11 Bowland, Chan, Hyde, Horsley, Mak, 
Martin, Murray, Poon, Wang, West, E &Y, BDO, and P<Syry 

• All of tho representative plaintiffs, who purchased Sino-Forest securities in the 
secondary market, advance a common law negligent misrepr~entation claim 
against all of the Defendants eKcept the underwriters based on the common 
misrepresentation contained in the Core Documents that Sino-Forest•s financial 
statements eomplied with GAAP 

• AU the representative plaintiffs sue Sino-Forest, Chan, Horsley, and Poon for 
conspiracy. It is alleged that Sino~Forest, Chan, Horsley, and Poon conspire~ to 
inflate the price of Sino-Forest's shares and bonds and to profit by their 
wrongful acts to enrich themselves by, among other things, issuing stock options 
in which the price was impermissibly low 

• While it is not tmtirely clear from the Statement of Claim, it seems that all the 
re.presentative plaintiffs sue Chan, Horsley, M~ Martin, Mumiy, and Poon for 
unjust enrichment in selling shares to class members at artificialLy inflated prices 

• While it is not entirely clear from the Statement of Claim, it seems that all the 
representative plaintiffs sue Sino-Forest for unjust eruiclunent for selling shares 
at artificially inilated prices 

• While it is not entirely clear from the Statement of Clairn, it seems that all the 
representative plaintiffs sue Bane of America_ Canaccord, CIBC, Credit Suisse, 
Credit Suiss~ USA. Dundee, Maison, Merrill, RBC, Scotia, and:TD for unjustly 
enriching themselves from their underwriters fees 

• All the representative plaintiffs sue Sino-Forest, Chan, Horsley, Hyde, Mak, 
Martin, Murray, Poon, and Wang for an oppression rem~y under the Canada 
Business Corporations Act 

[192] Koskie Minsky and Siskinds submit that Labourers V; Sino.-Forest is more 
focused than Sm.ith and Nort!nvest because: (a) its class definition covets a shorter time 
period and is limited to securities acquired by Canadian residents or in Canadian 
markets; (b) the material documents are limited to Core Documents :under securities 
legislation; (c) the named individual defendants are limited to directors and officers with 
statutory obligations to certify the accuracy of Sino~Forest>s public filings; and (d) the 
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causes of action are tailored to distinguish between the claims of primary market 
purchasors and secondary market purchasers and so are le&s susceptible to motions to 
strike. 

[193] Koskie Minsky and Siskinds submit that save for background and context, little 
is gain~d in the rival actions by including claims based on non-Core Documents, which 
confront a higher threshold to establish liability under Part XXill.l of the Ontario 
Securities Act. 

Northwe1t v. Sino-Fore-st 

[194] The Northwest v. Sino-Forest Statement of Claim focuses on an "Integrity 
Representation," which is defined as: "the representation in substance that Sino-Forest's 
overall reporting of its business operations and financial statements w~ fair, complete, 
accurate, and in conformity with international standards and the reqUirements of the 
Ontario Securfttes Act and National Instrument 51-J 02, and that its accounts of its 
growth and success could be trusted." 

[195] The Northwest v. SiM-Forest Statement of Claim alleges that all Defendants 
made the Integrity Representation and thai it was a false, misleading, or deceptive 
statement or emussion. It is alleged that the false Integrity Representation caused the 
market decline following the June 2, 2011, disclosures, regardless of the truth or falsity 
of the particular allegations contained in tb:e Muddy Waters Report. 

[196] In Northwest v. Sino~Forest, the representative plaintiffs advance statutory 
clalm.s under Parts XXIli and XXTIL 1 of the Ontario Securities Act and a collection of 
common law tort claims. Kim Orr submits that to the extent, if any, that the statutory 
claims do not provide complete remedies to class members~ whether due to limitation 
periods, Uability caps, or other limitations, the common law claims may provide 
coverage. 

[197] In Northwest v. Sino-Forest, the plaintiffs advance different claims against 
different combinations of defendants; visualize: 

• With respect to the June 2009 and De<?ember 2009 prospectus, a cause of action 
for violation of Part XXIU of the Ontario Securities Act against Sino-Forest, 
the underwriter Defendants, the director Defendants, tbe Defendants wbo 
consented to disclosure in the prospectus and the Defendants who signed the 
prospectus 

• Negligent misrepresentation against all of the Defendants for disseminating 
material misrepresentations about Sino-Forest in breach of a duty to exercise 
approp.riate care and diligence to ensure tlu~t the documents and statements 
dissetninated to the public about Sino~Forest were complete, truthful, and 
accurate. 

• Fraudulent misrepresentation against all of the Defendants for acting knowingly 
and deliberately or with reckless disregard for the truth making 
misrepresentations in documents, statements, financial statements, prospectus, 
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offering memoranda, and filings issued and disseminated to the investing 
public including Class Members. 

• Negligence against all the Defendants for a breach of a duty Qf care to ensure 
that SinohForest i1nplemented Md maintained adequate intemal oontrols. 
procedures and policies to ensure that the company•s assets were protected and 
its activities confotmed to all legal developments. 

• Negligence ngainst the underwriter Defendants, the note distributor Defendants, 
the auditor Defendants, and the Pdyry Defendants for breach of a duty to the 
purchasers of Sino-Foresi securities to perform their professional 
responsibilities in connection with Sino-Forest with appropria;te care and 
diligence. 

• Subject to leave being granted, a cause of action for violation of Part XXIIT, 1 of 
the Ontario Securities Act against Sino-Forest, the auditor Defendants, the 
individual Defendants who were directors and officers of Sino-Forest at the 
time one or more of the pleaded material misrepresentations was made, and the 
Poyry Defendants. 

[198] IGm Orr submits that Northwest v. Sino-Forest is more comprehensive than its 
rivals and does not avoid asserting claims on the groWlds that they may take time to 
litigate, may not be assured of success, or may involve a small portion of the total 
potential class. It submits that its conception of Sino-Forest·~ wrongdoing better accords 
with the factual reality and mak~s for a more viable claim 'than does Koskie Minsky and 
Siskinds' focus on GAAP violations and Rochon Genova's focus on the 
misrepresentations associated with the use of authorized intermediaries. It denies 
Koskie Minsky a11d Siskinds' argument that it has pleaded overbroad tort claims. 

[199] Koskie Minsky and Siskinds submit that its conspiracy c)aim against a few 
defendants is focused and narrow, and it criticizes the broad fraud claim advanced in 
Northwest v. Sino-Forest against all the defendants as speculative, provocative, and 
unproductive. 

[200] Relying on McKenna v. Gammon Gold Inc., 2010 ONSC 1591 at para. 49; 
Cor/ax Benefits Systems Ltd v. Fiducie Desjardins Inc., [1997] OJ. No. 5005 (Gen. 
Div.) at paras. 28-36; Hughes v. Sunbeam Corp. (Canada), [2000] O.J. No. 4595 
(S.C.J.) at paras. 25 and 38; and Toronto-Dominion Bank v. Leigh Instruments Ltd 
(Trustee of), [1998] O.J. No. 2637 {Gen. Div.) at para. 477, Koskie Minsky and 
Siskinds submit that the speculative fraud actio:n in Northwest v. Sino-Forest is 
improper and would not advance the interests qf class members. Further, the task of 
proving that each of some twenty defendants had a fraudulent intent, which will be 
vehemently denied by the defendants, and the costs sanction imposed for pleading and 
not providing fraud make the fraud claim a negative and not a positive feature of 
Northwest v. Sino-Forest. 
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9. Joinder of Defendants 

Smith v. Sino-Forest 

[201) In Smith v, Sino-Forest, the Defendants are: Sino-Forest; seven of its directors 
and officers; namely: Chan, Horsley, Hyde, Ma:k, Martin, Murrayt a.nd Wang; nine 
underwriters; namely, Canacoord.. CIBC, Credit Suisse, Dundee, Maison, MerrHl, 
RBC, S c o t i a , a n d T D ; and Sino-Forest's two auditors during the Class Period, E 
&YandBDO. 

[202] The Smith v. Sino-Fore.~t Statement of Claim O.oes not join Poyry because 
Rochon Genova is of the view that the disclaimer clause in P~yry•s reports likely 
insulates it from Hability, and Rochon Genova beljeves that its joinder would be of 
marginal utility and an wmecessary complication. It submits that joining Poyry would 
add unnecessary !'fXpense and delay to the litigation with little corresponding benefit 
because of its jurisdiction and its potential defences. 

Labourers v. Sino-Forest 

[203] In Labourers v. Sino-Forest, the Defendants are the same as in Smith v. Sfno
Forest with the additional joinder of Ardell, Bowland, Poon, West, Bane of America, 
Credit Suisse (USA), and P6yry. 

[204] The Labourers v. Sino-Forest action does not join Chen, Ho, Hung, Ip, Maradin, 
Wong, Yeung, Zhao, Credit Suisse (USA), Haywood., Merrill-Fenner, Morgan and 
UBS, whioh are parties to Northwest v. Sino~ Forest. 

(205] Koskie Minsky and Siskinds' explanation for these non-joinders is that the 
activities ofthe underwriters added to Northwest v. Sino-Forest occurred outside of the 
class period in Labourers v. Sino-Forest and neither Law.rence nor Wong held a position 
with Smo~Forest during the proposed class period and the action against Lawrence's 
Estate is probably statute-barred, (See Waschkowski v. Hopkinson Estate1 (20001 O.J. 
No. 470 (C.A.).) 

(206] Wong left Sino-Forest before Part XXIII. I of th.e Ontario Securities Act came 
into force, and Koskie Minsky and Sis.kinds submit that proving causation against Wong 
will be difficult in light of the num.e.rous alleged misrepresentations since his departure. 
M()reover, the claim against him is likely statute-baned. 

[207] Koskie Minsky and Siskinds submit that Chen, Mara.din, and Zhao did not have 
statutory duties and allegations that they owed common law duties Will just lead to 
motions to strike that hinder the progress of an action. 

[208) Further, Koskie Minsky and Siskinds submit that it is not advisable to assert 
claims of fraud against all defendants, which pleading may raise issues for insurers that 
potentially put available coverage and thus collection for plaintiffs at risk. 

[209] Kim Orr submits that it is a mistake in Labourers v. Sino-Forest, which is 
connected to the late start date for the class period, which Kim Orr also regards as a 
mistake, that those underwriters that may be liable and who may have insurance to 
i.ndenmify them for their liability, have been left out of Labourers v. Sino-Forest. 
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Northwest y, Sino-Forest 

[210) In Northwest v. Sine-Forest, with one exception., the defendantS are the sarne as 
in Labourers v. Sino-For~st with the a.Oditional joinder of various Qfficers of Sino
Forest; namely: Chen, Ho, Hung, lp, The Estate of John Lawrence, Maradin, Wong, 
Yeung, and Zhao; the joinder of P~yry Forest an.d JP Management; and the joinder of 
more uo.derwriters; namely: Haywood, Merrill- Penner, Morgan, and UBS. 

[211] The one exception where Northwest v. Sino-F()rest does not Join a defendant 
found in Labourers v. Sino-Forest is Bane of America. 

[212) Kim Orr's submits that its joinder of all defendants who might arguably bear 
some t:esponsibility for the loss is -a positive feature of its -proposed class action because 
the precarious financial situation of Sino-Forest makes it in the best interests of the class 
members that they be provided access to aU appropriate routes to compensation. It 
strongly denies Koskie Minsky and SiskindE' allegation that Northwest v. Sino-Foresr 
takes a "shot-gun', and injudicious approach by joining defendants that will just 
complicate matters and increase costs and delay. 

[213] Kim Orr submits that Rochon Genova has no good reason for not adding P~yry, 
Poyry Forest, and JP Management as defendants to Smith v. Sino-For.~st and that Koskie 
M:insky and Siskinds have no good reason ln Lab'ourers v, Sino-Forest for suing Poyry 
but not also suing its associated companies, all of whom are exposed to liability and 
may be sources of compensation for class members. 

[214] While not putting it in my blunt tenns, Kim Orr submits, in effect, that Koskie 
Minsky and Siski:nds' omission of the additional defendants is just laziness under the 
guise of feigning a concern for avoiding delay and unnecessarily complicating an 
already oomplex pr-oceeding. 

10. Causes of Action 

S/!lith ll. Sino-Forest 

[215] In Smith v. Sino-Forest, the causes of action advaneed by Mr. Smith on behalf of 
the class members are: 

• misrepresentation in a prosp·ectus under Part XXJII of the Ontario Securities Act 

• negligent. reckless, or fraudulent misrepresentation 

• subject to leave being granted, misrepresentation in secondary m~ket disclosure 
under Part XXIII. I of the Ontario Securities Act and, if necessary, equivalent 
provincial legislation 

Labourers v. Sino-Forest 

[216] In Labourers v. Sino-Forest, the causes of action advanced by various 
combinations of plaintiffs against varlous combinations of defendants are: 

• misrepresentation in a prospectus under Part XXIII of the Ontari-o Securities Act 

• negligent misrepresentation 
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• negligence 

• subject to leave being granted misrepresentation in secondary market disclosure 
under Part XXIII.l of the Ontario Securities Act and, if necessary, equivalent 
provinciallegislation · 

~ conspiracy 

• unjust enrichment 

• oppression remedy. 

[2171 Kim Orr submits that the unjust enrichment claims and oppression remedy 
claims seemed to be based on and add little to the misrepresentation causes of action. It 
concedes that the conspiracy action may be a tenable claim but submits that its 
connection to the disclosure issues that comprise the nucleus of the litigation is unclear. 

Northwest v. Sino-Forest 

[218] In Northwest v. Sino-Forest, the causes of action are: 

• misrepresentation in a prospectus in violation of Part XXlli the Ontario 
Securities Act 

• misrepresentation in an offering memorandum in violation of Part XXlli the 
Ontario Securities Act 

• negligent misrepresentation 

• fraudulent misrepresentation 

• negligence 

• subject to leave being granted misrepresentation in secQllda.ry mark~t disclosure 
under Part XXIIl.l of the Ontario Securities Act and,- if necessary, equivalent 
provincial legislation 

[219] The foJ!owing chart is helpful in comparing and contrasting the joinder of 
various causes of action and the joinder of defendants in Smith v. Sino-Forest, 
Labourers v. Sino-Forest and Northwest v. Sino-Forest. 

CAU&e Gf Acden StnJt/1 v. Sl11t1-Forest, W4Urer-s ~ Si111J-Forest, North wa l v. Slll()·Porut, 
r~n )..')(Ill of!hc 0Jifarlo Si11o-.F:orest, Chon, tiorslt y, Sino-Forc:sl, CltDn, Sioo·Po~\, Ardell, 
Securlllu A.cr- pnmasy Hydc,Mak, Horslty. Ayde, Mllk, Bowland, Cli1111 Horsley, 
market shai'C$ JVW'tin, Murray, Wang, Mnnin, Murmy, roon, Hyde, Milk. Martin, 

Ca.naccord, CJBC, Credit Wnng. CIUlQ<:9ord, CUlL'. Mumy, J>oon, Wen~, West. 
Suisse, Dunde<~, Maiso11, Credit ·s nls$c, Dundee, Canaceor~. ClSC Ct.cdit 
Merrill, RBC. Seoti11, TO, Maison, Merrill, RBC, Suisse, Credit Suis~c 
E&Y,SDO• Scotia, TO, E&Y, BOO, (USA), Du11Jce, Hnywuod, 

Pti)T)' Moi3on, l').{errHI, MerriJ l-
fenne.r 
Morgan, !UlC.Scotia. 
TD, UDS; E&Y, BDO, 
Poyry, PQyry Forcs1, 1? 
M!lllogenient 
(for Juuo 2009 and Dec. 
2009 orospcc\\18 1 

Part XXIII of the Ontario Sino-Forest Sine>-f'or~l 
Src~~tllie3 Act- primary [twa bond Issues] rsix bond iS!ucsl 
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market bonds 
Negllsent mlsrcpresentntion Sino-F<Jrest, Chlln, Sino-Forest, ChaJl, Ho1sley, Sino-Fotcst, Ardell. 
- primary mRrket shms Horsley, Hyde, Male, Hyde, Mak, Bowland, Ch~n. Hcml~y, 

MartiJI, Mul1'11y, WM& Mattin, Murray, Poon, Hy(l.,, Mak. Mef\ln, 
B&:Y,BDO Wa11g, CanHccord, ClBC, M1uray1 Pooo, WI!Dg. West, 

Credit Sui ss~. Dun4t:e. C lte.n, J•to, Hung. lp, 
M.Bison, Merrill, RSC, 
Scotia, TD, E&Y, liDO, 

LKWTente Estate, Maradin, 
Won&. Yeung, Zhap, 

Poyry Can~ecoril, CIBC, Credit 
Suisse, Cr.edit Suisse 
(USA), Dundee, HaywOQd, 
Maison, M-enill, Merrill· 
Fenner, 
Morgao, RBC, Scoti-, 
TD, UBS, E!&Y, BDO, 
Poyry,lloyry Po~L JP 
Man11~:einent 

Nc~Jigcnt m~tcprcscntation Sino-Fote&t, E&Y, BOO Slilo-ForeSI, Ardell, 
-primary rnarlcct bonds Bowllmd, Olall, ~lorsley, 

Hyde, Mak, M~rtin, 
Murray, Poon, W(Uig, W~t, 
ehc:11, Hp, H1111g, Tp, 
Lawrence Estetc, Marodln, 
W<ing, Y't:uilg. Zhuo, 
CJ111111:cord, CISC, 
Credit Sui~, Ctedit SUiss~ 
{USA), Dundee, 
H R.¥\VOOd, Mais Ol\ 
Merrill, Morriii·Ftnner, 
Morga11, RBC, Scotia, 
TO, UBS, .B& Y, 
BDO, Pl)yry, POyry Por.:st, 
JP Mano)!.emcnt 

Noglig<noe- primllt)' Sino-Forw. Chm, Hyde, [sec negligence, 
market sllor~:.~ Houlcy, Muk. Martin, professional Jteg!igcnce] 

Mum1y, l1oon, Wang, E 
&Y, BJ)O, Cli~C, 
CMMCOr~, Crudi~Sulss!l, 
Dundee, Maison. Mmlll, 
RBC Sco1i11 TO. Poyry, 

Negligence- primll!y Sino-forut, E&Y, (Sc<! ntgfigcnce, 
mal'Ket llonds BDO, B311c of America, professional m:gligcnoe} 

Credit Suisse USA. lD 
N'q;( igonce Sino·Forut, Ardell, 

BowiRnd, Chan, Horsley, 
H~de, Milk, Mertll), 
Murray, Pooll, Wang. Wc:st, 
Chan, Ho, Huns, lp, 
Lawt~o«,Ert~lc, Maradin, 
Wong, V,eung. Zhao, 
Cnnaccord, CIBC, 
C.rodit Suisse, a-edit Suisse 
(USA), Dundee, 
HQ)'\vood, Maison, Merrill, 
Merrill-Pcnner, 
Morgan, JWC, Scotia, 
TD, UBS. E&Y. BOO, 
P(lyry, P.Oyry Forest, JP 
Mana~mcnt 

Pn.lfC,Sslon~l Negl igcnce t'nnncx:ord, CIBC, Crtdh 
Suisse, Credit Suisse 
(USA), Dundee, Hnywood, 
Mnison, 
Merrill, Merrill·Fconer, 
Morg~m, RI.lC, Scotia, 
TO, UBS, E&Y, 800, 
JIOyry, P<lyry Fore.1t, JP 
Mcnnl{cmenl 
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Part XX Ill, I of.ttltl Ontario .~JnoeFbTtsl, ChiUl, Sino-Fore,r, Mdtl], Sino-Forest, Ardell, 
So:curl(lu Act- secondar;y Horsley. Hyde, Mnk, Bowland, Chnn, H.ydc , BoWI3nd, Chon, HOJSiey, 
markel shares Mnrtin, Mmray, Wrmc. Horsley, Milk, MRMin, Hy<lr., Mille, Martin, 

l!&Y,BOO Murray, Poon , Wnng. Mu1111y, Poon, Wang. West. 
West, B&Y, 800, Cben, Ho, Hung, lp, 
POyry Lawren.ce &tate, Muadiit, 

Wol'lg, Ye11ng. Zhao, 
Canaceord, 
CIBC, Credit Suisse, 
Credit Suisse (USA), 
Dundee, H.eywo o d, M ~!son, 
Merrill, Merrill-l'cnoer, 
Mo~, RBC,Scotia, TD, 
U!;!S, E&Y, BDO, POyry, 
'Pbyry Forest, J.P 
Manal!'ement 

Part XXlll.l of the Ontorf() Siho-Porcst, ANtell, Sino-Focesl. Ardell, 
SeCIU'ifles Act- secondary Bowland, Cttan, Hyde, Bowland, Chen. Horsley, 
m arlcel bonds Horsley, Male, M:utin, Hyde, Mek, Martin, 

Mn!Tlly, Poon. Wong, Murray, Poott, Wang, West, 
West, E &Y, BOO, Poyry Chen, Ho, Hung. lp, 

Lawrence EstAte, Maradin, 
Wong, Yeung, Zhao, 
CllJ\accord, CIBC, 
Credit Suiss!l-, CrMlt Suisse 
(USA.), Oulldee, 
Hs}"''ood, Mals.on, Merrill, 
Mcrriii-Fenner, 
Moqsnn, RBC, Scotia. 
TD, UBS, B&Y. DDO, 
Poyry, !'Clyry Fore$1, JP 
MonaR~ment 

Negl igent miGr\\pn'~llltion S !no-Forest, Olin, Horsley, Sino·FoccJI, Ardell, Sino-FO)'IlSt, ArdGII, 
- 5ecllndary muket sh=s Hyde,Mek, Bowlnnd, Chnn, Horsity, Bowland, Chan, HMley, 

Mlflin, Murtuy, Wang, Hyd~. Male, Mnrtln, Hyde, Mak, Marth,, 
E&:Y,BDO MuiTlly, Poon, Wong. Murray, Poon, Wlctg, West, 

E&Y, BDO, Poyry Cb~n, Ho, Hung, lp, 
Lawrenr:c. Estate, Mart~din, 
Wong, Yeung, Zhao, 
Cnnaccord, C\BC. 
~rcdil ~1isse, Credit Suis$u 
(USA), Dundee, 
Hit.)' WOOd, MHiSOll, 
Merrill, Mcrrill-flc:llncr, 
Mor&an, RBC, Sealifl. TD, 
UBS, E&:y, BDO, POyty, 
Pdyry Porest, JP 
Mnn;u:emoot 

Negligent misrepresentation Sino-Forest. Ar~ll. Sino-Forest, Aldell, 
- secondary market bonds Bowlnnd, Omn, Horsley, Bawland, Otan, Honlcy, 

Hyacs, Mnk, Mnnin, Hyde, Mak, MBrliJ1, 
MuttKy, Poon, WMg, Murray, PoOIT, Wang, West, 
e&Y, aoo, r,oYI'Y Chen, Ho, Hung, I p, 

Lawren~e Estate, Mo.!adin, 
Wong, Yeung, Zhao, 
CMa~d. ClBC, 
Credit Sui$.~ Credit S\!iS.Sll 
(USA), Dundee, 
Haywoo'd, Maison, Merrill, 
Merriii-Fenner, 
Morgen, RBC, ScQtla, 
TO, UBS, E&Y, 
I:! DO, Poyry, Poyry Forest, 
JP Mlmaiement 

Negligence- sceol)dary Sino-Forc5(, Chan, Horsley, (sec negligence, 
ma1bt !hares Hyde, Mnlc, professiemalltt~l:ligenee} 

MIIItin, Murray, Poon, 
W111lg, Canacrord, C'JBC. 
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Credit Suisse, Dundee, 
Maiso11, Merrill, RDC, 
SOOlia, TO, E&Y, BOO, 
Povrv 

Cqnsplraoy Siuo-Pcmr&l, Chan, Horsl~y. 
Poon 

Pr~uduJent Sino-Forest, Ardell, 
Misrcpresentullon - flonds, llowl1111 d, C'h !Ill, Horsley, 
slwes Hyde, Mal<, Martin, 

Murra~ Poon, Wang, West, 
Chen, .o, Huog, Ip, 
lAwrence Estate, MarAdin, 
Wong, Yeung, Zhao, 
Cannccord, ClBC, C~dlt 
Suisse, Credlt Suisse 
(USA), Dundee, Haywooll, 
MaisDn, Merrill, Mcfl'ill-
Fenner, ·Morgan, RBC, 
Scotia, TD,UBS, E&Y, 
BDO, Poyry, Poyry forest, 
JP Management 

U njuet Enrichment Chnn, Horsley, Male, 
Modin Murray, Poon 

Uoiust Enrichm~nt Sfno-l"ore!t, 
Unjust Bl'lrichmcnt Bane of America, 

Cano~ord, C!BC, ()'edit 
Suisse, Credit Suisse USA, 
Dundee, Mai,on, 
Merrill, RBC, Scod11, 
1D 

Opprcuion Remedy Sino-'Forest, Chao, Hocslcy, 
Hydo, Mal<, Mlltin, 
Mllll'li)',POM, 
Waro11. 

11. The Plaintiff and Defendant Correlation 

(220] In class actions in Ontario, for every named clefendant there must be a named 
plaintiff with a cause of action against that defendant: Ragoonanan v. Imperial Tobacco 
Canada Ltd., [2000] O.J. No. 4'597 (S.C.J.) at para. 55 (S.C.J.); Hughes v. Sunbeam 
Corp. (Canada) (2002). 61 O.R (3d) 433 (C.A.) at para. 18. 

[221] As an application of the Ragoonanan rule, a purchaser in the secondary market 
cannot be the representative pJ~ntiff for a class member wh.o purchased in the primary 
market: Me.negon v. Philip Services Corp., [2001] O.J. No. 5547 (S.C.J.) at paras. 28-30 
affd (2003] O.J. No. 8 (C.A.). 

[222] Where the class includes non-resident class members, they mus~ be represented 
by a representative plaintiff that is a· non-resident: McKenna v. Gammon Gold Inc., 201{) 
ONSC 1591 at paras. 109, 117 and 184; Currie v. McDonald's Restaurants of Canada 
Ltd. {2005); 74 O.R. (3d) 321 at para. 30 (C.A.). 

(2231 Koskie Minsky and Siskinds submit that Labourers v. Sino~Forest has no 
Ragoonanan problems. However, they submit that the other actions have problems. For 
example, until Mr. Collins volunteered, there was no representative plaintiff in Smith 11. 

Sino-Forest who had purchased shares in the primary market, and at this juncture, it is 
not clear that Mr. Collins purchased in all of the primary market distributions. :Mr. 
Smith and Mr. Collins may have timing-of-purchase issues. Mr. Smith made purchases 
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dut·ing pel'iods when some of the Dotenda;,\s were not involved; viz. 1300, Cnnaccord 
CJRC, Credit Suisse, Dundee, Malson, Merl'ill, RBC, Scotla, and TD. 

[224] Koskie Minsky and Slskinds submit that nona of the l'epl'es~ntutive plaintiff.c; in 
Northwest v. Sin.o~Fore:~f l>\lrohased notes in the pdmat'Y m.eu·ket fo1· the 2007 prospectus 
offering and thal the pluintiffs in Northwest may have litning issues with respect to tl'elr 
cla{ms againsl Wong, Lnw.re.ncc, JP Management, UBS, IIuywood and Morgan, 

[225) Roohon Genova's and Kim Ol'r"S response is that tho1·e are no Ragoonanan 
ptoblt'ms or no irremediable Rago<>mmcm problems. 

12. Prospoets of Certification 

[226] Koskie Minsky and Siskinds O·amed part of their argument In envour of their 
being selected for canlagc in Lent\s of the comparative prospec(S of certification of the 
rival notions. They submitted tlmt Lctbourcml' v .• <un()-Fore.)·f wus ctn·efully designed to 
avoid tho typical l'Oud blocks placed by defendants on the route to certification and to 
avolcl inefllciencies and tmproductivo clnims or cluims that on a cost-bene.flt anulysis 
would not be in the interests of the class to purslle. One of tho typicalroadblook~ that 
they refel'l-ed to was challenges to the jurisdiction of the Ot\lat'lo Comt over foreign 
class members and foreign defendants who have not uttomed to the Ontru:io Supcriol' 
Cotlrt of .Justice's territodnl,iurlsdiction. 

[227] Koskie Mtnsl<y ao.d Siskittds submitted that tholl' representative plnintiffs focus 
their claims on u single misrep1·cscntation to avoid lhe pitfidls of seeking to ce1·tlt'y a 
t\egligenl misl-epresc!ltation claim with mu)Hple misreprcscntationR over a long period 
of time. Such a claim aJ:Ipal'enHy fulls into u pit becatlSC it is often no~ ceJ:Ufied. Koskie 
Minsky and Hiskl1ldS suy it is better to craft a claim that h~s highel' prospects of 
co1•tlftcaUon aud leave some claim .. ~ behind. They submit that the Supremo Co\.\rt of 
Canada m:cepted that a rcpt•c.c;ontatlve plaintiff is entitled to rcstl'ict thcll' ca\.lses of 
notion to make theh• claims more mnennble to clas~ proceedings: Rumley v. British 
Cotumhic1, [2001] 3 S.C.R. 184 at pat·a.. 30. 

[228] Although .~1nilh v. Sino·Forasr is even more focused lhal [,(lbourers v. Sino· 
Foresl, Koskie Minsky and Siskinds stilt S\lbmit that their approach is bettor hccause 
Smith v. Sino-Forest goes too far in outting out the bondh<>ldcrs' claim.<> and then loses 
foc\.ls by extending its c1CJims beyond tbo release of the M~~ddy W1~ters Report. 

[229] In any evant, Koskie Mb1sky nnd Siskinds sub1nit that Lclbc>ureJ•,r.; v. Sino~Fonst 
i::; bclle1· becatlse tht: mnned plaintiffs al'c able to advance stnluloty and common law 
claims uguinst all of the named defendants, which w:guubly is not the case fm· tho 
plaintiffs in th" othet• actions, who mny hflve Ragoonanan problems or no tenable 
claims against some of the named defendants. Ptwthel', J,ttbourers arg\lubly is bc:ttcr 
becuuse of a more focw~scd nl'Pl'Onch \O maximize clt1ss recovery while avoiding the 
costs and delays inevitably link~d with motions to striko. 

(230] Kim Orr submits that its mOJ.'~ comprehensive app!'Oach, where there are more 
defendant pat•Li~s and expansive tmt claims, is preferable \o .r.ubourers v. Sino-Fore.vt 
nnd Smith v. Slno·Ji'()J'e,,•t. Kim 01'1' ~ubn1Hs lhal il does not shirk asserting claims 
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because they may be difficult to litigate and it does not abandon class members who 
may not be assured of succe~s or who comprise a small portion of the class. 

[231] Kim Orr submits that Northwest v. Sino~Forest is comprehensive and also 
cohesive and corresponds to the factual reality. It submits that the theories of the 
competing actions do not capture the wrongdoing at Sino-Forest for which many are 
culpable and who should be held responsible. It submits that its approach wi.U meet the 
challenges of certification and yield an optimum recovery for the class. 

