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SFC, the Monitor, the ad hoc committee of Noteholders (the "Ad Hoc Noteholders™), 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. THIS COURT ORDERS that any capitalized terms not otherwise defined in this Plan
Sanction Order shall have the meanings ascribed to such terms 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. THIS 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 (i1} 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.



SANCTION OF THE PLAN

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 Class.

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 OGRDERS AND DECLARES that the Plan 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 enure 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.

10.  THIS COURT ORBERS 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



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

hereby approved.

12. THIS 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 terms. Following the Plan Iimplementation Date, the Monitor
shall file the Monitor's Certificate with this Court.

13. THIS 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.  THIS COURT ORDERS that SFC, the Monitor 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 matfer 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.



COMPROMISE OF CLAIMS AND EFFECT OF PLAN

16.  THIS COURT ORDERS AND DECLARES that, pursuant to and in accordance with
the terms 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 termns 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 Interest on the Notes and any interest accruing on the
Notes or any Ordinary Affected Creditor Claim after the Filing Date) shalt 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 matier shall be permanently stayed.

15, 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 II 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) D&O Claims, Conspiracy Claims, Continuing Other D&O



Claims, Non-Released D&O Claims, Affected Claims, Class Action Claims, Class Acton
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. 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 II 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 all 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 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.

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 undervalue, shall not apply io the Plan or to any payments, distributions, transfers,



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 Scbedule “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 of Newco as of the Effective Time.

27. THIS COURT ORDERS AND DECLARES that upon the Plan Implementation Date the
initial Newco Share in the capital of Newco held by the Initial Newco Shareholder shall be decrned

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, THIS COURT ORDERS that all obligations, agreements or leases to which (i) SFC
remains a party on the Plan Implementation Date, or (if) 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,
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 of this 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 io the Plan.

30. THIS COURT ORDERS that 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 procecded with or that may be

commenced, taken or proceed with to advance any Released Claims.
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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 Emst & Young (other than atl steps or proceedings to implement the
Emst & 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 Comnission 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, cancelied and
barred on the Plan Implementation Date at the time or times and in the manner set forth in
section 6.4 of the 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&0O Claims and Non-Released D&O Claims), D&O
Indemnity Claims (except as set forth in section 7.1(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 Subsidieries 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 of the Plan;

any portion or amount of liability of the Third Party Defendants for the Indemnified
Notcholder 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;

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
Notcholder Class Action Claims together) that exceeds the Indemnified Noteholder
Class Action Limit;

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
Noteholder Class Action Claims together) to the extent that such Class Action
Indemnity Claims exceed the Indemnified Noteholder Class Action Limit;

any and all Excluded Litigation Trust Claims;

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, 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&Q 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;

any and atl 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, without
limitation, members of any committee or governance council), partner or employee of
any of the foregoing, based in whbole 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 shatl 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;

11
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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 bowever
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 indernnification 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;

all Subsidiary Intercompany Claims as against SFC {which are assumed by Newco
and then Newco 11 pursuant to the Plan);

any entitlemnents of Emst & Young to receive distributions of any kind (including,
without limitation, Newco Shares, Newco Notes and Litigation Trust Interests) under
this Plan;

12
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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

(0) any entitlements of the Named Third Party Defendants to receive distributions of any
kind (including, without limitation, Newco Shares, Newco Notes and Litigation Trust
Interests) under this Plan.

33.  THIS COURT ORDERS that nothing in the Plan por 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. THIS COURT ORDERS that the Trustees are hereby authorized and directed to release,
discharge and cancel any guarantees, indemnities, Encombrances or other obligations owing by

or in respect of any Subsidiary relating to the Notes or the Noto 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
Claiins, 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).



14

38. THIS COURT ORDERS that 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 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 reguiation, 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 shall 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 (i) all Affected Creditors shall be deemed to consent to any such treatment of
any Litigation Trust Claims.

4), THIS COURT ORDERS that the Emst & 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:

14
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®
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approval by this Honourable Court of the terms of the Ernst & Young Settlement,

including the terms and scope of the Emst & Young Release and the Settlement Trust
Order;

issuance by this Honourable Court of the Settlement Trust Order;

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 Emst & Young Settlement

and any other necessary ancillary order;

any other order necessary to give effect to the Ernst & Young Scttlement (the orders
referenced in (¢) and (d) being collectively the “Ernst & Young Orders™);

the fulfillinent of all conditions precedent in the Ernst & Young Settlement and the
fulfillment by the Ontario Class Action Plaintiffs of all of their obligations
thereunder;

the Sanction Order, the Settlement Trust Order and all Ernst & Young Orders being
final orders and not subject to further appeal or challenge; and

the payment by Emst & Young of the settlement amount as provided in the Ernst &
Young Settlement to the trust established pursuant to the Settleinent Trust Order,

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

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

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

Settlement Trust confirming receipt of such settlement amount, the Monitor shall be
authorized and directed to deliver to Emst & 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 Emst & 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

15
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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 Settlement 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 of this Court.

44.  THIS 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 April 20, 2012 expanding the powers of the Monitor, and as
an officer of the Court, including the stay of proceedings in its favour; (ii) the Momitor 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

Moumitor.

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 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.

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-Implementation
Reserve and the Unresolved Claims Reserve, i3 as provided for in the Plan, the Plan Suppiement
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 Goodmans LLP, in its capacity as counsel to the Initial
Consenting Noteholders, shall be permitted 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. THIS 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 obligations 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

17
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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. THIS 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 Emst & Young, counsel to the
Underwriters and counsel to the Named Third Party Defendants to provide the parties to the
Clags 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 ASSISTANCE

53. THIS 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 "Privileges") shall not constitute a

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

18
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55. THIS COURT ORDERS that the current 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. THIS 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. THIS 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. THIS 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. THIS 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 foreipn 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 ta this
Plan Sanction Order, to grant representative status to the Monitor in any foreign proceeding,
or to assist SFC and the Monitor and their respective agents in carrying out the terms of this
Plan Sanction Order.

61. THIS 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 this

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

62, THIS COURT ORDERS that this Plan Sanction Order shall be posted on the Monitor’s
Website at http://cfcanada. fiiconsulting.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 govemed by the terms, conditions and provisions

of the Plan, which shall take precedence and priority.
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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 Morawetz 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.8.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.

ARTICLE 1
INTERPRETATION

1.1 Definitions

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 trusiee, 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 ss of December 17, 2009, 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.

*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,

“2(13 Notes” means the aggregate principal amount of U8$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 emount of US$399,517,000 of 10.25% Guaranteed
Senior Notes Due 2014 igsued pursuant to the 2014 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, all 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 Charge” 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 Adminisiration 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; & 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; BEquity 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 Censideration” 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 Canada,
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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 & Young 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 of JS$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 asctibed thereto in section 6.4(j) hereof.
“BIA” means the Bankrupicy and Insolvency Act, R. S, C. 1985, ¢, 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, covenanis, damages, judgments, orders, including for injunctive relief
or specific performence and compliance orders, expenses, executions, Encumbrances and other
recoverics 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 unliquidated, 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 occurring before, on
or after the Filing Date.

“CBCA?” has the meaning ascribed thereto in the recitals,
“CCAA” has the meaning aseribed thereto in the recitals.

“CCAA Proceeding” means the proceeding commenced 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 reasen
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, undispuied, 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 anticipaiory in nature, including any right or ability of any Person (including any
Directors or Officers of SFC or any of the Subsidieries) 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 determining the amount 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 calling 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 advariced 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 al, (Ontario
Superior Court of Justice, Court File No. CV-11-431153-00CP); (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 et al. (Saskatchewan Court of Queen’s Bench, Court File No.
2288 of 2011); and (iv) 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).

“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
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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 D&O 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 Notcholder 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 Claim” means (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 of SFC 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
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 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, 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 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&O0 Indemnity Claim” means any existing or future right of any Director or Officer of SFC
against SPC 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
Jacto 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 form.,

“Direct Registration Transaction Advice” means, if applicable, a statement delivered by the
Monitor, the Trustees, the Transfer Agent or any such Person’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 of Newco Shares and/or
Newco Notes repistered in the name of or as directed by the applicable Person in a Direct
Registration Account,

“Direct Subsidiaries” means, collectively, Sino-Panel Holdings Limited, Sino-Global Holdings
Inc., Sino-Panel Corporgtion, Sino-Capital Global Inc., 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, ¢xcluding 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 Notcholders may agree,

“DTC” means The Depository Trust Company, or any successor thercof,

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

“Early Consent Noteholder” means any Noteholder that:

(a) (i) as confirmed 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; (if)
provided evidence satisfactory to the Monitor in accordance with section 2(a) of
the RSA of the Notes held by such Noteholder as at the Consent Date (the “Early
Consent Notes”), as such list of Noteholders and Notes held has been verified
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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 to 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 Emst &
Young (in the event that the Frnst & 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
excluding 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
of SFC;

(a)  Claims equal to the amounts that such employees and former 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, statutary, or otherwise), lien,
execution, levy, charge, demand, action, liability or other ciaim, action, demand or liability of
any kind whatsoever, whether proprictary, 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 er former
shareholders asserted in the Class Actions;



(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.

“BEquity 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 section 3.2(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) of the CCAA.,

“Ernst & Young” means Ernst & Young LLP (Canada}, Ernst & Young Global Limited and all
other member firms thereof, and ell present and former affiliates, partners, associates,
employees, servants, agents, coniractors, 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).

“Ermst & Young 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, ligbility, 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 I, the directors and officers of
Newco and Newco II, the Noteholders or any Noteholder, any past, present or future holder 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, employee, 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 all 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 relating 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 performed by Emst & 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:

() all audit, tax, advisory and other professional services provided to the SFC
Companies or related to the SFC Business up to the Emst & Young Settlement
Date, including for greater certainty all audit work performed, 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 inclusing 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 Cominission in relation to Ernst & Young under the Securities Act, R.S.0.
1990, c. 8-5 is expressly preserved,

“Ernst & Young Orders” 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 Novemnber 29, 2012 between Ernst & Young LLP, on behalf of itself and Emst &
Young Globa! Limited and all member firms thereof and the plaintiffs in Ontario Superior Court
Action No, CV-11-4351153-00CP and in Quebec Superior Court No. 200-06-00132-111, and
such other documents contemplated thereby,

“Ernst & Young Seftlement Dafe” means the date that the Monitor’s Emst & 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(0) hereof; (ii) any entitlement to insurance proceeds in respect of
Insured Claims, Section 5.1(2) D&O Claims andfor 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 fumniture 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 (it} 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 connection
with the implementation of the Plan, including in the case of (ii) above, an aggregate work fee of
up to $$ million (which work fee may, at the request of the Monitor, be paid by any of the
Bubsidiaries instead of S8FC).

“Filing Date” has the meaning ascribed thereto in the recitals.
“Fractional Interests” has the meaning given in section 5.12 hereof.
“FTI HK” means FT] Consulting (Hong Kong) Limited.

“Governmental Entity” meens any government, 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 VII.1 of that Act, and of any
related interest, penalties or other amounts; or X

(©) 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:

@ 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

(if)  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) hereof.

“Indemnified Noteholder Class Action Limit” means $150 million or such lesser amount
agreed to by SFC, the Monitor, the Initial Consenting Noteholders and counsel to the Ontarie
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 Implementation
Date.