[232] Rochon Genova submits that Smith v. Sino-Forest is much more cohesive that 
the other actions. It submits that the more expansive class definitions and causes of 
action in Labourers v. Sino·Forest and Northwest v. Sino-Forest will present seriou.s 
difficulties relating to manageability, preferability, and potential conflicts of interest 
amongst class members that are not present in Smith v. Sino·Forest. Rochon Genova 
submits that it has developed a solid, straightforward theory of t,he case and made a 
great deal of progress in unearthing proof of Sino-Forest's wrongdoing. 

G. CARRIAGEORDER 

1. Introductioq 

(233] With the explanation that follows, I stay Smith v. Sino-Fore.~t and Northwest v. 
Sino-F()rest, and I award carriage to Koskie Minsky and Siskinds in Labourers v. Sino· 
Forest. In the race for carriage of an action against Sino-Forest, I would have ranked 
Rochon Genova second and Kim Orr third. 

[234] This is not an easy decision to make because class members would probably be 
well served by any of the rival law fmns. Success in a carriage motion does not 
determine which is the best law finn, it determines that having regard to the interests of 
the plaintiffs and class members, to what is fair to the defendants, and to tbe policies 
that underlie the class actions regime, there is a constellation of factors that favours 
selecting one firm or group of finns as the best choice for a particular class acti0n. 

[23SJ Having regard to the constellation of factors~ iu the circumstances of this case, 
several factors are neutral or non-determinative of the choice for carriage. In this group 
are: (a) attributes of class counsel; (b) retainer, legal~ and forensic resources; (c) 
funding; (d) conflicts of interest; and (e) the plaintiff and defendant correlation. 

[2361 In the case at bar, the determinative factors are: definition of class membership, 
definition of class period, theory of the case, causes of action, joinder ofdt:fendants, and 
prospects of certification. 

[237] Of the determinative factors, the attributes of the representative plaintiffs is a 
standalone factor. The other determinative factors 6!e interrelated and concern the rival 
conceptualizations of what kind of class action would best serve the class members' 
need for access to justice and the policies of fa.iro,ess to defendants, behaviour 
modification, andjudicial economy. 
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[238) Below, I will first discuss the neutral or non-determinative factors. Then, I will 
discuss the detenninative factors. After discussing the attributes of the representative 
plaintiffS, I will discuss the related factors in two groups. One group of related factors 
is about class membership, and the second group of factors is about the chums against 
the defendants. 

2. Neutral or Non-Determinaltive Factors 

(a) Attributes of Class Counsel 

[2)9] In the circwnsbmces of.the cases at bar, 1he attributes of the competing law firms 
along with their associations with prestigious and prominent American. class action 
fmns is not determinative of caJ.Tiage, since there is little difference among the rivals 
about their suitability for bringing a proposed class action against Sino-Forest. 

[240) With respect to the attributes of the law flrms, although one lllight have thought 
that Mr. Spencer's call to the bar would diminish the risk, Koskie and Minsky and 
Siskinds, particularly Siskinds, raised a question about whether Milberg might cross the 
line of what legal services a foreign law finn may provide to the 011tar.i:o lawyers who 
are the lawyers of record, and Siskinds alluded to the spectre of violations ofthe rules of 
professional conduct and perhaps the evil of champerty and mnintenaace. It suggested 
that it was unfair to class members to have to bear this risk as~ociated with the 
involvement of Milberg. 

[241] However, at this juncture, I have no reason to believe that any of the competing 
law finns, all of which have associations with notable American class action firms, will 
shirk their responsibilities to control the litigation and not to condone breaches of the 
rules of professional conduct or tortious conduct 

(b) Retainer, Legal, and Forensic Resources 

[242] The circumstances of the retainers and the initiative shown by the law fJ.ITnS and 
their efforts and resources expended by them are also llOt determinative factors in 
deciding the carriage motions in the case at bar, although it is an enorm9us shame that it 
may not be possible to share the fruits of these efforts once carriage is granted to one 
action and not the others. 

[243] As I have already noted above, the aggreg~te expenditure to develop the tactical 
and strategic plans for litigation not including the costs of pr~paring for the carriage 
motion are approximately $2 million. It seems that this effort by the respective law 
finns has been fruitful and prod~ctive. All of the law firms claim that their respective 
efforts have yielded valuable infonnation to advance a claim against Sino-Forest and 
others. 

[244) All of the law firms were quickly out of the starting blocks to initiate 
investigations about the prospects and merits of a class action against Sino~Forest. For 
different reasonable reasons, the statements of claim were filed at different times. 
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[245) ln the case at bar, I do not regard the priority of the commencement of the 
actions as a meaningful factor, given that from the publication of the Muddy Waters 
Report, all the firms responde(,! immediately to ex,plore the merits of a class action and 
given that all the firms plan to am.end their original pleadings that commenced the 
actions. In any event, I do not think that a carriage motion should be r~garded as some 
sort of take home exam where the competing law .fi.llllS have a deadline for delivering a 
statement .of claim, else marks be deducted. 

(c) Funding 

[246] In my opinion, another non-detennioaiive factor is the circumstanees that: (a) 
the representative plaintiffs in Labourer.$ v. Stno~Forest may apply for court approval 
for third-party funding; (b) the plaintiffs in Northwest v. Sino-Fore.r-t may apply for 
court approval for third-party funding or they may apply lo the Class Proceedings Fund 
to be protected from an adverse costs award; (c) Messrs. Smith and Collins in Smith v. 
Sino-Forest may apply to the Class Proceedings Fund to be protected from nn adverse 
costs award; and (d) each of the law flrms have respectively undertaken with their 
respective clients to indemnify them from an adverse costs award. 

[247] In the future, the court or the Ontario Law Foundation. may ha-V@ to deal with the 
funding requests, but for present purposes, I do not see how these prospects should 
make a difference to deciding carriage, although 1 will have something more to say 
below about the significance of the state of affairs that clients with the resources of 
Labourers, Fund, Operating Engineers Fund, Sjunde AP-Fonden, BC Investment, 
B!tirente, and Northwest would seek an indemnity from their respective class counsel. 

[248] In. any event, in my opinion, standing alone, the ftmding situation is not a 
determinative factor to carriage, although it may be relevant to other factors that are 
discussed below. 

(d) Conflicts oflnteres.t 

[249J In the circumstances of the case at bar, I also do not regard c01dlicts of interest 
as a determinative factor. 

[250] I do not see how the fact that Northwes~ Blltirente, and BC Investments made 
their investments on behalf of others and allegedly suffered no losses th~mselves creares 
a conflict of interest It appears to me that they have the same fiduciary responsibilities 
to their members as do Labourers ' Fund, Operating Engineers Fund) Sjunde AP~ 
Fonden, and Healthcare Manitoba. 

(251] Northwest. B~tirente.. and BC Investments were the investors in the securities of 
Sino-Forest and although there may be equitable or beneficial own~s, ooder the 
common law, they suffered the losses, jUSt like the other investors in Sino-Forest 
securities suffered losses. The fact that Northwest, Bdtirente> and BC Investments held 
the investments in trust for their members does not change the reality that they suffered 
the losses. 
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[252] lt is alleged that. No1·thwe:>L, Rutii·entc, and BC Investments, who were involved 
in col'porale g9verna.ncc matters associated with Sino-Forest, failed t~) pt•operly evaluate 
the risks ol' hwesting in Sino-Fmest. Based on these allegations, it is S~1bmitted that they 
have a conllicl of interest. I disagl'ee. 

[253] Hnving regat·d to lhe nutin allegation being that Sino·F<.m~~:st was engaged ln a 
corpoJ:ale; ~hell game thal deceived cvoryon~;J, it strikes me that il is almost a spuriously 
speculative allegation lo blume anothm• victim ns being at fm)lt. However, CWll if the 
allegation is true, the olher class members have no claim against Northwosl, Butil'<mte, 
t\nd BC Investments. If there wcl'e a claim, it would bo by the members oi'Northwest, 
Butirente, and BC 1\w~tments, who at~ not mcmbOt'R of the class suing Sino"Forcst. 
TI1e aotual class membe1·s havo no olnim against Northwest, 13£\tlrenle, ~md l3C 
Investments bul huve a comm01\ interest in lHlt'Suing Sino-l1orest und the othor 
defendants. 

[254) Fmthcr, it h; arguuble that Koskie Minsky and Siskinds arc inC01'1'~ot in 
suggesting that in Comlte syndical naTional de retmff~ JJtitlrente inc. c. Societe 
flnancl~re Mlmuvlc, 2011 QCCS 3446, tho S\\perior Court of Q1.\eb~o disqualified 
Bdtlt·ente us n representative p1nintiff because there might be at1 issue nbout Bdth·enle's 
investment dceisimis. 

[255] It appears to mo thnl Justice Soldevida did not appoint Btlti.re.nto as a 
representative plaintiff tbt• a different reason. The notion in Quebec wus u class action. 
There were somo slmihll'ilit\s to the case at bnr, insofat· as It was uu action agalt'sl u 
corpontion, Manulife, nnd its officet·s nnd directors fm• mts1oepre~entations and faih.1re to 
fulfill dlsclo~ure obligations \Uldcl' Mecuritics law. In that tlction, tho porfionnl knowledge 
of the investors was a fnctor in their olnlms t'lgt\inst Manulife, and Justice SoldcvJda felt 
that sophtslicaled investors, like :RtHirente> could not be tteated on tho same footing as 
th~ averflge jnvcstot•, ll WtlS in thE\t conlexl that she concluded lhut there was an 
uppeat·anco of 4\ co11flict of interest bet we~n Dati rente and the class membc1·s. 

[256] In the caso at bru:, however, pa.L'tic\1la1·ly for the statutory claims where reliance is 
presumed, there is no reason to diffot•etl.tiate the average lnvesto1'S ii:om the sophlsltonted 
ones. I nhm do not see how tho dJflet'tmce between sophtstiouted and average Jnvestm·s 
would matter except p01•haps nl individtlal is~l\CS tdal:i, where reasonable reliance might 
be m1 issue, if the matter ~ver gets that ftw. 

[257] Another alleged conflict conccms the fucts that DDO Canada, which is not a 
defendant, is lhe uuditor of LahOI.ll'el·s, Fund, and Koskie Minsky and l3DO Canada 
have wol'ked togcthc1· on several mntte1·s. These ch·cumstances at'o Mt conflicts of 
interest. Thcro is no 1.•eason to think that r .about'ers' Fund and Koskie Minsky arc going 
to pull thch· punches agaiust 1300 Of would have any rc.ason to do so. 

[258) FinaJiy, tlnning to the major alleged conflict between lhe bondholdel's and the 
shareholders, sptmking generally, the ullegcd conflicts of interest between tl1e 
bondholders that invested in Sino~Fo1·cst and the shateholders that invested in Sino
Forest arise because the bondholders have n cause of actlon ill debt in addition to lheir 
causes of action based in tort or statutory misrepresentation claims, while, in contrast) 
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the shareholders have only statutory and common law claims based in 
misrepresentation. 

[259] There is, however, within the context of the class action, no conflict of interest. 
In the class actiori, only the misrepresentation claims are being advanced~ and there is 
no conflict between the bondholders and the shareholders in advancing these claims. 
Beth the bondholders and the shareho.lders seek to prove that they were deceived in 
purchasing or holding on to their Sino·Forest securities. Tha~ the Defendants may have 
defences associated with. the terms of the bonds is a problem for the bondholders but it 
does not place them in a conflict with shar-eholders not confronted with those special 
defences. 

[260] Assuming that the bondho.lde.rs and shareholders succeed or are offered a 
settlement, there might be a disagreement between them about how the judgment or 
settlement proceeds should be distributed, but tbat con:flic'4 which at tltis juncture is 
speculative, can be addressed now or later by constituting tlJ.e bondholders as a subclass 
and by the comt>s supervisory role in approving settlements under the Class 
Proceedings Act, 1992. 

(261] If there are bondholders that wish only to pursue their debt claims or who wish 
not to pursue any claim against Sino· Force or who wish to have the bond trustee pursue 
only the debt claims. these bondholders may opt out of the class proceeding assuming it 
is certified. 

[262] If there is a bankruptcy of Sino-Forest, then in the bankruptcy, the position of 
the shareholders as owners of equity is different than the position of the bondholders as 
secured creditors, but that is a natural course of a bankruptcy. That there are creditors' 
priorities, outside of the class action. does nQt mean that, \vithin the class action, whete 
the bondholders and the shareholders both claim damages, i.e., unsecured claims, there 
is a conflict of interest. 

[263] The alleged conflict in the case at bar is different from the genuine conflict of 
interest that was identified in Set.tlngton v. Merck Frost Canada Ltd., [2006] O.J. No. 
379 (S.C.J.). where, for several reasons, the Merchant Law Firm was not granted 
carriage or permitted tp be part of the consortium granted carriage in a pharmaceutical 
products liability class action against Merck. 

[264} In Settington, one ground for disqualification was that the Merchant Law firm 
was counsel in a securities class action for different plaintiffs suing Merck for an 
unsecured claim. If the securities class action claim was successful, tben the prospects 
of an unsecttred recovery in the products liability class action might be itnperiled. In the 
case at bar, however, within the class action, the bondh0lders are not pursuing a 
different cause of action from the shareholders; both are unsecured creditors for the 
purposes of their damages' claims arising from misrepresentation. If, in other 
proceedings, the bondho.Iders or their trustee successfully pursue recovery in debt, then 
the threat to the prospects of recovery by the shareholders arises in the Jlormal way that 
debt instrwnents have priority over equity instruments, which is a 110rmal risk for 
shareholders. 
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[265] Put shortly, although the a,nalysis may not be easy, 1here are no conflicts of 
interest between the bondholders and the shareholders within the Glass action that 
cannot be handled by establishing a subclass for bondboldens at the time of eertification 
or at the time a settlement is contemplated. 

(e) The Plaintiff and Defendant Correlation 

[2"66) IJi Ragoonanan v. Imperial Tobacco Canadt:: Ltd, (2000), 51 O.R. (3d) 6{}3 
(S;C.J.), in a proposed products liability class action, Mr. Ragoonaoan sued Imperial 
Tobacco, Rothmans. and JTI-MacDonald, all cig~ette manufacturer$. He all~ed that 
the manufacturers had n~gligently designed their cigarettes by .failing to make ·them 
"fue safe." Mr. Ragoonanan's particular claim was against Imperial Tobacco, which 
was tho manufacturer of the cigarette that allegedly caused harm to him when it was the 
cause of a fire at Mr. Ragoonanan' s home. Mr. Ragoonanan did not have a claim against 
Rot:hrnans or JTI-MacDonald. 

(267] In Ragoonanan, Justice Cumm.ing established the principle in Ontario class 
action law that there cannot be a cause of action against a defendant without a plaintiff 
who has that cause of action. Rather, there must be for every named defendant, a named 
plaintiff with a cause of action against that defendant. The Ragoonanan principle was 
expressly endorsed by the Court of Appeal in Hughes v. Sunbeam Corp. (Can()da) Ltd 
(2002), 61 O.R. (3de) 433 (C.A.) at paras. 13-18, leave to appeal to S.C.C. ref'd (2003), 
224 D.L.R. (4th) vii. 

[268] It should be noted. however, that in Ragoonanan, Justice Cumming did not say 
that there must be for tt.vcry separate cause of action against a n.amed defendant, a 
named plaintiff. In other words, he did not say that if some class members had cause of 
action A against defendant X and other class members had cause of action B against 
defendant X that it was necessary that tho:re be a named representative plaintiff for both 
the cause of action A v. X and for the cause of action B v. X. It was arguable that if the 
represertt.ative plaintiff bad a claim agai11st X, then he or she could represent others with 
the same or different chums against X. 

[269] Thus, there is room for a debate about the scope of the Ragoonanan principle, 
and, indeed, it has been aPJilied in the narrow way, just suggested. Ptov.ided that the 
representative plaintiff has his or her own cause of action, the representative plaintiff 
can assert a cause of action against a defendant on behalf of other class members that he 
or she does not assert personally, provided that the causes of action all share a common 
issue of law or of fact: Boulange'r v. Johnson & Johnson Corp. , [2002} 0 .J. No. 107 5 
(S.C.J.) at para. 22., !~ave to appeal granted, [2002] O.J. No. 2135 (S.C.J.), varied 
(2{)03), 64 O.R. (3d) 208 (Div. Ct.) at paras. 41, 48, varied [2003] O.J. No. 2218 (C.A.); 
Healey v. Lakerfdge Health Corp., (2006} O.J. No. 4277 (S.C.J.); Matonl v. CB.S. 
Interactive Multimedia Inc,, [2008J O.J. No. 197 (S.C.J.) at paras. 71-77.; Voutour v. 
Pfizer Canada Inc., [20081 O.J. No. 3070 (S.C.J.); Dobbie v. Arctic (ilacier Int.ome 
Fund, 2011 ONSC 25 at para. 37. Thus, a representative plaintiff with damages for 
personal injury can claim in respect of dependents with derivative claims provided that 
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the statutes that create tho derivative causes of action are properly pleaded: Voutour v. 
Pfizer Canada Inc., supra; Boulanger v. Johnson & Johnson Corp., supra. 

(270] As noted above, in the case at bar, Koskie Minsky and Sisk:inds submit that 
Labourers v. Sino-Forest has no problem with the Ragoonanan principle and that Smlth 
v. Sino-Forest and especially the more' elaborate Northwest v. Sino-:Forest confront 
Ragoonanan problems. 

[271] For the purposes of this caniage motion, I do not feel it is necessary to do an 
analysis about the extent to which any of the rival actions. are compliant with 
Ragooru:man. 

[272J The Ragoonanan problem is often easy to fix. The emergence of Mr. Collins in 
Smith v. Sino-Forest to sue for the primary market shareholders is an example, 
assmning that Mr. Smith's own clajms agai·nst the defendants do not sati~fy the 
Ragoonanan principle. Therefore, I do not regard the plaintiff and defendant correlation 
as a determinative factor in detennining carriage. 

[273) It is also convenient here to add that I do not see t11e spectre of challenges to the 
Superior Court's jurisdiction over foreign class members or over the fo;r~ign defendants 
are a determinative factor to picking one action over another. It may be that Northwest 
v. Sino-Forest has the potential to attract more jurisdictional challenges but standing 
alone that potential is not a reason for disqualifying Northwest v. Sino-Forest. 

3. Determinative Factors 

(a) Atttibutes of the Proposed Rem·escntative P1aintiffs 

(274) I turn now to the determinative factOrs that lead me to the conclusion that 
carriage should be granted to Koskie Minsky and Siskinds in Labourers v. Sino-Forest. 

[275] The one detenninative factor that stands alone is the characteristics of the 
candidates for representative plaintiff. In the case at bar, this is a troublesome and 
maybe a profound determinative factor. 

[276] Kim Orr extolled the virtues of having its clients, Northwest, Bfitirente and BC 
Investments, which collectively manage $92 billion in assets, as candidates to be 
representative plaintiffs. 

(277J Similarly, Koskie Minsky and Sisk.inds extolled the virtues of having Labourers, 
Fund, Operating Engineers Fund> and Sjunde AP·Fonden as candidates for 
representative plaintiff, along with the support of major class member Healthcare 
Manitoba. Together> these. parties to Labourers v. Sino~Forest collectively manage 
$23.2 billion in assets. As noted above, Koskie Minsky and Siskinds submitted that 
their clients were not tainted by involving themselves in the governance oversight of 
Sino" Forest, which had been lauded as a positive factor by Kim On-. 

[278] As I have already discussed above in the context of the discussion about 
conflicts of interest, I do not regard Batirente's, and Northwest's interest in corporate 
governance generally or its particular efforts to oversee Sino-Forest as a negative factor. 
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[279) Ilowevcr, what may be u negative factor and whal i~ the signature attrih\lte of ull 
of these c1mdidatcs for representative plaintiff ls that 1L is hurd to believe that giv\'ln their 
finnnciul heft, they need the C:ht.'is Proceedinff.l' Acl, 1992 for access to justice o1· to level 
the HUgution playing field or t11al they need an indemnity to Pl'{lteot them from expmmt-e 
to an adverse costs awru'd. 

[280] Although those cnndldates for rcpl·cscntative pJuit1tiff would soom to huve 
adequate reso1.u:ccs to litigate, they seem to be seeking to us~ u ciflss action a/l a menns 
lo secure tm. indemnity tl·om cJa::;s counsel or a thirdwpat•ly ft~nder for any cxpos\.lt'e to 
co11ts. If they arc genuinely ~:~erious about pursuing the defendants to obtuin 
compensation for thoh• t•espective membcl's, they would ulso seem to be pt·ime 
candidutes to opt out of the cluss proceeding if lhey are not selected as a t·epl'e;,sent.ut.ive 
plnintiff. 

[281] Mr. Rochon neatly argued thal the cluss proceedings regime was designed f01' 
litigantc; like Mr. Smith not litigantr; like Lubomers 'fl·ust ot· Not•thwest. Ile refcl'rcd to 
the Privale 8ecurilias Litif[Cttlon Rej(mn Act of 1995, legislation in the United States that 
was dcsjgf'\cd to encourage large instlllltlo11s to pmticipatc in secudties olnss actions by 
nwat'ding them leadership of securities actions under what i E~ known us n "lcadcl'ship 
ordCI"'. He lold me that the policy behind tJ1is legislation was to discourage what are 
known us "strike st1lts;" namely, mcritlesR secm·lties olnss actionR h1·oug'hl by 
oppottunistic cnlrep1·eneurinl attorncy:c~ to obtain very remunerative nuisnnct: value 
payments ll'Om the defendants to settle non~meritorious claims. 

[282] I was told thal the Ametican legislators thought that appointing 11 lead plaintiff 
on tho hasts ... )r .finnnoial interest wmlld ensuxe thnt institutional plninlift's with expertise 
in the sec-urJHes market and real Hmmciul interests in tho integl'ity of the market would 
contt•ol the litigation, not lawyct·s. See: LaSala v. lJord/eJ' et (.'ll?, 519 F.3d 121 (U.S. Ct 
App (3ro Cir)) (2008) at p, 128; T~l}i v. Ackarmans, (2003), F.Supp.2d, 2003 WL 402789 
at 1,2, D.H. Wobhm·> "The Plight oftJu: Individual Investor in Securities Class Actions'' 
(2010) NYU Law and Economics Worklng t>apel's, puru. 216 at p. 7. 

[283) Mr. Rochon pointed ou~ !hut the litigation environment is different in Canada 
and Ontario an(\ that the provinces havo takon a different npproach to controlllng striktl 
suits, Conlt•ol is established genomlly by l'equiring that a pt·oposed class notion go 
tlwough u ce1tification pt·ocess .ilt.\d by req1.1iring a fairness heudng fo1· any settlements, 
nnd in the SCC1U'Itie.<;; n~Id) control is establiRhod by requidtlg lenve fOl' claims \lndCI' Pat'( 
X.,"{Ul.l of the Ontario Securllie.<J Acl. See A.ins/tc! v. CV 'l'echno(ogies Inc. (2008) 
93 O.R. (3d) 200 (S.C.J.) at paras, 7, I 0-13. 

[284] In his factum. Mr. Rochon eloquently a1·g\1ed lhnt individual investors vjctimized 
by securities fraud should have a voice in directing class actions. Mr. Smith lost 
approximately hulf of his investment fortune; and aeco1•ding to Mr. Rochon, Mr. Smith 
is an individuul investor who is highly motivtlted, wm11s an active roh.'l> and wtmts to 
haven. voice in the pmccedlng, 

[285] While I wns impressed by M1'. Roohor1's m·gumcnt, it did llO( U1ke 1ne to the 
conclusions that the atlt'lbutes of the institutional candidates for representative plaintiff 
in Labouret·s v. Sino-Forast and in Not·thwesl v. Sino-For<Jst when compru·cd lo th~ 
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attributes of Mr. Smith should disqualify the institutional candidates from being 
representative plaintiffs or be a determinative factor to grant carriage to a more typical 
representative plaintiff like Mr. Smith or Mr. Collins. 

[286] I think that it would be a mistake to have a categorical rule tha:t an institutional 
plaintiff with the resources to bring individual proceedings or the means to opt-out of 
class proceedings and .go it alone should be disqualified or discouraged from being a 
representative plaintiff. In the case at bar, the expertise and participation of the 
institutional investors in the securities marketplace could contribute to the successful 
prosecution ofthelawsuit on behalfofthe class members. 

(287) Although Mr. Smith and Mr. Collins might lose their voice~ they ntight in the 
circumstances ef this case not be best voice for their fellow class members, who at the 
end of the day want results not empathy from their representative. plaintiff and class 
counsel. 

(288J Access to justice is one of the policy goals of the Class Proceedings Act, 1992 
and although it may be the case that the institutional representative plaintiffs want but 
do not need the access to justice provided by the Act, they are pursuing access to justice 
in a way that ultimately benefits Mr. Smith and other class members should their actions 
be certified as a class proceeding. 

[289] Cn these matters, I agree with what Justice Rady said in McCann v. CP Ships 
Ltd, [2009] O.J. No. 5182 (S.C.J.) at paras. 104-105.: 

104. I recognize that access to justice concems may not be engaged when a class is 
comprised of large institutions with large claims. Authority for this proposition is found in 
Abdool v. Anaheim Management Ltd. (1995), 21 O.R. (3d) 453 (Div. Ct.). Mole:laver J. 
mado the following observation at p. 473: 

As a rule, ce!"tificati.on should ha.ve as its root a number M individual claims 
which would otherwise be economical)~ unfeasible to pursue. While not 
neoes~arily fatal to an order for certification, the absence of this important 
underpinning will certainly weigh in the balance against certification. 

l 05. Neverthel.e-ss, I Bin satisfied on the basis of the record before me that the individual 
claims and those of small corporations would likely be economii::aUy unfeasible to pursue. 
Further, there is no good principled reason that a large corporation should not be able to 
avail itself of the class proceedjng nJechanism wbece the other objectives are met 

[290] Another goal of the Class Proceedings Act, 1992 is judicial economy, and the 
avoidance of a multiplicity of actions. However, the Act envisions a multiplicity of 
actions by permitting class members to opt-out and bring their own action against the 
defendants. However, there is an exception. The only class member that caru1ot opt out 
is tbe representative plaintiff, and in the circumstances of the case at bar, one advantage 
of granting carriage to one of the institutional plaintiffs is that they cannot opt out, and 
this, in and of itself, advances judicial economy. 

[291] Another advantage of keeping the institutional plaintiffs in the case at bar in a 
class action is that the institutional plaintiffs are already to a large extent representative 
plaintiffs. They are already, practically ~eaking, suing on behalf of their own members, 
who number in the hundreds of thousands. Their members suffered losses by the 
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investments made on their behalf by BC Investments, Batirente, Northwest, Labourers' 
Fund, Operating Engineers Fund, Sjunde AP*Fonden, and Healthcare Manitoba. These 
pseudo-class members are probably better served by the court case managing the class 
action, assuming it is certified and by the judicial oversight of the approval process for 
any sett!ements. 

[292] These thoughts lead me to the conclusion that in the circumstances of the case at 
bar, a determinative factor that favours Labourers v. Sino~ Forest and Northwest v. Sino
Forest is the atttibutes of their candidates for representative plaintiff In this regard, 
Labourers v. SinoMForest has the further advantage that it also has Mr. Grant and Mr. 
Wong, who are individual investors and who can give voice. to the interests ofsin:J.ilarly 
situated class members. 

(b) Definition of Oass Membership and Definition of Class Pea\io,d 

[293] The first group of interrelated determinative factors is: definition of class 
membership and definition of class period. These faGtors concern who, among the 
investors in Sino-Forest shares and bonds, is to be given a ticket to a class action 
litigation train that is designed to take them to the court of j ustioe. 

[294] Smith v. Sino-Forest offers no tickets to bondholders because it is submitted that 
(a) the bondholders will fight with the shareholders about sharing the spoils of the 
litigation, especially because the bondholders have priority over the shareh0lders and 
secured and protected claims in a bankruptcy; (b) the bondholders "~tvill fight among 
themselves about a variety of m.atters including whether it would be preferable to leave 
it to their bond trustee to sue on their collective behalf to collect the debt rather than 
prosecute a class action for an unsecured claim for damages for misrepresentation; and 
(c) a misrepresentation action by the bondholders against some or all of the defendants 
may be precluded by the terms of the bonds. 

[295] In my opinion, the bondholders should be included as class members, if 
necessary, with their own subclass, and, thus, Smith v. Sino-Forest does not fare well 
under this group of interrelated factors. As I explained above, l do not regard the 
membership of both sharehelders and bondholders in the class as raising 
insurmountable conflicts of interest. The bondholders have essen~ially the same 
misrepresentation claims as do the shareholders, and it makes sense, particularly as a 
matter of judicial economy, to have their claims litigated in the same proceeding as the 
shareholders' claims. 

[296] Pragmatically, if the bo,ndholdets are denied a ticket to one of the class actions 
now at the Osgoode Hall station because of a conflict of interest, then they could bring 
another class action in which they would be the only class members. That class action 
by the bondholdets would raise the same issues of fact and law about the affairs of Sino
Forest. Thus, denying the bondholders a ticket on one of the two class actions that has 
made room for them would just encourage a. multiplicity of litigation. It is preferable to 
keep the bondholders on board sharing the train with any conflicts being managed by 
the appointment of separate class coru1sel for the bondholders, who can fonn a subclass 
at certification or later assuming that certification is granted. 

384 



49 

[297) As already noted abov6, for those bondholders who do not want to get on the 
litigation train, they can opt-out of the class action assuming it is certified. That the 
defendants may have defences to the misrepresentation claims of the ~ndholders is just 
a problem that the bondholders will have to confront, and it is not a reason to deny them 
a ticket to try to obtain access to justice. 

[298] In Caputo v. Imperial Toba.cco Ltd., [2004) O.J. No. 299 (S.C.J.), Justice 
Winkler. as he then was, noted at para. 39 that there is a difference between restricting 
the joinder of causes of action in order to make an action more amenable to certification 
and restricting the number of class members jn an action for which certification is being 
sought He stated! 

Although Rumley v. Br:itish Columbia, [2001] 3 S.C.R. I &4 holds that the plaintiffs c11n 
arbitrarily restrict the cause11 of action asserted in order to make a pro-ceeding mor~ 
amenable to certification (!lt 201), the same does not hold true with respect to the proposed 
class. Here the plaintiffs have not chosen to restrlct tl1e causes of action asserted but rather 
attempt to make t:ho action more amenable to certification by suggesting arbitrary 
exclusions ftom th-e proposed class. This is diametrically opposite to the appr011ch taken by 
tho plaintiff's in Rumley, and one which has been expressly disapproved by the Supreme 
Co.urt in Hollick v. Torr>nto (Ci~), [2001) 3 S.C.R. 158. There, McLachlin "C.J. mado it 
cleur that the onus falls on the putative representative to show that the "~lass is defined 
sufficiently narrowly'' bllt without resort to arbitnuy exclusion to achieve that result ..... 

[299] For shareholde.rs, Smith v. Sino-Forest is more accommodating; in.deed, it is the 
.most accommodating, in offering tickets to shareholders to board the class action train. 
Without prejudice to the argwnents of the defendants, wh{) m~y impugn any ofth.e class 
period or class membership definitions, and assuming that the bondholders are also 
included. the best of the clas.s periods for shareholders is that found i~ Smith "!'· Sino~ 
Forest. 

[300] To be blunt, I found the rationales for shorter class periods in Labourers v. Sino
Forest and Northwest v. Sino-Forest somewhat paranoid, as if the plaintiffs were afraid 
that the defendants will attack t:heir definitions for over~inclusiveness or for making the 
class proceeding unmanageable. Those attacks may come, but I see no reason for the 
plaintiffs in Labourers and Sino-Forest to leave at the station without tickets some 
shareholders who may have arguable claims. 

[301] JfMr. Torchia is correct that almost all of the shareholders would be coveted by 
the shortest class period that is foi.Uld in Labourers v. Sino-Forest, then the defendants 
may think the fight to shorten the class period may not be worth it. If they are inclined 
to challenge the class definition on grounds ofunmanageability or the class action as not 
being the preferable procedure, the longer class period defmition will likely be 
peripheral to the main contest. 

[3021 I do not see th~ extension of the class period beyond June 2, 2011, when the 
Muddy Waters Report became public, as a problem. Put shortly1 at this juncture, and 
subject to what the defendants may later have to say, l agree wlth Rochon Genova's 
arguments about the appropriate class period end date for the shareholders. 

[303] If I am correct in this analysis so far, where it takes me is only to the conclusion 
that the best class period definition for shareholders is found in Smith v. Sino-Forest. It, 
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however, does not take me. to the conclusion that carriage should be granted to Smith v. 
Sino-J<orest. Subject to what tl1e defendants may have to say, th.e cla.ss defmitions and 
class period in Labourers v. Sino-Forest and in Northwest v. Sino-Forest appear to be 
adequato, reasonable, certifiable, and likely consistent with the common issues that will 
be forthcoming. 

[304] Since for other reasons, I would grant carriage to Labourers v. Sino-Forest, the 
question I ask myself is whether the crass defmition in Labourers, which favourably 
jncludes bondholders, but which is not as good a definition as found in Smith v. Sino
Forest or in Northwest v. Sino-Forest should be a reason not to grant carriage to 
Labourers. My answer to my o'\\'n question is no, especially since it is still possible to 
amend the class defw.ition so that it is not under-inclusive. 

(c) Theory of the Cnse, Causes of Action, .Joinder of Defendants, and 
Prospects of Certification 

[305] The second group of interrelated detenninative factors is: theory of the case, 
causes of action, joinder of defendants, and prospects of certification. Taken together, it 
is my opinion, that these factors, which are about what is in the best interests of the 
putative class members, favour staying Smith v. Sino-Forest and Northwest v. Sino
Forest and granting carriage to Labourers v. Sino-Forest. 

(306] In applying the above factors, I begin here with tho obvious point that it would 
not be in the interests of the putative class members, let alone not in their best interests 
to grant carriage to an action that is unlikely to be certified or that, if certified, is 
unlikely to succeed. It also seem.«~ obvious that it would be. in the best interests of class 
members to grant carriage to the action that is most likely to be certified and u~timately 
successful at obtaining access to justice for the injured or, in this case, financially 
harmed class members. And it alse> seems obvious that all other things being equal, it 
would be in the best interests of class members and fair to the defendants and most 
consistent with the po'licies of the Class Proceedings Act, 1992 to grant carriage to the 
action that, to borrow from rule 1.04 or the Rules of Civil Procedure secures the just, 
most expeditious and least expensive determination of the dispute on its merits. 

(307] While these points seem obvious, there is, howe'Ver, a major prob'lem in applying 
them, because the court should not and cannot go very far in detennining the matters 
that would be most determinative of carriage. A carriage motion is not the time to 
determine whether an action will satisfy 1he criteria for certification or whether it will 
ultimately provide redress to the class members or whether it would be the preferable 
procedure or the most expeditious and least expensive procedure to resolye the dispute. 

(308) Keeping this caution in mind, in my opinion, certain aspects of Northwe.~f v. 
Sino-Forest make the other actions preferable. In this regard, I find the joinder of some 
defendants to Northwest v. Sino-Forest mildly troublesome. 

[309] More serious, in Northwest v. Sino-Forest, I find the employment and reliance 
on the tort action of fraudulent misrepresentation less desirable than the causes of action 
utilized to provide procedural and substantive justice to the class memQers in Smith v. 
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Sino~Forest and Labourers v. Sino~Forest. In my opinion, the fraudulent 
misrepresentation action adds needless complexity and cosw. 

[310} White the finger~pointing of the OSC at Ho, Hung, Ip, and Ye~g supports their 
joinder, the joinder of Chen, Lawrence Estate, Maradin, Wong, and Zhao is mildly 
troublesome. The joinder of defendants should be based on sorn.etlliQg more substantive 
than their opportunity to be a wron.g(i)oer, and at this juncture it is not clear why Chen, 
LaWI'ence Estate, Matadin, Wong, and Zhao have been joined to Northwest v. Sino
Forest and not 1o the other p,roposed class actions. Their joinder, however, is only 
mildly troublesome, because the plaintiffs In Northwesf v. Sino-Forest may have 
particulars of wrongdoing and have simply failed to plead them. 

[311] Turnirtg to the pleading of fraudulent misrepresentation, when it is far easier to 
prove a claim in negligent misrepresentation or negligence, the claim for fraudulent 
misrepresentation seems a needless provocation that will just fuel the defendants' 
fervour to defend and to not settle t11e class action. Fraud is a very serious allegation 
because of the moral and not just legal turpitude of it, and the allegation of fraud also 
imperils insurance coverage that might be the source of a reoovery for class members. 

[312] Kim Orr has understated the difficulties the plaintiffs in Northwest v. Sino
Forest will confront in impugning the integrity of Sino-Forest, Ardell, Bowland, Chan, 
Horsley, Hyde, Mak, Martin, Murray, Peon, Wang, West, Chen, Ho, Hung, Ip, 
Lawrence Estate, Maradin, Wong, Yeung, Zhao, Canaccord, CIDC, Credit Suisse, 
Credit Suisse (USA), Dundee, Haywood, Maison, Merrill, Merrill-Fenner, Morgan, 
RBC, Scotia, TD, UBS, E&Y, BDO, Poyry, Poyry Forest, JP Management. 

[313] Fraud must be proved individually. In order to establish that a corporate 
defendant committed fraud, it must be proven that a natural person for whose conduct 
the corporalion is responsible acted with a fraudulent intent. See: Hughes v. Sunbeam 
Corp. {Canada), [2000] O.J. No. 4595 (S.C.J.) at para. 26; Toronto-Dominion Bank v. 
Leigh Instruments Ltd (Trustee of), [1998] O.J. No. 2637 (Gen. Div.) at paras. 477-479. 

[314] A claim for deceit or fraudulent misrepresentation typically breaks down into 
five elements: ( 1) a false statement; (2) the defendant knowing that the statement is false 
or being indifferent to its truth or falsity; (3) the defendant having an futent to deceive 
the plaintiff, ( 4) the false statement being material and the plaintiff being induced to act; 
and (5) the defendant suffering damages: Derry v. Peek (1889)) 14 App. Cas. 337 
(H.L.); Graham v. Saville, (1945] O.R. 301 (C.A.); Francis v. Dingman (1983), 2 
D.L.R. (4th) 244 (Ont. C.A.). The fraud elements are the second and thlrd in this list. 

[315] In the famous case of Derry v. Peek, the general issue was what counts as a 
fraudulent misrepresentation. More particulal'ly, the issue was whether a careless or 
negligent misrepresentation without more could count as a fraudulent misrepresentation. 
rn the case, the defendants were responsible for a fals~ statement in a prospectus. The 
prospectus, which was for the sale of shares in a tramway company, stated that the 
company was permitted to use steam power to work a tram line. The statement was false 
because the directors had omitted the qualification that the use of steam power required 
the consent of the Doa:rd of Trade. As it happened, the consent was not given, the tram 
line would have to be driven by horses, and the company was wound~up. The Law 

387 



52 

Lords reviewed the evidence of the defendants individuaUy and concluded that although 
the defendants had all been careless in their use of language> they had honestly believed 
what they had said in t11e prospectus. 

[316] In the lead judgment, Lord Herschell reviewed the case law, and at p. 374) he 
stated in the most famous passage from the case: 

I think the authorities establish the following propositions. First, in order to sustain an 
action for deceit, there must be proof of fraud, and ncthing short of that will suffice. 
Secondly, fraud is proved wben it is shewn that a false representation has been made ({) 
knowjngly, or (2) without beli-ef in ltB trUtb, or {3) recklessly, careless, whetlu~r it be true or 
false. Although I have treatecl the second and third as disrlnct cases, I think th.e third is but 
an instance of the second, fol' one who makes a statement under such circumstances ean 
have no real belief In rhe truth of what he states. To prevent a false statement being 
fraudulent, there niust, I think be an honest belief in its truth. And this probably covers the 
whole ground, for one who k'llowingly alleges that which is false has obviously no such 
honest belief. Thirdly, if fraud is proved, the motive of the person guilty is immaterial. It 
matters not that there was n.o intention to cheat or injure the person to whom the statem~nt 
wasmnde. 

[317] Lord Herschell's third situation is the one that was at the heart of Derry v. Peek, 
at).d the Law Lords struggled to articulate that relationship between belief and 
carelessness in speaking. Before the above passage, Lord Herschell stated at p. 361: 

To make a statement careless whether it be true or false, and therefore without any real 
be£ief in its truth, appears to me tQ be an essentially different thing from making. through 
want of earQ> a false statement, which is nevertheless honezrtty believed to be true. And it is 
surely conceivable that a man may believe that what he states is the fact, though he has 
been so wanting in care that the Court may think that there were no sufficient groonds to 
warrant his belief. 

[318] Lord Herschell is saying that carelessness in making a statement does not 
necessarily entail that a person do~s not believe what he or she is saying. However, later 
in his judgment, he emphasizes that carelessness is relevant and could be sufficient to 
show that a person did not believe what he or she was saying. Thus, carelessness may 
prove fraud, but it is not itself .fraud. Lord Herschell's famous quotationt where he states 
that fraud is proven when it is shown that a false statement was made recklessly, 
careless whethe1: it be true or false, states only awkwardly the role of carelessness and 
must be read in the context of the whole judgment. 

[319] In Angus v. Clifford, [1891] 2 Ch. 449 (C.A) at p. 471, Bowen, L.J. discussed 
the role of carelessness or recklessness in establishing fraud; he stated: 

Not caring, in that context [i.e., in the context of an al:legatlon of fraud}, did not moan 
taking cnre, it meant indifference to the truth, the moral obliquity which consists of wilful 
disregard of the importance of truth, and unless you keep it clear that that is the true 
meaning of the tenn, you are constantly in danger of confusing the evidence from which the 
inference of dishonesty in the mind may be drawn • evidence which consists in n greot 
many cases of gross want of cauti.on • with the inference of fraud, or of dishenesty itself, 
which has to be drawn after you have weighed aU the evidence. 

[320] Bowen, L.J.'s statement alludes to the second elem.ent of what makes a 
statement fraudulent. Deceit or fraudulent misrepresentation requires that the defendant 
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have "a wicked 1nind:'• LeLievre v. Gould, [1893] 1 Q.B. 491 at p. 498. Fraud involves 
intentional dishonesty, the intent being to deceive. If the plaintiff fails to prove this 
mental element, then, as was the case in Derry v. Peek, the claim is dismissed. To 
su.cceed in an action for deceit or for fraudulent misrepresentation; the plaintiff must 
show not only that the defendant spoke falsely ond contrary to belief but that the 
defendant had the intent to deceive, which is to say he or she had the .aitn of inducing 
the plaintiff to act mistakenly: BG Checo International Ltd. v. British Columbia Hydro 
and Power Authority (1993), 99 D.L.R. (4th) 577 (S.C.C.). 

[321] The defendant•s reason for deceiving the plaintiff, however, need not be evil. In 
the passage above from Deny v. Peek, Lord Herschell notes that the person's motive for 
saying something that he or she does not believe is irrelevant. A person may have a 
benign reason for defrauding another person, but the fraud remains because of the 
discordance between words and belief combined with the intent to mislead the plaintiff: 
Smith v. Chadwick (1854), 9 App. Cas. 187 at p. 201; Bradford Building Society v. 
Borders. [1941] 2 All E.R. 205 at p. 211; Beckman v. Wallace (1913), 29 O.L.R. 96 
(C.A.) at p. 101. 

[322] In promoting its fraudufent misrepresentation claim, Kim Orr reUe<l on Gregory 
v. Jolley (2001), 54 O.R (3d) 4'81 (C.A.), which was a case where a trial judge erred by 
not applying the third branch of the test articulat~d in Derry v. Peek. Justice Sharpe 
discussed the trial judge's failure to consider whether the appellant had made out a case 
of fraud based on recklessness and stated at para. 20: 

With r.espect to the law, the trial judge's reasons show that he failed to consider whether the 
appellant had made out a case offi:aud oo the basis of recklessness. While he referred to !i 
case that in turn referred to the test from Derry v. Peek, the reasons for judgment 
demonstrate to my satisfaction that . the. trial ju~ge simply did not take into .account the 
possibiljty tbat fraud could be made out if the respondent m~de misr~presentations of 
material fuct without regaJd to their truth. The t·rlal judge's reasons speak only of 110 

intention to defraud or of statements calculated to mislead or misrepresent. He makes no 
reference to recklessness or to statements made without an honest belief ih their truth. As 
Derry v. Peek holds, th11t state of mind is sufficient proof of the mental element.required for 
civil fraud, whatever the motive of the party making the representation. In another leading 
case on civil fraud, Edging/oil v. Fit~maurice, (1885), 29 Ch. D.459 at 481-82 (C,A.), 
Bowen LJ. stated: "{l}t is immaterial whether they made the statement knowing it to be 
untrue, or recklessly~ without caring whether it was true or not, because to make. a statement 
recklessly for the purpose of influencing another person is dishonest." The failure to givo 
adequate c.unsideration to the contention that the respondent had been reckless with the 
truth in regard to the Income figures be gave in ordtr to obtain disability insurance 
constitutes an error of law justifying tbe intervention of this court. 

[323] From this passage, Kim Orr extracts the notion that there is a viable fraudulent 
misrepresentation against forty defendants a,U of whom individually can be shown to be 
reckless as opposed to careless. TI1at seems unlikely, but more 10 the point, recklessness 
is only half the battle. The overall mo.tive may not matter, but the defendant still must 
have had the intent to deceive, which in Gregory v. Jolley was the intent to obtain 
disability insurance to which he was not qualified to receive. 
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[324] Recklessness alone is not enough to constitute fraudulent misrepresentation, as 
Justice Cumming notes at para. 25 of his judgment in Hughes v. Sunbeam Corp. 
(Canada), (2000] O.J. No. 4595 (S.C.J.), where he states: 

The representation must have been made with knowledge 4lf its falsehood or recklessness 
without bl)lief in its truth. The represent!Uion must have been made by the repre~entor with 
the intention that it should be acted upon by the rep~sentoe and the representee must in fact 
bave acted upon it. 

[325] I conclude that the fraudulent misrepresentation action is a substantial weakness 
in Northwest v. Sino~Forest. In fairness, 1 should add that I think that the unjust 
enrichment causes of action and oppression remedy claims in Labourers v. Sino-Forest. 
add little. 

[326] The unjust enrichment claitns in Labourers seem supetfluous, If Sino-Forest, 
Chan, Horsley, Mak, Martin, Murray, Poon, Bane of America, Canaccord. CIBC, Credit 
Suisse, Credit Suisse USA, Dundee, Maison, Merrill, RBC, Scotia and "''D, are found to 
be liable for misrepresentation or negligence, then the damages they will have to pay 
will far exceed the disgorgement of any unjust enriclunent. If they are found not to have 
committed any wrong, then there will be no basis for an unJust enriehmeut claim fOT 
recapture of the gains th.ey made on share transactions or from their remuneration for 
semces rendered. In other words, the claims for unjust enrichment are unnecessary for 
victory and they will not snatch. victory if the other chums are defeated. Much the same 
can be said about the oppression remedy claim. That sai.d, these claims in Labourers v.. 
Stno~Forest will not strain the forensic resources of the plaintiffs in the same way as 
taking on a massive fraudulent misrepresentation cause of action would ,do in Nort!n-ves~ 
v. Slno~Fotest. 

[327] For the :pmposes of this carriage motion, I have little to say about the "Integrity 
Representation" approach to the misrepresentation ~laims that are at the heart of the 
claims ag-dinst the defendants in Northwest v. Siw-Forest or of the "GAAP" 
misrepresentation employed in Labourers v. Sino-Forest, or the focus on the authorized 
intennediaries in Smith v. Sino-Forest. Short of deciding the motion for certification, 
there is no way of deciding which approach is more likely to lead to certification or 
which approach the defendants will attack as deficient. For present purposes, I am 
simply satisfied that the class members ~ best served by the approach in Labourers v. 
Sino~ Forest. 

[328) The cohesive, yet adequately comprehensive, approach used in Smith v. Sino
Forest appears to me close to Labourers v. Stno~Forest, but in my opinion, Smith v. 
Sino-Forest wants for the inclusion of the bondholdet·s, and, as noted above, there are 
other factors which favour Labourers v. Sino-Forest ovet Smith v. Sino-Forest. That 
said, it was a close call for me to choose Labourers v. Sino-Forest and not Smith v. 
Sino-Forest. 
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H. CONCLUSION 

[329] For the above ReasDns, I grant carriage to Koskie Minsky and Siskinds with 
leave to the plaintiffs in Labourers v. Sino-Forest to deliver a Fresh as Amended 
Statement of Claim. 

[330) In granting leave~ I grant leave generally and~ plaintiffs are not limited to the 
amendments sought as a part of this carriage motion. It will be for the plaintiffs to 
d.ecide whether so:me amendments are in order to respond to the l~ssons learned from 
this carriage 11;1.otio~ and it is oot too lttt~ to have more repre~.entative plaintiffs. 

[331] I repeat that a carriage motion is Without prejudice to the defendants' rights to 
challenge the pleadings and whether any particular cause of action is legally tenable. 

[332] I make no order as to costs, which is in the usual course in carriage motions. 

?~~-
Released: January 6, 2012 Petell, J. 
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Court File No. CV-12-9667-00CL 

ONTARIO 

, SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN TilE MA TIER OF THE COMP ANTES' CREDITORS 

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn November 29, 2012) 

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

Republic ofChina, MAKE OATH AND SAY: 

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

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

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

believe such information to be true. Where I indicate that I have been advised by counsel, that 

advice has been provided by Bennett Jones LLP, counsel for SFC in this proceeding. 

2. Capitalized tenns not defined in this affidavit are as defined in my affidavit sworn March 

30, 2012 (the "Initial Order Affidavit") and the Thirteenth Report of the Monitor dated 

November 22, 2012 (the "Monitor's Thirteenth Report"). A copy of my fnitial Order Affidavit 

(without exhibjts) is attached as Exhibit "A". 
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3. All currency references in this affidavit refer to U.S. Dollars unless otherwise indicated. 

4. This affidavit is sworn in support of a motion by SFC for an order (the "Sanction Order") 

under section 6(l) of the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36 (the 

"CCAA") sanctioning an amended plan of compromise and reorganization (the "Plan") between 

SFC and its creditors. I understand that a draft of the fonn of Sanction Order being sought was 

included in the Plan Supplement filed by SFC on November 21, 2012, and any further changes to 

the form of Sanction Order will be filed prior to the hearing. 

5. This affidavit identifies a number of affidavits I have previously sworn along with 

Monitor's reports and other materials that SFC is relying on in support of the Sanction Order 

motion. Such materials will be filed in a separate brief prior to the hearing. 

6. I am advised by counsel that if the Plan is approved, SFC and Newco (defmed below) 

intend to rely on the Sanction Order for the purposes of relying on the exemption from the 

registration requirements of the United States Securities Act of 1933, as amended, pursuant to 

section 3(a)(IO) thereof for the issuance of the Newco Shares, Newco Notes, and to the extent 

they may be deemed to be securities, the Litigation Trust Interest, and any other securities to be 

issued pursuant to the Plan. 

J. BACKGROUND 

7. As I explained in greater detail in the Initial Order Affidavit, SFC is an integrated forest 

plantation operator and forest products company, with most of its assets and the majority of its 

business operations located in the southern and eastern regions of the People's Republic ofCltina 
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(the "PRC''). SFC's registered office is in Toronto and its principal business office is in Hong 

Kong. 

A. Muddy Waters and SFCs Independent Committee 

8. As a result of a report issued by short-seller Muddy Waters LLC ("Muddy Waters") on 

June 2, 2011, which alleged that SFC was a "near total fraud" and a "Ponzi scheme", SFC found 

itself embroiled in multiple class actions across Canada and in the U.S., investigations and 

regulatory proceedings with the Ontario Securities Commission (the "OSC"), the Hong Kong 

Securities and Futures Commission and the RCl\.1P. 

9. As I have described in prior affidavits filed with the Court and above, immediately after 

the allegations were made by Muddy Waters, the Board appointed an independent committee 

(the "IC") of the Board, which in tum engaged professionals in Ontario, Hong Kong and in the 

PRC to assist in investigating the allegations. The IC retained Osler Hoskin & Harcourt LLP in 

Canada, Mallesons (an intemational Law ftnn with offices in Beijing, Shanghai and Hong Kong) 

and Jun He Law Offices (a PRC law firm). The IC also appointed PricewaterhouseCoopers to 

assist with the investigations. 

10. The Board also retained new company counsel, Bennett Jones LLP, to assist and work with 

the IC and the IC's advisors, to assist management, to respond to class action claims against SFC 

and to respond on behalf of SFC to inquiries and demands from securities regulators. 

ll. The IC was active and met frequently to supervise professionals and receive reports about 

their progress. 

396 



I I 

4 

12. The IC and its advisors worked to compile and analyze the vast amount of data required for 

their review of Sino-Forest's operations and business, the relationships between Sino-Forest and 

other entities, and Sino-Forest's ownership of assets. The IC supervised the investigation and 

preparation of three reports that addressed those aspects, described the extensive work of the IC 

and its advisors and the conclusions that could be reached from the work undertaken by them. 

Redacted versions of the IC reports were publicly disclosed. 

13. The IC set out to address the issues raised by Muddy Waters in tluee core areas: (i) lhe 

verification of timber assets reported by Sino-Forest, (ii) the value of the timber assets held by 

Sino-Forest, and (iii) revenue recognition. In addition, in its First lnterim Report, the IC's 

accounting advisors confirmed SFC's cash balances in specific account as at June 13, 2011, for 

accounts located inside and outside of the PRC. The results of the IC's efforts are described in 

greater detail in my Initial Order Affidavit. 

B. Efforts to Obtain Audit Opjnions 

14. In late August 2011 the IC's efforts uncovered information that raised conduct issues about 

certain members of former management of Sino-Forest. This information was shared by the IC 

with staff of the OSC. This infonnation resulted in the OSC imposing a temporary cease trade 

order (the "TCTO") on the securities of SFC on August 26, 2011, which order was later 

continued and continues in force. 

15. Arising from these developments, certain former members of management were placed on 

administrative leave. The Board appointed me as Chief Executive Officer of SFC after Allen 

Chan resigned as Chairman, CEO and a Director, on August 28, 2011. 
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16. Following the events of late August, 2011, the lC continued its investigative work. From 

late August 2011 onward, under the Board's oversight, considerable eftort was directed at 

determining if the issues identified by Muddy Waters and by investigative work to date could be 

resolved with sufficient time to allow SFC to become current in its financial reporting, and to 

obtain an audit opinion for 2011. Failure to issue quarterly results or to issue audited annual 

financial results could lead to the possible acceleration and enforcement of approximately $1.8 

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

17. Notwithstanding considerable efforts by the Board, the IC, management and advisors, in 

mid-November 2011, SFC's Audit Committee recommended, and the Board agreed, that SFC 

should defer the release of SFC's third quarter 2011 financial statements until certain conduct 

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

18. By December 2011, it appeared that it would not be possible to obtain an audit opinion for 

2011 in sufficient time to avoid defaults under SFC's Note Indentures, nor would it be possible to 

issue third qucuter 2011 financial results. 

19. On December 16, 2011, the Board established a Special Restructuring Committee {"RC") 

of the Board, comprised exclusively of directors independent of management of SFC, for the 

purpose of supervising, analyzing and managing the strategic options available to SFC. 

Subsequent to its appointment, the RC has been fully engaged and active in supervising and 

supporting SFC's restructuring efforts. 
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C. Defaults under the Indentures and the Support Agreement 

20. SFC's inability to file its third quarter 2011 financial statements ultimately resulted in a 

default under its note indentures. After extensive discussions with an ad hoc committee of 

Noteholders (the "Ad Hoc Noteholders"), Noteholders representing a majority in principal 

amount of SFC's senior notes agreed to waive the default arising from the failure to release the 

SFC 20 11 third quarter results. While the waiver agreements prevented an acceleration of the 

note indebtedness as a result of SFC's failure to file its 2011 third quarter results, . the waiver 

agreements would have expired on April 30, 2012 (or any earlier termination of the waiver 

agreements in accordance with their tenus). In addition, SFC's pending failure to file its audited 

financial statements for its fiscal year ended December 31,2011 by March 30, 2012, would have 

ca11sed another potential acceleration and enforcement event, creating additional uncertainty 

around SFC's business. 

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

the parties agreed on a framework for a consensual resolution of SFC's defaults under its note 

indentures and the restructuring of its business, and entered into a restructuring support 

agreement (the "Support Agreement") on March 30, 2012, which was initially executed by 

holders of SFC's Notes bolding approximately 40% of the aggregate principal amount of the 

Notes. 

22. As further discussed below, additional Consenting Noteholders subsequently executed 

joinder agreements to the Support Agreement, resulting in Noteholders representing more than 

72% of the aggregate principal amount of the Notes agreeing to support the restmcturiog 

contemplated by the Support Agreement. 
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23. Throughout this process, the Board and certain members of SFC management engaged 

with the Ad Hoc Noteholders, both through counsel and directly on a principal-to-principal basis, 

to assist them in understanding the restmcturing challenges faced by SFC and its stakeholders, 

and to provide infonuation to the Ad Hoc Noteholders in connection with their due diligence 

efforts. 

24. From a commercial perspective, the restructuring contemplated by the Support Agreement 

was intended to separate Sino-Forest's business operations from the problems facing the parent 

holding company outside of the PRC, with the intention of saving and preserving the value of 

SFC's underlying business. To this end, two possible transactions were contemplated: 

(a) First, a court-supervised Sale Process being undertaken to determine if any person 

or group of persons would purchase SFC's business operations for an amount in 

excess of a threshold amount of consideration (which was set at 85% of the 

amount outstanding under the Notes at the CCAA filing date), with the potential 

for excess above such threshold amount being directed to stakeholders 

subordinate to the Noteholders. The Sale Process was intended to ensure that 

SFC pursued all avenues available to it to maximize value for its stakeholders; 

(b) Second, if the Sale Process was not successful, a transfer of the six immediate 

holding companies that own SFC's business to the Affected Creditors in 

compromise of their claims against SFC and the creation of a litigation trust 

(including funding) that would enable SFC's litigation claims against any Person 

not otherwise released within the CCAA proceedings to be preserved and pursued 
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for the benefit of SFC's stakeholders in accordance with the Support Agreement 

(the "Restructuring Transaction"). 

25. The decision to enter into the Support Agreement was given careful consideration by the 

Board of SFC. But for the negotiation and execution of the Support Agreement, SFC would 

have been unable to prevent the acceleration and enforcement of the rights of the Noteholders as 

soon as April30, 2012, in which case SFC and Sino-Forest would have been unable to continue 

as a going concern. 

26. The Support Agreement provided that SFC would make an application under the CCAA in 

order to implement the Sale Process and, failing receipt of a qualified bid, to implement the 

Restructuring Transaction. 

27. Quite apart from the provisions of the Support Agreement. the circumstances facing SFC 

and its Subsidiaries (as described above and in the lnitial Order Affidavit) necessitated the 

commencement of these CCAA proceedings in order to attempt to separate the business 

operations of Sino-Forest from the challenges facing the holding company parent in order to 

allow the business to be saved. 

28. SFC applied to this Honourable Court and obtained an Initial Order under the CCAA on 

March 30, 2012 (the "Initial Order"), pursuant to which a limited stay of proceedings was also 

granted in respect of the Subsidiaries. The stay of proceedings provided for in the Initial Order 

was subsequently extended by Orders dated May 31, September 28, October 10, and November 

23,2012, and unless further extended by the Court, will expire on February 1, 2013. 
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II. THE NATURE OF SFC'S ASSETS AND SFC'S EFFORTS TO MARKET THEM 

A. SFC's Assets 

29. As described in the Initial Order Affidavit, SFC is a holding company with six direct 

subsidiaries ofSFC (the place of incorporation is indicated in parentheses): Sino-Panel Holdings 

Limited (BVI); Sino-Global Holdings Inc. (BVI); Sino-Panel Corporation (Canada); Sino-Wood 

Partners Limited (Hong Kong); Sino-Capital Global Inc. (BVI) and Sino-Forest International 

(Barbados) Corporation (Barbados) (collectively, the "Direct Subsidiaries"). SFC also holds all 

of the preference shares of Sino-Forest Resources Inc. (BVI). 

30. ln addition, SFC holds an indirect majority interest in Greenheart Group Limited 

(Bennuda), an investment holding company whose shares are listed on the Hong Kong Stock 

Exchange. Together with its subsidiaries, Greenheart 0\"1/lls certain rights and manages hardwood 

forest concessions in the Republic of Suriname and a radiata pine plantation on freehold land in 

New Zealand. Greenheart has its own distinct operations and financing arrangements and is not 

party to or a guarantor of the notes issued by SFC. Greenheatt and SFC operate out of separate 

office buildings in Hong Kong. 

31. Including SFC, Sino-Forest Resources Inc. and the Direct Subsidiaries, there are 137 

entities that make up the Sino-Forest companies: 67 companies incorporated in the PRC (with 11 

branch companies), 58 BVI incorporated entities, 7 Hong Kong incorporated entities, 2 Canadian 

entities and 3 entities incorporated in other jurisdictions. Greenheart and its subsidiaries are not 

included in the foregoing. A list of all of the SFC subsidiaries (the "Subsidiaries") is attached as 

Exhibit "B" (which does not include subsidiaries of Greenhcart, but does contain SFC branch 

companies). The term "Sino-Forest'' is used herein to refer to the global enterprise as a whole. 
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32. I understand that in addition to claims against SFC, numerous stakeholders have asserted 

c laims against the Subsidiaries in respect of their claims against SFC. As has been apparent 

from the outset of these proceedings, in order to achieve the commercial objective of separating 

the Sino-Forest business from the parent holding company, any successful resolution to these 

proceedings must provide a "clean break" between SFC and the Subsidiaries. Accordingly, as 

further described below, the Plan provides for the transfer of SFC's assets, including the Direct 

Subsidiaries, to Newco for the benefit of all of SFC's Affected Creditors as well as a release of 

the Subsidiaries in respect of such claims. 