“Initial Consenting Noteholders” means, subject to section 12,7 hereof, the Noteholders that
executed the RSA on March 30, 2012,

“Imitial Distribution Date” means a date no more than ten (10) 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 of Newco pursuant to section 6.2{a} hereof,

“Imitial 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 D0024464; 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 Policy” 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 of the 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 intemet 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, formulae, 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 thercof, 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 Early Consent
Noteholder’s Direct Regisiration 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 Claiins™,

“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(0) 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 end all third parties; or (b) the Trustees (on behalf of the
Noteholders) against any and all Persons in connection with the Notes issued by SFC; provided,
however, that in no event shall the Litigation Trust Claimg 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,

“Litlgation Trustee” means a Person to be determined by SFC and the Initial Consenting
Noteholders prior to the Effective Time, with the consent of the Monitor, 10 serve as trustee of
the Litigetion 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 recasonably 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 ocecurrence, 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 disproportjonate effect on the SFC Companies (taken as &8 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, performance, consummation, potential consummation or public
announcement of the RSA or this Plan or the fransactions 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 adjournment 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 shall 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 Secttlement 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 B. Ardell, James Bowland,
Leslie Chan, Michael Cheng, Lawrence Hon, James M.E. Hyde, Richard M. Kimel, R. John
{(Jack) Lawrence, Jay A. Lefton, Edmund Mek, 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” meens 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 Noeteholders (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,



“Named Third Party Defendant Settlement Order” means a court order approving a Named
Third Party Defendant Settiement 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 Plan 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 & 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 fo the Plan Implementation Date), the Monitor, the Initial
Consenting Noteholders (if on or prior fo 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 Initial Consenting Noteholders,

“Newco II” 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 ag 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 gall of the Newco Shares to be issued by Newco on the Plan
Implementation Date, The number of Newco Shares to be issued on the Plan Implementation
Date shall 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 17, “Newco Promissory Note 27, “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 of Newco.
“Nen-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 Moelis &
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 al! 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 Action Claim” means any Class Action Claim, or any part thereof, against
SFC, any of the Subsidiaries, any of the Directors and Officers of SFC 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 Action Claimant” means any Person having or asserting a Noteholder Class
Action Claim,

“Noteholder Class Action Representative” means an individual to be appointed by counsel to
the Ontario Class Action Plaintiffs,

“Noteholders” means, collectively, the beneficial owners of Notes 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
Nofes,

“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
Jacto 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 al v. Sino-Forest
Corporation et al. (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).

“QOther Directors and/or Officers” means any Directors and/or Qfficers 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 Jegal representative.

“Plan” means this Plan of Compromise and Reorganization (including al! 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 en 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 “Proof 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 Neteholders, 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
outstending as of the Distribution Record Date plus the aggregate of ail Accrued
Interest owing on all Notes as of the Filing Date;

) 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 Barly Consent Notes
held by all Early Consent Noteholders as of the Distribution Record Date; and
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()  with respect to any Affected Creditor in relation to all 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 determined and valued in accordance with the provisions of the Claims
Procedure Order, the Meeting Order or any other Crder, as applicable.

“Released Claims” means all of the rights, claims and liabilities of any kind released pursuent to
Article 7 hereof.

“Released Parties” means, collectively, those Persons released pursuant to Article 7 hereof, but
only to the extent so released, and each such Person is referred fo 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 Affecied 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.

“Restructuring Transaction” means the transactions contemplated by this Plan (including any
Alternative Sale Transaction that occurs pursuant to section 10.1 hereof}.

“RSA” means the Restructuring Support Agreement executed as of March 30, 2012 by SFC, the
Direct Subsidiaries and the Initial Consenting Noteholders, and subsequently executed or
otherwise agreed to by the Barly 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 approving 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 the CCAA, but only to the exient 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&Q 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 Pleintiffs,
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, title and interest in and to all of S8FC’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 SFC’s ownership interests in the Subsidiaries (including all 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 Buwsiness” 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 “SFC Company”
means any of them.

“SFC Escrow Co,” means the company to be incorporated as a wholly-owned subsidiary of SFC
pursuant to section 6.3 hereof under the laws of the Cayman Islands 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 Interecompany Claim” means any Claim by any Subsidiary or Greenheart against
SFC.,

“Tax” 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, harmonized 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 territory 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 anthority or power, and “Taxing
Authority” means any one of the 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 Newco 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, incurred or made by or on behalf of the Trustees before or after the Plan
Implementation Date in connection with the performance of their respective duties under the
Note Indentures or this Plan.

“Trustees” means, collectively, The Bank of New York Metllon in its capacity as frustee for the

2013 Notes and the 2016 Notes, and Law Debenture Trust Company of New 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) Government Priority Claim;

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

(e any other Claim of any employee, former employee, Director or Officer of SFC 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 SFC prior to the date of this Plan;

) Trustee Claims; and

() 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 Reserve” means the cash reserve fo be established 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 (Canaeda), 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 Banc 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 Agent” 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 putsuant 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; (if) Claims in respect of Defence Costs in the amount of $30 million or such other amount
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as may be apreed 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.fticonsulting.com/sfc.

1.2  Certain Rules of Interpretation

For the purposes of the Plan;

(a)

(b)

(©)

(d)

()

@

(&)

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;

the division of the Plan into “articles” 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;

unless the context otherwise requires, words importing the singuler shall include
the plural and vice versa, and words importing any gender ghall include all
genders;

the words “includes” and “including” and similar terms of inclusion shall not,
unless expressly modified by the words “only” or “solely”, be construed as terms
of limitation, but rather shall mean “includes but is not limited t0” and “including
but not limited to”, so that references to included matters shall be regarded as
illustrative without being either characterizing or exhaustive;

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;

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;

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 shall be made in Canedian 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 personel 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 jurisdiction of the Court,

1.6 Schedule “A”

Schedule “A” to the Plan is incorporated by reference into the Plan and forms part of the

Plan,
ARTICLE 2
PURPOSE AND EFFECT OF THE PLAN
2.1  Purpose
The purpose of the Plan is:

() to effect a full, final 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;

48



-27- oE

{c) to transfer ownership of the SFC Business to Newco and then from Newco to
Neweco 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
bankruptey or liquidation of SFC,

22 Claims Affected

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
dafe, 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 referred 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 Habilities 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.

24 Insurance

(a) Subject to the terms 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 determination is specifically made, and /or (if) 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

Notwithstanding anything 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 apainst SFC and the
Named Directors and Officers is limited only 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 gssert, that such releases excuse them from, or relieve them of, the
obligation to pay Loss that otherwise would be payable under the terms 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,

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 payabie 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
from SFC, any of the Named Directors and Officers, any of the Subsidiaries,
Newco or Newco 11, other 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

1
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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 cleim against any Person for fraud or criminal conduct, regardless
of whether or not any such ciaim has been asserted to date,

ARTICLE 3
CLASSIFICATION, YOTING 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 “Affected 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 Credit;)r’s
Unaffected Claims (other than its right to have its Unaffected Claim addressed in
accordance with section 4.2 hereof).
34 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.

Cn
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3.5  Approval by Creditors

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

ARTICLE 4
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 shall 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

(¢}  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 terms
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 SFC, in each case in accordance
with the Claims Procedure Order or other Order:

(a) subject to sections 4.2(b) and 4.2(c) hercof, shall be paid in full from the
Unaffeeted 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 shail
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

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 coliateral 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 retum 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

(i)  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 shall
receive (in addition to the consideration it is entitled to receive in accordance with section 4.1
hereof) its Pro-Rata number 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(f) 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 Meetmg in respect of their
Noteholder Class Action Claims.,

(B
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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
egainst the Third Party Defendants and (z) shall not be limited or restricted by this
Plan 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 vatid
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 barred, 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

(iif)  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
appiicable 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.

Subject to section 7.1(0), 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 (iii) 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.

Subject to section 7.1(m), any and all indemnification rights and entitlements of
Emst & 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 purposs 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 Emst & Young for indemnification in respect of Noteholder
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, irtevocably 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,

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 SFC
shall be deemed to be valid and enforceable in accordance with their terms 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; (ii) such Claims shall be fully,
finally, irrevocably and forever compromised, released, discharged, cancelled and
barred on the Plan Implementation Date; and (iii) the emount of such Claims shall
not affect the calculation of any Pro-Rata entitlements of the Affected Creditors
under this Plan.

Each Noteholder Class Action Claimant shall be entitied to receive its share 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 shall 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 Notehelders

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 shall be
fully, finally, irrevocably and forever compromised, released, discharged, cancelled and barred
on the Plan Implementation 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, irtevocably 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)(i1) 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:

(8)

(b)

as Equity Claims to the extent they are determined to be Equity Claims under any
Order; and

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

) 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 such 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 shall be
treated in the manner set forth in section 4.4(b)(ii) hereof;

(iiy  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 determined 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

(i)  until any such Claim for Defence Costs is determined 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, the
Monitor er the Initial Consenting Noteholders to seck 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)

(b)

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&O- Claims) shall be
fully, finally, irrevocably and forever compromised, released, discharged,
cancelled and barred without consideration on the Plan Implementation Date.

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&OQ Claims™), provided that any Indemnified
Noteholder 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
shall be fully, finally, irrevocably and forever compromised, released, discharged,
cancelled and barred without consideration on the Plan Implementation Date,

(d)  All 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 value 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&QO Claims and ell 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 then enforcing such Persons’ rights to be paid from the proceeds
of an Insurance Policy by the applicable insurer(s).

() All D&O Claims against the Directors and Officers of SFC or the Subsidiaries for
fraud or criminal comduct 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™).

() 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 obtained
(1) 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,

4.1¢ Intercompany Claims

All SFC Intercompany Claims (other than those transferred to SKC Barbados pursuant to
section 6.4(}) hereof or set-off pursuant to section 6.4(l) 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 Neweo 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 assumed
by Neweco II pursuant to section 6.4(x) hereof, Notwithstanding anything to the contrary herein,
Newco II shall be liable to the applicable Subsidiaries and Greenheart 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
shall be liable to Newco II for such SFC Intercompany Claims from 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:

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

(ii)  the Noteholder Class Action Claimants 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
finally resolved (whether by final judgment, settlement or any other binding
means of resolution) within two yeers 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 Clags
Action Claims pursuant to section 4.11(a)(ii) hereof (based on the armount of such
resolved Noteholder Class Action Claims in proportion to all 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 shall 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 deemed 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, imrevocably and forever compromised, released,
discharged, cancelled and barred on the Plan Implementation Date in accordance
with Article 7 hereof, provided that, unless otherwise 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 fer 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(0) 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 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, including a release that fully, finally, irrevocably and forever
compromises, releases, discharges, cancels end 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 end 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 5.1(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 performance 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
Neweco 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 Intercsts 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
Meeting, Unless otherwise agreed between the Monitor, SFC and the Initial Consenting
Noteholders, all Existing Shares and Equity Interests shall be fully, finally and irrevocably
cancelled 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
[ of the Canadian Tax Act (including, for example, a registered retirement savings plan), such
Affected Creditor may make arrangements with Newco (if Newco 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 entitied under this Plan 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 goveming tax-deferred plan.

ARTICLE 5
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 Disiribution 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) es of the Distribution Record Date, or as
evidenced by any assignment or transfer in accordance with section 5.10;

(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

(i) any such Ordinary Affected 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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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 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 Early Consent Noteholder that does not returm a Letter of
Instruction to the Monitor in accordance with section 5.1(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,

$.2  Distribution Mechanics with respect to Newce 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 iis agent, as
applicable, to issue on such Initial Distribution Date or subsequent Distribution
Date:

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

(A)  the number of Newco Shares thai each such Ordinary Affected
Creditor is entitled to recgive 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 asccordance with section 4.1(b)
hereof,

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

(ii)  inrespect 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 4.1(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 Noies
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;

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(2) hereof; and

(B)  the amount of Newco Notes 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 amount of Newco Notes fo 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
Noicholders and distributed in accordance with this Article 5; and

in respect of Early Consent Noteholders, the number of Newco Shares that
each such Barly Consent Noteholder is entitled to 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 Noieholders 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 of Newco Nofes 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 1o 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 Noteholders set forth in sections 4.1(a) and
4.1(b) hereof. The direction delivered by the Monitor in respect of the Newco
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.

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 shall record,
in the Direct Registration Account of each applicable Ordinary Affected
Creditor and each Eerly Consent Noteholder the number of Newco Shares
and, in the case of Ordinary Affected Creditors, the amount of Newco
Notes that are to be distributed fo 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

(i)  with respect to the distribution of Newco Sheres and/or Newco Notes to
Noteholders:

(A)  if the Newco Shares and/or Newco Notes are DTC eligible, the
Monitor and/or Newco andfor the Unresolved Claims Escrow
Agent, as applicable, shall instruct the Transfer Agent to register,
and the Transfer Agent shall register, the applicable Newco Shares
and/or Newco Notes in the name of DTC (or its nominee) for the
benefit of the Noteholders, 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

(By  if the Newco Shares and/or Newco Notes are not DTC eligible, the
Monitor and/or Newco and/or the Unresolved Claims Escrow
Ageni, 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 Initial
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 ghall not be permitted to effect the foregoing registrations
without the prior written consent of the Trustees,

If the registers for the Newco Shares and/or Newco Notes are not maintained by
the Transfer Agent in & 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:

(@

(if)

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 of Newco Shares and the applicable amount of Newco Notes that
are to be distributed to each such Person; and

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

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 of the 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 II, the Trustees, SFC, the Named Directors and
Officers and the Transfer Agent shall have no liability or obligation in respect of
deliveries by DTC (or its nominee) to the DTC participants or the Noteholders
pursuant to this Article 5.

53  Allocation of Litigation Trust Inferests

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 & registry of such Persons asg follows:

(a) with respect to Affected Creditors:

() 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 4.1{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 4.1(c) and 4.11(a) hereof, 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 sllocated 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, Tor 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 unless and until otherwise directed
by the Monitor in accordance with this Plan;

{b) with respect to the Noteholder Class Action Claimants, the Litigation Trustee
shail 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(f) 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 ordered 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) hereof, the Litigation Trustee shall
record such cancellation in its registry of Litigation Trust Interests,

54 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 shall 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 unti! 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 all 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
comproised, 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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Distributions in respect of any Unresolved Claim in existence at the Plan
Implementation Date will be held in escrow by the Unresolved Claims Bscrow
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,

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 relecase from escrow and deliver to such
Affected Creditor that number of Newco Shares, 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 of Newco 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,

As soon ag practicable following the date that all Unresolved Claims have been
finally resolved and any required distributions contemplated in section 5.5(c) have
been made, the Unresolved Claims Escrow Agent shall disiribute (or in the case
of Litigation Trust Interests, causs to be registered) any Litigation 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,

During the time that Newco Shares, Newco Notes and/or 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.

The Unresolved Claims Escrow Agent shall have no beneficial interest or right in
the Unresoived 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 Claimus Reserve, comply with any such Order or instruction.

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 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.

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).

5.0 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)

(b)

If there is any cash remaining in: (i} the Uneffected Claims Reserve on the date
that all Unaffected Claims have been finally paid or otherwise discharged and/or
(if) 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
Monmitor’s Post-Implementation Reserve.

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 &t its sole discretion, release 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 shall 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 Qrder or any other Order, as applicable,

5.9  Note Indentures to Remain in Effect Solely for Purpose of 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 instrurnents
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 Indentures 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 Daie and, as necessary, each subsequent Distribution Date thereafter, and to
maintain all of the rights and protections afforded to the Trustces as against the Noteholders
under the applicable Note Indentures, including their lien rights with respect to any distributions
under this Plan, unti! all distributions provided for hereunder have been made to the Noteholders.
The obligations of the Trustees under 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 terms 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 Assipnment 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 shail 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 Claim as if
no transfer of the Affected Claim had occurred. Thereafier, 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 assignments 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 Il 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, the Litigation Trustee, the Unresolved Claims
Escrow Agent and/or any other Person making & payment contemplated herein shall be entitled
to deduct and withhold from any consideration payable to any Person such 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 all purposes hereof
as having been paid to the Person in respect of which such withholding was nade, 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 sell 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 reasonebly
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 of Newco Shares or Newco Notes (“Fractional Inferests”) 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 of Newco Shares or Neweo Notes
will have their entitlements adjusted downwards to the nearest whole number of Newco Shares

ot 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,

ARTICLE 6
RESTRUCTURING TRANSACTION

6.1  Corporate Actions

The adoption, execution, delivery, implementation and consummation of all matters
contemnplated 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 sharcholder and another Person limiting in any way the right
to vote shares held hy such shareholder or shareholders with respect to any of the steps
contemplated by the Plan shall 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 of Neweco and Newco I1

(2  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 of Newco, and the Initial Newco Shareholder
shall bc 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 perfaining to its status as the Initial Newco Shareholder, other than its
obligations under this Plan to act as the Initial Newco Shareholder.

(b)  Newco il 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 Consenting Noteholders. At the
time that SFC Escrow Co. is incorporated, SFC Escrow Co. shall 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 assefs 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 perform 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 Menitor. SFC Escrow Co. shall not exercise any voting rights
(including any right to vote at a meeting of sharcholders 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 Claips

(8)

(b)

(¢)

CY

(e

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. -

SFC shall pay the required funds to the Monitor for the purpose of funding the
Administration Charge Reserve, and the Monitor shall hold and administer such
funds in trust for the purpose of paying Unaffected Claims secured by
Administration Charge.

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.

SFC shall pay to the Noteholder 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) Pie, Ltd. If requested by the Monitor (with the consent of the
Initial Consenting Nofeholders) 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 rendored prior to the Plan Implementation Date, pay any such fees and
expenses to such Persons for ell 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.

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 perform 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 o repay the remaining amounts of any monetary retainers (including the
unused portions of any Permitted Contimiing Retainers) and all cash received
therefrom shall constitute SFC Assets.

The Lien Claims shall be satisfied in accordance with section 4,2(c) hereof,

Transaction Steps

(g)

(h)

All 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) shall be fully, finally, irrevocably and forever compromised, released,
discharged, cancelled and barred for no consideration, and from and after the
occurrence of this step, no Person shall have any entitlement to any 'such accrued
and unpaid interest,

All of the Affected Creditors shall be deemed to assign, transfer and convey to
Neweco 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 assipnment, transfer and conveyance of the Affected
Creditor Claims o Newco:

) with respect to Affected Creditor Claims that are Proven Claims at the
Effective Time:

(A)  Newco shall igsue 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 4.1(b) hereof;

(C)  Newco shall issue to each of the Early Consent Noteholders the
number of Newco Shares that each such Early Consent Noteholder
is entitled to receive pursuant to section 4.3 hereof’
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)

(k)

5.

(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 (f
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 Unresclved 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 Newco 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 Escrow 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,

The initial Newco Share in the capital of Newco held by the Initial Newco
Shareholder shall be redeemed and cancelled for no consideration.

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
assignment, transfer and conveyance, the Barbados Loans shall be conmdered to
be fully paid by SFC and no longer outstanding.,

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 Time, other than SFC Escrow Co. (all such
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shares and other ¢quity 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 hdd to acquire the Direct Subsidiary
Shares, under the Plan or otherwise, shall cease to be outstanding. For greater
certainty, SFC shall not assign, transfer or convey the SFC Escrow Co. Share, and
the SFC Escrow Co. Share shall remain the property of SFC.

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.

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 6.4(j) hereof or set-off pursuant to section 6.4(l) hereof)
for a purchase price equal to the fair market value of such SFC Intercompany
Claims and, in consideration therefor, Newco shall 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 “Newco Promissory Note 27).

SFC shell 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 Newce
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 “Newce Promissory Note 3”).
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SFC shall establish the Litigation Trust and SFC and the Trustees (en behalf of
the Noteholders) shall be deemed to convey, iransfer 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 Trusiee 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 Trusiee
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 terms and conditions of the Litigation Trust Agreement.

The Litigation Trust shall be deemed to be effective from the time that it is
established in section 6.4(0) 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,

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 “Neweo Promissory Notes™), 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

(i) 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, finally, irrevocably and forever
relcased, discharged and cancelied.

Newcao shall cauge a portion of the Litigation Trust Interests it acquired in section
6.4(q) herecof 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 Unresolved
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)

Releases

®

Subject to section 5.9 hereof, all debentures, indentures, notes, certificates,
agreements, invoices, guaraniees, 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 relating to the Notes or
the Note Indentures.

Each of Newco and Newco II 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&Q Claim; any Conspiracy
Claim; any Continuing Other D&0O Claim; any Non-Released D&Q 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 right§ or
claims of the Third Party Defendanis 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 assume 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
pursuant to section 6.4(x) hereof.
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Each of the Charges shall be discharged, released and cancelled.

The releases and injunctions referred to in Article 7 of the Plan shall become
effective in accordance with the Plan.

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 shall be deemed to assign, transfer and convey to Newco I all of Newco’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, asgsets and rights (the “Newco 1I
Consideration”), The Newco [I Consideration shall be comprised of: (i) the
assumption by Newco IT of any and all indebtedness of Newco other than the
indebtedness of Newco in respect of the Newco Notes (namely, any indebtedness
of Newco 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 fair market value of
the properties, assets and rights conveyed by Newco to Newco H pursuant to this
section 6.4(x).

6.5  Cancellation 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 cencelled, and the following steps will be implemented pursuant to
the Plan as a plan of reorganization under section 191 of the CBCH4, fo 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)

(b)

(c)

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;

SFC will amend the share conditions of the Existing Shares to provide that they
are cancellable for no consideration at such time as determined by the board of
directors of SFC;

prier to the cancellation of the Existing Shares, SFC will issue for nominal
consideration one Class A common share of SFC to the SFC Continuing
Sharcholder,
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SFC will cancel the Existing Shares for no consideration on the Equity
Cancellation Date; and

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 times
from and after the Plan Implementation Date until the later of the date: (i) on which SFC Escrow
Co. has completed all 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 determined 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 Intetcompany Claims and all other SFC Assets assigned,
transferred and conveyed to Newco and/or Newco 11 pursuant to section 6.4) shall
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 wholé 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 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 Greenheart’s direct and indirect
subsidiaries: (i) the vesting free and clear in Newco and/or Newco 11, 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,
Greenheart and Greenheart’s subsidiaries; and (ii) except as provided for in the
Plan (including this section 6.6(n) 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 assefs, liabilities,
business and property of the Subsidiaries, Greenheart and Greenheart’s direct and
indirect subsidiaries shall remain unaffected by the Restructuring Transaction,

Any issuance, assignment, 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 enything 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 forepoing, 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.

ARTICLE 7
RELEASES

7.1 Plan 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)

(b)

(c)

(d)

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 7,1(d) hereof) and Noteholder Class Action Claims
(other than the Continuing Noteholder Class Action Claims),

all Claims of the Ontario Securities Commission or any other Governmental
Entity that have or could give rise to 8 monetary liability, including fines, awards,
penalties, costs, claims for reimbursement or other claims having a monetary
value;

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);

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 Indemmified Noteholder Class Action Claims
(including any D&QO 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) hereof and the injunctions set out in section 7.3 hereof;
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any portion or amount of liability of the Third Parfy 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;

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;

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, agpregate basis in reference to
all such Class Action Indemnity Claims together) fo the extent that such Class
Action Indemnity Claims exceed the Indemnified Noteholder Class Action Limit;

any and all Excluded Litigation Trust Claims;

any and all Causes of Action against Newco, Newco 11, 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., FTU 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: any 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 of SEC; any rights or claims of the
Third Party Defendants relating to SFC or the Subsidiaries;

any and all Causes of Action against Newco, Newco I, the directors and officers
of Newco, the directors and officers of Newco II, the Noteholders, members of
the ad hec committee of Noteholders, the Trustees, the Transfer Agent, the
Monitor, FTI Consulting Canada Inc., FTT 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, tesponsibility, 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 afier 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 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;

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&O0 Indemnity Claim and Noteholder Class Action
Claim}; any Section 5.1(2) D&Q 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 conneciion 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 seeurities 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 conneetion 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;

all Subsidiary Intercompany Claims as against SFC (which are assumed by
Newco and then Newco II pursuant to the Plan);

any entitlements of Ernst & Young to receive distributions of any kind (including
Newco Shares, Newco Notes and Litigation Trust Interests) under this Plan;
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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

any entitlements of the Underwriters to receive distributions of any kind
(including Newco Shares, Newco Notes and Litigation Trust Interesis) under this
Plan.

7.2 Claims Not Released

Notwithstanding anything to the contrary in section 7.1 hereof, nothing in this

Plan shall waive, compromise, release, discharge, cancel ot bar any of the following:

(e)
()

(c)

(d)

(€)

®

(g)

(b)

SFC of its obligations under the Plan and the Sanction Order;

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);

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;

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;

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 7.1(e} and 7.1(f) hereof and the injunctions set
out in section 7.3 hereof}

Newco II from any liability to the applicable Subsidiaries in respect of the
Subsidiary Intercompany Claims assumed by Newco II pursuant fo section 6.4(x)
hereof;

the Subsidiaries from any liability to Newco II in respect of the SFC
Intercompany Claims conveyed to Newco Il pursuant to section 6.4(x) hereof;

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 Subsidiaries 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;

) 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
)] any Released Party for frand 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 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 menner, 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 manmner 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 (¥) 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; (¢) shall be permitted 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 of the Third Party Defendants for any alleged liability of
SFC); and (e} does not constitute an Equity Claim or an Affected Claim under this Plan.