B. The Sale Process 

33. As discussed above, the Support Agreement contemplated the sale of the assets of SFC (i.e. 

its Subsidiaries) through a court-supervised sale process in which the assets ofSFC were offered 

for an amount of consideration equal to a minimum required threshold as set out in the Support 

Agreement, which was set at 85% of the outstanding amount of the Notes as of the CCAA filing 

date. 

34. SFC applied for and obtained an order from this Court on March 30, 2012 (the "Sale 

Process Order") approving the sale process procedures (the "Sale Process Procedures") and 

authorizing and directing SFC, the Monitor, and SFC's fmancial advisor, Houlihan Lokey 

("Houlihan"), to do alJ things reasonably necessary to perfonn each of their obligations under the 

Sale Process Order. 

35. Pursuant to the Sale Process Procedures, SFC, through Houlihan sought out potential 

qualified strategic and financial purchasers (including existing shareholders and noteholdcrs) of 
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SFC's assets on a global basis and attempted to engage such potential purchasers in the Sale 

Process. 

36. The Sale Process Procedures approved in the Sale Process Order were carried out by the 

applicable parties. In particular, as described in the Fourth Report of the Monitor: 

(a) a notice was published in the Globe & Mail and the WaH Street Journal with 

respect to the Sale Process; 

(b) a teaser letter was sent to 85 potentially interested parties; and 

(c) fourteen confidentiality agreements were negotiated with parties who indicated an 

interest in the business. 

3 7. The Sale Process Procedures provided SFC with up to 90 days from the day of the Sale 

Process Order to solicit letters of intent and, if qualified letters of intent were received within the 

required time period, a further 90 days to solicit qualified bids. As set out in the Sale Process 

Order, to constitute a Qualified Letter of Intent, the letter of intent must have, among other 

things, indicated that the bidder was offering to acquire SFC's assets for consideration not less 

than the Qualified Consideration. Qualified Consideration was defined in the Sale Process 

Procedures as: 

"Qualified Consideration" means cash consideration payable to 
SFC (or such other form of consideration as may be acceptable to 
SFC and the Initial Consenting Noteholders) in an amount equal to 
85% of the aggregate principal amount of the Notes, plus all 
accrued and unpaid interest on Notes, at the regular rates provided 
therefor pursuant to the Note indentures, up to and including 
March 30, 2012. 
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38. A nwnber of letters of intent were received by SFC on or about the June 28, 2012 deadline 

set out in lhe Sale Process Procedures. However, in accordance with the Sale Process Order, 

SFC, Houlihan and the Monitor determined that none of the letters of intent constituted a 

Qualified Letter of Intent, because none of them offered to acquire the assets of SFC for the 

Qualified Consjderation. As such, on July 10, 2012, SFC announced the termination of the Sale 

Process and SFC's intention to proceed with the Restructuring Transaction. 

III. SINO-FOREST'S STAKEHOLDERS 

39. In order to move forward with its restructuring efforts in a timely manner, it was critical for 

SFC to ascertain all claims against SFC, its Subsidiaries and its directors and officers in order to 

assess what impact such claims may have with respect to its restructuring. Accordingly, SFC, in 

consultation with the Monitor, developed a claims process, which was approved by Order of this 

Honourable Court on May 14, 201 2 (the "Claims Process Order"). The Claims Process Order 

was not appealed. 

40. Under the Claims Process Order, Proofs of Claim and D&O Proofs of Claim were required 

to be filed with the Monitor on or before the Claims Bar Date (June 20, 2012), while 

Restructuring Claims weJe required to be filed on or before the Restructuring Claims Bar Date 

(the later of the Claims Bar Date and 30 days after a ,Person is deemed to receive a Proof of 

Claim Document Package). D&O Indemnity Proofs of Claim were also required to be filed with 

the Monitor on a date that was relative to when the director or officer received notice of a D&O 

Proof of Claim. 

41. In order to identify tl1e nature and extent of claims asserted against the Subsidiaries, the 

Claims Process Order required any claimant that had or intended to assert a right or claim against 
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one or more Subsidiaries relating to a purported claim made against SFC to so indicate on their 

Proof of Claim. 

42. In its Thirteenth Report, the Monitor described the claims submitted pursuant to the Claims 

Process Order, certain of which are also discussed below. 

A. The Notcbolders 

43. As indicated, at the date of filing, Sino-Forest had approximately $1.8 billion of principal 

amount of debt owing under the Notes, plus accrued and unpaid interest. There are four series of 

Notes issued and outstanding, as follows: 

(a) 2017 Senior Notes: There are $600 million in principal amount of guaranteed 

senior notes that were issued on October 21, 2010, bearing interest at a rate of 

6.25% per annum, payable semi-annually (the 112017 Senior Notes"). These are 

supported by guarantees from 60 Subsidiades and share pledges from ten of those 

same Subsidiaries. 

(b) 2016 Convertible Notes: There are $460 million in principal amount of 

convertible g\lanmteed notes that were issued on December 17, 2009, bearing 

interest at a rate of 4.25% payable semi-annually (the "2016 Convertible Notes'} 

These notes are supported by guarantees from 64 Subsidiaries. 

(c) 2014 Senior Notes: There are $399,517,000 in principal amount of senior notes 

that were issued on July 27, 2009, bearing interest at a rate of 10.25% per annum, 

payable semi-annually (the 112014 Senior Notes"). These notes are supported by 
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supported by guarantees from 60 Subsidiaries nnd share pledges from ten of those 

same Subsidiaries. 

(d) 2013 Convertible Notes: There are $345 million in principal amount of 

convertible guaranteed notes that were issued on July 23, 2008, bearing interest at 

a rate of 5% per annum, payable semi-annually (the ''2013 Convertible Notes"). 

These notes are supported by guarantees from 64 Subsidiaries. 

The 2017 Senior Notes, 2016 Convertible Notes, 2014 Senior Notes and 2013 Convertible Notes 

are collectively referred to herein as the "Notes" and holders of the Notes, the "Notcholders". 

44. As of the date of the Support Agreement, the Initial Consenting Noteholders held 

approximate} y 40% of the aggregate principal amount of the four series of Notes. Pursuant to 

certain notice provisions established in the Initial Order, SFC continued to solicit additional 

Noteholder support and all Noteholders who wished to become Consenting Noteholders and 

participate in the Early Consent Consideration; (each as defmed in the Support Agreement and 

described below) were given the opportunity to do so by the early consent deadline of May 15, 

2012. As of May 15, 2012, Noteholders (inclucling the Initial Consenting Noteholders) holding 

in aggregate approximately 72% of the principal amount of the Notes, and representing more 

than 66.67% of the principal amount of each of the four series of Notes, agreed to support the 

Plan. 

B. Shareholders I Former Noteholders 

45. As I explained in the Initial Order Affidavit, SFC and certain of its officers, directors and 

employees, along with SFC's fanner auditors, technical consultants and the Underwriters 
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(defined below) involved in prior equity and debt offerings, have been named as def(mdants in 

eight class action lawsuits. 

46. Five of these class action lawsuits, commenced by three separate groups of counsel, were 

filed in the Ontario Superior Court of Justice on June 8, 2011, June 20, 2011, July 20, 2011, 

September 26, 2011 and November 14, 2011. A carriage motion in relation to these actions was 

heard on December 20 and 21, 2011, and by Order dated January 6, 2012, Justice Perell 

appointed Koskie Minsky LLP and Siskinds LLP as class counsel. As a result, Koskie Minsky 

LLP and Siskinds LLP discontinued their earliest action, and their other two actions have been 

consolidated and will move forward as one proceeding. The other two Ontario actions, 

conunenced by other counsel, have been stayed. 

47. Pursuant to Justice Perell's January 6, 2012 Order, Koskie Minsky LLP and Siskinds LLP 

have filed a fresh as amended Statement of Claim in the consolidated proceeding. A copy of that 

amended Statement of Claim is attached as Exhibit "C". The plaintiffs in the Ontario Class 

Action (the "Ontario Class Action Plaintiffs"), on behalf of current and fonner shareholders of 

SFC, seek damages against SFC and the other defendants in the Ontario Class Action in the 

amount of $6.5 billion for general damages, $174.8 million in connection with a prospectus 

issued in June 2007, $330 million in relation to a prospectus issued in June 2009, and $319.2 

million in relation to a prospectus issued in December 2009. The market cap for SFC during the 

times ofthe alleged misrepresentations ranged from $?46.5 million to $6.15 billion. 

48. The Ontario Class Action Plaintiffs also assert claims on behaJf of fanner holders of SFC's 

Notes in the amotmts of $345 million for the 2013 Convertible Notes, $400 million for the 2014 

Senior Notes, $460 million for the 2016 Convertible Notes, and $600 million for the 2017 Senior 
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Notes, for a total claim of approximately $1.8 billion. The first class action claim that asserted 

any claims on behalf of Notcholders was issued on September 26, 201 L. The Noteholder 

component of this claim asserts, among other things, damages for loss of value in the Notes. In 

the months following the Muddy Waters report, the relevant Notes traded at a range of $53 to 

$64 per $100 amount of principal owing. 

49. A similar class action was filed in Quebec. Attached as Exhibit "D" is a copy of the 

Quebec pleading. A third class action was flled in Saskatchewan. Attached as Exhibit "E" is a 

copy of the Saskatchewan Statement of Claim. While a Proof of Claim was filed by the plaintiffs 

in the Quebec class action, no Proof of Claim was filed by the plaintiffs ~ the Saskatchewan 

class action. 

50. Additionally, on January 27, 2012, a class action was commenced against SFC and other 

defendants in the Supreme Court of the State of New York, U.S.A. The complaint alleges that 

the action is brought on behalf of persons who purchased SFC shares on the over-the-counter 

market and on behalf of non-Canadian purchasers of SFC debt securities. The quantum of 

damages sought is not specified in the complaint. Attached as Exhibit "F" is a copy of the most 

recent version of the Complaint in the New York proceeding. The plaintiffs in the New York 

proceeding have filed a Proof of Claim in this proceeding. 

51 . In this proceeding, an "Ad Hoc Committee of Purchasers of the Applicant's Securities" (the 

"Ad Hoc Securities Purchasers Committee") has appeared to represent the interests of 

shareholders and noteholders who have asserted class action claims against SFC and others. The 

Ad Hoc Securities Purchasers Committee is represented in this proceeding by Siskinds LLP, 

Koskie Minsky, and Paliarc Roland Rosenberg Rothstein LLP. As indicated above, two of these 
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finns won the right to represent the plaintiffs in the Ontario class action, and the Siskind finn is 

plaintiff counsel in the Quebec class action. 

52. On June 26, 2012, SFC brought a motion for an order directing that claims against SFC 

that arise in connection with the ownership, purchase or sale of an equity interest in SFC and 

related indemnity claims are "equity claims" as defined in section 2 of the CCAA, including the 

claims by or on behalf of current or former shareholders asserted in class action proceedings 

commenced against SFC. The equity claims motion did not purport to deal with the component 

of the class action proceedings that relate to debt claims. 

53. The Ad Hoc Securities Purchasers Committee did not oppose the relief requested. The 

relief was opposed only by SFC's former auditors and the Underwriters. 

54. In reasons released on July 27, 2012, a copy of which is attached as Exhibit "G", this 

Honourable Court granted the relief sought by SFC (the "Equity Claims Decision"), fmding at 

paragraph 77 that "the claims advanced in the Shareholder Claims are clearly equity claims." 

55. The Ad Hoc Securities Purchasers Committee did not appeal this decision. I am advised 

by counsel that none of the parties who later appealed the decision suggested that the Court's 

detennination on the characterization of the shareholder claims against SFC was incorrect. As 

further discussed below, the Equity Claims Decision was affirmed by the Court of Appeal for 

Ontario on November 23, 2012. 

56. Consistent with the Equity Claims Decision, shareholder claims against SFC are 

subordinated and not entitled to vote or receive distributions under the Plan. 
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57. On October 26, 2012, the Ad Hoc Securities Purchasers Committee stated that they would 

not directly or indirectly oppose the Plan, so long as no amendment is made to the Plan that in 

the opinion of the Ad Hoc Securities Purchaser::; Committee, in the good faith exercise of its 

discretion, would be materially prejudicial to the interests of the Ad Hoc Securities Purchasers 

Committee. 

58. The Ad Hoc Securities Purchasers Committee will not oppose a Plan which provides that: 

(i) all shareholder claims against SFC will be subordinated as ''Equity Claims" and released 

without consideration under the Plan; (ii) all former noteholder claims against SFC will be 

released without consideration under the Plan (other than a 25% interest in the Litigation Trust); 

and (iii) the quantum of the "Indemnified Noteholder Class Action Limit" in the Plan (as further 

discussed below) will be set at $150 million. 

59. As discussed below, the Plan preserves all of the aforementioned claims against defendants 

to lhe Class Action Claims (present or future) other than SFC, the Subsidiaries, the Named 

Directors and Officers or the Trustees under the Notes (the "Third Party Defendants''), subject in 

the case of any Indemnified Noteholder Class Action Claims to the Indemnified Noteholder 

Class Action Limit. 

60. SFC's existing shares will be cancelled pursuant to the Plan and the Plan Sanction Order. 

C. Auditors 

61. Since 2000 SFC has had two auditors: Ernst & Young LLP ("E&Y"), who acted as auditor 

from 2000 to 2004 and 2007 to 2012, and BDO Limited ("BDO"), who acted as auditor from 

2005 to 2006. 
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62. I understand from counsel to SFC that the auditors have asserted claims against SFC for 

contribution and indemnity for any amounts paid or payable in respect of the shareholder class 

actions, with each of the auditors having asserted claims in excess of $6.5 billion. In addition the 

auditors have asserted claims for payment of professional fees associated with SFC after the 

release of the Muddy Waters report, and generalized claims for damage to reputation. A 

sununary extract from E&Y's Proof of Claim is attached as Exhibit "H". A summary extract 

from BOO's Proof of Claim is attached as Exhibit "I". 

63. In the Equity Claims Decision, the Court stated at paragraph 84 that "the claims of E&Y, 

llDO and the Underwriters constitutes an 'equity claim' within the meaning of the CCAA. 

Simply put, but for the Class Action Proceedings, it is inconceivable that claims of this 

magnitude would have been launched by E&Y, BDO and the Underwriters as against SFC." 

64. The auditors and Underwriters appealed the decision to the Court of Appeal for Ontario. 

The hearing of that appeal was held on November 13, 2012. On November 23,2012, the Court 

of Appeal dismissed the appeal. Attached as Exhibit "J" is a copy of the reasons of the Court of 

Appeal. 

65. Consistent with the Equity Claims Decision and the Court of Appeal's dismissal of the 

appeal, the claims of the auditors for indemnity in respect of the shareholder class action claims 

are subordinated and are not entitled to vote or receive any distributions under the Plan. The 

auditors' claims for defence costs relating to the defence of shareholder class actions (which have 

not yet been determined to be equity or debt claims) arc treated as Unresolved Claims under the 

Plan. 
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66. The auditors have also asserted indemnification claims in respect of the class action claims 

against them by the fanner Notebolders. As these indemnification claims have not been 

detennined to be "equity claims", the Plan provides for these claims by placing Plan 

consideration in respect of the amount of these claims into the Unresolved Claims Reserve, to be 

distributed to the defendants if any of these claims become non-contingent Proven Claims. TI1e 

amount of these potential indemnification claims has been limited to a global limit of $150 

million by operation of the "Indemnified Noteholder Class Action Claim Limit" under the Plan, 

which limits the amount of the Indemnified Notcholder Class Action Claims against the Third 

Party Defendants to $150 million in the first instance. The Plan preserves the right to contest 

these indemnity claims, including the right to seek an order of the CCAA Court that these 

indemnification claims in respect of claims by former noteholders should be subordinated in the 

same manner as the indemnification claims in respect of the shareholders actions have been. 

67. The auditors have also asserted claims against the Subsidiaries for, among other things, 

indemnification in connection with the shareholder class actions. Those claims have tended to 

treat SFC and the Subsidiaries interchangeably or as one collective entity. These claims are 

released m1der the Plan jn the same manner as the N oteholders' guarantee claims against the 

Subsidiaries are released under the Plan. 

D. Underwriters 

68. In each instance where SFC has had a debt or equity public offering, such offering has 

been underwritten. The fo llowing fim1s have acted as SFC's underwriters and also have been 

named as defendants in the Ontario Class Action: Credit Su:isse Securities (Canada) Inc., Credit 

Suisse Securities (USA) LLC, TO Securities Inc., Dundee Securities Corporation, RBC 
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Dominion Securities Inc., Scotia Capital Inc., CIBC World Markets Inc., Merrill Lynch Canada 

Inc., Merill Lynch, Pierce, Fenner & Smith Incorporated, Cannacord Financial Ltd and Maison 

Placements Canada Inc. (the "Underwriters"). Certain of the Underwriters also are defendants in 

the New York class action. 

69. Like the auditors, the Underwriters have filed claims against SFC seeking contribution and 

indemnity for the shareholder class actions. A copy of a representative sample of a proof of 

claim filed by one of the Underwriters is attached as Exhibit "K". 

70. The Equity Claims Deci~>ion discussed above, upheld by the Court of Appeal for Ontario, 

applies equally to the Underwriters as it does to the auditors. Accordingly, the Underwriters' 

indenmity claims in respect of shareholder claims have been subordinated and are not entitled to 

vote or receive any distributions under the Plan. The Underwriters' claims for defence costs 

relating to the defence of shareholder class action, together with such claims of the auditors, are 

treated as Unresolved Oaims under the Plan. 

71. The Underwriters have also asserted indemnification claims in respect of the class action 

claims against them by the former Noteholders. For the same reasons and subject to the same 

terms as described above with respect to the auditors' indemnification claims, the Plan provides 

for these claims by placing Plan consideration in respect of the amount of these claims into the 

Unresolved Claims Reserve, limited to a global limit of$150 million by operation of the Plan. 

72. Certain of the Underwriters have also asserted claims against the Subsidiaries in 

connection with the four Note offerings. Ukc all other SFC-related claims against the 

Subsidiaries, these claims are released under the Plan. 
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80. By letter dated September 13, 2012, a copy of which is attached as Exhibit "N", counsel for 

OSC staff advised that OSC staff would not be seeking any monetary sanctions against SFC, and 

that they would oat seek monetary sanctions against any of the directo~ and officers of SFC in 

excess of CAD$1 00 million. This amount was later reduced to CAD$84 million, as set out in a 

further letter dated October 25, 2012, a copy of which is attached as Exhibit "0". 

F. Trade Creditors and Other Creditors 

81. As SFC is a holding company whose business is substantially carried out through its 

subsidiaries in the PRC and Hong Kong, SFC has very few trade creditors. The Monitor's 

Thirteenth Report explains that only three trade claims have been filed pursuant to the Claims 

Process Order. Other than a claim filed by the former Chief Financial Officer of SFC arising 

from the termination of his employment, I am not aware of any other creditors of significance 

that have filed claims pursuant to the Claims Process Order. 

IV. EFFORTS AND ACHIEVEMENTS IN ARRIVING AT A NEGOTIATED 
RESOLUTION 

82. The fimdamentol component of SFCs proposed restructuring, being a complete separation 

of the Subsidiaries and the Sino-Forest business from SPC in compromise of the claims asserted 

against SFC, has not changed since the commencement of these proceedings. 

83. As indicated above, SFC obtained the support of 72% of the N otcholders to its proposed 

restructuring at an early stage of this proceeding. On October 26, 2012, SFC also obtained the 

non-objection to the Plan of the Ad Hoc Securities Purchasers Committee. Significant efforts 

have been made to arrive at a consensual resolution with the other stakeholders described above. 

415 



25 

84. On July 25,2012, this Honourable Court issued a mediation order (the "Mediation Order"), 

on the consent of all parties, directing that a mediation take place on September 4 and 5, 2012. 

85. In advance of the mediation, SFC established a confidential data room, as contemplated by 

the Mediation Order. That data room made available to those parties to the mediation who 

signed non-disclosure agreements with SFC approximately 18,000 documents that had been 

assembled in order to potentially make them available to participants in the Sale Process and 

additional documents that were requested by the Ad Hoc Securities Purchasers Cmwnittee. 

86. The mediation took place on September 4 and 5, 2012. Justice Newbould acted as the 

mediator. While the mediation did not result in a global resolution, it is my understanding from 

counsel that all parties appeared to participate in good faith with a view to arriving at a 

consensual resolution. I am advised by counsel that there have been further discussions 

continuing among certain of the parties since the conclusion of the mediation, but those 

discussions have not resulted in a further settlement as at the date of the swearing of this 

affidavit. I am not aware of the specifics of the matters which may have been discussed by other 

parties to the mediation. 

87. Following the mediation, SFC conducted extensive negotiations with the Ad Hoc 

Noteholders, with the participation of the Monitor and its counsel, to produce the draft plan that 

was filed with the Court on October 19, 2012 (the "October 19 Draft Plan"). On October 26, 

2012, the Ad Hoc Securities Purchasers Committee confirmed that they would not object to the 

October 19 Draft PJan. 

88. As discussed above, SfC's main creditors consist of (i) the Noteholders and (ii) the Third 

Party Defendants who claim indemnity from SFC and its subsidiaries on a contingent basis, the 
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contingency being whether or not they are ultimately found to be liable in the shareholder and 

notehoJder class actions that are pending against them. 

89. As a result of the Equity Claims Decision, the Third Party Defendants' indemnity claims in 

respect of shareholder class action claims are subordinated equ1ty claims (leaving aside that they 

are contingent and contested in any event). With respect to the Third Party Defendants' 

indemnity claims in respect of the notebolder class action claims against them, these claims have 

now been limited to $150 million, collectively and in the aggregate for all Third Party 

Defendants, by operation of the Indemnified Noteholder Class Action Limit, which has limited 

the underlying claims by former noteholders against the Third Party Defendants to $150 million. 

As discussed, the Plan provides for these contingent, unresolved claims through the creation of 

the Unresolved Claims Reserve. 

V. THEPLAN 

A. Background and Overview 

90. On August 28, 2012, SFC brought a motion for an order approvmg the filing of the Plan 

(the "Plan Filing and Meeting Order') and for calling a meeting of creditors to vote on the Plan. 

I swore an affidavit in connection with that motion, a copy of which is attached without exhibits 

as Exhibit "P". 

91. On August 31, 2012, this Honourable Court issued the Plan Filing and Meeting Order as 

well as an endorsement stating that the Plan Filing and Meeting Order was made without any 

determjnatjon of (a) the test for approval of the Plan; (b) the validity or quantwn of any claims; 

and (c) the classification of creditors for voting purposes. The endorsement also stated that the 
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Plan Filing and Meeting Order did not prevent or restrict any party from opposing the Sanction 

Order now being sought. A copy of the endorsement is attached as Exhibit "Q". 

92. The Plan sets out to achieve the following purposes: 

(a) to effect a full, fmal and irrevocable compromise, release, discharge, cancetlation 

and bar of all Affected Claims; 

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

Proven Claims; 

(c) to transfer ownership of the Sino-Forest business to Newco and then to Newco II, 

in each case free and clear of all claims against SFC and certain related claims 

against the Subsidiaries, so as to enable the SFC Business to continue on a viable, 

going concern basis for the benefit of the A tfected Creditors; and 

(d) to allow Affected Creditors and Noteholder Class Action Claimants to benefit 

from contingent value that may be derived from litigation claims to be advanced 

by the Litigation Trustee. 

93. SFC believes that the Plan represents the best available outcome in the circumstances and 

that those with an economic interest in SFC, when considered as a whole, will derive a greater 

benefit from the impJementation of the Plan and the continuation of the business of Sino-Forest 

as a going concern than would result from a bankruptcy or liquidation of SFC and Sino-Forest. 

SFC also believes that the Plan reasonably takes into account the interests of the Third Party 

Defendants, who seek indemnity and contribution from SFC and its Subsidiaries on a contingent 

basis, in the event tha( they arc found to be liable to SFC's stakeholders. 
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94. Given that the Sale Process was not successful, tbe Plan contemplates that a riew compcmy 

and a fiuther subsidiary ("Newco" and "Newco II", respectively) will be incorporated and SFC 

will transfer substantially all of its assets to Ncwco in compromise and satisfaction of all claims 

made against it. The result will be that Newco will own, directly or indirectly, all of SFC's 

Subsidiaries and SFC's interest in Greenheart and its subsidiaries as well as any intercompany 

debts owed by the Subsidiaries to SFC. Pursuant to the Plan, as explained in further detail 

below, the shares ofNewco will be distributed to the Affected Creditors. 

95. The terms of the October 19 Draft Plan were described in greater detail in the Monitor's 

Thirteenth Report. This Plan was amended on November 2&, 2012. Attached as Exhibit "R" is a 

copy of the Plan, as amended. Attached as Exhibit "S" is a blacldinc comparison of the Plan to 

the October 19 Draft Plan filed with the Court. Attached as Exhibit "T" is a copy of the Plan 

Supplement dated November 21,2012 (the "Plan Supplement"). 

B. Distributions Under the Plan 

96. The Plan contemplates the distribution of (I) Newco Shares, (2) Newco Notes, aod (3) 

Litigation Trust Interests, each as further described below. 

1. Newco Shares 

97. Pursuant to the tenns of the Plan, Affected Creditors with Proven Claims are entitled to 

their pro-rata share of 92.5% of the Newco Shares and Early Consenting Noteholders also 

entitled to their pro-rata share of7.5% of the Newco Shares. 

98. As set out in Exhibit C to the Plan Supplement, Newco will be incorporated as an exempt 

company under the laws of the Cayman Islands pursuant to the Plan. It will have a single class 

of voting shares, being the Newco Shares. Newco is not, and there js no current intention for 
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Newco to become, a reporting issuer in any jurisdiction of Canada or elsewhere and the Newco 

Shares will not be listed on any stock exchange or quotation service on the Plan Implementation 

Date. The board of directors of Newco will initially consist of up to five directors that will be 

satisfactory to the Initial Consenting Noteholders. Thereafter, directors will be elected by 

shareholders on an annual basis at Newco's annual general meeting. Certain shareholders 

holding large blocks of shares will be entitled to elect directors. 

99. As set out in Exhibit C to the Plan Supplement, prior to the Plan Implementation Date, it is 

intended that Newco will organize Newco n as a wholly-owned subsidiary and an exempt 

company under the laws of the Cayman Islands, for the purpose of acquiring from Newco the 

SFC assets to be transferred by SFC to Newco on the implementation of the Plan. The purpose 

of this step is to organize Ne\vco (namely, Newco II) in a tax and jurisdictionally efficient 

manner for purposes of any subsequent sale of all or substantially all of Newco's assets (for 

example, Newco II will own all of the Direct Subsidiaries in a single jurisdiction, rather than in 

four separate jurisdictions). 

100. Newco will be named Evergreen China Holdings Ltd. and Newco II will be named 

Evergreen China Holdings II Ltd. 

2. Newco Notes 

I 01. Pursuant to the tenns of the Plan, Affected Creditors with Proven Claims are entitled to 

their pro-rata share of the Newco Notes. 

102. As set out in Exhibit D to the Plan Supplement (which defines the capitalized tenns used in 

this paragraph), Newco Notes in the aggregate principal amo\mt of US$300 million will be 

issued under an Indenture. They will be guaranteed by the Subsidiary Guarantors and secured by 
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pledges, mortgages and/or charges of the Collateral as described in Exhibit D to the Plan 

Supplement. Interest may be paid in cash or in PIK notes at rates prescribed in the Indenture and 

described in Exllibit D to the Plan Supplement. The Newco Notes will mature seven (7) years 

after the Original Issue Date, unless earlier redeemed pursuant to the terms thereof and tbe 

Indenture. 

3. Litigation Trust Interests 

103. Pursuant to the tenns of the Plan, Affected Creditors with Proven Claims are entitled to 

their pro-rata share of 75% of the Litigation Trust Interests and the Noteholder Class Action 

Claimants are enti tied to their pro-rata share of 25% of the Litigation Trust Interests. 

104. The Litigation Trus~ will hold the Litigation Trust Claims (each as defined in the Plan), 

which include all claims and actions that have been or may be asserted by or on behalf of (i) SFC 

against any and all third parties, and (ii) the Note Indenture Trustees (on behalf of the 

Noteholders) against any and all persons in connection with the Notes; provided that Litigation 

Trust Claims will not include claims released under the Plan or claims advanced in the Class 

Actions. 

105. The Litigation Trust will be governed by a Litigation Trust Agreement, a draft form of 

which was attached as Exhibit B to the Plan Supplement. The Litigation Trust will be funded by 

SFC with the Litigation Funding Amount, $1 million. Pursuant to the Plan, Newco may 

subsequently elect to advance additional funding to the Litigation Tmst. The Litigation Trustee 

(who has not yet been selected) will be charged with the responsibility to preserve and enhance 

the value of the Litigation Trust Assets (as defmed iu the Litigation Trust Agreement), through 

the prosecution, compromise and settlement, abandonment or dismissal of all claims held by the 
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Litigation Trust. In addition, the Plan contemplates that, prior to the Plan Implementation Date, 

SFC and the Initial Consenting Noteholders may agree to exclude one or more claims from being 

transferred to the Litigation Tmst in which case such claims will be released on the Plan 

Implementation Date. 

106. I am advised by counsel that the Litigation Trust Claims will be transferred to the 

Litigation Trust subject to the equities, limitation defences and other defences that otherwise may 

be asserted against SFC, and none of those equities, litigation defences and other defences are 

purported to be compromised by the Plan. 

107. SFC will also be transferring all respective rights, title and interests in and to any lawyer

client privilege, work product privilege or other privilege or immunity attaching to any 

documents or communications associated with the Litigation Trust Claims to the Litigation Trust 

for the benefit of the beneficiaries of the Litigation Trust. 

C. Reserves Established Under the Plan 

108. The Plan contemplates the establishment of the Administration Charge Reserve, the 

Unaffected Claims Reserve, the Unresolved Claims Reserve, and the Monitor's Post

Implementation Reserve. Notwithstanding that the initial Order created a Directors' Charge of 

$3.2 million, the Named Directors and Officers have agreed to stand back from making any 

claims against the Directors' Charge as part of the comprehensive arrangements inherent in the 

Plan agreed to by the Initial Consenting Noteholders such that the Plan no longer provides for a 

Directors' Charge Reserve. The Monitor's Thirteenth Report also describes the purpose of each 

of these Reserves. 
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109. The amount of the Administration Charge Reserve is $500,000 or such other amount as 

may be agreed to by the Monitor and the Initial Consenting Noteholders. The amount of the 

Unaffected Claims Reserve will be established on the Plan Implementation Date and is estimated 

to be $1,800,000. The amount of the Monitor's Post-Implementation Reserve will initially be 

$5,000,000 or such other amount as may be agreed by SFC, the Monitor and the Initial 

Consenting Noteholuers. 

110. Any funds remaining in the Administration Charge Reserve or the Unaffected Claims 

Reserve will be transferred to the Monitor's Post-bnplementation Reserve. The Monitor may, in 

its discretion, release excess cash from the Monitor's Post-Implementation Reserve to Newco. 

Once the Monitor detennines that the cash remaining in the Monitor's Post-Implementation 

Reserve is no longer necessary for administering SFC, the Monitor shall transfer the remaining 

funds to Newco. 

111. The Unresolved Claims Reserve will contain Newco Shares, Ncwco Notes, and Litigation 

Trust Interests in respect of any Unresolved Claims. It is expected that the Unresolved Claims as 

at the Plan Implementation Date will consist primarily of the contingent and unresolved 

indemnity claims against SFC by the Third Party Defendants in respect of (a) Class Action 

Indemnity Claims relating to the Indemnified Noteholder Class Action Claims, which have been 

Jimitcd to $150 million collectively and in the aggregate by operation of the consensual 

Indemnified Notebolder Class Action Limit; (b) $30 million in respect of unresolved claims for 

reimbursement of Defence Claim Costs; and (c) $500,000 in respect of unresolved claims filed 

by certain trade and other creditors, some of which have been accepted for voting pUiposes but 

not yet for distribution purposes. 
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112. Pursuant to the Plan and the Sanction Order, each of SFC, the Monitor, and the Initial 

Consenting Noteholders have reserved all rights to seek or obtain an Order at any time directing 

that any Unresolved Claims should be disallowed in whole or in part or should receive the same 

treatment as Equity Claims. The Plan and the Sanction Order provide that all parties with 

Unresolved Claims will have standing in respect of any proceeding to determine whether or not 

an Unresolved Claim constitutes a Proven Claim (in whole or in part) entitled to consideration 

under the Plan. 

113. The Plan Supplement also describes the establishment of SFC Escrow Co., which will act 

as the Unresolved Claims Escrow Agent. Subject to the terms of the Plan, SFC Escrow Co. will 

hold distributions in respect of any Unresolved Claim in existence at the Plan Implementation 

Date in escrow until settlement or final determination of the Unresolved Claim in accordance 

with the Claims Process Ord.er, the Meeting order, the Plan or otherwise, as applicable. 

1. lndemnifred Note/wider Class Actjon Claims 

114. As I discussed above, there is a component of the class action claims that relates to the debt 

issuances and, in some respect, some of the class action plaintiffs are fonner noteholders. 

Section 4.4(a) of the Plan makes clear that those claims, as against SFC, the Subsidiaries or !he 

Named Directors and Officers (other than those claims that are Section 5.1(2) D&O Claims, 

Conspiracy Claims or Non-Released D&O Claims) are fully, finally, irrevocably and forever 

compromised and released. However, these Noteholder Class Action Claims against Third Party 

Defendants are not compromised or released and may continue to proceed against the Third 

Party Defendants, provided that the Class Action Plaintiffs have agreed that the aggregate 

amount of such claims that may be asserted ogainst Third Party Defendants in respect of 

424 



34 

Indemnified Noteholder Class Action Claims shall not exceed the Indenmified Noteholder Class 

Action Limit, which has been established at a global amount of$150 million in the aggregate for 

all Third Party Defendants. 

115. The Indemnified Noteholder Class Action Limit was established after extensive and 

difficult negotiations and discussion spanning many months among the Ad Hoc Securities 

Purchasers Committee, the Ad Hoc Noteholdcrs and SFC. As a result of the limit, the maxim11m 

exposure of the Third Party Defendants with respect to Indemnified Noteholder Class Action 

Chums is, jn the aggregate, $150 million. Accordingly, the maximum potential indemnity claims 

of such Third Party Defendants against SFC are likewise limited to $150 million in the 

aggregate. Such contingent indemnity claims are treated as Unresolved Claims under the Plan, 

and the potential Plan consideration that could be distributed in respect of any such indemnity 

claims that could become Proven Claims will be held in escrow in the Unresolved Claims 

Reserve. 

2. Defence Costs 

116. The Equity Claims Decision, as affirmed by the Court of Appeal, did not detennine 

whether Defence Cost Claims of the auditors and Underwriters would be treated in the same 

manner as their indemnity claims against the company. Accordingly, the Plan treats Defence 

Cost Claims as Umesolved Claims, with the potential Plan consideration that could be 

distributed in respect of any such claims that could become Proven Claims to be held in the 

Unresolved Claims Reserve. 

42 5 



35 

D. Releases Under the Pl:ln 

117. The Plan includes releases for certain parties (the "Released Parties"), including certain 

current and fanner directors and officers of SFC (collectively, the "Named Directors and 

Officers11
). The identification of the Named Directors and Officers and the scope of the releases 

were heavily negotiated among various constituents as part of the negotiation of the Plan and 

f01m a fundamental element of the commercial deal embodied in the Plan. 

118. There are four main categories of claims against the Named Directors and Officers that 

will not be released pursuant to the Plan: 

(a) Non·Released D&O Claims, being claims for fraud or criminal conduct; 

(b) Conspiracy Claims; 

(c) Section 5.1(2) D&O Claims; and 

(d) Non·monetary remedies of the OSC. 

119. The Plan contemplates that recovery in respect of claims against the Named Directors 

and Officers of SFC in respect of any Section 5.1(2) D&O Claims and any Conspiracy Claims 

shall be directed to insurance proceeds available from the insurance policies maintained by SFC. 

120. SFC maintained director and officer insurance coverage in 2011 providing for a total of 

$60 million of coverage, which applies to both defence costs and any damages or settlements. 

The primary policy is provided by ACE lNA h1surance with a policy limit of $15 million, with 

excess layers provided by Chubb, ERIS (Lioyds) and Travelers (collectively, the "2011 

Insurance Policies"). Slightly in excess of$10 million ofthc $60 million limit has been paid out 
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on account of insured costs incurred by SFC and by other insured persons under the 2012 

policies. 

121. When the 2011 policies were not renewed after their expiry on December 31, 2011, SFC 

obtained coverage from other providers totalling $55 million for 2012 (the "2012 Insurance 

Policies"). The 2012 Insurance Policies contain a "prior acts" exclusion, and therefore are not 

available to respond to claims arising from the Muddy Waters allegations. 

122. Both the 2011 Insurance Policies and 2012 Insurance Policies provide for three types of 

coverage: (a) director and officer liability; (b) corporate liability for indemnifiable loss; and (c) 

corporate liability arising from securities claims. The insurance policies are subject to a number 

of exclusions, and contain coverage and claims limits. 

123. In addition to the release of the Named Directors and Officers, and advisors involved in 

these proceedings, the Plan provides for releases of all claims relating to claims against SFC that 

may be made against the Subsidiaries. As I explained in my Initial Order Affidavit, while SFC is 

a holding company, the "business" of SFC is conducted through the Subsidiaries (which are not 

CCAA applicants). 

124. There can be no effective restructuring of SFC's business and separation from its 

Canadian parent (which SFC has said from the outset was the objective of the corrunencement of 

these proceedings) if tbe claims asserted against the Subsidiaries arising out of or connected to 

claims against SFC remain outstanding. Just as the claims of the Noteholders against the 

Subsidiaries are to be released under the Plan upon implementation, so are the other claims 

against the Subsidiaries which relate to claims asserted against SFC (as well as any claims that 

the Subsidiaries have against SFC). 
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VI. THE MEETING 

125. The Plan Filing and Meeting Order sets out the procedure for the calling and conduct of the 

meeting of creditors to vote in respect of the Plan. 

A. Meeting Materials, Notice~ and Mailing 

126. The Plan Filing and Meeting Order approved the forms ofinformation Circular, Notice to 

Affected Creditors, Ordinary Affected Creditors' Proxy, Noteholders' Proxy, Instructions to 

Ordinary Affected Creditors, Instructions to Registered Noteholders, Instructions to Unregistered 

Noteholders and Instructions to Participant Holders (collectively, the "Meeting Materials"). A 

copy of the Meeting Materials is attached as Exhibit "U" . 

127. The Mailing Date set out in the Plan Filing and Meeting Order was to be no later than 

September 20, 2012, provided that such date could be extended by the Monitor with the consent 

of SFC and the Initial Consenting Noteholdcrs. The Mailing Date was ultimately set as October 

24,2012. 

128. A separate order was obtained by the Monitor on October 24, 2012 (the "Revised 

Notebolder Mailing Process Order") to effect a more efficient process for the mailing of the 

Meeting Materials to the Noteholders. A copy of the Revised Notcholder Mailing Process Order 

is attached as Exhibit "V". 

129. The Monitor has set out in its Thirteenth Report how the Plan Filing and Meeting Order 

was complied with and how notice was effected as required. 
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130. The Plan Filing and Meeting Order permits SFC, with the consent of the Monitor to 

amend, restate, modify and/or supplement any of such materials, subject to the terms of the Plan, 

provided that the Monitor, SFC or the Chair shall communicate the details of any such 

amendments, restatements, modifications and/or supplements to Affected Creditors present at the 

Meeting prior to any vote being taken at the meeting, among other things. 

131. The Plan Supplement was distributed in accordance with the terms of the Plan Filing and 

Meeting Order to Affected Creditors. The Plan (as amended on November 28, 2012) was 

provided to the CCAA service list as well as posted on the Monitor's website on November 28, 

2012. 

132. Based on information provided to me by counsel and by the Monitor in its Thirteenth 

Report, I believe that SFC has complied with all requirements in the Plan Filing and Meeting 

Order with respect to the mailing of the Meeting Materials. 

B. The Meeting 

133. The Plan Filing and Meeting Order authorized SFC to call tbe Meeting and to hold and 

conduct the Meeting on the Meeting Date at the offices of Bennett Jones LLP, 3400 One First 

Canadian Place, Toronto, Ontario, for the purpose of seeking approvaJ of the Plan by the 

Affected Creditors with Voting Claims at the Meeting in the manner set forth in the Plan Filing 

and Meeting Order. 

134. The Meeting Date was set to be November 29, 2012, and this was communicated to 

Affected Creditors in the Meeting Materials. Further changes to the Plan resulted in the Meeting 

Date being extended to November 30, 2012. SFC issued a press release announcing this 
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extension, and the Monitor's cmmsel also communicated the fact of the extension by way of 

email to the Service List. The location of the Meeting was moved to the offices of Gowling 

Lafleur Henderson LLP, counsel to the Monitor, at 1 First Canadian Place, 100 King Street 

West, 16th Floor, Toronto, Ontario. 

135. The outcome of the Meeting will be reported in a further report by the Monitor prior to the 

Sanction Order hearing. 

C. Entitlement to Vote and Classification of Creditors 

136. The voting process is described in some detail in the Monitor's Thirteenth Report. By way 

of general overview only, the Plan Filing and Meeting Order provides that the only Persons 

entitled to vote at the Meeting are the Beneficial Noteholders with Voting Claims that have 

beneficial ownership of one or more Notes as at the Voting Record Date (August 31, 2012), and 

Ordinary Affected Creditors with Voting Claims as at the Voting Record Date. 

137. The Plan Filing and Meeting Order provides that each AiJected Creditor with an 

Unresolved Claim could also attend the Meeting and is entitled to one vote at the Meeting in 

respect of such Unresolved Claim. The Monitor is required to keep a separate record of votes 

cast by Affected Creditors with Unresolved Claims and to report on such vote at the Sanction 

Hearing. 

138. The Plan Filing and Meeting Order provides that each of the Third Party Defendants is 

entitled to vote as a member of the Affected Creditors Class in respect of any Class Action 

Indemnity Claim that it has properly filed in respect of the Indemnified Notebolder Class Action 

Claims, provided that the aggregate value of all such claims shall, for voting purposes, be 
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deemed to be limited to the amount of the Indemnified Noteholder Class Action Limit. The 

Monitor is required to keep a separate record of votes cast by the Third Party Defendants in 

respect of such Class Action Indemnity Claims and to report to the Court witb respect thereto at 

the Sanction Hearing. 

139. The Plan Filing and Meeting Order provides that the following Persons do not have the 

right to vote at the Meeting: Unaffected Creditors; Noteholder Class Action Claimants; Equity 

Claimants; any Person with a D&O Claim; any Person with a D&O Indemnity Claim (other than 

a D&O Indemnity Claim in respect of Defence Costs Claims or in respect of the Indemnified 

Noteholder Class Action Claims); any Person with a Subsidiary Intercompany Claim; and any 

other Person asserting Claims against SFC whose Claims do not constitute Affected Creditor 

Claims on the Voting Record Date. 

VII. STEPS TAKEN AT THE OSC WITII RESPECT TO PLAN STEPS 

140. The mailing of the Meeting Materials, the holding of the Meeting, and the steps 

contemplated to implement the Plan could have individually or collectively constituted an act in 

furtherance of a trade, which would have been contrary to the TCTO f"IISt made by the OSC on 

August 26, 2011. 

141. To avoid that result, SFC sought and obtained two orders of the OSC to vary the TCTO. 

First, on September 18, 2012, the OSC issued an order varying the TCTO to permit the 

distribution of the Meeting Materials as contemplated by the Plan Filing and Meeting Order. A 

copy of the September 18,2012 order is attached as Exhibit "W". 
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142. Second, on October 26, 2012, the OSC issued an order varying the TCTO to pennit: (a) the 

holding of the Meeting; and (b) the CCAA Plan Trades and all acts in furtherance thereof, other 

than CCAA Plan Trades required to give effect to an Alternative Sale Transaction, provided that 

the requisite creditor approval is obtained, this Honourable Court issues a sanction order, and 

SFC has complied and is in compliance with the terms of all CCAA court orders. A copy of the 

October 26, 2012 order is attached as Exhibit "X". 

143. As a result, except in the circumstances where an Alternative Sale Transaction was being 

pursued, there are no further regulatory requirements that relate to the OSC that are needed to 

effectuate the transactions contemplated in the Plan, other than an order from the OSC and other 

provincial securities regulators for a decision that SFC is not a reporting issuer effective as of the 

implementation date of the Plan. If granted, that order would result in SFC and Newco not being 

reporting issuers in Ontario or any other province in Canada following the implementation date 

of the Plan. 

Vlll. PLAN SANCTION 

A. SFC Has Complied with the CCAA and the Orders Granted in these Proceedings 

144. As 1 explained in my Initial Order Affidavit and as was found by this Honourable Court 

in its endorsement on the Initial Order, a copy of which is attached as Exhibit "Y", SFC is a 

"debtor company" under section 2 of the CCAA. It is a "company" continued under the CBCA 

that has debts far in excess of the CDN $5 million statutory requirement, and is insolvent with 

liabilities to creditors far exceeding CDN $1 ,000. 
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145. Since the commencement of these proceedings, SFC has complied with the provisions of 

the CCAA, the Initial Order and all subsequent Orders of the Court granted in these proceedings. 

I am not aware, and I am advised by counsel that they are unaware, of any steps taken by SFC 

that are not authorized by the CCAA. 

146. Tius Honourable Court has been kept up to date with regular updates provided in 

affidavits that I have sworn and in reports of the Monitor that have been flied with the Court. In 

particular, SFC made full and timely disclosure of, among other things: (a) developments 

occurring at the OSC and with OSC Staff; (b) steps taken by SFC in response to various 

developments in SFC's business, including a number of departures of senior management 

personnel at SFC; (c) the efforts to negotiate a global resolution of issues among all stakeholders; 

(d) the efforts to market the assets of SFC pursuant to the Sale Process Order; and (e) 

developments in SFC's business, including the difficulties SFC has experienced in realizing upon 

and recovering receivables from third parties. 

147. Accordingly, after consulting with counsel and reviewing the documents described 

above, I believe that all steps taken by SFC since the inception of this proceeding have been 

authorized by the CCAA. 

B. The Plan is Fair and Reasonable 

148. Since the Muddy Waters report was issued on June 2, 2011, SFC has expended 

oonsiderable efforts and resources examining alternatives to find the best possible resolution to 

the issues facing the company described above. 
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149. Prior to filing for the protection under the CCAA, SFC did everything within its power to 

avoid the defaults that ultimately forced it to commence insolvency proceedings. However, as 

described above and in my Initial Order Affidavit, SFC was in default under certain of the Notes 

as a result of being unable to issue 2011 third quarter financial statements. While waivers of 

such defaults were obtained for a period of time, those waivers were set to expire at the end of 

April, 2012 and the Noteholders, with the guarantees and share pledges described above, would 

have been in a position to enforce their rights under the Note Indentures. Any alternative to the 

commencement of CCAA proceedings would have risked the immediate cessation of the Sino

Forest business resulting in significant detriment to SFC's stakeholders. 

150. As previously discussed, following the commencement of these CCAA proceedings, SFC 

conducted a court supervised Sale Process to detennine whether there was a potential purchaser 

willing to purchase the assets of SFC for the Qualified Consideration. With the assistance of 

Houlihan, the market was thoroughly canvassed and no such bidder could be found. In 

accordance with the Sale Process Procedures, SFC tenninated the Sale Proct:ss and proceeded 

towards developing the Plan to implement the Restructuring Transaction. 

151. The Plan that will ultimately be put to Affected Creditors at the Meeting was the subject 

of significant and extensive negotiations. In negotiating the Plan, the Board of SFC considered 

the interests of all stakeholders of SFC. Alternatives were explored throughout the negotiations, 

and the Plan was the product of such negotiations. I do not believe that there are other viable 

alternatives that would have been acceptable to SFC and its creditors. The Plan represents the 

best available alternative remaining in these proceedings, and provides a better result for SFC's 

creditors than could be achieve through a bankruptcy or liquidation. 
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152. As discussed above, SFC is a holding company and the Sino-Forest busjoess is held 

through the Subsidiaries. To recover any value in a bankruptcy or liquidation scenario, creditors 

would need to realize upon the assets where they are residenl The majority of SFC's business 

operations are located in the PRC, and the majority of SFC's forest plantations are located in the 

southern and eastern regions of the PRC, primarily in inland regions suitable for large-scale 

replanting. Other jurisdictions where bankruptcy or liquidations would need to take place would 

be in Hong Kong or the British Virgin Islands (the ''BVI"). 

1 53. Beyond the legal hurdles of effecting any bankruptcy or liquidation in these various 

jurisdictions, any of SFC's creditors seeking a liquidation in the PRC, Hong Kong or BVI, will 

be confronted with significant difficulties in collecting receivables as has been detailed by the 

Monitor in its earlier reports and which I described during my cross-examination on an earlier 

report and in dealing with the substantial claims that have been asserted against the Subsidiaries 

as identified in the claims process. Significant efforts have been expended by Sino-Forest over 

the past several months to recover its receivables, and notwithstanding long-standing 

relationships with many of the parties owing such amounts, SFC has largely been unsuccessful. 

The ability of third party creditors of a Canadian parent company (or a liquidator appointed 

outside of the PRC in respect of the Subsidiaries) to collect such receivables in these various 

regions is speculative, at best. 

154. Any creditors in a banlcruptcy or liquidation scenario in these various jurisdictions would 

also have significant challenges in monetizing any of the assets of the Subsidiaries, given the 

challenges in establishing title capable of being transferred to a buyer that have been described in 

the reports of the Independent Committee, my earlier affidavits and certain reports of the 

Monitor. Even if such assets were successfully monetized, insofar as such assets arc located in 
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the PRC, creditors would be faced with the numerous legal and regulatory issues associated with 

removing funds from the PRC. 

155. Any liquidation or bankruptcy of SFC, through its Subsidiaries, would result in loss of 

value to the creditors of SFC and its Subsidiaries as a going concern. As I have testified on a 

number of occasions, significantly greater value can be obtained through the Sino-Forest 

business continuing as a going concern than could be obtained through piecemeal dismantling of 

the enterprise through a bankruptcy or liquidation. 

156. In developing the Plan, I do not believe that SFC or the Board bas acted in a manner that 

unfairly disregards, or is unfairly prejudicial to, or oppresses the interests of any stakeholders. It 

is not unfair for shareholders to not receive any distribution under the Plan given that there are 

insufficient funds to satisfy the claims of SFC's creditors. The treatment of shareholder claims 

and related indemnity claims is fair and consistent with the Equity Claims Decis-ion, as affinncd 

by the Court of Appeal. As I have described above, a sizeable majority of the Noteholders have 

agreed to support the Plan, and the Ad Hoc Securities Purchasers Committee and the Quebec 

Class Action Plaintiffs have stated that they wm not oppose it. To the extent that certain claims 

are Unresolved Claims at the time of the Plan's implementation, such claims are provided for 

through the creation of the Unresolved Claims Reserve, which will preserve the potential Plan 

Consideration in respect of such claims, to the extent that any of them (or any part of any of 

them) becomes a Proven Claim. 

157. SFC has stated from the outset of these proceedings that it is necessary to have a clean 

break for the Subsidiaries from SFC in order for these proceedings to be successful. The primary 

purpose of the CCAA proceeding was to extricate the business of Sino-Forest, through the 
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operation of SFC's Subsidiaries, from the cloud of uncertainty surrounding SFC. Accordingly, 

there is a clear and rational connection between the release of the Subsidjaries and the Plan and it 

is difficult to see how any viable plan could be made that does not cleanse the Subsidiaries of the 

claims made against SFC. The Subsidiaries are effectively contributing their assets to SFC to 

satisfy SFC's obligations under their guarantees of SFC's Note indebtedness, for the benefit of 

the Affected Creditors (the Subsidiaries are not asserting against SFC for doing so, and in fact 

are releasing SFC from any such claims and guaranteeing the Newco Notes). 

158. The Plan will enable SFC to achieve a going concern outcome for the business of Sino

Forest that fully and finally deals with debt issues and will extract the business of Sino-Forest 

from the uncertainties surrounding SFC. The Plan will provide stability for Sino-Forest's 

employees, suppliers, customers and other stakeholders, and provide a path for recovery of the 

debt owed to SFC's non-subordinated creditors. 

159. The Plan preserves tlte rights of aggrieved parties, including SFC, to pursue those parties 

that are alleged to share some or all of the responsibility for the problems that caused SFC to file 

for CCAA protection in the first place. Releases are not being granted to individuals who have 

been charged by OSC staff, or to other individuals against whom the Ad Hoc Securities 

Purchasers Committee wishes to preserve litigation claims. 

160. The Named Directors and Officers group consists principally of Board members and 

members of management who have been important to efforts to avoid note defaults and later to 

facilitate SFC's restructuring efforts. It also included some individuals formerly associated with 

SFC who, to SFC's knowledge, are not implicated in any conduct issues. The Named Directors 

and Officers are Andrew Agnew, William E. Ardell, James Bowland, Leslie Chan, Michael 
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Cheng, Lawrence Hon, James M.E. Hyde, Richard M. Kimel, R. John (Jack) Lawrence, Jay A. 

Lefton, Edmund Mak, Tom Maradin, Simon Murray, James F. O'Donnell, William P. Rosenfeld, 

Peter Donghong Wang, Garry West, Kee Y. Wong, and me. 

161. I have described above the steps taken to investigate conduct issues, avoid note defaults 

and ultimately to facilitate the restructuring efforts. These efforts would not have been possible 

without the active participation of the Board and members of remaining management. 

162. In addition to these positive efforts, the Board also dealt with conduct issues as facts 

came to light. As described above, certain individuals were placed on administrative leave 

following late August 2011 . As described in prior affidavits, since the commencement of these 

CCAA proceedings, Allen Chan, Alfred Hung, George Ho, Simon Yeung, Albert Ip, and David 

Horsley have ceased to be employed by Sino-Forest. Other less senior employees also have 

ceased to be employed by Sino-Forest. 

163. Finally, a release of the Named Directors and Officers is necessary to effect a greater 

recovery for SFC's creditors, rather than preserve indemnification rights and dilutive 

participation entitlements tor the Named Directors and Officers. 

164. For the reasons discussed above, SFC believes that the Plan provides a fair and 

reasonable balance among its stakeholders while providing the ability for the Sino-Forest to 

continue as a going concern for the benefit of stakeholders. 

165. As I have explained in several prior affidavits, to achieve a going concern outcome for 

the business of Sino-Forest, SFC cannot remain in CCAA for much longer. There have already 

been considerable strains on Sino-Forest's business relationships and the company's ability to 
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collect very sizable accounts receivable have been significantly constrained by the fact of these 

insolvency proceedings. Moreover, as indicated by the Monitor's Thirteenth Report and the 

proposed cash flow forecast in the Monitor's Twelfth Report, while SFC bas sufficient cash to 

exist to February 1, 2013, SFC' s cash position is being rapidly depleted and SFC \viii likely have 

insufficient funds to continue operating in these CCAA proceedings for any extended period of 

time beyond February 1, 2013. 

166. Subject to obtaining approval of the Plan by the requisite majority of Affected Creditors 

with Proven Claims at the Meeting, for the reasons stated above, I believe that the Plan is 

appropriate and should be sanctioned by this Honourable Court. 

SWORNBEFORE ME at tbe City of Hong 
Kong, Special Administrative Region, 
People's Republic of China, this 29tb day of 
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ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

Court File No. 

IN THE MATTER OF THE COMPANIES' CREDITORS 

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

AND IN TI-IB MATTER OJ? A PLAN OF COMPROMISE OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn M~trch 30, 2012) 

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

Republic of China, MAKE OATH AND SAY: 

I ' 

1. I am the Vice~Chuirman tmd Chief Executive Officer of Sino~ Forest Corporation (11SFC11
). 

1 therefore have personal knowledge of the matters set Otlt below, except where otherwise stated. 

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

believe such infol'mation to be true. 

2. This affidavit is swom in support of an application by SFC fo1· an initial order (the 11Initial 

0rder11
) ptli'S\lant to the Companies' Creditors Arrangement Act (the 11 CCAN1

), a sale process 

order (the 11Sale Process Order") and other l'equested relief. In preparing this affidavit, I have 

consulted with other members of SFC's senior management team <md, whet·e necessary, members 

of the senior management teams of cet1ain of SPC's subsidiaries. 
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3. All re-ferences to do'llar amounts contained in this affidavit are to United S.tates Dollars 

unless otherwise stated. 

l, OVERVIEW 

4. SFC is a Canadian corporation and is the diz·oct or indirect parent of approximateJy 140 

St1bsidinries, the majority of which arc incorporated in the People's Republic of China (the 

"PRC11
). The terms "S·ino~Forest Companies11 and 11SinowFoJ·est11 refe1· to the global enterprise ns 

a whole (but, fo1· greater certaintyt do not incJude the Greenheart Group, defined below). 

5. SinowPorest is a major integmted forest plantation operator and forest products company, 

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

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

engineeredwwood products. The m~Ol'lty of Sino~Fol'est's plantations are located in the southern 

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

6. SinowJi'orest1S business operations are mainly in tbe PRC with corporate offices in Hong 

Kong and Ontario, Canada. 

7. On June 2, 2011, Muddy Waters, LLC (11Muddy Waters"). which held a short position on 

SFC1s shares, published a report (the 11MW Report11
) alleging that Sino~Forest, amo.ng othe1· 

things, was a 11near total fraud 11 and a 11Ponz.i scheme.11 S·FC's board of directors (the 11Board11) 

appointed an independent con:lJnittee (the 111C 11
) to investigate the Muddy Wuters allegations. 

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

the MW Report hus had a l'ipple effect in causing substantial damage to SFC, its business, and 

future prospects for viability. A<> part of the fallout from the MW Report, (i) SFC now finds 
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itself ombmiJed in multiple class action proceedings across Canada and in the U.S, 1 (ii) SFC is 

tho subject of Ontario Securities Commission C10SC"), Hong Kong Securities and Funu·es 

Commission (11HKSPC 11
), and Royal Canadian Mounted Police (I'RCMP") investigations, and 

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

release of SFC's third qua11er 2011 financial statements (the "Q3 Results 11
) until certain issues 

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

9. Significantly, SFC's Inability to flle Its Q3 Results resulted In a default under Its note 

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

billion In notes iss·ued by SFC and guaranteed by many oflts subsidiaries, 

10, Following extensive discussions with an ad hoc committee of noteholders (the 11 Ad Hoc 

Noteholdel's"), holders of a mt\Jority in principal amount of SFC1s senior notes agreed to waivo 

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

tel'ms and conditions that we1·e set forth in waiver agreements between certain of the noteholders 

and SFC, which wel'e made publicly ~wailable on January 12, 2012 and are attached as Exhibit 

uA". 

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

indentures from acoelerating and enforcing the note indebtednes~ as a resuit of SFC's failure 1o 

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

earlier termination of the waiver agreements in accordance wlth their terms. In addition, SFC1s 

pending failure to file its a·udited financial statements for its fiscal year ended December 31, 

2011 (the 112011 Results11
) by March 30, 2012 will again p1.1l the indent~wc trustees In a position 
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to accelerate and enforce the bond indebtedness, creating additional uncertainty around Sino~ 

Forest's business. 

12, SFC has made considerable efforts to address issues Identified by SFC's Audit Committee 

and the IC and by Its external auditor, Emst & Ym.mg LLP, as requiring resolution in order for 

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

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

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

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

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

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

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

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

restructuring of its business, and entered into a support agreement (the 11Support Agreement11) on 

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

the notes. The Suppo11 Agreement contemplates, and in fact provides an incentive fo1·, additional 

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

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

ulUmately sign up to the Support Agreement. 

15. The Support Agreement provides that .SFC will pursue a plan of arrangement o1· 

compromise (the 11Plan11
) on the tenns set out in the Support Agreement in order to implement 

the agreed-upon restlucturing transaction as part of this CCAA proceeding which would> among 

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

444 



5 

be owned primarily by the notcholder.s ("SF Newco''), (ii) provide stukeholders of SFC with 

claims rankjng behind the noteholders (the 11Junlor Con~tituents11) with certain participation 

l'ights in SF Newco, ~:md (Iii) create (and proviae funding for) a framework far the prosecution of 

certain litigation claims for the benefit of ce11ain of SFC's stakeholders. The agreement also 

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

its notes ln favour of the Plan at any meeting of creditors. 

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

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

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

parties to the S.uppo.rt Agl'eement. 

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

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

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

though the noteholders may not be paid in fu ll) as an alternative to tho SF Newco restructuring 

transaction between SFC and its notcholders, described above. 

18. A redacted copy of the Support Agreement (redacted to preserv.e conf1dentiality of the 

parties only) Is attached as Exhibit "D" and will be posted on SEDAR and the proposed 

monitor's website at http://cfcanada.fticonsulting.com/sfc. 

19. As described in greater detail be!GW, SFC's b\lSincss operations are primarily in the PRC 

and are held by SFC through intermcdiatt:: holding companies incorporated (for the most pat1) in 

either the British VIrgin Islands C'BVI") or Hong Kong. Most of these intermediate holding 

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

Fol'est's business has been severely cm1ailed, and Sino-Forest's ftbility to grow its business has 

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

development of the b\1siness and uniock the value of its asset base for the bene-fit of its 

stakeholders. Furthe1~ although the PRC govemment has been generully cooperative and 

tmcouraging of Sino-Forest to date, it has expressed increasing concern as to the future of Sino

Forest in the PRC. As discussed below, the ongoing suppot1 and rel~tionship with the PRC 

government (on all levels) is cruc-ial to Sino-Forest's opet'ations. 