ARTICLE 8
COURT SANCTION

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;

(¢)  confirm the amount of each of the Unaffected Claims Reserve, the Administration
Charge Reserve and the Monitor’s Posi-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 applicable Persons to receive the
distributions to which they are entitled pursuant to the Plan;

(&) 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;

® declare that the steps to be taken, the matters that are deemed to occur and the
compromises and rejeases 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;
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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 Newco II, in each case in
accordance with the terms of section 6.6(a) hereof;

confirm 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 ofher 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}

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(2)(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;

declare 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 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
following the Plan Implementation Date, accelerate, terminate, refuse fo 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 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 of SFC;

(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;

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;

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 Emst & 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 Emst & 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;

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;

authorize the Monitor to perform its functions and fulfil its obligations under the
Plan to facilitate the implementation of the Plan;

direct and deem the Trustees 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;

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, FT1
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

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;

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 Initial Consenting Notehelders or an
Order of the Court;

declare that SFC and the Monitor may apply to the Court for advice and direction
in respect of any natters arising from or under the Plan;
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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 ariging from the performance
of its obligations under the Plan;

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);

order and declare that, from and after the Plan Implementation 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;

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;

order and declare 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 arc 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
Emst & 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 comperable 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 (Onterio) and the Class Proceedings Act, 1992
(Ontario);
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) 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 thet the Emst & Young Release shall become effective on the Emst &
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 terms 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 fo 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 maiters 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.

ARTICLE 9
CONDITTONS 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 Noteholdets and may be waived only by SFC and the Initial
Consenting Noteholders collectively; provided, however, that the conditions in sub-paragraphs
(g), (h), (), (@), (a), (1), (w), (2), (1), (gg), (mm), (11 and (nn) shall only be for the benefit of the
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 shall not be enforceable by
the Initial Consenting Noteholders if any failure to satisfy such conditions resulis from an action,
ertor, 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;

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;

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 shall have expired or been terminated; without
limiting the generality of the foregoing, such filings and regulatory consents or
approvals include;

) any required filings, consents and approvals of securities regulatory
authorities in Canada;

(i)  aconsultation with the Executive of the Hong Kong Securities and Futures
Commission that is satisfactory to SFC, the Monitor and the Initial
Consenting Noteholders confirming that implementation of the
Restructuring Transaction will not result in an obligation arising for
Neweco, its shareholders, Newco Il or any Subsidiary to make a mandatory
offer to acquire shares of Greenheart;

(iif)  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 sybmission
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;

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 Governmental
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 restraing, 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 Noteholders 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 IT Martters

®

(g)

(h)

)

(k)

0

(m)

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 forcgomg, shall be acceptable to the Initial Consenting Noteholders and
in form and in substance reasonably satisfactory to SFC;

the composition of the board of directors of Newco and Newco II and the senior
management and officers of Newco and Newco 11 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;

the terms of employment of the senior management and officers of Newco and
Neweco [1 shall be acceptable to the Initial Consenting Noteholders;

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 Hability of
any kind (other than as expressly set out in section 6.4 hereof); or (iv) entered into
any Material agreement;

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; -

Newco shall not be a reporting issuer (or equivalent) in any province of Canada or
any other jurisdiction;

all of the steps, terms, transactions and documents 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;

all of the following shall be in form 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 of Newco Shares and Newco Notes to be
issued in accordance with this Plan;

Plan Matters

(n)

()

®

(@

(s)

®

(w)

)

(w)

the Indemnified Noteholder Class Action Limit shall be acceptable to the Initial
Consenting Noteholders;

the aggregate amount of the Proven Claims held by Ordinary Affected Creditors
shall be acceptable to the Initial Consenting Noteholders;

the amount of each of the Unaffected Claims Reserve and the Administration
Charge Reserve shall, in each case, be acceptable to SFC, the Monitdr and the
Initial Consenting Noteholders;

the amount of the Monitor's Post-Implementation Reserve and the amount of any
Permitted Continuing Retainers shall be acceptable to the Imitial 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 repeid to SFC on the Plan Implementation Date;

{Intentionally deleted];

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 agpregate amount
of Lien Claims to be repaid in cash on the Plan Implementation Date in
accordance with section 4.2(c)(ii) hereof;

the aggregate amount of Unaffected Claims, and the aggregate amount of the
Claims listed in each subparagreph of the definition of “Unaffected Claims™ shall,
in each case, be acceptable to SFC, the Monitor and the Initial Consenting
Noteholders;

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 Qrder;

Litigation Trust and the Litigation Tyust Agrecment shall be in form 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;

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 comnection with the Restructuring
Transaction or the Plan, including without limitation, pursuant to any employment
agreement or incentive plan of SFC or any Subsidiary;

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 Implementation Date Matters

62,

(2)

(aa)

(bb)

{cc)

(dd)

the steps required to complete and implement the Plan shall be in form and in
substance satisfactory to SFC and the Initial Consenting Noteholders;

the Notieholders 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;

all of the following shall be in form and in substance satisfactory to SFC and the
Initial Congenting Noteholders: (i) all materials filed by SFC with the 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);

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
terms acceptable to the Initial Consenting Noteholders and SFC, each acting
reasonably;

SFC shall have paid, in full, the Expense Reimbursement and 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 or following the Plan
Implementation Date;

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 Implementation Date, and
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nejther 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;

SFC shall have paid all Ttustee Claims that are outstanding as of the Plan
Implementation Date, and the Initial Consenting Noteholders shali 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,

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;

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 defined
therein) in respect of the applicable Initial Consenting Noteholder;

the Plan Implementation Date shall have occurred no later than January 15, 2013
(or such later date as may be consented to by SFC and the Initial Consenting
Noteholders);

RSA Matiers

(i)

a

all conditions set out in sections 6 and 7 of the RSA shall have been satisfied or
waived in accordance with the terms of the RSA;

the RSA shall not have been terminated;

Other Matters

(kk)

QY

the organization, incorporating documents, articies, by-laws and other constating
documents of SFC Escrow Co. and all definitive legal documentation in
connection with SFC Escrow Co., shall be acceptable to the Initial Consenting
Noteholders and the Monitor and in form end in substance reasonably satisfactory
to SFC;

except as expressly set out in this Plan, SFC Escrow Co. shall not have: (i) issued
or authorized the issuance of eny shares, notes, options, warrants or other
securities of any kind, (ii) become subject to any Encumbrance with respect to its
assets or properly; (iii) 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 9.1(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;

{o0) 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 Notcholders, cach 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
Implernentation Date, as such access may be reasonably requested by SFC or any
Director or Officer in the firtture in connection with any administrative or legal
proceeding, in each such case at the expense of the Person meking such request,

For greater certainty, nothing in Article 11 hereof is a condition precedent to the implementation
of the Plan.

9,2  Monitor’s Certificate of Plan Implementation

Upon delivery of written notice from SFC and Goodmans LLP {on behalf of the Initial
Consenting Noteholders) of the satisfaction of the conditions set out in section 9.1, the Monitor
shall 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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ARTICLE 10
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 Initia! Consenting
Noteholders, SFC may complete a sale of all or substantially all of the SFC Assets on terms 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 terms and conditions of this Plan shall continue to apply in all
respects, subject to the following: '

(8)

®)

(c)

(d)

(e)

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 shail receive the Alternative Sale Transaction
Consideration in the same proportions and subject to the same terms and
conditions as are applicable to the distribution of Newco Shares hereunder.

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 11, given that Newco
and Newco II will not be required in connection with an Alternative Sale
Transaction.

All provisions addressing the Newco Notes shail 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.

All provigions relating to the Newco Shares shall be deemed to address the
Altfernative Sale Transaction Consideration to the limited extent such provisions
address the Newco Shares,

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 Transection; (ii) cause the Alternative Sale
Transection 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 entitiements of the Affected Credifors, 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 Alternative Sale Transaction by the Court pursvant 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 manner
described in this 10.1,

ARTICLE 11

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 issvance 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 to
give effect to the Ernst & Young Settlement (the orders referenced in (jii) and (iv)
being collectively the “Ernst & Young Orders™); (v) the fulfillment of all
conditions 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 Emst & Young Orders being
final orders and not subject to further appeal or challenge, Ernst & Young shall
pay the settiement 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 Emst & Young
Settiement 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) Emnst &
Young has confirmed that the settlement amount has been paid to the Settlement
Trust in accordance with the Emst & Young Settlement; (ii) the trustee of the
Settlement Trust has confirmed that such settlement amount has been received 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.

Notwithstending anything to the conirary herein, upon receipt by the Settlement
Trust of the settlement amount in accordance with the Ernst & Young Settlement:
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(i) all Emst & Young Claims shall be fully, finally, irevocably and forever
compromised, released, discharged, cancelled, barred and deemed satisfied and
extinguished as against Emst & Young; (ii) section 7.3 hereof shall apply to Emst
& Young and the Ernst & Young Claims mutatis mutandis on the Emnst & 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 Emst & Young, proven at trial or
otherwise, that is the subject of the Emst & Young Seitlement,

In the event that the Emnst & Young Settlement is not completed in accordance
with its terms, the Emst & Young Release and the injunctions described in section
11.1(b) shall not become effective.

11.2 Named Third Party Defendants

(a)

(b)

Notwithstanding anything to the conirary 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 prier to the Plan
Implementation Date, SFC. Any such amendment, restatement, modification
and/or supplement of Schedule “A” shall be deemed io 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.

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 Third Party Defendant Settlement, the
applicable Named Third Party Defendant Settlement shall be given effect in
accordance with its terms. 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 shall 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 confirmed 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, :

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 applicable Named Third Party
Defendant Settlement, the Named Third Party Defendant Seitlement Order and
the Named Third Party Defendant Release. To the extent provided for by the
terms of the applicable Named Third Party Defendant 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, barred 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 Seitlement.

ARTICLE }2
GENERAL

i12.1 Binding Effect

On the Plan Implementation Date:

(a)
®)

@©

the Plan will become effective at the Effective Time;

the Plan shall be final and binding in accordance with its terms for all 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;

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 of Defaults

(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 proceeding
taken or commenced in connection therewith under any such agreement shail be
deemed to have been rescinded and of no further force or effect, provided that
nothing shall be deemed {0 excuse SFC from performing its obligations under the
Plan or be a waiver of defaults by SFC under the Plan and the related documents,

(b) Effective on the Plan Implementation Date, any and all agreements that are
assigned to Newco and/or to Newoo 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 shell, following the Plan Implementation Date, accelerate,
terminate, rescind, refuse to perform 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:

)] any event that occurred on or prior to the Plan Implementation Date that
would have entitled any Person thereto to enforce those rights or remedies
(including defaults or events of default arising as a result of the insolvency
of SFC);

(ii) the fact that SFC commenced or completed the CCAA Proc-eedings;

(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 irrevocable.
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 nuil and void in all respects, (b) any settiement ot
compromise embodied in the Plan, including the fixing or limiting to an amount certain any
Claim, and any document or agreement executed pursuant to the Plan shall be deemed nulil 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,

102



103

-81-

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;

(0 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

(i)  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 8 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 Trusfees.

(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 Congenting
Noteholders and upon approval by the Court, provided in each case that it
concerns & matier 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, shail,
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) From 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

(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,
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 Noteholders

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 approved 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 matier requiring the agresment, 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, wailved,
consented to or approved by the Litigation Trustee,

128 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& Claims (except to the
extent that such Non-Released D&Q 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 (ex¢ept
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 shall 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 Paramountey

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, provisions 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 terms, conditions and provisions of the Plan and the
Sanction Order, which shall take precedence and priority.