21. Among other thfngs, the Sino-Forest Companies a1~e (i) having a difficult time maintaining 

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

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

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

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

that, if Sino-Forest1s business is to be snved In a manner beneficial to SFC's stakeholders, it is 

imperative that SFC take steps to demonstrate that Sino~ Forest's business is being separated from 

the uncertainty created by the MW Report. 

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

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

going concern and thus the inherent value of the enterprise. 

23. This application has been authorized by the Bonl'd. 

~· 46 
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II. PERSONAL DACKGROUN)) 

24. I began my oa1·eer with PricewaterhouseCoopors in 1979. In 1982 I joined Tl'lzec 

Corporation Ltd, C'Trlzec"), a Toronto Stock Exchange (11TSX11
) listed commercial real estate 

company then controlled by the Brascan Group, During my 13 years with the grm.1p of 

companies contl'olled by the Brascan Group, I held seve1•al senior positions, including Vice 

President, Finance and Tt·eusuJ-er ofTrizec, Executive Vice Pa·esident and Chief Financial Officer 

of B1·ookfield Development Corporation, and President and CEO of Trilon Sec1.nities 

Corpo1~ation. 

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

Senio1· Executive Vice President, Chief Financial Officer and Chief Operating Officer, and a 

member of tho company's board of directors. 

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

A!Hanoe Atlantis Communications Inc, ("Alliance Atlantis"), then Canacta•s leading 

entettainment and broadcasting company that was then listed on the TSX and on the NASDAQ. 

I oeasod to be an executive and employee of Alliance Atlantis in 2005 due to hea-lth reasons and 

thereafter acted as a consulttmt to Alliance Atlantis untll 2007. 

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

external director. I was appointed Lead Director in 2007, a position I held until June 2010, when 

I became an employee of SFC responsible for its twquisition of Grcenhea11 Group Limited 

(Bermuda) (11GreenJ1eart") and its subsidiaries (collectively, the ''Greenhcart Group"). At that 

time I became Executive Vice~Chairman of SFC and> following SFC's acguisition of a majority 

interest in Greenheart in Aug\.lst 2010, I became the CEO and an Executive Dit·ector of 
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Greenheart and in 20 II was appointed Chairman, of Greenheart. On August 26, 20 II, I was 

appointed as CEO of SFC. I have llved and worked out of Hong Kong since b~oming an 

employee ofSFC in 2010, 

III. SlNO-FOREST CORPORATION 

A. Overview 

28. SFC was formed undel' the Business Corporations Act (Ontario) 1.1pon the amalgamation of 

Mt. Kearsuge Minerals Inc, and t 028412 Ontario Inc. pursuant to articles of amalgamation dated 

March 14, 1994. The a1ticles 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 SFGs 

class A subot:dinate-voting shares and SFC's class B ml.lltiple-voting shares, 

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

Corporaftons Act (the "CBCN'). On June 22, 2004, S:FC filed at1icles of amendment whereby 

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

multiplewvoting shares were eliminated. A copy of the atilcles of continuat1ce referred to above 

is attached as Exhibit "C''. 

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

year preceding the application for fhc Initial Order are attached as Exhibit "D''. ln considering 

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

press releas~, a copy of which is attached us Exhibit "E", that its historic financial statements 

(upon which portions of this affidavit ure based) and r-elated audit reports should not be relied 

upon, Tbe circumstances giving rise to the press release are discussed below. 
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31. Attached f\S Exhibit 11F11 Is a copy of the management-prepared unaudited financial 

statements for the thit·d quarter of 201 1. These smtements have not been approved by SFC's 

A lldit Committee GJ' the Board and ru·e subject to the Jirnit~1tlons described in the January 10, 

2012 pl'ess release. Moreover, they have not been subject to the same level of Internal and 

external review and analysis as SFC's prior annual audited and quru·terly financial statements. 

These financinl unaudited statements have not previously been publicly disclosed. 

32, Sino-Forest is a publicly llsted major integrated fo1·est plantation operator and forest 

products company, with assets predominantly in the PRC. tts principal b\lsinesses include the 

sale of standing tlmber and wood logs, the ownel'ship and management of forest plantation tl'ees, 

and the complementary manufactu1·ing of downst1·emn engineered-wood products, As at 

December 31, 2010, Sino-Forest reported npproximntely 788,700 hectares of forest plantations 

under management, located primarily in the southem and eastem regions of the PRC. 

33. In addition, SFC holds an lndlrect majority Interest in Oreenhea11, a Hong Kong listed 

invesnnent holding company, which, togethet· with its subsidialies, as at March 31, 20 I 1, owned 

certain rights and marmged approximately 312,000 hectares of hardwood forest concessions in 

the Republic of Sul'iname ( 11Surim~me11 ) and 11 ,000 hectares of " radiata pine plantation on 

13,000 hectares offreehold land in New Zealand. 

34. While Greenheart is nn indirect subsidinry of S.FC, it has its own distinct operations and 

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

Om up nnd SFC opemte O\.lt of sepm·nte office buildings in Hong Kong. 

35. Greenl1eeu1 Group was not implicated in the allegations made agninst Sino .. Forest by 

Muddy Waters on June 2, 20 II, discussed below. As such, the Grecnheart Group and matters 
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relating thel'eto are not intended to be affected by or incJ:uded in this proceeding. Greenheart 

Gro\.Jp has nevertheless been Impacted by the .allegaUons made against Sino-Forest. Among 

other things, Oreenheart Group has previously relied on funding from SFC and could be 

ncgative·ly impacted if SFC's b·usincss ceases to operate us a going concern, This in turn could 

negatively impact the value of SFC's Investment in Oreenheart. 

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

\mder the symbol 11TRE11
, SFC's registered office is in Mississauga, Ontario and its principal 

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

three of Its external directors. 

37. SFC has issued fou1· series of notes which have a combined principal amount outstanding 

of approximately $1.8 billion. Two o1' the series of notes al'e supported by guarantees from 64 of 

SFC's subsidiaries (none of which are incorporated in the PRC), and the other two serles of notes 

are supported by guarantees ft•om 60 of those same subsidiaries and share pledges from 10 of 

those same S\lbsidiaries. 

3B. Certnin other Sino~Forest Companies have their own distinct banking facilities which are 

not intended to be affected by or inch1ded in this proceeding. In particular> none of the 

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

intended to be affected by or included in this proceeding. 

B. CorpQrl\te Structure 

39. Sf?C is the so'le shareholder of Sino-Puncl Holdings Limited (incorporated in the BVI), 

Sino~Giobul Holdings Inc. (lncol'porated in the BVI), Sino-Panel Corporation (incorporated in 

Canada), Sino-Wood Partners Limited (incorporated in Hong Kong), Sino-Cupltal Global Inc. 
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(incorpo1·ated in the BVI), and Sino~Forest International (Barbados) Corporation (incorporated in 

Barbados). SFC also holds all of the preference shares of Sino-Porest Resou1·ces Inc. 

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

subsidiaries. A copy of the Sino-Forest COI'])OJ'ute organization chm·t is attached as Exhibit "G" 

(which includes certain major subsidiaries ofGreenhetut), 

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

(with 12 branch companies), 58 BVI incorporated entities, 7 Hong Kong incorporated entities, 2 

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

addresses is &ttached as Exhibit "H11 (which does not include subsidiaries of Greenheart, but does 

contain Sino-Forest branch companies). 

C. Capitnl Str11cturu 

1. Equity 

41. The authorized share capita:f of SFC consists of an unlimited number of common shal'es 

and an unlirnhed number of pl'eference shares issuable in series. Each holder of comm0n shares 

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

class of shares. 

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

declared by the Board. Holders of common shares are ulso entitled to pa1·ticlpate in any 

distribution of net assets upon liqttidation, dissolution Ol' winding-up on an equal basis per share. 

There are no pre~emptive, redempUon, retraction, purchase or conversion rights attaching to the 

common shat·es, 
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43. As at June 30, 2011, a total of 246,095,926 common shares wet'e Issued and outstanding. 

No preference shares have been issued. 

z. Debt 

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

rnatme flt various times between 2013 and 2017. The note indenture fat• each series of notes 

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

holders11 clause. Other than the debt outstanding undel' the notes, SFC does not have any 

significant levels of normal course payables. 

(a) 2017 Senior Notes 

45. On October 21, 2010, SFC issued guaranteed seniot• notes in the principal tlmount of $600 

million. These notes mature on October 21, 2017, and interest Is payable semi~annually, on 

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

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

from I 0 of those same subsidiaries. A copy of the relevant indenture is attached ns Exhibit 111", 

(b) 2016 Convertible Notes 

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

of $460 million, These not~s mature on December 15, 2016, and Interest is payable semi~ 

annua!!y, on June 15 and December 15, at a rate of 4.25% pet' annum, These notes are supported 

by gtmrantees from 64 subsidiur-ies of SFC. A copy of the relevant indenture Is attached as 

Exhibit "J", 
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(c) 2014 ScnioJ• Notel! 

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

$399,187,000, These notes mature on July 28, 2014, and interest is payable semiw1mnuaBy, on 

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

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

from 10 of those same subsidiru·ies. A copy of the relevant indenture is attached as Exhibit 11K'1• 

(d) 2013 Con'Vcrtible Notes 

48. On July 23, 2008, SFC issued conve11lble guanmteed notes in the principal amount of $345 

million, These notes mature on August 1, 2013, and inte1·est is payuble sem!w~mnually, on 

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

from 64 subsidiaries of SFC. A copy of the relevant indenture is attached as Exhibit 11L''. 

49. In addition to the four sedes of notes Issued by SFC, many of SFC's subsidiaries (including 

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

banking facilities, including lending facilities, whi~h are not intended to be affected by this 

proceeding. 

D. The Business Model 

1. l)hmtation t Tim bel' Rights in the PRC 

50. The1·e are four types of rights associated with plan1ations in the PRC. namely (t) plantation 

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

All of these are sepamte rights and can be separately owned by different parties. 
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51. General ly, pl'ivate enterprises cannot own plantation land in the PRC but may hold 

plantation land usc l'ights fot• a specified duration (up to 70 years hut typically 30 to 50 ycm·s), 

timber ownership and timber use rights. However, fot·eign enterprises cmmot acquire land use 

rights and can instead only acquire timber ownership or timber use rights. 

52. The various rights associated wi~h plantations in the PRC and the limitations on which 

entities oan ho·Jd which rights were the driving fot·oes behind SinowForest's complex business 

models discussed below. 

53, For its timber business ln the PRC, Sino~Fol'est utilizes two models, one involving BVJ 

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

owned enterpl'ises (''WFOEs1
'). 

2. The BVI Model 

54. Until 2004, due to restrictions on foreign companies carrying on business in the PRC, and 

foreign ownership restrictions on land ownership and use rights, the 8 Vl structure was the model 

primarily used by SinowForcst for its forestry business in the PRC. Sino~Forest has established 

58 BVI companies, 55 of which are guara.nt0rs of fit least certain of SFes notes. Not all of these 

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

involved ]n the BVI stAnding timber business while the remaining BVls are either holding 

companies or used in Sino"Forest's Jog trading busines::~. 

55. The Sino-Porest BVI entities involved in the standing timber business acquire standing 

timber from suppliers. The st1ppli~rs are usually aggregators who acquire the standing timber 

and, typically, land 1.1se rights from other s,uppliers or from original timber owners, such as 

villagers or collectives, or from smaller aggregators. As non~PRC compnnies, the BVls could 
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not nnd did not acquire land llSe rights in tho PRC, nnd instead only acquired the rights to timb~r 

in the PRC pu1·suant to the I·elevant stMding timber ptn'Chase contracts. 

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

business in tho PRC without business Hcenses gnmted by competent governmental authorities. 

Therefore, the S·ino~Forest BVI entities do .not sell standing timber directly to ctlstomers, Instead, 

for historical and commoJ'ciul reasons, they conduct the sale of standing tlmbe1· thro\lgh 

"authorized Inte1mediaries11 C1A1s11
, which are also cnlled "entrusted sales agents11 in the BVl 

model) pursuant to "entrusted sales agreements11
, The Als serve as Slno~Forest1s customers under 

the BVI model of its standing timber business. 

57, Ptll'suant to the entrusted sales ~greements entered Into with the Als, the Als a1•e obliged to 

deduct and remit aU of the upplicablc taxes on behalf of Sino-Forest. Sino-Fo1·est Is not, 

however, in a position to know whether or not the Ais hnve in fact remitted ~tpplicable taxes on 

behalf of Sino-Forest. 

58. As at June 30, 2011, Sino-Forest therefore accumulated and t•ccognized a provision, based 

on a probability-weighted avetage of the amounts that the PRC tax authorities might seek to 

recover under various scenarios, of $204,722,000 in its rep011ed tinancial results to account for 

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

SFC's 20 II second quat·te1· finnncial statements, which were previously attached. A similar 

provision was included In SFC's 2010 A\ldited Fimmcial Statements and was nudited by SPC1s 

cxtemal auditors, 

59. BV1s ure not allowed to have bank accounts in the PRC and money flowing in and out of 

the PRC is strictly controlled througb foreign excbange controls. As a result, the Sino~Forest 
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BVI entities do not directly pay the S\.lppliers or receive payments from the Als, Instead, they are 

instTuctccl to make set~offpayments under which, pursuant to the instructions of Sino~ Forest, Als 

directly or indil'eotly make payments directly or Indirectly to Sino-Forest's suppliers for arno\.mts 

owed ~by Sino~ Forest BVl entities to those suppliers. As a result, no cash actually flows dit'ectly 

throu.gh the BVTs. SFC then receives confirmations from the suppliet·s confirming that payments 

have been made. 

60. The OVJ structure is the central dl'lver of asset va]ue, revenue and income for Sino-Forest. 

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

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

89.2% of its timber holdings by book val1:1e), $1.326 billion ln revenue (representing 

approximately 70% of Sino~Forest1s revenue), and appl'oximately $622 million of gross profit 

(rep1·esenting approximately 92.6% of SinoN Forest's .g1•oss profits) for the yenr then ended, 

61, The cashless nfltUl'e of the BVI model means that Sin<:>-Forest cannot obtain cash from its 

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

is discussed further below. F\u'thet'more, the set~oft' payment system necessitated by the BVI 

mode] impalred the IC's efforts to verify the flow of funds during its investigation. 

3. The WFOE Model 

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

invest in PRC-incmporated trading companies nnd to pruiicipate in most areas of the commodity 

distribution industry, including the purchase of standing timber ond land use rights througho\lt 

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

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

employed through the WFOE model (as opposed to the BVI model). 

64. Unlike BVIs, WFOBs can acquire land use rights or land leases as well as standing timber 

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

PRC, they can also obtain financing fi'Om PRC banks to nnance their operations. WFOEs can log 

the timber and sell both Jogs and standing timber Co end customers, which means they do not 

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

directly receive payment fmm end customers instead of utilizing the set~off arrangement used by 

Sino-Forest's BVI entities in the BVI model. 

65. As at December 31, 201'0, Sino.Forest's WFOEs held approximately 244,000 hectares of 

purchased plantations (representing approximately 30.9% of Sino~For.est1s Umber holdings by 

area) and 77,700 hectal'es of planted plantations (representing approximately 9,9% of Sino~ 

Forest's timber holdings by area). Purchased plantations and pl!mted plantations are discussed in 

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

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

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

allocation of col'porate overhe~d. 

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

pledged by their BVI parents. 

4. On~shoring Phm 

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

WFOE structure, Sino-Forest has explored various methods of migrating or 11on-shoring11 its BVJ 
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timber assets into WFOE structures. The successful transition of assets from u BVI structure to a 

WFOB structure has mfllly merits including, significantly, providing fl foreign parent an ablllty to 

have dh·ect access to the cash genert~ted from the sale ofBVI timber assets, 

68. The on~shoring process is expected to be a mu lti~year process due to (i) the vo.lume of 

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

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

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

E. Operntlons 

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

operations and log trading are the primary t·evenue contl'ibutors7 while manufacturing and other 

operations enllance the value of the fibre operations by producing downstream products. 

1. Wood Fibre OpcratioJJS 

70. Slno~Forest's wood fibre operations consists of acquiring, cultivating and selling standing 

timber or logs from purchased and planted plantations in n ine provinces across the PRC. 

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

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

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

prlmurily In the southern and eastern regions of the PRC. 

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

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

purchased plantation model operates thmugh two legal &tTuctures: the BVIIAI legal structure 
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and, to a lesser but growing extent, the WFOE legal structure. The planted plantations model is 

operated exclusively through the WFOE legal st1·ucture, although the WFOBs themselves are 

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

known multi~natlonal companies, hold their Investments in the PRC in special purpose vehicles 

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

corporate gove111ance. For exampl~ over 75% of blue chip compnnies listed on the Hong Kong 

S·tock Exchange (Hang Seng Index constittJent stocks exch1dlng the Finance Sub~lndex) utilize 

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

(&) Purchased Plantation Model 

73. The pu1·chased plantation model under the BVJ/AI legal structure involves the purchase of 

standing timber and sale of standing timber ptlrsuant to .standardized timber purchase agreements 

and 11entrusted sale agreements". The standing timber pul'chased is generally on land owned by 

collectives or villages, not PRC state-owned lnnd. When conducted through the BVI/AI legal 

stmcture, of which 20 BVIs hold all of the BVI timber assets, the timber purchases nre arranged 

through suppliers. 

74. The BVI structure does not involve the BVIs concUI'l'ently purchasing land use rights or 

leElSes with the purchnse of standing timber, as the BVIs cannot legally acquire.ltmd use rights. 

However, the BVIs' supply contracts typlcn1ly contain a right of first re-t\Jsal for the BVIs to 

acquire, or nominate an af.filiate to acquire, the plantation land use rights after the timber has 

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

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

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

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

indirectly to other parties on their behalf) on behalf of 8ino~Forest. The AI does not pay the 

same Sl.lppliet· .tor the same trees lt is selHng to its customers, It pays a supplier for trees newly 

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

BVIs to acquire ftu·ther standing timbet' from S\.lppliers, which is matured and later sold. AU BVl 

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

Forest. This is a recognized legal sbucture in the PRC. 

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

through a WFOE, purchases of standing timber are sometimes accompanied by concunently 

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

timber ~ransactions do not involve payments by way of set-off. They are cond·llcted on a dlrect 

fund transfer basis. 

77. In both the BVI and WFOE structure, the purchase price of the trees tnkes into account a 

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

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

location and demand. Sino~Forest does not typically need to conduct extensive plantation 

management work with respect to the tt·ces growing on the p1.1rchased plnntat1ons, but docs take 

measures to en!:ltlre that the trees are protected from pests, disease and theft. 
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78. SFC's appi'Oach is to purchase plantations in remote parts of the PRC that the PRC 

government has identified in its five year plans as being areas for future development. As a 

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

79. As at December 31, 20 I 0, the purchased plantations under Sino· Forest management in the 

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

of tree species, predominantly pine, Chinese fil' and 6\.lCalyptus. Purchasing trees ollows Sino

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

harvestable fibre and leasable land. 

(b) Planted l)lantation Model 

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

land use rights) sometimes with standing timber and sometimes as bare land suitable fo1' planting. 

Sales from the~e planted plemtations do not utilize the AI model but rather generally involve 

direct fund transfe1·s to and from ti'le WFOEs' suppliers und customers. As of December 31, 

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

77,700 hectares. 

81. Slno·Forest leuses suitable land on a longwterm basis, typically 30 to 50 years, and applies 

scientifically advanced seedling t-echnology and silviculture techniques to improve tree growth. 

The mature trees nre sold as standing timber or as harvested logs, and then Sino~Forest replants 

the land with seedlings. 

82. Sino-Forest's operating mode1 allows for the sale of fibre either as standing timber or 

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

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

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

hectares of forest resources, with approximately 120 million hectares of nattu·al forest and 62 

million hectares of phu:Jtation forest. The density of its total f-orest area was only 70 cubic metres 

per hectare in the PRC. 

84, The PRC govemment encourages the development of the plantation Industry in the PRC, 

In June 2003, the PRC Stat-e Council promulgated "The Notice on the Decision to Spee<l Up the 

Development of Plantation Industry", Subsequently, in August 2007, "The Key Elements of the 

Policies in Forest.ry Industry11 was jointly prmm.llgated by seven ministl·les including the State 

Forestry Administratlon1 National Development and Reform Commission~ Minish)' of Finance, 

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

Commission and China Secut·ities Regulatory Commission to develop the non-state owned 

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

lnd\lstry, either solely or jointly with others. 

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

bec~mse it demonstt·ates a long~tetm commitment to the forestry business. That long-term 

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

that demand for wood fibre in the PRC is approximately double thnt of available S\lpply. 

2. Log Trnding Operntions 

86. Sino~ Forest's operutions in the trading of wood logs includes the sourcing of wood logs and 

wood~based productll from the PRC and globaJiy, and selling them in the domestic PRC marke~. 
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87. These wood~based products consist primarily of large diameter logs, .sawn timber, veneers 

and other wood-based produots sourced from the PRC, Thailand, Suriname, Papua New Guinea, 

Brazil, Vietnam, R1.1ssia and New Zealand. In these transactions, Sino-Forest purchases wood· 

based products that col'l'espond to the I'equlrem~nts of wood dealers, and sells directly to these 

dealers. Sino~Forest•s customers in these transactions are primarily wood dealers in the PRC. 

3. Manufacturing nnd Other O.peratJons 

88. Sino-Forest currently has manuf~:~cturlng operations in six provinces in the PRC that 

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

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

landscaping products fol' property developers and other organizations. 

89, In order to maximize and Increase the vaJue of Sino-foorest•s forestry pi'Oduots, Sino--Forest 

hns been Investing In research and development (11R&D11
). On January 12, 201 0, Sino"Forest 

nnnounced its acquisition of HOMIX LIMITED (11HOMIX11
) in order to enhance its R&D 

portfolio, HOMlX has an R&D laboratory and two engineet·ed-wood production operations 

based in Guangdong and Jiangsu provinces, covering eastem and southern PRC wood product 

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

including poplar and eucalyptus species. HOMIX speciaJizes in ourlng, drying and dyeing 

methods for engineel'ed-wood and has the know~how to produce recomposed wood prodtlcts and 

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

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

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

quuHty of the trees grown on Sino-Fol'est's p·lantations. While pet~forming R&D activities, Sino

Forest from time to time collaborates with, and receives assistance from, research and academic 

institutions in the PRC. Sino-Fore.~'s R&D eff011s are viewed very positively in the PRC as they 

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

address the significant sh011age ofwood fibre in the PRC. 

F. Sales 

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

December 31, 2010, sales to customers In the PRC were $1.8723 billion and sales to customers 

located in other countries wel'e $51.3 million. In the yeat• ended December 31, 2010, sales to 

customers in the PRC of standing timber, logs and othel' wood-based products accounted for 

substantially all of Sino-Forest's revenue. 

G. Suppliers 

92. Logs und wood-based products supplied through Sino-Forest's trading activit!es are 

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

Forest trading activities from overseas, primarily from Thaihmd, Suriname, PapllB New Guinea, 

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

products g~nerally t•ange from one to three months on open account and by letters of credit. 

Standing timber is sourced primarily from locaJ suppliers in the PRC, 

93. As discussed ubove, the PRC based suppliers are usually aggregators who ucquil'e standing 

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

vi llagers or collectives who have cet1ified title to U1e land. 
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H. Employee~ 

94. SFC curl·ently has J employees. Co1lectively, the Sino-Forest Cornpnnles employ a total of 

approx.imatt~ly 3553 employees, with app1·oximately 3460 located in the PRC and approximately 

90 located in Hong Kong. The Grccnheart Group employs an additional appl'oximately 273 

employees. 

I. Assets & LinbilitJes 

95. The unconsolidated book values of SFC1s assets and liabilities as at June 30., 2011 are listed 

below. 1 However, given that, as -described below, SFC is in default under the notes and the 

indenture trustees would be in a position to accelerate and enforce on 1he notes but for tho waiver 

agreements {subject to sending the appropriate notices and the C\.tre period expiring), I have 

categorized the full amount of the notes (including the non-cunent portion and the derivat.ivc 

financial instrument, as opposed to just the ourrent portlon) as a current liability below. 

Qut•t•on I Assets 

Cash 1md cash equlvalents2 

Prepayments) 
Other Reselvablos5 

Due ft·om Jntercompanl 

TotSll Current Assets 

$5,676;040 
$1,173,553 
$I 88.575 
$109.813,620 

$116,851,788 

Q.l}_t·rcnt J..,lablllH~ 

NotOll (current po1tlon) 
Notes4 (non-current) 
Notes Derivative Flnanolti11nstrument 
Trado Poynble 
Othel's Payable 
Accrued Liabilities 
Due to Intercompany 

Total Cnrront Liabilities 

$87,670,000 
$1,541 ,"744,429 
$31,858,2 I 0 
•$2,202 
$231,723 
$39,687,268 
ll&J.~ .. 31.3 

$1,703,01Z,ltJ5 

1 The chart only t'C1lects the assots and linbllitios of SFC, and \hercfo1·e does not accord with tho consolidated 
quarterly 1lnanolalrosulls for the second quarter omlod Jtme 30, 20 I t. 
2 M11lnly represents cnsh on hancl, cash ol bank nnd shorHerm deposits with a maturlly oftht'ee months ot•lcss. 
~Main ly represents prop11ld Jogal nnd professionul foos and lnstn:anco, 
~The Notes (current portion), Notes (non-etn'rcnt) ond Notes Derivative Financial Instrument do not eqllatc on thls 
bnhmce shcelto approximately $1 .8 billion (the face vnlue of th~ notes) due to the accounting trentment of financing 
costs and the carrying Vftlue of'tho converlible notes. 
s Mainly t'~;>presents J-IST receivnblos, stnffadvances and deposits. 
6 Non·interest beal'ing with no fixed date oftoopoyment. 

,1 < 5 ""l."·v 



Property, Pltmt & Equlpmcne 
Investment in Subsldiaries8 

Intercompany Loans9 

Tot11l Non·Curl'ent Assets 

To!nl Assets 

$1,166 
$1 ,589,153,984 
~4...7Jl.1.Ci'Z.f 

$3,171,936,fl22 

$3,288,518,610 
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Non-Current Liabilities 

Jntcl'company Loans $235.000.QQQ 

Totnl Non·CUl'J'ent Ltftbilltles 

Total Lin bllities $l,93H,012, 145 

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

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

of those assets fot· a number of reasons, including the complexities associated with the business, 

the significant umount of intercompany loans owing to SFC, and the costs and potentiaJ PRC tax 

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

its assets in the short tetm in ordet' to satisfy its obligations under the notes as a result of, among 

other things, the hard to q\Jtmtify potential PRC tax liability previously discussed at paragraph 58 

above and the stringent cutTcncy exchange con1rols in the PRC. 

97. As discussed above> Sino-Forest is not in a position to know whether or not the Als have in 

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

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

potential tax liability, I am advised by S.FC1s counsel in the PRC, Ching WoNg at King & Wood 

Mallesons, that the amount of the tax liabilities under PRC law arising ft·om the operation of the 

BVIs could be significantly highe•· if responsible tax authorities take different views than that of 

management in respect of a munbe1· of tax issues, including, without limitation, whether by their 

7 Mainly represents oft1ce equipment. 
a Historical cost for Interests In subsldhuies. 
!) lntcl'est bearing with l:lefinecl tet·ms oft•epayment date. 
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operation the BVIs have formed an establishment in the PRC, whether value added tax is 

payable> the likelihood and severity of a tax penalty, the applicable default interests on late 

payments, the numbers of years to 11 look back 11
, whether certaln tax preferential treatments apply 

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

may also differ from locality to locality. 

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

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

Exchange (the "SAFE"), I am advised by SFC's counsel in the PRC, Ching WoNg fl.t King & 

Wood Mallesons, that fot• normal and reg11lar foreign exchange transactions in' the PRC which 

require the approval of SAFE, the applications fo1· such approvals can normally be processed 

within the time limits pt>esoribed by law. However, the tmnsactions undettaken by the BVIs in 

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

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

to SAFE for repatriation of funds by the BVls can be processed within the time llmits proscribed 

by law, or within n reasonable time thereafte1·. 

99. As n result of Sino-Forest, among other things, operating in a critical natmal t•esource 

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

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

positive working relationships with all levels of govemment in the PRC. Roweve~, I believe that 

if Sino-Fo1·est were to cease operating under a business strategy that is consistent with and 

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

investing in research and development or employing a significant number of people in the PRC, 

Sino-Forest would enjoy much less favoumblc treatment from PRC government officials, and 
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would likely have greater difficulties resolving the issues disct1sscd above relating to tax 

liabilities and repatriation of cash. This is particulurly tme in respect of the BVI structure where, 

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

position to Jmow whether or not the Ais have remitted applicable tfixcs on behalf of Sino-Forest. 

J. Importance of Relationships to Doing Business fn the PRC 

100. From my time wi·th SPC 1 have come to understand the imp011ance of relationships to 

doing btlsiness in the PRC. This Is particularly true in relation to those doing business in the 

foresn·y sector. 

101. The PRC has extensive resource needs, including in the foJ•estry sector. Historically, 

forestry resources in the PRC hnve been collectively owned at a local level. Porcstry resources 

have largely been managed without the J'esources necessary to increllsc yields ruid allow for 

harvesting at a commercial level from tl western forestry perspective. 

102. Pru1 of Sino~ Forest's success has been attributable to its ability to acquhe f-orestry resources 

f1'0m local sources of supply, at a good price, and to resell them at a good profit. In relfttion to 

Sino~Forest's planted plantation model, SinovForest also has benefited ft·om the application of 

advanced silviculture techniques to those l'esources, Based on my interactions with PRC 

government officials, I unde1•stand that the PRC government recognizes that for the industry to 

mnturc, become efficient, and improve yields to reduce the fibt:r deficit, forest asset management 

has to be consolidated. 

103. A good relationship with the vadous levels of PRC govermnent is important to doing 

business stJccesstully in the PJ{C. 1-listol'ically, SinovForest's relationships with these 

governments have been important to Sino~l~'orest)s success in the PRC, Loss of their suppo.tt 
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could, concspondingly, have significant negutive consequences for Sino"Forest, .for its ability to 

continue to do business in the PRC, and i·ts ability to continue to control its PRC~based assets for 

the benefit of its stakeholde,·s. 

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

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

relationships in the PRC, and my understanding is that this is a direct result of his long~standlng 

personal conh·lbution to the development of the forestry sector both through Sino~Forest and in a 

personal capacity ~san informal advisor to various relevant industry bodies. 

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

Forestry Administration ("SFA") and other senior ofticials on multiple occasions in BeijiHg. I 

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

106. My observation from my personal involvement In these discussions and meetings is that 

Chan contim1es to be cons\dted and respected within the PRC government as an expert in the 

forestry industry. l therefore believe his continued participation will be extremely helpful in 

allowing SPC to unlock value in the PRC for the benefit of its stakeholders. 