12.1¢ 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 12.10(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”) shell 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 term or provision of the Plan is held by the Court to be
invalid, void or unenforceable, the Court, at the request of SFC and 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 enforceabls to the
maximum extent practicable, consistent with the original purpose of the term or provision heid to
be invalid, void or unenforceable, and such term or provision shall then be applicable as altered
or interpreted. Notwithstanding any such holding, alteration or interpretation, and provided that
SFC proceeds with the implementation of the Plan, the remainder of the 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

Persona 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
will be affected hereunder, in each such capacity. Any action faken 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 hereunder 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 M5X 1A4

Attention:  Kevin J. Zych and Raj S, Sahni
Email; zychk@bennettjones.com and sahnir@bennetijones. com
Fax: 416-863-1716

-
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(b)  ifto the Initial Consenting Noteholders:

¢/o0 Goodmans LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto, Ontario M5H 287

Attention: Robert Chadwick and Brendan O*Neill
Email: rchadwick@goodmans.ca and boneill@goodmans.ca
Fax: 416-979-1234

and with a copy by email or fax (which shall not be deemed notice) to:

I-Io#an Lovells International LLP
117 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;

FT1 Consulting Canada Inc.
TD Waterhouse Tower

79 Wellington Street West
Suite 2010, P.O, Box 104
Toronto, ON M5K 1G8

Attention; Greg Watson
Email: greg. watson@fticonsulting.con
Fax: (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 M53X 135

Attention: Derrick Tay
Email: derrick tay(@gowlings.com
Fax: (416) 862-7661

(d) if to Emnst & Young:

Emst & Young LLP
Ernst & Young Tower
222 Bay Street

P.O. Box 251
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Toronto, ON M5K 117

Attention; Doris Stamml
Email; doris.stamml@ca.cy.com
Fax: (416) 943-[TBD]

and with a copy by email or fax (which shall not be deemed notice) to:

Lenczner Slaght Royce Smith Griffin
130 Adelaide Street West, Suite 2600
Toronto, Ontario M5SH 3P5

Attention; Peter Griffin
Email; periffin@litigate.com
Fax: (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 comrnunication 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 Person named or referred to in the Plan will execute
and deliver all such documents and instruments 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 contemnplated herein,

DATED as of the 3™ day of December, 2012,

148176
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1.

SCHEDULE A
NAMED THIRD PARTY DEFENDANTS

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,

Ernst & Young LLP (Canada), Emst & Young Global Limited and all other member
firms thereof, 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, in the event thaf the Emst & Young Settlement is not completed.

BDO Limited, together with its 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.
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Schedule “B”»
FORM OF MONITOR'S CERTIFICATE OF PLAN IMPLEMENTATION

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

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

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

MONITOR’'S CERTIFICATE
(Plan Implementation)

All capitalized terms not otherwise defined herein shall have the meanings aseribed
thereto in the Plan of Compromise and Reorganization of Sino-Forest Corporation (“SFC”)
dated December 3, 2012 (the “Plan), which is attached as Schedule “A” to the Order of the
Honourable Mr, Justico Morawetz made in these proceedings on the [7™] day of December, 2012
{the “Order”), as such Plan may be further amended, varied or supplernented from time to time
in accordance with 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 Goodmans LLP this certificate
and hereby certifies that;

1. The Monitor has recelved written notice fiom SFC and Goodmans 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 ocourred and the Plan and the Plan Sanction
Order are effective in accordance with their terms,

10
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DATED af the City of Toronto, in the Province of Ontario, this Il day of W , 2011,

FTI CONSULTING CANADA INC,, in its
capacity as Court-appointed Monitor of the Sino-
Forest Corporation and not in its personal capacity

By:

Name:
Title:
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Schedule A

3. Inaccordance with the order for reorganizatlon, the artlcles of continuance of the Corporation
dated June 25, 2002, as amended by articles of amendment dated June 22, 2004, are amended as
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 clasg of shares consisting of an unlimited number of “Clase A Common
Shares” having the following rights, privileges, restrictions and conditions;

The holders of Class A Common Shareg are entitled:

(i) to two (2) votes per Class A 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 fo the rights, privileges, restrictions and conditions attaching to sbares of any
other class or series of shares of the Corporation, to recelve the remalning property of the
Corporation upon dissolution pro rata with the holders of the Common Shares; and

(113} subject to the rights, privileges, restrictions end conditions aftaching to shares of aty
other class or series of shares of the Corporation, to receive any dividend declared by the
directors of the Corporation and payable on the Clags A Common Shares.

(c) to delete the rights, privileges, restrictions and conditlons aftaching to the Common Shares
and to substitute therefor the following;

(1) The holders of Common Shates are entitled:

(i) to one (1) vote per Comnmon Share at eny meeting of sharcholders of the
Corporation, except meetings at which only holders of a specified ¢lags of shares
are eniitled to vote;

(ii) subject to the rights, privileges, restrictions and conditions attaching to shares
of any other class or serles of shares 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

(iti) subject to the rights, privileges, resirictions and conditions aftaching to shares
of any other class or serles of shares of the Cotporation, 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 he cancelled and eliminated for no consideration whatsoever, and shail be of
no further force and effect, whether surrendered for oancellation or otherwise, and the
obligation of the Corporation thereunder or in any way related thereto shall be deemed to

174



be satisfied and discharged and the holders of the Common Shares shall have no further
rights or iInterest in the Corporation on account thereof and the rights, privileges,
resiriotions and conditions attached to the Common Shares shall be deleted,

(d) to confirm that the authorized capital of the Corporation consists of an ualimited number of

Class A Common Shares, an unlimited number of Common Shares and an unlimited number of
Preforence Shares, 1asuable in serles,
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Schedule D

1, Unaffected Claims Reserve:

2. Unresolved Clalms Reserve for Defence Costs;

$1,500,000

$8,000,000



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

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

WSLamMSF2 00000 AL 1509

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Proceedings commenced in Toronto

PLAN SANCTION ORDER

BENNETT JONES LILP
One First Canadign Place
Suite 3400, P.O. Box 130
Torato, Ontario

M5X 1A4

Rob Staley (LSUC#271151)
Kevin Zych (LSUC #33129T)
Derek Bell (LSUC #4342010)
Jonathan Bell (LSUC #55457P)
Tel: 416-863-1200

Fax: 416-863-1716

Lawyers for Sino-Forest Corporation
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DEC-10-2012 18:21

MAG 4163276228 P.0OOB

CITATION: Sino-Forest Corporation (Re), 2012 ONSC 7055
COURT FILE NO.: CV-12-9667-00CL
DATE: 20121210

SUPERIOR COURT OF JUSTICE ~ ONTARIO
(COMMERCIAL LIST)

RE:

BEFORE:
COUNSEL:

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, Applicant

MORAWETZ J.

Robert W. Staley, Kevin Zych;, Derek J. Bell and Jonathan Bell, for Sino~
Forest Corporntion

Derrick Tay, Jennifer Stam, and CHfT Prophet for the Monitor, FTI
Consulting Canada Ine.

Robert Chadwick and Brendan O'Nejll, for the Ad Hoe Committec of
Noteholders

Kenneth Rosenberg, Kirk Baert, Max Starnino, and A. Dimitri Lascaris, for
the Class Action PlaintifTs

Won J. Kine, James C. Orr, Michael C. Spencer, and M¢gan B. McPhee, for
Invesco Canada Ltd., Northwest & Ethical Investments LP #nd Comite
Syndicale Nationale de Retraitc Batirente Inc.

Peter Griffin, Peter Osborne and Shara Rey, for Ernst & Young Ine.
Peter Greene and Ken Dekkar, for BDO Limited

Edward A. Sellers and Larry Lowenstein, for the Board of Directors of Sino-
Forest Corporantion

John Pirie and David Gadsdcn, for Poyry (Beijing)

James Doris, for the Plaintiff in the New York Class Action
David Bish, for the Underwritess

Simon Bieber and Erin Pleet, for David Horsley

Jamics Grout, for the Ontario Securities Commission
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Emily Cole and Joscph Marin, for Allen Chan

Susan E. Freedman and Brandon Barnes, for Kai Kit Poon
Pau) Emerson, for ACE/Chubb

Sam Sassa, for Travelers

HEARD: DPECEMBER 7, 2012

ENDORSEMENT

(11  For reasons to follow, the motion ig granted and an order shall issue sanctioning the Plan
substantially in the form of the draft Sanction Order.

Date: December 10, 2012
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CITATION: Sino-Forest Corporation {Re), 2012 ONSC 7050
COURT FILE NO,: CV-12-9667-00CL
DATE: 20121212

SUPERIOR COURT OF JUSTICE - ONTARIO
(COMMERCIAL LIST)

RE:

BEFORE:
COUNSEL:

IN THE MATTER OF THE COMPANIES® CREDITORS ARRANGEMENT
ACT, R.8.C, 1985, ¢. C-36, AS AMENDED

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

MORAWETZ J.

Robert W, Staley, Kevin Zych, Derek J, Bell and Jonathan Bell, for Sino-
Forest Corporation

Derrick Tay, Jennifer Stam, and CI{f Prophet for the Monitor, FTI
Consulting Canada Inc,

Robert Chadwick and Brendan O’Neill, for the Ad Hoc Committee of
Noteholders

Kenneth Rosenberg, Kirk Baert, Max Starnino, and A, Dimitri Lascaris, for
the Class Action Plaintiffs

Won J. Kim, James C, Orr, Michael C, Spencer, and Megan B, McPhee, for
Invesco Canada Ltd., Northwest & Ethical Investments LP and Comité
Syndicale Nationale de Retraite Bitirente Inc.

Peter Griffin, Peter Osborne and Shara Roy, for Ernst & Young Inc,

Peter Greene and Ken Dekkar, for BDO Limited

Edward A. Sellers and Larry Lowenstein, for the Board of Directors of Sino-
Forest Corporation

John Pirie and David Gadsden, for Poyry (Beijing)

James Doris, for the Plaintiff in the New York Class Action
David Bish, for the Underwriters

Simon Bieher and Erin 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. Frcedman and Brandon Barnes, for Kai Kit Poon
Paul Emerson, forr ACE/Chubb
Sam Sasso, for Travelers
HEARD: DECEMBER 7, 2012
ENDORSED: DECEMBER 10, 2012
REASONS: DECEMBER 12, 2012

ENDORSEMENT

[11]  On December 10, 2012, 1 released an endorseinent granting this motion with reasons to
follow, These are those reasons.

Overview

[2] The Applicant, Sino-Forest Corporation (*SFC”), secks an order sanctioning (the
“Sanction Order”) a plan of compromise and reorganization dated December 3, 2012 as
modified, amended, varied or supplemented in accordance with its terms (the “Plan™) pmsuant to
section 6 of the Campanies’ Creditors Arrangemeni Act (“CCAA™),

[3]  With the exception of one party, SFC’s position is either supported or is not opposed.

[4] Invesco Canada Ltd., Northwest & Ethical Invesiments LP and Comité Syndicale
Nationale de Reiraite Bitirente 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’
adjournment request in a separate endorsement released on December 10, 2012 (Re Sino-Forest
Corporation, 2012 ONSC 7041). Alternatively, the Funds requested that the Plan be altered so
as to remove Article 11 “Settlement of Claims Against Third Party Defendants™,

[S]  The defined terms have been taken from the motion record,

[6]  SFC’s counsel submits that the Plan represents a fair and reasonable compromise reached
with SFC’s creditors following months of negotiation. SFC’s connsel submits that the Plan,
including its treatment of holders of equity claims, complies with CCAA requirements and is
consistent with this cowrt’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 Court of Appeal
for Ontario (2012 ONCA 816),
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[7]  Counsel submits that the classification of creditors for the purpose of voting on the Plan
was propet 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.

[81 The Plan has the support of the following 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 Tloc Conunittee of Purchasers of the Applicant’s Securities (the “Ad Hoc
Securitics Purchasers Committee”, also referved 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 bankruptey, and has concluded that the Plan is the preferable option,

[10) The Plan was approved by an overwhelming mojority of Affected Creditors voting in
person or by proxy. In total, 99% in number, 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 cartried out a court-supervised sales process (the “Sales Process™), pursuant to the sales
process otder (the “Sales Process Order™), to seek out potential qualified strategic and financial
purchasers of SFC’s global assets. After a canvassing of the market, SFC deterinined 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 (tbe “Notes™).

[12] SFC’s counsel submiis that the Plan achieves the objective stated at the commencement
of the CCAA proceedings (namely, to provide a *“clean break” between the business operations
of the global SFC enterprise as a whole (“Sino-Fores({”) and the problems facing SFC, with the

aspiration of saving and preserving the value of SFC’s underlying business for the benefit of
SFC’s creditors),

Facts

[13] SFCis an inteprated forest plantation operator and forest products company, with most of
its assets and the majority of its business operations located in the southern and easter regions
of the People’s Republic of China (“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
majority interest in Greenheart Group Limited (Bermuda}, a publicly-traded company. Tncluding
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 incorporated in Canade and 3 companies incorporated
elsewhere.

[15] On June 2, 2011, Muddy Waters LLC (“Muddy Waters”), a short-seiler 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 regulatory proceedings by the Ontario Securities
Commission (“O8C”), Hong Kong Securities and Futures Commigsion and the Royal Canadian
Mounted Police.

[16] SFC was unable to file its 2011 third quarter financial stateinents, resulting in a defauit
under 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 consensnal 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 “Support Agreeinent”) 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 restructuring contemplated by the Support Agreement was commercially designed to
separate Sino-Forest’s business operations from the ploblcms 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 coiln-supervised Sales Process o determine if any person or group of persons
would 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 business) 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 litipation
claims against any person not otherwise released within the CCAA proceedings,
preserved and pursued for the benefit of SFC's stakeholders in accordance with the
Support Agreement {(concurrently, the “Restructuring Transaction™),

[19] SFC applied and obtained an initial order under the CCAA on March 30, 2012 (the
“Initial Grder”), pursuant to which a limited stay of proceedings (“Stay of Proceedings”} was
also granted in respect of the Subsidiaries. The Stay of Proceedings was subsequently extended

.
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by orders dated May 31, September 28, October 10, and November 23, 2012, and unless further
extended, will expire on February 1, 2013,

[20]  On March 30, 2012, the Sales Process Order was granted. While a number of Letters of
Intent were received in respect of this process, 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 Restruchuring Transaction,

[21] On May 14, 2012, this court granted an order (the “Claims Procedwre Order”) which
approved the Claiins Process that was developed by SFC in consultation with the Monitor.

{221  As of the date of filing, SFC had approximately $1.8 billion of principal amount of debt
owing under the Notes, plus accrued and unpaid interest. As of May 15, 2012, Noteholders
holding in agpregate approxinately 72% of the principal amount of the Notes, aud representing

more than 66.67% ofl the principal amount of each of the four series of Notes, agreed to support
. the Plan,

23] Afier 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 number 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 Labowrers v. Sino-Forest Corporation Class Action (the *Ontario Class Action”) was
commenced in Ontario by Koskie Minsky LLP and Siskinds LLP, It has the following two
components: first, there is a shareholder 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 general damages, $174.8 million in connection with a prospectus issued in June 2007,

$330 million in relaiion to a prospectus issuved in June 2009, and $319.2 million in relation to a
prospectus issued in December 2009; second, there is a $1.8 billion noteholder clain {the
“Noteholder Class Action Claims”™) brought on behalf of former holders of SFC’s Notes. The
noteholder component seeks damages for loss of value in the Notes,

[25] The Quebee Class Action is similar 1 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 Purchiascrs Committee - represented by
Siskinds LLP, Koskie Minsky, and Paliare Roland Rosenberg Rothstein LLP - has appeared to
represent the interests of the shareholders and noteholders who have asserted Class Action
Claims against SFC and 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 20053 to 2006,
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[28] The Auditors have asserted claims against SFC for contribution and indemnity for any
amounts paid or payable 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 matiers relating to
SFC. The OSC has advised that they are not seeking any monetary sanctions against SFC and
are not seeking monetary sanctions in excess of $100 million against SI'C’s directors and officers
(this amount was later reduced to $84 million),

[31] SFC has very few trade creditors by virtue 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, 2012, SFC brought a motion for an order declaring that all clains 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 encapsulate the commenced Shareholder Class Action Claims asserted against

SFC. The Equity Claims Decision did not purport to deal with the Noteholder Class Action
Claims,

[33] 1n reasons released on July 27, 2012, I granted the relief sought by SFC in the Equity
Claiins Decision, finding that the “the claims advanced in the shareholder claims are clearly
equity claims.” The Auditors and Underwriters appealed the decision and on November 23,
2012, the Court of Appeal for Ontario dismissed the appeal.

[34] On August 31, 2012, an order was issued approvmg the filing of the Plan (the “Plan
Filing and Meeting Order”).

[35] According to SFC’s counsel, the Plan endeavours to achieve the following purposes:

(a) to effect a full, final and irevocable 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 I, 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 concern 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 from litigation claims to be advanced by the
litigation trustee.
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[36] Pursuant to the Plan, the shares of Newco (“Newco Shares™) will be distributed to the
Affected Creditors. Newco will immediately transfer the acquired assets to Newco 1L

{371 SFC’s counse! submits that the Plan represents the best available outcome in the
circumstances 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 continuation of the business
as a going concern than would result from bankruptcy or liquidation of SFC, Counsel further
submits that the Plan fairly and equitably considers the interests of the Third Party Defendants,
who seek indemnily 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 further notes that the three
most significant Third Party Defendants (E&Y, BDO and the Underwriters) support the Plan.

[38] SFC filed e 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 mesting.
Further amendments were made to obtain the support of E&Y and the Underwriters, BDO
availed itself of those 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 court approval.

[40] Affected Creditors with proven claims are entitled to receive distributions under the Plan
of (i) Newco Shares, (ii) Newco notes in the aggregate principal amount of U.S, $300 million
that are secured and guaranteed by the subsidiary guarantors (the “Newco Notes”), and (jii)
Litigation Trust Interests.

[41] Affected Creditors with proven claims will be entitled under the Plan to: (a) their pro rafa
share of 92.5% of the Newco Shares 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 Creditors 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 fo claims
by former noteholders against third paities who, in turn, have alleged corresponding
indemnification claims against SFC. The Class Action Plaintiffs have agreed that the aggrepate
amount of those former noteholder claims will not exceed the Indemnified Noteholder Class
Action Limit of $150 million. In turn, indemnification claims of Third Party Defendants against
SFC with respect to indemmnified Noteholder Class Action Claims are also limited to the $150
million Indemnified Noteholder Class Action Limit,

{431 The Plan includes relcases for, among others, {(a) the subsidiary; (b) the Underwriters’
liability for Notcholder Class Action Claims in excess of the Indemnified Noteholder Class
Action Limit; {c) E&Y in the cvent that all of the preconditions to the E&Y settlement with the
Ontario Class Action paintiffs are met; and (d) certain current and former directors and officers
of SFC (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 contemplates 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 insurance proceeds available from SFC’s maintained insurance policies.

{45] The meeting was carried out in accordance with the provisions of the Plan Filing and
Meeting Order and that the meeting materials were sent to stakeholders in the manner required
by the Plan Filing and Meeting Order. 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 results of the meeting
were as follows:

(a) the number of voting claims that vated on the Plan and their value for and against the
Plan;

(b) The results of the Meeting were as follows:

a. the number of Voting Claims that voted on the Plan and their valvue for and
against the Plan:

Tolal Claims Veling For 250 98.81% § 1465766204 | 99.97%
Total Clnims Voting Agalnst 3 1.19%] 5 414,087 0.03%
Total Cloims Yoting 253 100.00%] 3 166,180,291 | 100.00%

'b. the number of votes for and against the Plan in connection with Class Action
Indemnity Claims in respect of Indemnified Noteholder Class Action Claims
up to the Indemnified Noteholder Limit;

Vote T'or  Vote Against Total Voles

Class Action Indemnity Claims

¢. the number of Defence Costs Claims votes for and against the Plan and their
value:

a° Nuanther of Vuetes Valiee of Votes
Total Claims Voting For 12 52.31%| § 8375016 | 96.10%

Total Claims Volting Against 1 7.69%] § 340,000 3.90%
Total Clalms Voting 13 100.80%| $ 8.715.016 | 100.00%

d. the overall impact on the approval of the Plan if the count were to include
Total Unresolved Claims (including Defence Costs Claims) and, in order to
demonstrate 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 and the remaining "no” vote was from
BDO, who has now agreed to support the Plan):

Tokal Clalms Voling For 263 08.50%] § 147,149,082 | 90.72%
Tatal Clnims Voling Againsi 4 1.50%] $ 150,754,087 9.28%
Total Claiws Voding 267 100.00%) § 1,624,903,169 | 100.00%

{47] B&Y has now 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 refief
is being sought on this motion with respect to the E&Y Settlement. Rather, section 11.1 of the
Plan contains provisions that provide a framework pursuant to which a release of the E&Y
claims vnder the Plan will be effective if several conditions are met. That release will only be
. granted if all conditions are met, including furthey court approval.

[49] Further, 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 further court-approval hearing.

Law and Argument

[50] Section 6(1) of the CCAA provides that couris may sanetion a plan of compromise if the
plan has achieved the support of a majority in nnmber representing two-thirds in value of the
creditors.

(511 To establish the cowrt’s approval of a plan of comnpromise, the debtor company must
establish the following;

(a) there has been strict compliance with all statutory requirements and adherenee to
previous orders of the cout;

(b) nothing has heen done or purported to be done that is not authorized by tbe CCAA;
and

{c) the pian is fair and reasonable.
(See Re Canadian Airlines Corporation, 2000 ABQB 442, leave to appeal denied, 2000 ABCA
238, af’d 2001 ABCA 9, leave to appeal to SCC refused July 21, 2001, [2001] 8.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 strict compliance with all statutory requirements,

{53] On the initia] application, I found that SFC was a “debtor company” to which the CCAA
applies. SFC is a corporation continued under the Canada Business Corporations Act (“CBCA™)
and is a “company” as delined in the CCAA. SFC was “reasonably expected to run out of
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liquidity within a reasonable proximity of time” prior to the Initial Order and, as such, was and
continues to be insolvent. SFC has total claims and labilities against it substantially in excess of
the $5 million statutory threshold. '

[54] The Notice of Creditors’ Meeting was sent in accordance with the Meeting Order and the
revised Noteholder Mailing Process Order and, further, the Plan supplement and the voting
procedures were posted on the Monitor's website and emailed to each of the ordinary Affected
Creditors. 1t was also delivered by email 1o the Trustees and DTC, as well as to Globic who
disseminated the inforination to the Registered 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 meeling,

{551 SFC also submits that the creditors were properly classified at the meeting as Affected
Creditors constituted a single class for the purposes of counsidering 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 Plan.

[56] Counsel submits that the classification of creditors as a single class in the present case
complies with the commonality of interests test, See Re Canadian Airlines Corporation.

[57] Courts have consistently held that relevant interests to consider are the legal interests of
the creditors hold guta creditor in relationship to the debtor 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 if possible. See Stelco Ine. (2005), 78 O.R, (3d) 241
(Ont, C.A), Re Canadian Airlines Corporation, and Re Nortel Networks Corporation (2009)
0.J. No. 2166 (Ont. 8.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 commonality of
interests amnong Affected Creditors, considering their legal interests as creditors. The
classification was consislent with the Equity Claims Decision.

{591 1 am satisfied that the meeting was properly constituted and the voting was properly
cairied out. As described above, 99% in nmunber, and more than 99% in value, voting at the
meeting favoured the Plan,

[60] SFC’s counsel also submits that SFC has not taken any steps unauthorized by the CCAA
or by court orders. SFC has regularly filed affidavits and the Monitor has provided regular
reports and has coasistently opined that SFC is acting in good faith and with due diligence. The
court has so ruled on this issue on every stay extension order that has been granted.

[617  In Nelson Financial, I articulated relevant factors on the sanction hearing, The following
list of factors is similar to those set out in Re Canwest Global Communications Corporation,
2010 ONSC 4209, 70 C.B.R. (5th) 1:
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1. The claims must have been propetly 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 bankruptcy;

3, If other optious or alternatives have been explored and rejected as workable, this will
be significant;

4. Consideration of the oppression rights of certain creditors; and
5. Unfairness to sharcholders.
6. The court will consider the public interest,

[62] The Monitor has considered fhe liquidation and bankruptey alternatives and has
determined that it does not believe that liquidation or bankruptcy would be a preferable
alternative to the Plan. There have been no other viable alternatives presented that would be
acceptable to SFC and 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.