107. Notwithstanding the allegations in l:he MW Report (which have received widespread 

covemge in the PRC and in 1-Iong Kong), Chan has continued to be honoured wlthin the PRC. fn 

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

Achievement11 award from the China Nutional Forestry Industry Federation (the ucNFJF"). Jn 

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

speaker following the Minister ofthe SFA at the China Forestry Expo. 
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108, Chan was also appointed Vice President of the CNFIF in 20 I 0. The CNFIF is an affiliate 

of the SF A and is chaired by the Mini stet• of the SF A or the Directot• of the SFA. The SFA is the 

PRC government ministry responsible for its forests and forest management, 

109. In 2007, Chan was appointed an Honoumble Director of Renmin Univet·sity (also known 

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

distinct foc\.Js on humanities and social sciences, and highly regarded by top leadel'S in the PRC. 

In addition, Chan is a member of the Jiangx.i ·Committee of the Chinese Peop]e•s PoUtical 

Consultative Confet~nce. 

110. In February 2012, Chan was presented with the 112011 China Forestry Persons ofthe Year" 

award by the CNFIF. 

11 1. Many of the PRC's corrunercially attt·active forestry resources are in areas of sensitivity 

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

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

112. The strategic significance attaching to Slno~Forest1s forestry assets In the PRC increases 

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

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

the outcome of this process must be acceptable to relevfmt authorities in the PRC. 

113. In the course of its 18 years of operations, S.ino-Porcst has been viewed by the Minister of 

the SFA positively and ~ls a model for prlvtttely owned enterprises canying on business in the 

PRC tmd promoting PRC policies. For thflt reason, Sino-Forest h~1s enjoyed a positive 

relationship with the PRC. Even since June of last yem·, the Minister of the SFA has remained 
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cooperative and encouraging of a solution fo1' Sino-J?orest, However, recently, the government 

has expressed increasing concern and interest as to what the solution is fo1· Sino-Forest. As a 

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

stJch solution needs to be p1·esented in the very nea1· future. 

IV. THE MUDDY WATER.S ALLEGATIONS: CHRONOLOGY AND RESPONSES 

114. On June 2, 201J, Muddy Waters, which admitted to holding a short position on SFC1s 

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

fraud 11 and a "Ponzi soh erne, 11 

I 15. WhJie the allegations contained in the MW Report are diverse and f!u··reaching, the IC set 

out to address the issues raised in three core areas: (i) the verification of timber assets rep011ed 

by Sino-Forest, (ii) the valuo of the tlmbeJ' assets held by Sino~Forest, and (iii) rever-me 

recognition. 

116. Among othet· things, the MW Repoti alleged that Sino-Forest does not hold the fult amount 

of timber assets that It repotis, that the timber assets actually held by Sino~Forest have been 

overstated, and that Sino~Forest ove1·stated its revenue. In addition, the MW Report alleged that 

Sino~ Forest has engaged in unreported relatecl~party transactions. A copy of the MW Report is 

attuched as Exhibit 11M11
, Two subsequent reports by Mt1ddy Waters rel~ting to Sino~Forest are 

uttacbed as Exhibit 11N11
• These reports are attached to provide context to the Court and definitely 

not because I agree with their contents. 

A. The IC., OSC, RCMP nnd HKSFC Investigations 

ll7. On June 2, 2011, the same day that the MW Report was released, the Board appointed the 

IC, a Board committee consisting excl-usively of independent directors, whkh in turn retained 
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independent legal and financial advisors in Canada, Hong Kong and the PRC, to investigate the 

allegations set out in the MW Rcpol't. 

1 18, On hme 8, 2011, the OSC p\.lblicly announced that it was investigating matters related to 

SFC. That investigation has been active and is ongoing. 

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

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

HKSFC ls Greenheart1s primary sccUJ·ities regulator. I believe that the HKSFC's investigation 

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

Grecnheart Group, and to the fact that the principnl offices of Sino-Forest and Greenheart Group 

arc located in Hong Kong. As indicated above, SFC had acquired a m{\jority interest in 

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

120. In addition to its investigation of Grcenheart Grotlp, the HKSFC has been assisting the 

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

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

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

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

investigations. Sino-Fol'est has made extensive prod\.Jction of documents, in particular to the 

OSC> including documents sourced from jurisdictions outside of the OSC's power to compel 

production. 

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

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

Sino~Forest arranged to bJ'ing individuals to Hong Kong to be examined. 

123, Sino-Forest has responde<l to extensive inquiries, the most far-reaching coming fi'om the 

OSC, and has pro~.t!ded periodic oral briefings to OSC staff, The IC reports were provided to 

OSC staff on an unredacted basis, as discussed below. 

124. The scope of the IC's review was signifloant, reflecting the wide mnge of a11egations 

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

amount of data t•equired for their compt'Chensive review of Sino-Forest's operations and business, 

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

125. At the beginning of the IC's investigatlon1 the JC infotmed the Board that the review would 

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

first Interim 1·eport to the Board (the 11Pirst Interim Report"). A redacted copy of the First Interim 

Report is attached as Exhibit "0". 

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

Interim Repmi and the two subsequent 1·eports of the IC. The three rcpotts have been redacted to 

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

could be harmful to Sino-Forest1s business and opet"Utions, e.'!pecially in the PRC. These 

redactions hnve not been made to conceal infol'mntion from regulatoJ'y i!Crutiny. Each of the 

three reports has been pt·oduced without redoctions to OSC staff pursuant to a compelled process 

designed to allow OSC staff to I'eceive information relevant to its investigation, while at the same 

time protecting SFC's sensitive information. 
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127. The First 1nterim Rcp011 was the result of the IC and its advisors assembling and 

organizing significant data from Sino-Fot·est's records, and reviewing Sino-Forest's cash 

holdings, revenue and relationships. In the Fil·st Interim Rep011, while the IC did not determine 

that there was any validity to the allegations in the MW Report, its findings we1·e limited as the 

investigation was stili ongoing. 

128. Also in its Fh·st Interim Report, the IC's accO\mting advisors confirmed Sino-Forest's cash 

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

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

representing I 00% of the expected cash position in Hong Kong, However, Sino-Forest ·had 267 

accounts in the PRC, so the logistics and requirtlments of in-person/in-branch verification in the 

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

expected cash position in the PRC, The IC was satisfied based on this verification thnt Sino~ 

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

129. The First Interim Repo1i was delivered to the Board shortly befbre the Board was asked to 

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

30, 201 I (the "Q2 Resu lts11
). The Q2 Results were rcleused on August 15, 2011. 

130, Almost immedintely after the Q2 Results were t·eleased, the JClg advisors identified and 

brought to the attention of the IC just under 60 documents, some of which mised potential 

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

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

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

Hong Kong. 

132. As part of its efforts to cooperate with OSC staff, on AugtJst 24, 20 II, before the 

documents wet•e shown to relevant Sino-Forest pe1:sonnel nnd those personnel were provided 

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

staff. The IC's advisors and SFGs external cmmsel also provided oral briefings abO\.lt the 

intei'Views to OSC stttfffrom August 24 to 26, 2011, as the Interviews were being conducted, 

133 . Seen in their pt•oper context, and w.ith the benefit of fuller explanations, I believe that the 

documents identified by the JC's advisors and provided to OSC staff at that time fall well short of 

the misconduct alleged in the MW Report. 

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

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

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

135, SFC's Bmll'd met on the morning of Friday August 26, 2011~ Toronto time (which was 

F1iday evening Hong Kong time) to hear reports about the interviews and about communications 

between SFC and OSC staff. The Board was told that Chan had agreed to re.'lign as Chahman, 

CEO and as a director of SF.C pending the completion of the review by the lC of the allegations 

in the MW Report. He was appointed Founding Chairman Emerit~Js and I was appointed as 

CEO. 
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\36. On August 26, 2011, the OSC issued a ceru;e trade order with resp~ct to the securities of 

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

dated August 26, 2011 (as corrected by the OSC later that day) is attached as Exhibit "P11
• The 

Board first Jcamed of the ceuse tl'ade order during the Board meeting that day, after Chan 

tendet·ed his resignation. 

137. With the consent of SFC, the cease trade ordc1· was extended by subsequent orders of the 

OSC, copies of which are attached as Exhibit 11Q", The cease trade order continues in force to 

this date. 

138. Based on my review of the IC1s second interim report to the Board (the "Second Interim 

Repol1'\ which is discussed below) and discussions I have had with William Ardell, Boru·d Chair 

and Chair of the TC, I understand that in late August 201 J, counsel fot· the TC received an inquh'Y 

from the RCMP requesting coopemtlon fi•om the IC in connection with an investigation into the 

allegations in the MW Report. Repl'esentatives of the IC met with and provided info11natlon t-o 

the RCMP from time to time. The RCMP also has made information requests fi·om time to time. 

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

139. On November 1 3, 2011, the JC delivered its Second Interim Report to the Board, n 

redacted copy ofwhich is attached as Exhibit "R11
• 

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

registered title OJ' contractual OJ' other rights to Sino-Forest•s stated timber assets, re.cunciled the 

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

the 2010 financial statements to the purchase prlces for such assets as set out in the BVf and 
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WFOE standing timber purchase contrtlcts reviewed by the J:C advisors, reconciled reported tota·J 

revenue to sales contracts, and addressed certain allegations regarding related~party transactions. 

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

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

I 00% of its disclosed planted timber holdings by area, and contractual or other rights to 

approximately 81.3% of its disclosed purchased timber holdings by m·ea. The IC rep01ted that it 

or its advisors had reviewed originals or copies ofp\.U"Chase contracts for the acquisition by Sino

Forest of virtually all of its disclosed timber holdings as at Decem bel' 31, 201 0. 

142. The IC Indicated in its Second Interim Report that it viewed its work to be substantially 

complete and that it expected to deliver its final report prim· to the end of2011. 

Jl. Failm·e to Release Q3 Results and DefnnJt Under the Notes 

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

raised issues meriHng comment and explanation fl'om SFC's management. Also, SFC's extemal 

counsel, in responding to requests fmm the 0SC1 also identified doO\.lments of a simllal' nature. 

Furthel' documents meriting comment and explanation were identified by SFC's external auditors 

and in interviews conducted by OSC staff. 

144. As SF<C reached the November 15, 2011 deadline to release its 2011 thh·d quarter financial 

statements (the "Q3 Results"), the Audlt Committee t·ecommended and the Board agreed that 

SFC should defer the release of the Q3 Results llntil ce1tain issues could be resolved to the 

satisfaction of the Board and SFC's allditor. The issues included (!) determining the nature and 

scope of the relationships between Sino-Forest and ce11ain of its Ais and suppliers, as d.iscussed 

in the Second Interim Report, and (ii) the st1t!sfactory explanation and resolution of issues raised 
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by certain documents identified by the IC's advisors, SFC's counsel, SFC's external tmditors, 

and/or by OSC staff. 

145. On November 15, 2011~ the d"te \tpon which SFC's Q3 Restllts were due, SFC issued a 

press release announcing that the IC had delivered its Second Interim Repot1 to the Boflfd. A 

copy ofthe November 15,2011 press release is attached as Exhibit "S". The executive summary 

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

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

result of ongoing work ari·slng from the allegations raised in the MW Repo1·t, it was not in a 

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

would try to release the Q3 Results within 30 days. 

147. SFC's fail'ure to file the Q3 Results and provide a copy of the Q3 Results to the trustee and 

to its noteholders under its senior and convertible note Indentures on or before November 15> 

2011 constitutt)d a default under those note indentures, Pt1rsuant to the indentures, an event of 

default would have occurred lf SFC fulled to cure that breach within 30 days in the case of the 

senio1· notes, and 60 days ln the case of the convertible notes~ after having received written notice 

of such default fl'om the relevant indentur.e trustee or the holders of 25% or more in aggr~gate 

principal amount of a given series of notes. 

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

SFC was not going to be able to releuse the Q3 Results within that timctrame. On December 12, 

20 11, SFC issued a press release announcing that it would not be able to release the Q3 Results 

within the 30-day period originally indicated. 
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149, Moreover, in the press release, SFC announced that, in the circumstances, there was no 

nsstwancc that it wo1:1ld be able to release the Q3 Results, or, if nble, as to when such release 

would occm·. In the December 12, 20 II press release, SFC also announced that the Board had 

determined not to make the $9.775 mlllion interest payment on SFC1s 2016 conve1tiblc notes that 

was due on December 15, 2011. A copy of the December 12, 2011 press release is attached as 

Exhibit "T". 

15 0. As disclosed In the December 12, 2011 press release, the circumstances that caused SFC to 

be unable to release the Q3 Results also could impact SFC's historic financial statements and 

SFC's abiilty to obtain an audit for lts 2011 fiscal year. 

151. SFC's faHure to make the $9,775 mlllion Interest .payment on tho 2016 convertible notes 

when due on Decembet• 15, 2011 constituted a default under that Indenture. Under the terms of 

that indenture, SFC had 30 days to cure its default and make the required interest payment in 

order to prevent an event of default from occurl'ing, which could have resulted iJ:J the acceleratlon 

and enforcement offhe approximately $1.8 bi!Uon ln notes which have been issued by SPC and 

guaranteed by many of its subsidiaries outside of the PRC. 

152. On December 18, 2011, SFC announced that it had received written notices of default 

dated December I 6, 2011, In respect of its senior notes due 2014 and Its seniot· notes due 2017. 

The notices, which were sent by the trustees under tho senior note indent11res, referenced SFC1s 

previolJsly~disclosed failure to release the Q3 Results on a timely basis. SFC reiterated in the 

December 18, 2011 press release that it did not expect to be able to file the Q3 Results and ct1re 

the defatllt within the 30 day cme period. A copy of the Decr;mber 18, 20 11 press release is 

attaohcd as Exhibit "U11
, 

479 



40 

153. In response to the receipt of the notices of default, among other considerations, on 

December 16. 20 ll, the Board established a Speci~l Restructuring Committee of the Board (the 

"Restructuring Committee") comprised exclusively of directors independent of management of 

SFC, for the purpose of s\Jpervislng, analyzing and managing strategic options available to SFC. 

The members of the Restructuring Committee are William Ardell, Chair of the Board, who is 

also Chair of the Restructuring Committee and Garry West. James Hyde, Chair of the Audit 

Committee and an Independent director, while not a member of the Restructuring CommHtee, 

has attended meetings of the Restructuring Committee und participated fully In its deliberations. 

154. Following discussions with its extemnl auditors, on January 10, 2012, SFC issued a press 

release cautioning that its historic .financial statements and related audit reports should not be 

relled upon. The January l 0, 2012 press release Is previously attached. 

C. The Waivor Agreements 

155. Dn January 12, 2012, SFC anno~nced that following extensive discussions with the Ad 

Hoc Noteholders, holders of a majority in principal amount of SFC's senior notes due 2014 and 

its senior notes due 2017 agreed to waive the default atising fi•om SFCis failure to release the Q3 

Results on a timely basis. A copy of the Januat·y 12, 2012 press release, together with the waiver 

agreements, is attached as Exhibit 11V''. 

156. Pursuant to the waiver agreements) SFC agreed to, among other things, make the $9.775 

million interest payment on its 2016 convertible notes that was due on December 15, 2011, 

curing that default. That payment wus made in accordanl:e with the woivet• agreements. 

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

indentures from accelerating and enforcing the note indebtedness as a result of SFC's failure to 
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file its Q3 Results) those waiver agreements expire on the earlier of April 30) 2012 and any 

earlier teJmination of the waiver agreements in accordance with their terms. In add ition, should 

SFC fail to file lts 2011 Results by March 30, 2012 (and upon the necessary notices being sent 

and cure periods expiring), the indenture trustees would uguln be in a position to accelerate and 

enforce. 

D. Tho IC1s Fln:tl Report and Verifi<Jatlon of SFC1s Assets 

158. On J anuru·y 31, 2012, SFC publicly released a redacted version of the 'final report of the IC 

(the "Final Report11
) . A copy offhe redacted Final Report is attached as Exhibit 11W". 

159, Following the delivery of the Final Repot·tt and in aocordance with the wnlver agreements, 

the Boal'd adopted a resolution instructing the IC to cease its investigative, review and oversight 

activities. Any issues within the authority of the IC that remained outstanding were referre.d to 

SFC's Audit Committee or Restructu1'ing Committee. 

160, In Its January 31, 2012 press release, attached as Exhibit "X11
, announcing the release of the 

Final Rcp01~ SFC also disclosed the results of a "proof of ooncept11 exercise undertaken to 

determine if the standing timber referenced in particular purchase contracts could be located and 

quantifiod by an independent forestry expert engaged to undertake the exercise, The exercise 

was undertaken to address the issue raised in the Seoond Interim Report regru-<iing the absence of 

maps in the possession of SFC's BVI st1bsidiaries to show the precise location of the timber 

subject to plantation purchase contracts. 

161. As disclosed in the January 31, 2012 press rclca~e, the proof of concept exercise wus 

confined to two compartments. The selection criteria limited the sample to purchased timber 

assets located in Yunnan province. The candidate assets were acquired prior to the f!llegations in 
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the MW Repot't. They were listed as being held by BVIs and not by WFOEs. At the IC's t•equest, 

the consultt~nt::~ selected u shot·tlist of ten possible compartments covering multiple forestry 

bureaus and meeting the criteria nbove, avoiding any prospect that the samp-ling involved 

personnel from Sino·Forest, M\.Jltiple county forestry bureaus were represented in the shortlist, 

and the IC made the final selection of compartments to ensure more than one county forestry 

bureau was represented. 

162. As described in the Final Report and the accompanying press release, maps for the two 

compartments were obtained from the relevant forestry bureaus in the PRC by the contracted 

surv-ey companies and made available to the consultants, Using the 1echniques described in the 

Final Repm1, compartment boundruies were stJperimposed on recent high resolution st\tellite 

imagery which allowed for the measul'ement of each compartment's forest cover. The 

consultants compured the net stocked area of forest cover that they assessed for each 

compartment with that stated in the Sino~Forest pu1'Chase contracts and forest survey rep01is. 

The consultants found that the net stocked area of forest cover in each compartment was up to 

six percent greater than that st~ted ln the relevant p'tlrchase contracts and forest sttrvey reports, 

with the cun·ent assessed area for each compartment exceeding the purchase contract area. 

163. While the consul ta.nt report rmd press release cautioned against extrapolation of these 

findings over Sino-Forest's broader forestry assets, J took considerable comfort from these 

findings. In relation to two randomly~selected contracts held through the BVI structure, the 

property descriptions und expected forest cover in the contracts matched the boundmies and 

forest cover on the grouna. 
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164. Subsequent to January 31, 2012, Sino~ Forest has taken steps to see the proof of concept 

process applied over a statistically relevant sampling of Sino~F01-est's forest assets. That work is 

ongoing, 

E. Gntfng Issues to nn Audit 

165. SFC has worked diligently to address iss·ues identified by SFC's Audit Committee, the IC 

and by its extemal auditor, Bmst & Yo·ung LLP, as requiling resolution in ordet· for SFC to be in 

a po:$itlon to obtajn an audit opinion in relation to the 2011 Results. Many of the same issues 

also impact SFC's ability to release the Q3 Results, 

166, As SFC has publicly disclosed in its pt·ess releases, the gating issues to the release of the 

Q3 Results and to obtaining an audit of the 2011 Results include (i) determining the nature and 

scope of the relationships between Sino~ Fo1·est and certain of its A Is and supptiers, and (ii) the 

satisfactory explanation and resolution of issues raised by certain documents identified by the 

IC's advisors, SFC's counsel, SFCJs auditors, and/or by OSC staff. 

167. The "relationship isst1es11 described above are discussed extensively In the Second Interim 

Rep011 and in the Final Repot1 of the IC. Relationship issues were prominent in the 

approximately 60 documents provided to OSC staff on A\.lg\Jst 24, 2011, and relation~hips 

continue to be an issue that SFC has been unable to resolve. · 

168. As pm't of the IC's investigative process a significfmt amount of electronic dnta was 

exh'Cicted and reviewed by the IC and its Eldvisors. The same data also has been reviewed by 

counsel for SFC and SPC's advisors. Ovel' one million electronic records have been reviewed, 

483 



44 

169. The search of electronic records and other inql.1ides have not pmduced evidence to support 

the allegations made in the MW Report that SinowForest is a near total fraud ot· Ponzi scheme. 

The searches and inquiries have pt·oduced some evidence of possible lesser improper conduct 

that SFC hflS been making effo11s to investigate, address nnd quantify, 

170. There is no single theme among the documents und Issues that SFC bas been taking steps 

to address. In some cuses, the documents speak to effotis to deal with foreign currency exchange 

restrictions applicable to the PRC. The documents suggest that in some cases SFC personnel 

may have received personal benefits at Slno~Forest's expense and may have uppropl'iatecl some 

of Sino-Forest's assets. They also show that, in a few oases, whistleblowet· complaints. In some 

subsidiaries alleging misconduct by certain pel'sonnel In those subsidiaries appear not to have 

been adequately investigated and addressed, 

171, The record-keeping of SFC1s subsidiaries in the PRC appeared to be adequate pl'ior to the 

recent heightened scn1tiny being focused on companies with significant operations in the PRC. 

The nature of SFC's books and records, combined with the inability to compel disclosure and 

participation by thil•d party PRC companies, primarily SFC's customers (Ais) and suppliers, and 

the unwillingness of theRe companies to become involved in an investigation, makes it difficult 

to definitively assess some of the explanations offered by Sino~ Forest personnel. 

172. In light of this heightened scrutrny1 SPC's subsidiaries in the PRC do not have the scope of 

books and records that might be used to detinltively address some issues raised by potentially 

problematic email communications. The nature of SFC's BVI structur·e, nnd the absence of 

contl'actual ri·ghts to examine the books and records of C\.lstomers and suppliers, depdves SFC of 
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access to information that may be necessary to allow SFC to -determine whether some of the 

documents and issues identified at·c matel'inl from a financial reporting perspective. 

173. Notwithstanding S.FC's best efforts, many of these issues may not be capable of resolution, 

nnd certainly not within a timeft·amc that would allow SFC to comply with its obligations under 

Its note indentllt·es and securities Jaws. Consequently, absent a resolution with the notehoJdet·s, 

the indenture trustees would be in a position to enforce their legal rights as etwly as April 30, 

2012. 

174. However extensive and cha11englng the work done to respond to the MW Report has been, 

the simple fact is that the tmcertainty it has created has caused Sino-Forest's business to 

deteriorate. Repairing the damage to the business simply cannot wait any longer. Without 

decisive action in the immediate tmm, I fear that the ability to save the business for the be11efit of 

SFC and its stakeholders will be irreparably lost. 

175. As descl'ibcd in greater detail herei n, even though the allegations set out in the rvrw Report 

and the OSC cease trade orders are unproven, the al:lcgations have had a catastrophic negative 

impact on Slno~Forest's business activities and have created substantial uncertainty regarding the 

fut~u-e of Sino~Forest•s business In the minds of the SinohForest Companies' stakeholders In the 

PRC, including its lendct:s, customers, suppllers, employees, and governmental officials. The 

allegations made against SFC have resulted in a s1:1bstantial erosion of Slno~Forest1s business. 

The business in the PRC continues to deteriorate with every passing day and it hns become clear 

to SFC that the Sino~ Forest business neods to be .separated from the cloud that continues to hang 

over SFC if there is any fut~ue for that business (and thus value tor SFC's stnkeholders) to be 

preserved. 
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V, IMPACT OF MUDDY WATERS ALLEGATIONS ON SINO .. I•'OREST 

A. Class Action Lawsuits 

176. SFC and certain of its officers, directors and employees, along with SFC's current and 

former nuditors> technical consultants and various underwritet!S involved in pl'ior equlty and debt 

offerings, have been nmned as defendants in eight c'lass action lawsuits, 

177. Five of these class action lawstlits, commenced by three separate groups of counsel, were 

filed ln the Ontario Superior Court of Justice on June 8, 201 I, June 20, 2011, July 20, 2011, 

September 26, 20 11 and November 14, 2011. A carriage motion in relation to these actions was 

heard on December 20 and 21, 2011, and by Order dated January 6, 2012, Justice Perell 

appointed Koskie Minsky LLP and Siskinds LLP as class counsel, As a result, Kosl<ie Minsky 

LLP and Sisldnds LLP discontinued their earliest aotion, and their other two actions have been 

consoliduted and will move forward as one proceeding, The other two Ontario actions, 

commenced by othet· counsel, have been stayed. Put·suant to Ju~1icc Perell's JmlUary 6, 2012 

Order, Koskie Minsky LLP and S·iskinds LLP have filed a fresh as amended Statement of Claim 

in the consolidated proceeding, A copy of this Statement of Claim is attached as Exhibit 11Y'1• 

178. The action purports to be brought on behalf ofnoteholders. The plaintiffs and plaintifflaw 

firms have not complled wHh the prerequisites to bringing suit in the relevant note indentures, 

which each contain a "no suits by holclers'1 clause, 

179. Parallel class actions have been filed in Quebec and Saskntchewan. Copies of the 

originuting documents in those aotions are altached as Exhibit 11Z11
• 

180. Additionally, on January 27, 2012, a class action was commenced against SFC und other 

defendants in the Supl'erne Cm.n·~ of the State of New York, U.S.A. The complaint alleges that 

486 



47 

the action jg brought on behalf of persons who purchased SFC sha1·es on the over~the"counter 

market and on behalf of non-Canadian purchasel's of Sft'C debt securities. The quantum of 

damages sought is not specified in the complaint. A copy .of the complaint in this action is 

attached as Exhibit "AA". 

181. Additional law firms in both the United States and Canada have announced that they are 

Investigating SFC and ceJ'tain directors and officers thereof with respect to potential additional 

class action lawsuits, 

B. Effects of MW Rcpo·rt and Related Events 

182. The allegations set forth in the MW Report, despite being denied by SFC, have had 

catastrophic negative effects on the reputation and business of Sino"Forest. As a result, Sino~ 

Forest's ability to conduct Its operations in the normal course of business has been matel'lalJy 

affected. For e-xample: creditors are increasing legal demands with respect to accounts payable; 

at the same time, collections of accounts receivables is increasingly difficult due to a widespread 

belief that Sino-Forest will not survive; sales in the WFOE model have a1so slowed substantially 

in response to views on accounts recclvable payments; cash flow iss~1es have resulted in a 

cessation of any expansion or modernization; the Inability to fund purchases of n~w materials has 

caused a slowdown in production or, in many cases, a shutdown; certain timber ·assets have been 

fl·ozen us Sino-Forest has been unable to keep current with payments; deposits put down on 

standing timber purchases ·by WFOEs, of approximately $27 mi!Hon, may be unrea:lizuble due to 

an inability to generate cash to pay off outstanding payables under those contracts; offshore 

banking facilities huve been repaid and frozen or cancelled, leading to substantial damage in 

Sino-Forest's trading business; relationships with local governments and plantation lund owners 

have become strained; Sino·Forest Is unable to complete various projects, contracts and 
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flcquisitlons; and the PRC government is expressing Increased concern owr SFC and Is 

becoming less Inclined to be supportive of Sino~Forest, making the ability to obtain legal 

documents tor Sino~Forest's operations increnslngly diffic1.llt. 

1. Divcl'sion of Opcr~tional Resources & Effects on Op<.wations 

183, The investigations being conducted by the OSC, the HKS·FC and the RCMP~ the 

examination by the IC (and now the Audit Committee and Restructuring Committee), and the 

class action lawsllits have required, and will continue to require, signitioant resources to be 

expended by the directors, officers and employees of Sino-Forest. As a result, the diversion of 

such resources has affected Sino-Forest's abil·ity to conduct its operations in the normal course of 

business. Sino-Forest's timber and trading businesses have effectively been frozen and have 

gro1.md to a halt. 

184, Since the MW Report was •·eleased, in order to conserve cash, Sino-Forest has only 

completed cash purchases which w~re previously committed to e~nd has not made any new 

commitments (i.e. in the WFOB structure), despite having been presented with some attractive 

buying opportunities, Sino-Forest has therefore not grown its f!sset base as it would hove but for 

the MW Repol't. 

185. Also, the Sino~Forcst Companies have had an extremely difficult time collecting 

outstanding receivables ns u result of the perceived uncertainty sunounding them in the PRC, 

The toto! amo1;mt of O\Jtstanding receivables in the WFOE structure was approximately $130.5 

million as at Febn1ury 29, 2012, with more than 83.5% of those I'eccivables being over 90 days. 

Sino~Forc~t's counsel in the PRC, KaiTong Law Firm, hf\s sent legal demand letters to 12 BVI 

trading companies for accounts receivable totaling approximately $126 million and Live WFOE 
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companies totaling approximately RMB 224.5 million. Additionnl legal demand letters for 

smf\llet• accounts are also in process, and other accounts receivable are being negotiated. 

186. At the ·same time that the Sino-Forest Companies are having a difficult time col'lecting 

outstanding J'eceivables, they are receiving increased demands on their pay abies. Certain of Sino· 

Forest's creditors in the PRC have taken aggressive collection tactics in the PRC, including filing 

court ·claims in an effort to be pnid amounts owed to them by Sino-Forest. If the uncertainty 

related to SFC is allowed to continue to affect Sino-Forest's business operations, Sino~Forest 

expects increasing legal actions from othea· creditors. 

187. Sino-Forest has not been able to secure or renew ce11ain existing onshore banking facilities 

and has been unab Je to obtain offshore letters of credit to facilitate Slno-Fol'est's trading business. 

All offshore banking facilities have been repaid and frozen, or cancelled. S1nce June 2, 2011, all 

Hong Kong banks have nsked for voluntary repayment of outstanding loans. Banklng facilities 

with a total credit amount of$67.9 milHon were terminated by four banks between June 10,2011 

and August 29,2011. Facilities of$152.3 milUon were frozen upon full repayment. In the PRC, 

facilities tohlling RMB 159.6 million were asking for voluntary repayments. For the PRC banks 

providing facilities, SinowForest was requested to increase its cash deposits so as to demonstrate 

financial strength. Th is has lead to substantial damage in Slno-Forest1s operations, and affects 

SinowForest's ability to complete obligations under existing contracts, l'esulting in losses 

potentinlly in excess of $1'00 million. 

188. Various projects and contracts, such as nursery pr~jccts in certain provinces with a contract 

value of approximately RMB 1 billion, have been stopped or ru·c tmable to be fulfilled. 
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189. Due to the allegations in the MW Report, the PRC government is expressing increased 

concem over SFC and is becoming Jess inclined to be supportive of Sino~Forest, making the 

ability to obtain legal doct1ments more difficult. For example, the PRC gove1·nment has withheld 

cuttin.g licenses resulting in lower harvesting volumes. Relationships with local govemment and 

local plantation suppliers have also become strained, resuWng Jn many difficulties and obstacles 

in Slno-Forest1s operations including an inabiHty to complete certain acquisitions of plantations. 

For example, in the Anqlng, Anhui area in the PRC, the local govemment no longer showed 

support to Sino-Forest and the plantation land ownet• refused to honour the plantation pu1·chase 

contracts. 

2. Fees and Expenses 

190. SFC has and will continue to Incur a substantial amount of fees and expenses in connection 

with the examination by the IC (and now the Audit Committee and Restructuring Committee), 

the investigations by the OSC and the RCMP, and the class action lawsuits. Fmthel', pw·suant to 

indemnification agt•eoments between SFC and its directol's and certain officers as well as with 

audttOJ'S, underwriteJ'S and other parties, SfiC may be obligated to indemnify such individuals fot· 

additional legal and other expenses pm•suant to such proceedings. The aggregate of such fees and 

expenses is substantial and has had an extremely negative effect on Sino~Forcst1 ~ ope1·~ting 

results. 

3. VaJue of Common Sh;nes nnd Ct·edit H.ating 

191. Prior to the relense of the MW Report on June 2, 2011, SFC1s common shares had a 20-day 

volume weighted average price of Cl)N $19.58 f'o1· a total market capitalization of appl'oximatcly 

CDN $4.8 billion. I.n the weeks that followed the release of the MW Report, the value of SFC's 

common shares plunged to a low of CDN $1.29 for a total mal'ket capitalization of 
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approximately CON $300 million. As at August 25, 2011, the day prior to the OSC cease 

trading S'FC's common shares, its shares were trading at CDN $4.81 for a total ma1·k~t 

capitalization of approximately CON $1.2 billion, 

192. Tho allegations set forth In the MW Report have resulted in a materla.l decline in the 

market value of SFC's common shares and notes, On June 30, 2011, Standard & Poor's Ratings 

SeJ'Vices lowered its long~term .corporate credit rating on SFC to 'B+' from 'BB', lowered the 

issue ratings on SFC's outstanding senior notes and convel1ib1e notes to 'B+', and lowered the 

Greater China scaJo credit ratings on SFC and ita notes to 'cnBB' from 'onBBB~'. On August 29, 

2011, StandEU'd & Poor downgJ'aded to 'CCC"'• then withdrew its ratings. Fitch Ratings withdrew 

its Foreign Currency Iss\Jer Default Rating and senior debt rating of 'BB·' on July 14, 2011, after 

placing SFC on Negative Watch on June 20, 2011, On July 19, 2011, Moody's Investors Service 

downgraded the corporate family and senior unsectlred debt ratings of SFC to 'B 1' from 'Ba2'. On 

August 29, 2011, Moody's downgraded to 'Caal' fi'Om 'B 1 ', and on December .J 4, 201 l, Moody's 

downgraded to 'Cal' and withdrew its rating. 

I 93. Sino-Forest's primal'y sources of funding have been shot"t-term and long~tenn bor1·owings, 

equity offerings and cash generated by operating activities. Howevel', as a result of the 

reputational damage that the MW Report inflicted on SFC, I bolieve that SFC has no abillty to 

.access the capital markets at the present time, including to refinance its notes. 

VI. CLAIM AGAlNST MUDDY WATERS 

194. On March 29, 20 J 2, SFC commenced a claim in the Ontario S:uperim· Cotn1. of J1:1stice 

against Muddy Wuters, its principal, nnd persons who traded with prior knowledge of the MW 

Repo1t. A copy of SFC's claim ogainst Muddy Waters et al is attached as Exhibit "DB". 

491 



52 

195. In this action, SFC seeks total damages in the sum of CDN $4 billion in relution to harm 

caused to SFC as a result of the allegations made by Muddy Waters. If SFC is successfully 

restructured as contemplated, it is anticipated that the action will be funded by the litigation trust 

pl'Ovided for in the Support Agreement described below, and tho benefits of the action will be 

shared as contemplated by the Support Agreement. 

VII. PROPOSED RESTRUCTUlUNG TRANSACTIONS 

196. Following extensive ann's length negotiations between SFC and the Ad Hoc Noteholders, 

the parties entered into the Support Agreement The Support Agreement contains, among other 

things, the summary tetms and conditions of a going concern restructuring of SFC (the 

11Restructuring Transaction 11). A copy ofthe Support Agreement ls previously attached. 

197. The Suppoti Agreement ])rovides that SFC will file the Plan in order to implement the 

Restructuring Transaction as part of this CCAA proceeding, and that the Consenting Noteholders 

wiJJ v0te their notes in favour of the Plan at any meeting of creditors, each subject to certain 

conditions. 

J 98. From a commercial pei·spectivc, the Restructuring Transaction contemplated by the 

Support Agreement is Intended to accomplish the following objectives: 

(a) the separation of Sino-Forest~s business operations from the problems facing SFC 

otJtside of the PRC by transferring the intermediate holding companies which own 

"the business11 and SFCs intercompany claims against its subsidiaries (which include 

the entire substantive operations of the Sino~Forest Companies) to the noteholders in 

compromise of their claims against SFC (if the Sale Process does not generate a 

superior transaction, as described below); 
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(b) the Sale Process being undertaken to determine lfnny person or gt'Ot.lp of persons will 

purchase SinopForest's business operations pursuant to the Plan for an amount of 

consideration acceptable to SFC and the noteholders, with the potential for excess 

above such amount being directed to Junior Constituents. The Sale Process is 

intended to ensut·e that SFC is pursuing all avenues to maximize value for its 

stakeholders; 

(c) a structure (including funding) that will enable litigation claims to be pursued for the 

benefit of SFC's stakeholders in accordance with the Support A-greement against a 

number of potential defendants (including Muddy Waters, its principal, and any 

persons who benefited from the allegations made by M1:1ddy Waters in a coordinated 

way); and 

(d) if the Sale Process does not result in a sale, the Junior Constituents recovering some 

"upside" in the form of a pl'Ofit participation if Sino-Forest1s business operations 

acquired by the noteholders are monetized within seven years from the date of the 

Impleme-ntation of the Plan at a profit, as further desol'ibed in the Support 

Agreement. 

199. The decision to enter into the Support Agreement was given careful consideration by SFC 

and the Board and was not taken lightly. However, the inability to obtain an audit creates a 

default under the note indentures which simply cannot be cmed within a l'cnsonable timef1·ame, if 

at all. 

200. More significantly, it has become clear that the problems facing SFC outside of the PRC 

are causing Sino-Forest's business operations in tbe PRC to deteriorate and that, unless decisive 
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steps are taken to restructme Sino-Forest, the PRC b'usiness operations will continue to 

deteriorate to the point that they will cease to be capable of being turned around, which will 

fm1hcr diminiah the vah.tc that can be realized for SFC and its stakeholders. While there remains 

substantial work ahead in the PRC to turn the business around and convince stakeholders in the 

PRC (Including customers, S\.Jpp~iers, employees and PRC governmental officials of all levels) 

that the Sino~Forest business built up over the past 18 years is here to stay, I fi rmly believe that 

the transactions which SFC proposes to initiate pursuant to tho CCAA will show a path out of the 

uncertainty which it has faced since last June. 

201 . The Support Agreement provides that SFC will make an application under the CCAA in 

order to implement the Plan. The Consenting Noteholders executed the Support Agreement on 

the basis that a restructuring of SFC as proposed would be undertaken pursuant to the CCAA. 

202. But for the negotiation and execution of the Suppol't Agreement, SFC would bo unable to 

prevent the acceleration nnd enforcement of the rights of the noteholdcrs as soon as April 30, 

2012, in which case SFC would be unable to continue as a going concern, and is thus insolvent. 

Accordingly, and for the reasons set out herein, a restructuring is urgently required and should be 

p1.1rsued to preserve its enterprise value. 

203. SFC has reached an agreement on a consensual restructuring transaction with the Ad Hoc 

Noteholders. SFC is seeking a stay of proceedings under the CCAA in order to allow it time to 

proceed to develop the Plan which, if approved by the creditors and this Honourable Court, 

would, among other things, allow for a going concern emergence of Sino~ Forest's business. 
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VliJ. THESALEPROCTtSS 

204. Under the Sale Process, SFC, through its financinl advisor, Houlihan Lokey ("Houlihan")> 

and with the oversight of the monitor, will seek qualified purchasers (h1ch1ding existing 

shareholders and noteholders) of SFC's assets on a global basis and attempt to engage them in 

the Sale Process. The Sale Process Procedures, which were agreed to by the partles to the 

Suppm1 Agreement in consultation with the proposed monitor, provide that SFC will have up to 

9.0 days to solicit letters of Intent, and if qualified lette1·s of intent are received, a f11rther 90 days 

to solicit qualified bids, A copy of the Sale Process Procedures i::~ attached as Schedule D to the 

Support Agreement. 

205. I believe lot is critically important fbat the Sale Process Order be granted at this time for a 

variety of reasons, First and most importantly, it is very impo1·tant that SFC conclude a 

restructuring by the end o.fthe third fiscal qum1er. The business ofthe Sino~Forest Companies is 

seasonal, and the vast major-ity of transactions (both purchases and sales) typically occur in the 

third and fourth quarters, All stakeholders will thereforo be prej\1diced if SFC cannot complete a 

restructluing by the end of the third quru·ter, or soon thereafter, as the business wiH continue to 

be frozen through the criticaltourth quarter. 

206. Wi.th that target end date in mind, the process must begin immediately. I understand that in 

other insolvency filings in Canada, sale processes have been done on much shortet• timetables 

than what SFC is proposing; however, I believe the proposed timetab1e is necessary and 

upproprit1te in light of the specific circtJmstances. In fact, ·given the critical timing of this process, 

I urn £1wnre that Houlihan has already been in contact with parties who may be interested purties 

in this Sale Process. 
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207. The assets being sold, especially given the allegations in the MW Rep011, are extremely 

complex and are being offered for sale withm1t current audited financial statements. Potential 

buyers therefore need to be affo1·ded sufficient time to do d11e diligence. 

208. In addition, there are limited potential buyers for these assets. I believe that potential 

buyers will need to have, in addition to the significant capital to complete a transaction of this 

size, an in-depth and intimate knowledge of the PRC market. 1 do not expect that the u·Jtlmate 

buyer for these assets, If any, will be a typical buyer of disuessed assets in an insolvency 

proceeding, 

209, Acco!'dingly, given that a transaction must be implemented as soon as possible, and given 

the complexity of the assets and the fact that there is a limited universe of potential buyers, I 

believe it is necessary that the Sale Process Order be granted at this time, and that the Sale 

Process p1•ovldes the best potential for recovery foJ' SFCs stakeholdel's, 

210. I have no reason to believe that any creditors have a bona fide reason to object to the Sale 

Process. 

IX. SFC MEETS CCAA STATUTORY REQUIREMENTS 

211. I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, that the CCAA 

applies in respect of a "debtor company'' if the claims against the debtor company or affiHated 

debtor companies total more thun CDN $5 million. I am further advised by Gary Solway that a 

11debtor company" is ~~ company incorporated under an Act of Parliament or the leglslature of a 

province which has, among other things, become banlm1pt or insolvent. 
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A. SFC is» "Compnnyrr Under the CCAA 

212, SFC is(\ "company11 to which the CCi\i\ applies as it is a company continued under the 

CBCA A copy of SFC'::; articles of continuance was previously attHched, 

B. SFC has Clrdms Against it in Excess of $5 Million 

213. As discussed above, SFC has debts against it far in exces-s of the CDN $5 million statutory 

requirement. 

C. SFC is Insolvent 

214. I am advised by Gary Solway ofBennett Jones LLP, co1.msel to SFC, that under section 2 

of the Bankruptcy and Insolvency Act (and a similar definition exists under sections 192(2) and 

208 of the CBCA), ~m insolvent person is one whose liabilities to creditors exceeds CDN $1,000 

and (i) is fo1' any reason unable to meet his obligations as they generally bocome due, (ii) has 

ceased paying his ou11'ent obligations In the ordinary course of business as they generally become 

d1.~e, or (iii) the aggregate of whose property Is not, at a fair valuation, sufflcient, or, if disposed 

of at a fairly conducted sale under legal process, wo1.1ld not be sufficient to enable payment of all 

his obligations, due and accruing due. 

215. i\s discl.Jsscd herein, the holders of SFC1s senio1· notes entered into waiver agreements 

wherein they agreed not to have the indenture trustees demand immediate payment of the 

principal amount of the seniOI' notes. Suoh waiver agreements expire on the earlier of Aplil 30, 

2012 and any earlier tennination of the waiver ngreements in accordance with their terms. 

Moreovel', in addition to the default dealt with pursuant to the waiver agreements in respect of 

the Q3 Results, SFC will be in further defa1.1lt on April 30, 2012 as a result of the fact that it will 
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fl:lil to file its audited 2.0 11 Results. As discussed in greater detail herein, SFC will be unahle to 

Cl.Jre such default in the immediate to near term (if ever). 

216. But for the execution of the Support Agreement and the standstill provided for therein, the 

indenture trustees under the notes could be entitled to accelerate and enforce the rights of the 

noteholders as soon as April 30, 2012. Without the liquidity provided by the waiver agreements, 

SFC wouJd be unable to meet its obligations as they come due or continue as a going concern 

and is thus insolvent. 

X. RELIEF SOUGHT 

A. Stay of PJ•oceeclings 

217. SFC needs a stay of proceedings to p\lrsue and lmplement the Restruotul'ing Transaction in 

an attempt to complete a going .concern t•estructul'ing of its businesses. In the intel'im, the class 

actions lawsuits, as well as any other poteatlal actions, need to be stayed so that the 

Restructuring Committee can focus on formulating the Plan. 

B. Appointment of Monitor 

218. FTI Consulting Canada Inc. C'FTI") has consented to act as the monitor of SFC (the 

11Monitor'1) ln the CCAA pmceedings, and I believe that FTI is qualified and competent to so act. 

219. FTI will be filing a pre-filing report with the Court as prospective monitor in conjunction 

with SFC's request for rellefunder the CCAA. 

C. Puymeuts During CCAA Proceeding 

220. Durine; the course of this CCAA proceeding, SFC intends to make payments for goods and 

services supplied post-flling as set out in the cash flow proj~ctions described below and as 

petmitted by the draft Initiul Order. 
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D. Administrat:ion Chnrgc 

221. 1t is contemplated that the Monitor, counsel to the Monitor, counsel to SFC, counsel to the 

Board, Hotllihan, FTI Const!Iting (Hong Kong) Limited, counsel to the Ad Hoc Noteholders and 

the financial advisor to the Ad Hoc Noteholders wou~d be granted a first priority Court-ordered 

charge on the assets, property tmd undertakings of SFC, other than SFC's assets which are 

subject to Personai Property Secur.tty Act registTations {the '1SJ?C Property") In priority to all 

other charges (the "Administmtion Churge11
) up to the maximum amount of CDN $15 million In 

respect of their respective fees and disbutsements, lncuned at standard rates and charges. SFC 

believes the Administration Charge is fair and 1-ensonnble In the circumstances. 

222, The nature of the Sino-Forest Companies' business requires the expertise, lmowledge and 

continuing participation of the proposed beneflcinries of the Administration Charge in order to 

complete a successful restructuring, I belisve this Administration Charge is necessary to ensure 

their continued participation. 

223. I do not be'lieve that there is any unwammted duplication of roles between the proposed 

beneficiaries of the Administration Charge. 

E. Directors• Chllrge 

224. A liUccessfu l t·esti'Ucturing of SFC wlll only be possible with the continued participation of 

the Board. TheRe personnel are essential to the viablUty of the continuing business of Sino~ 

Forest. SFC's Board members have spccinlized expertise and relationships with Sino~Forest's 

suppliers> employees and other stakeholders, as well as knowledge gained throughout the rc 

process that cannot be replicated or replaced. 
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225. The directors of SFC have indicated that due to the potential for significant personal 

liabiHty, they cannot continue their set'Vice in this restructuring unless the Initia:l Order grants n 

charge on the SFC Prope11y in priority to all other charges except the Administration Charge, ns 

security for SFC's indemnification obligations for the potential obligations and liabilities they 

may incur after the commencement of these proceedings. It is proposed that the directors of SFC 

be granted a directors' charge ln the am<mnt of CDN $3.2 million (the 11Directors' Charge") over 

the SFC Property. SFC believes the Directors' Charge Is fair and reasonable in the circumstances. 

226. SFC, for itself and its subsidiaries, currently has primary Insurance coverage of $10 million 

and five separate excess insurance policies collectively providing CON $45 million (the "2012 

Insurance Policies"), for a total of CDN $55 million of coverage in place to attempt to protect 

SFC and its directors and officers. The 2012 Insurance PoUc.jes were put in place and became 

effective after prior policies of insurance were not renewed following their expiry on December 

31, 2011, by the insurers who had issued the poLicies (the "20 11 Insurance Policies"). Although 

cove1:age is being provided to SFC and certain of its directors and officers under the 2011 

Insurance Policies for claims that were advanced or threatened prior to the expiry of the 2011 

Insurance Policies on December 31, 2011, those policies provide no coverage or protection to 

SFC or its officers and directors fol' new claims that are made after December 31, 2011 which are 

based on new events or allegations unrelated to the subject matter of the claims that have already 

been advanced or threatened. 

227. As was the case with the 2011 Ins\.ll·ance Policies, the 2012 Insurance Policies provide for 

lhree types of coverage: (i) director and officer liability, (ii) corporate liability for indemnitiable 

loss, and (iii) corporate liability arising from securities claims. The 201 2 Insurance Policies 

expire on Decembe1· 31, 2012 and exclude coverage for directors, liabilities for w~ges. There are 
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also othcJ· exclusions and llmitatlons of coverage which may leave SFC's dh!ectors and officers 

without coverage under the 2012 Insurance Policies, Depending on the circumstances of any 

particular claim, the insurers which have issued the 2012 Insurance Policies may deny coverage 

on the basis that the 2012 Insurance Policies exclude such other claims, that coverage limits have 

been exhausted by claims made against the 2012 Insurance Policies, or that the matters reported 

fall within the coverage provided by the 2011 Insurance Policies (which at'e already responding 

to a number of significant claims that have the potentiul to exha\lSt OJ' exceed the applicable 

limits). Finally, there Is no gum·antee that SFC will be able to renew the 2012 Insurance Policies 

when they expire at the end of the year. 

228. Contractual indemnities have been provided by SFC to its directors. SFC does not have 

sufficient f"Unds to satisfy those indemnities should the directors of SFC inour obligations and 

liabilities in that regard after the commencement of these proceedings. 

229. The Directors' Charge is necessary so that SFC may benefit fTom its directors• experience, 

knowledge and ability to guide SFC's restructuring efforts. It is critical to the restructuring 

efforts that SFC's directors remain with SFC in o1·der to assist SFC in achieving the Restructuring 

Transaction to benefit SFC's stakeholders. 

230. As such, it is proposed that the priorities of the Adminish·ation Charge and the Directors' 

Charge be as follows: 

(a) Fit:st - Administration Charge; und 

(b) Second- Directors• Charge. 
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231. B(lsed on the books and Tecords of SFC, and to the best of my Jcnowledge, there arc no 

secured creditorll who are likely to be affected by the Administration Charge or the Directot·s' 

Charge. 

F. Postponement of Annual Shareholders' Meeting 

232. As previously mentioned, SFC is a public company under the CBCA. I am advised by 

Oury Solway of Bennett Jones LLP, cm.msel to SFC, that, as such, SFC is t·eq\lired, pursuant to 

paragraph 133(1 )(b) of the CBCA, to call an annual meeting of its shareholders by no later than 

.Ttme 30, 2012, being six months after the end of its preceding financial year which ended on 

December 31, 20 J 1. Accordingly, SFC Is required to call its annual general meeting no later than 

J1.:me 30, 2012. SFC's annual general meeting has typically been held in the month of May. 

233. However, the management of SFC and other Sino~Forest C-ompanies arc presently 

devoting their efforts to stabilizing the business with a view to implementing the Restructuring 

TJ•ansaction in accordance with the terms of the S1.1pport Agreement. 

234, Preparing the proxy materials required for an anm.ml meeting of sha1•eholdcrs (which mllst 

be prepared well In advance of any meeting so that they can be mailed to shru·eholders in 

advance of the meeting) and holding the annual meeting of shareholders would divert the 

attention of senior management of the Sino~Forest Companies away fTom implementing the 

Resi1·ucturing Transaction, would require significant financial resources, and could impede SFC's 

ability to achieve a restl·uctudng under the CCAA. 

235. In addition, pursuant to section 155 of the CBCA, SFC is required to place before the 

annual meeting financial statements of SFC for a period ended not more than six months pdor to 
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the date of the mmual meeting. SFC has been unable to complete its financial statements for the 

reasons all'eady discussed. 

236. I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, that~ under 

subsection 1 06(6) of the CBCA, If directors are not elected at an annual meeting, the incumbent 

directors will continue to hold office until their successors are elected, 

237. Certain financial and other information is and will continue to be available to the public 

through SFC's court filing which will be easily accessible on the proposed Monitor's website 

(http://cfcanada.fticonsulting.com/sfc). Consequently, the fa.ilure to hold un annual general 

meeting within the time prescribed by the CBCA will not d~prive shareholde1·s of access to the 

financial information of SFC that is publicly available from SFC. 

238. Under the circumstances, I believe it is impractical for SFC to call and hold an annual 

meeting of shareholders during this CCAA proceeding. 

G. Fo••eign Procoodings 

239. s·FC is seeking in the Initial Order to have the Monitor authorized, as the fot·eign 

representative of s·Fc, to apply fol' recognition o.f these proceedings, as necessary, in any 

jurisdiction OtJtside of Canada, including as 11Foreign Mai-n PI!OCeedings" in the United States 

pursuant to Chapter 15 ofthe U.S. Bankruptcy Code (the "Chapter 15 Proceedings11
). The initial 

effect of the Chapter 15 Proceedings would be to give effect to the Initial Order in the United 

Stat~ . 
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H. Jt'inanclal Advisor Agreement 

240. It became c}eru· to SFC at the beginning of September 201 1, that it would grently benefit 

fi·om the expetiise of a financial udvisor. Accordingly, SFC invited four reputable global 

fimmcinl advisory firms to make presentations for the l'Oie on or about September 14, 2011. 

Hou1lhan was selected as SFC's tirst choice ns a result of, among othel's, its significant 

experience in debt restructurings, its strong presence and reputntion in both the North American 

and Asian markets, and its strong standing with the global noteholders community, especially 

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

241. On or about September 26, 2011, Bennett Jones LLP, as counsel to SFC, entered into an 

agreement with Houlihan relating to HouHhnn's provision of financial advisory and investment 

banking services to SFC. That ag1·eement was amended and replaced by an agreement dated as 

of December 22, 2011 (the 11Financlal Advisor Agreement11
). A copy of the Financial Advisor 

Agreement is attached as Exhibit 11CC11 • 

242. The Financial Advisor Ag1·eement provides, among other things, that if SFC commences 

any proceedings undel' the CCAA or similat· legislation or statute, SFC will promptly seek to 

have the Court approve (i) the Financial AdvisOl' Agt·eement, and (ii) Houlihan's retention by 

SFC under the terms of the Financial Advisor Agreement, including the payment to be made to 

Houlihan thereunder. As such, the draft Initial Order-provides for such approvals. 

243. It is my belief that Houlihan's signiticant restructuring experience and expertise in the area 

of debt restructuring has greotly benefited SFC. The proposed Restl1lcturing Transaction would 

not have heen achievable without the advice and nssistance of Houlihan. Ho~Jiihan was also 

instrumentul in assisting SFC in obtaining tho waiver agreements described herein. 
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244. Houlihon has spent ftpproximately seven months working closely with senior management 

of SFC f\nd its other !ldvisors, Houlihan has greatly assisted SFC in its testructuring efforts to 

date and has gained u thorough unct intimate understanding of the Sino-Fol'est b\1siness, If SFC 

was deprived of the benefit of Houlihan's continued advice and assistance and was required to 

retain n new fimmciaJ advisor, it would Jikely take a signlilcant period of time for such a 

financial advisor to acquire a similar working knowledge of the business and wo·uld make it 

extremely difficult, if not impossible, to implement the Restrttcturing Transaction in the cul'l'ently 

contemplated time frame. Thus, I believe that the contir~ued involvement of Houllhan is 

essential to the completion of the Restructuring Transaction. 

245. It is also my belief that the quantum and nature of the remuneration provided for in the 

Financial Advisor Agreement is fair and reasonable. Speclficnlly, the restructul'ing fees payable 

to Houlihan tlre only payable if a restt·uctuting transactioN is compieted and the quantum of those 

fees is dependent on various factors intended to meas\ll'e the success of the restructuring. 

XI. 13 WEEK CASH FLOW FORECAST 

246. As set out in the cash flow forecast attached as Exhibit "DD11
, SFC's principal uses of cash 

during the next 13 weeks will consist of the payment of ongoing day~to~day operationnl 

expenses, lhe costs associated with the ongoing Investigation into the MW Report, the costs 

associated with responding to demands fi·om the OSC, HKSFC and RCMP for information, and 

professional fees and disbu•·sements in connection with these CCAA proceedi:ngs. 

247. As at March ?.9, 2012, SFC had approximately $67.8 million availrtble cush on hand. 

SFC's cash flow fol'ecust projects that, subject to obtaining the relief o\Jtlined herein, it will have 

sufficient cush to fund its projected operating costs for tho next 13 weeks. 
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Xll. CONCLUSION 

248. l am confident thut gmnting tho IniU~l Order Hnd S"Ie Pwcess ·Orclor SO'-lght by SFC ts in 

the be.st interests of SFC <l.nd lta stakQholders. SFC requires the stay of proceedings to pl..ltlltJe 

nnCI implement the RMU'\lOtm1t1g Tl'ansAction in on attempt to complete a going ooncorn 

.r.esttuotuJting af its b-uslnesse.~. The Ad Hoo Noteholdera suppo11 thls appHca~lon and SFC's 

p1.mn1it of the Plan In thiB CCAA proceeding. 

249, Witho-ut the stRy of proceedlngR and the opportunity to effect the Restruotmlng Tl'o.nsa.otlon 

(includ.lng fh~ Sale J>l'ooo.ss), Slno~Forest fft.Oes a posaiblo oea:mtion of going concet•n opet'tltlotts, 

tho Hquidution of its tlSSets, and th~ loss of employment forE\ ~lgnlficant numb<:ll' of QtnployeQil 

worldwide. Tho gra»tlng of the requosted .stny of procecdlng11 wtiJ alls-lst a.n orderly l'~Rtl'Uoturlng 

ofSFC. 

SWORN BEFORE MB at the City GfHogg ) 
Kong, Special Administt·atlve Region, ) 
Pcople1a Republic ofChitm, this ~0\h dtl)' of ) 
Mflrcb, 20'1 2 ) 

) 

Solicitor. Hong Kong SAR 

W •• 'Tudaon MIH'tin 
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1, Slno"Panel Holdings Limited (BVJ) 
2. ~lno-Globat Holclings Inc, (BVI) 
3.. Shlo .. Wood Pm·tners, L1mlted (HK) 
4. Grandeur Wlnway Limited (BVI) 
5, Slnowln Investments Dlmlted (BVl) 
6, Slnowood Limited '(C~yman Islands) 
7. .Slno"Fol'est Blo"Solence Limited (BVI) 
8, Sl110'1Forest Resouroes Ino. (BV.l) 
9, Slno"Phmtatlo11 Limited (HK) 
10, Sud-.Woocl Ino. (BVI) 
11. SlJlo .. Fol·est Investments Limited (BVl) 
12. Sino" Wood (Chumgxi) Limited (HK) 
13. SinouWood (Jiangxi) Limited (HK) 
14.. Sino .. wood (Oua11gdoug)Limlted ·(HK) 
15. Sino" Wood (Fqjlan) Limited (HK) 
16, 'Sino .. Ptmel (Aala) Ino, (l3Vl) 
1'7., Sino .. Panel (Guan.gxi) Lhmted (BVl) 
18. Si11o .. Pt1-nel (Y1.JNnan) Limited ~BVI) 
19. •. S.ino .. Panel (North Bast CWna) Llmi ted (B VI) 
20. 'Sino .. Panel [Xlangx!) Ltmlted (BVI) 
21. :Slno .. Panel [Htman] Limited (BV1) 
22. SFR (China) Ino. (BVI) 
23, Slno-Pm1el [Suzhotl) Limited {BVI) 
24, ·Slt1o"'Pwel (Ouo;ya0) Ltd, (BV.I) 
2:5, Slno .. Panel (Guangzhou) Li111ited (BVI) 
26, Slno-.Panel (North Se~) Limited (BVI) 
27~ S•lno .. Panol ~Gt~-lzhou) Limited (BVI) 
28. Slno .. J)~nel (Hualhl.la) Li1111ted ·(BVI) 
29. ·EHnowPnnel (Qlnihotl) Lhnitec\ (BVI) 
30, Sino .. P-n.nel (Yongzhm1) Limited (BVI) 
31. Sino .. Panel {F~\iia.n) Umited '(BVI) 
32. Sino-Panel (Sh~~o)!~Ulg) Limited (BVI) 
33. Amplemmc Wodclwdde Limited (B'VI) 
·34, Ace Sup1·eme lnte1'l1atlonal Limited (BVI) 
35. Exp1'ess Po~nt Holdmgs Limited '(BVI) 
36. Glory Billion Interna.tiona! Limit-ed (BVI) 
37, Smat•t S1.11·e Bnterpdaes Llmltecl (BVI) 
38, EKpert Bonus Inve.stm~nt Lil'nited (BVI) 
.39. Dynamle Pl'ofit Holdings Limited (BVJ) 
40, A!Bnnoe Mnx Limited (BVI) 
41. Bt·Ed11 .Fol'ce LhniteGl (BVI) 
42. Ge11ern1 Bxoel Limited (BVI) 
43. Poly Mru·ket Limited (BVI) 
44. Pt'lme Kine:ffc Llmited (BVI) 
45, Tl'lllion Edge Limited .(BVI) 
46, Sino~Panol {China) Nursery Lhnltod (BYr) 
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47, Slno,.Wood Trading Lhnlted :(BVl) 
48. Hornlx Lhnited (BVJ) 
49 .. S·il'lo~Pa.nel Trading Limited (BVI) 
50, Sino-Panel (R\1ssla) Lhnited (BVI) 
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51 .. Sh1o·Global Ma1111gem()nt Cot1sulting Ino. (BVl) 
52, Value que~t Inte1'll~t1ena.l Lhnlood ·(BVI) 
53. Well I<.ee11 Wol'lclwlde Limited (BVI) 
54, Hat-vest Wonder Wol'ldw.id e Limited (B VI) 
5S, Cheer Gold Wor.Idw!.Gle Lbnlted (BV£) 
56, Regal Wln·Cnpltal Limited (B'Vl) 
57. Rich Cholco Worlclwlde Limited (BVI) 
58. Sh1o~Fo1•est Internationu.l (Barbncloa) Col'porf\tlon 
S9, Malldt•a ForostryHoldtngs Limited (BVI) 
·60, Mandl1f\. FDl'Ostl•y Finance Lim1ted (BVI) 
61, Mandl~ FQl'eBtry A.nhui Umit~l (B VI) 
62, Ma11ch-a Forestry Hubei Limited (BVD 
63, Slno-Capftal.Qloba.llno, (BVl) 
64. EUte Le.gaoy Limited (BVI) 
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