{631 In addition, 99% of Affected Creditors voted in favour of the Plan and the Ad Hoc
Securities Purchasers Committee 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]) 1 am satisfied that the Plan ‘provides a fair and reasonable balance among SFC’s
stakeholders while simultaneously 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 public interest. I accept the submission of counsel that
the Plan will remove uncertainty 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, In addition, the Plan preserves the rights of aggrieved parties, including SFC through
the Litigation Trust, to pursue (in litigation or settlement) those parties that are alleged o share
- some or all of the responsibility for the problems that led SFC to file for CCAA protection. In
addition, rcleases are not being grauted to individuals who have been charged by OSC staff, or to
other individuals against whom the Ad Hoc Securitics 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 rata share of an additional 7.5% of the Newco Shares (“Early
Consent Consideration™). Plans do not need to provide the same recovery to all creditors to be
considered Fair and reasonable and there are scveral plans which have been sanctioned by the
courts featuring differential treatment for one creditor or one class of creditors. See, for
example, Camvest Global and Re 4rmbro Enterprises Inc. (1993), 22 C.B.R. (3d) 80 (Ont. Gen.

30



- Page 12 -

Div,)). A common theme permeating such cases has been that differential treatment does not
necessarily result 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 Early Consent Consideration has been a
feature of the restructuring since its inception, It was made available to any and all noteholders
and noteholders who wished to become Early Consent Noteholders were invited and permitted to
do so until the early consent deadline of May 15, 2012. I previously determined that SFC made
available to the noteholders all information needed to decide whether 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, therc 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. [ am satisfied that this feature of the Plan is fair and
reasonable,

[69] With respect to the Indemnified Noteholder Class Action Limit, [ have considered SFC’s
written submissions and accept that the $150 million agreed-upon amount reflects risks faced by
both sides. The selection of a $150 million cap reflects the business judginent of the parties
making assessments of the risk associated with the noteholder component of the Ontario Class
Action and, in my view, is within the “general range of acceptability on a commeicially
reasonable basis”. See Re Ravelston Corporation, (2005) 14 C.BR. (5™} 207 (Ont. S.C).
Further, as noted by SIFC’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 now to the issue of releases of the Subsidiaries, counsel to SFC subinits that the
unchallenged record demonstrates that there can be no effective restructuring 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 reinain outstanding., The Monitor has examined all of the
releases in the Plan and has statect that it believes that they are fair and reasonable in the
circumstances.

[711 The Court of Appeal in ATB Financial v. Metcalfe & Mansfield Alternative Investments
I Corporation, 2008 ONCA 587, 45 CB.R. (5th) 163 stated that the “cowmt has authority to

sanction plans incorporating third party releases that are reasonably related to the proposed
restructoring”,

[72] In this case, counsel submits that the release of Subsidiaries is necessary and essential to
the restructuring of SFC. The primary 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 uncertainty surrounding SFC, Accordingly, counsel
submits that there is a clear and rational connection between the release of the Subsidiaries in the
Plan. Further, it is difficult to see how any viable plan could be tnade that does not cleanse the
Subsidiaries of the claims made against SFC.
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[73] Counsel points out that the Subsidiaries who are to have claims apainst them released are
contributing in a tangible and realistic way to the Plan. 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. As such, counsel submits the rcleases
benefit SFC and the creditors generally.

[74] Tn my view, the basis for the release falls within the guidelines previously set out by this
court in ATB Financial, Re Nortel Networks, 2010 ONSC 1708, and Re Kitchener Frame
Limited, 2012 ONSC 234, 86 C.B.R. (5th) 274. Further, 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, rather than having those
directors and ofticers assert indemnity claims against SFC, Without these releascs, the quantum
of the unresolved claims reserve would have to be materially 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 frand or criminal conduct, conspiracy claims, and
section 5.1 (2) D&O Claims are excluded.

(771 1 am satisfied that there is a reasonable connection between the claiins being
compromised and the Plan to warrant 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 he altered so as to remove Article 11 “Settlement of Clains
Against Third Party Defendants”. The Plan was presented to the meeting with Article 11 in
place, This was the Plan that was subject to the vote and this is {he Plan that is the subject of this
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 alternative on this motion.

Disposition
(79] Having considered the foregoing, T am satisfied that SFC bas established that:

(i) there has been strict compliance with all statufory requirements and adherence to
the previous ordets of the court;

(i)  nothing has been done or purported to be done that is not authorized by the
CCAA,; and

(iii}  the Plan is fair and reasonable.

o
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[80] Accordingly, the motion is granted and the Plan is sanctioned. An order has been signed
substantially in the form of the draft Sanction Order.

« 7&#’&: /%

MORAWETZ J.

Date: December 12, 2012



TAB 3






DEC-10-2012 {8:19 MAG 4163276228 pP.0G2

CITATION: Sino-Forest Corporation (Re), 2012 ONSC 7041
COURT FILE NO.: CV-12-9667-00CL
PDATE: 20121210

SUPERIOR COURT OF JUSTICE - ONTARIO
(COMMERCIAL LIST)

RE: IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT
ACT, R.S.C. 1985, ¢, C-36, AS AMENDED

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

BEFORE;: MORAWETZJ.

COUNSEL: Robert W. Staley, Kevin Zych, Derek J. Bell and Jonathan Bell, for Sino-
Forest Corporation )

Derrick Tay, Jennifer Stam, and Cliff Prophet for the Monitor, FTI
Consulting Capada Inc. '

Robert Chadwick and Brendan ’Neill, for the Ad Hoc Commitiee of
Notcholders

Kennéth Rosenberg, Kirk Baert, Max Starnino, and A, Dimitri Lascaris, for
the Class Action Plaintiffs

Won J. Kim, James C. Ovr, Michael €, Spencer, and Megan B. McPhce, for
Invesco Canada Litd., Northwest & Ethical Investments LP and Comité
Syndicalc Nationale de Retraite Bitirente Inc.

Peter Griffin, Peter Osborne and Shara Roy, for Ernst & Young Inc.
Peter Greene and Ken Dekkar, for BDO Limited

Edward A. Sellexs and Larry Lowenstéin, for the Board of Directors of Sino-
Forest Corporation

John Pirie and David Gadsden, for Foyry (Beijing)

James Doris, for the Plaintil in the New York Class Action
David Bish, for the Udderwriters b |
Simon Bieber and Erin Ple¢et, for David Horsley

Jamcs Grout, for the Ontario Securities Commission



DEC-10-2012 18:18 MAG 4163276228 P.003

-Page2 -

Emily Cole and Joseph Marin, for Allcn Chan
Susan E. Freedman and Brandon Barnes, for Kai Kit Poon
Paul Emerson, for ACE/Chubb

Sam Sagso, for Travelers

HEARD: DECEMBER 7, 1012

ENDORSEMENT

(1]  The Applicant, Sino-Forest Corporation (“SFC'), seeks an order sanctioning the Plan of
Compromise and Arrangement dated December 3, 2012, as modified, amended, varied or
supplemented in accordance with its torms (the “Plan™) pursuant to section 6 of the Companies’
Creditors Arrangement Aot {(*CCAA”), and ancillary relief as set out in the proposed sanction
order (the “Sanction Order™).

[2]  The Plan is supported by:
{a) the Monitor;

(b) SFC’s largest creditors, the Ad Hoc Committee of Noteholders (the “Ad Hoc
Committee™);

(c) Emst & Young LLP (“E&Y");
(d) BDO Limited (“BDO"); and
{¢) the Underwriters.

The Ad Hoe Committee of Purchasers of the Applicant's Securities (the “Ad Hoc Seeurities
Purchasers Committee” including the “Class Action Plaintiffs’) has agreed not to oppose the
Plan.

{31  The Plan was approved by an overwhelming majority of Affecred Creditors voting on the
Plan in person or by proxy. In total, 99% in number, and greater than 99% in value, of those
Affected Creditors voting favoured the Plan.

(4] Invesco Canada Lid. (“Invesco™), MNortthwest & Ethical Investments LP and Comité
Syndicale Nationale de¢ Retraite Bétirente Inc. (collectively, the “Funds™) object to the proposed
Sanction Order. The Funds request an adjournment of the motion for a period of one month.
Alternatively, the Funds request that the Plan be altered so as to remove Article 11 “Settlement
of Claims Against Third Party Defendams”.

-
(o]

(PN
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{5]  This endorsement fully addresses the adjoumment request of the Funds, In this
endorsement, defined tcrms have been teken from the motion record.

[6] The Funds are iustitutional, public and private equity fimds that owned 3,085,786
common shares of SFC on June 2, 2011. The Funds alleged that they sufferad substantial losses
after the market in SFC shares collapsed following a public issuance of a report suggesting that
fraud permeated SFC’s assets and operations.

[7)  Following the collapse of SFC’s share price, class actions were commenced against SFC,
certain of its directors and officers, the auditors, the Underwriters and other expert firms.

{8) On January 6, 2012, Perell I. granted carriage of the class action to Koskie Minsky LLP
and Siskinds LLP (“Class Counsel). Ths class has not been certified,

91 Counsel to the Funds takes the position that Class Counsel does not represent the Funds.

(101 In his affidavit swom December 6, 2012, Mr, Eric 1. Adelson, Senior Vice President,
Secretary and head of Legal of Invesco stated that on December 3, 2012, Cless Counsel and
E&Y announced that they had cntered into a settlement by which E&Y would pay $117 million
into a “Trust” formed as part of the CCAA proceedings, in retumn for releases of all claims that
could be brought against E&Y by any person in connection with SFC.

{111  Mr. Adelson also stateg that on December 3, 2012, an Amended Plan was issued that, for
the first time in the CCAA proceedings, contained provisions for settlement of claims against
Third Party Defendants (Article 11), including specific provisions concerning the settlement by
and releascs for E&Y, and also allowing olher Third Party Defendants to avail themselves of
simnilar provisions for unspecified settlements and releases in the future,

[12] Mr, Adelson acknowledges that on December 5, 2012, counsel for E&Y advised
Invesco’s counsel that the parties had decided not to request court approval of the proposed E&Y
Settlement at the motion scheduled for December 7, 2012, However, Mr, Adelson takes the
position that provisions of the Plan, cven apart from the E&Y Settlement, appear to affect the
legal 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 ime be
provided to fully understand the present ratters,

[13] Mr. Adelson also details “prelirnipary reasons for objecting 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 linbility to investors in connection with Sino-Forest through a settilement
agreement with Class Counsel, and to bind the investors to that settlement without
giving them the opportunity to opt gut and pursue their claims on the merits
outside the Class Action, then Invesco would strennously object and oppoese
approval of such an arrengement.

16. The Class Acltion has not been certified, so Invesco does not view Class
Counsel, with whom we have no other relationship, as suthorized to represem 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
3ino-Forest and the other defendants in the Class Action, is not a “creditor” with
respect to the Plan. Invesco accordingly submits that it would be contrary to its
rights to bind it to a releasc or a settlement involving Third Party Defendants
unlass Invesco directly participated in proceedings or unless in certificd class
proceedings it was given the opportanily to opt ont. We do not understand the
CCAA to autherize releases of third partics, that is, parties other than the
Applicant and cenain officers and directors under certain circumstances, as part of
a Sanction Order. Invesco objects to any such provisions or results in this matter,

[14] Counsel to the Funds made specific reference to Article 11.2 of the Plan which, counsel
submits, if approved, eslablishes an open-ended mechanism for eligible Third Party Defendants,
defined to include the 11 Undevwriters named as defendants in the ¢lass nebion, BDO and/or
E&Y (if its proposed settleraent is not ajready concluded), to enter into a “Narmed Third Party
Defendant Settlement” with “onc or more of (i} counsel to the plaintiffs in any of the class
actions...™

[15] Counsel to the Funds further submits that under Anicles 11.2 () 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 continued litigation of any SFC-related
claims against them. If a scitlement is reached in the future, counsel submits that the CCAA
release and bar orders will remain available notwithstanding that the CCAA process may have
concluded. Accordingly, counsel submits that it appears that these provisions purport to vest
authority in the parties as described to enter into settlements thet may have the effect of barring
any claimants (such as the Funds) from prosecuting SFC-related claims against the Underwriters,
BDO and/or E&Y, subject to the approval of this court. This bar, counsel submits, would be
imposed without compliance with establishes prerequisites of the Class Proceedings Act
(“CPA™) ~ including ¢lass certification, a fairness hearing, approval by the couri supervising the
class action, and provision of opt-out rights — necessary to impose releases or other restrictions
on class members who are not named parties before that court.

[16] Stated more succinetly, counsel submits that the Plan appears designed to unnecessarily
fetter the powers of a future cour, namely, the class action case management court, by assigning
to the CCAA court the power to approve and effectuate class-wide settlements without regard to
established statutory and rule-based procednral safeguards found in the CPA.

[17] The adjoumment request was opposcd, primarily on the basis that the Funds had
misunderstood the tcrms of the Plan. Oral submissions were made by counse] on behalf of the
Monitor, SFC, Ad Hoc Noteholders, SFC Board, Ontario Securities Commission, E&Y and the
Class Action Plaintiffs, Specifically, these parfies submit there was 2 misunderstanding on the
part of the Funds as to what was before the court for approval and, perhaps more importantly,
what was not before the coun for approval,

(18] Counsel to the Monifor also submits that SFC has limited funds and time is critical.

ol
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(191 The thrust of the arguments of the combined forces opposing the adjournment request is
that the court i3 not being asked, at this time, to approve the settlement. Rather, what 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 aganinst Third Party Defendants.

[20] Essentially, if certain conditions -arc met and further cour, approvals and orders are
obtained, it is conceivabie that E&Y will get a release. However, such a release is not being
requested at this time. Furtber, it is not a condition of Plan Implementation that the E&Y matter
be settled,

{21] To suppon this position, counsel referenced a number of provisions in the Plan including:

1. The defined term “Settlement Trust Order”, which means a courl order that
establishes the Seitlement Trust (seetion 11.1 (a) of the Plan) and approves the
E&Y Settlement and the EAY Release...;

2. Section 8.2, which outlines the effect the Sanction Order and includes a reference
in Section 8.2 (z) that the E&Y Reglease shall become effective on the E&Y
Setilernent Date in the manner set forth in section 11.17

3. Section 11,1, which details settlement of claims agninst Third Party Defendants
and specifically E&Y. This provision sets out a pumber 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:

(@) the granting of the Sanction Order;
(i)  the issuanee of the Settlement Trust Order;

(i)  the granting of an order under Chapter 15 of the Uhited States Bankruptey
Code recopnizing and epforcing the Sanction Order and the Setilement
Trust Order in the United States;

(iv)  any other order necessary to give effect to the E&Y Settlement;

(v) the fulfillment of all conditiong preceédert in the E&Y Settlement and the
fulfillment by the Ontario Class Action Plaintiffs of al] of their obligations
thercunder; and

(vi)  the Sanction Qrder, the Settlement Trust Order and all E&Y Ordess being
final orders and not subjeet 1o further appeal or challenge.

{22] Having reviewed these documents, it is apparent that approval of the B&Y Settlement is
not before the court on this motion and no release is being provided ta E&Y as a result of thig
motion. In the event all of the pre-conditions are satisfied and if all of the rcquired court
approvals and orders are issued, the position of the Funds could be affected. However, the Funds
will have the opportunity to make argument on snch hearings,

Y
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[23] I have also reviewed the form' of Sanction Order being requested specifically paragraph
40. This provision provides that the E&Y Settlement and the release of the E&Y Claims
pursuant to section 11.1 of the Plan shall become effeclive upon the satisfaction of certain
conditions precedent, including court approval of the terms of the E&Y Scttlernent, the terms and
scope of the E&Y Release and the Settlement Trust Order and the granting of the Settlement
Trust Order.

[24] Paragraph 41 of the draft Sanction Order also provides that any Named Third Pary
Defendant Settlement, Named Third Party Defendant Settlement Order and Named Third Party
Defendant Release, the terms and seope of which remain in each case subject to further court
approval in accordance with the Plan, shall only become effective after the Plan Implementation
Date and upon the satisfaction of the conditions precedent, set forth in section 11.2 of the Plan,

[25] The requested Sanction Order confirms my view that the arguments put forth by counsel
on behalfof the Funds are premature and can be addressed on the return of the motion to approve
the specific seftlements and réleases,

[26] In the result, T have not been persuaded that the adjournment is neccssary The motion
for the adjournment is accordingly denied.

/ﬁ,«w‘:—//,

) MORAWETZ J.

Date: December 10, 2012

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

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.5.C. 1985, ¢, C-36, AS AMENDED

AND IN THE MATTER OF A PT.AN OF COMPROMISE OR
ARRANGEMENT OF SINO-FOREST CORPORATION

INITIAL ORDER

THIS APPLICATION, made by Sino-Forest Covporation (the “Applicant™), pursuant o
the Companles' Creditors Arrangement Act, R,5.C, 1985, ¢. C-36, as amended (the “CCAA™)
was heatd this day at 330 University Avenue, Toronto, Ontarlo,

ON READING the affidavit of W, Judson Martin gworn March 30, 2012 and the Exhibits
thereto (the “Martin Affldavil’”) and the Pre-Filing Report of the Proposed Menitor, FTI
Consulting Cenada Ine. ("FTT”) (the “Monitor’s Pre-Filing Report™), and on being advised that
there are no secured creditors who are lksly to be affected by the charges created hetein, and on
heasing the submissions of counsel for the Applicant, the Applicant's directors, FTI, the ad hoe
sommittee of holdets of notes issued by the Applicant (the “Ad Hooe Noteholders™), and no one
else appoaring for any other patty, and on reading the consent of FTT to act as the Moenitor,




SERVICE

1. THIS COURT ORDERS that the time for setvice of the Notice of Application, the
Appiication Record and the Monitor's Pre-Filing Report is hereby abridged and validated so that
this Application is properly returnable today and hereby dispenses with further service thereof,

APPLICATION

2, THIS COURT ORDERS AND DECLARES that the Applicant is 8 company to which
the CCAA applies,

PLANOF ARRANGEMENT

3. THIS COURT ORDERS that the AppHeant shall have the authorlty to file and may,
subject to further erder of this Court, file with this Coust & plan of ecompromise of arrengement
(herelnafter referred to as the “Plan’™),

4, THIS COURT ORDERS that the Applicant shall be entitled to seek any ancillary er other
relisf from this Court in respect of any of {ts subsidiaries in connection with the Plan or
otherwlse in respect of these procesdings,

POSSESSION OF YROPERTY AND OPERATIONS

5, THIS COURT ORDERS that the Applicant shall remain in possession and control of Its
enrrent and fiture assets, undertakings and properties of every neture and kind wheisosyer, and
wherever sttuate including all proceeds thercof (the “Property”), Subject to further Order of this
Court, the Applicant shell continue fo -earty on business in & mannet cousistent wlth the
preservation of Its business (the “Business™) and Property, The Applcant shall be authorized
and empowered o continue to retain and employ the employees, consuliants, agents, expeits,
accountants, counsel and such other petsons (collectively “Assistants”) currently rotained or
employed by it, with liberty to retain such further Assistants as it deems reasonably necessary or
desirable in the ordinary course of buslness or for the carrying oui of the terms of this Order,

6. THIS COURT ORDERS that the Applicant shall be entitled but not required to pay the
following expenses, whether incutted prior to or after this Order:




(&)

(b)

©

(d)

I?l

all outstanding and future wages, salaries, employee and pension benefits, vacation
pey and expenses payeble on or after the date of this Order, in each case incurred in
the ordinary course of business and congistent with exlsting compensation policies

and arrangements;

the fecs and disbursements of any Assistents refained or employed by the Applicant

In respect of these proceedings, at thelr standard rates and charges;

the fees and disbursements of the directars and counsel fo the directors, at theix

standerd rotes and charges; and

such other amounts as are set out in the March 29 Forecast (as defined in the

Monitor's Pre-Fillng Report and attached as Exhibit "DD" to the Martin Affidavit),

‘THIS COURT ORDERS that, except as otherwise provided lo ihe contrary herein, the

Applicant shall be entitled but not required to pay all reasonable expenses incutred by the
Applicant in carrying on the Business in the ordinary course afier this Qrder, and dn cerrying out
the provisions of thls Order, which expenses shall include, without ltmitation:

(8)

(b)

8.

all exponses and capital expenditures reasonebly necessary for the preservation of the
Property or the Business including, without lmitation, psyments on account of
insurance {including dilrectors and officers insurance), maintenance and secutity
services; and

payment far goods or services actually suppHed to the Applicant following the date of
this Order,

THIS COURT ORDERS thai the Applicant shall remit, in accordance wiily legal

requirements, ot pay:

()

any statutory deemed {rust amounts in favour of the Crown in right of Canada or of
any Province thercof or any other taxafion authorlty which are required to be
deducted from employees’ wages, including, withowt limitation, amounts in respect of
(i) employment insurance, (i) Canada Pension Plan, {lif} Quebec Pension Plan, and

(iv) income taxes;

142




(b)  all goods and services or other applicabls sales taxes (collectively, “Sales Taxes”)
required to be remitted by the Applicant in connection with the sele of goods and
services by the Applicant, but only where such Sales Taxes are acerued or colleoted
after the date of this Order, or where such Sales Taxes wete accrued or collected prior
1o the date of this Ordor but not required to be remiited until on or after the date of
this Order; and

(c)  auy amount payable to the Crown in 1ight of Canada or of any Province thereof or
guy politlcal subdiviglon thersof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be pald ln priority to clelms of seoured
creditors and which are attribufable to or in respect of the carrying on of the Business
by the Applicant,

2 THIS COURT ORDERS that until a real property leaso is disclaimed or resillated in
accordance with the CCAA, the Applicant shall pay sll amounts constituting rent or payable as
rent ynder real property leases (including, for greater cerfainty, common srea mainfenance
charges, utilities and realty taxes and any othor amounts payable to the landlord under the leage)
ot ag otherwise may be negotiated between the Applicant and the landlord from time to time
(“Rent™), for the poried commeneing from and ineluding the date of this Order, twice-monthly in
equal payments on the first and fiffeenth day of each month, in advance (byt not in arrears). On
the date of the first of such payments, any Rett telating to the perlod commencing from and
including the date of this Order shall also be pald.

10, THIS COURT ORDERS that, exocept ag specifloally permifted herein, the Applicant is
heteby directed, untll further Order of this Court: (a) to make no paymients of prineipal, interest

thereon or otherwise on account of amounts owlng by the Applicant to any of its crediters ns of

this date; (b) to grant no seeurity interests, trust, llens, charges or encumbrances upon or in
respect of any of ity Property; and (¢) to not grant credit or inour lebilitles exoept in the ordinary
courge of the Business,

1




RESTRUCTURING

11,  THIS COURT CRDERS fhat the Applicant shall, subject to such iequirements s are
impoged by the CCAA and suoh covenants a3 may be contained in the Support Agreement (as
defined below), have the right to:

(8)  permanently or temporarily cease, downsize or shut down any of its business ot
operations, and to dispose of redundent or non-materis] assels not exceeding
US$3500,000 1n any one trangaction or US$1,000,000 In the aggrogate;

(b)  terminate the employment of such of its employees or temporarily lay off such of ifs

employees as it deems appropriate; and

(¢)  pursusall avenves of reflnancing of its Business or Property, in whole or part, subject

to priorapproval of this Court being obtained before any materlal refinancing

all of the foregoing to permit the Applicant fo proceed with en orderly restructuring of the
Buasiness,

12, THIS COURT ORDERS that the Applicant shall provide each of the relevant landlords
with notlog of the Applicant’s intention to remove any flxtures from any leased premises at least
seven (7) days prior to the date of the intended removal, The relevant landlord shall be entitled
to have a L'E:presentaﬂve present in the leased premises fo observe such removel and, If the
landlord disputes tho Applicant'’s entitiement fo remove any such fixture under the provisions of
the lease, such fixture shall romain on the premises and shall be dealt with as agreed between any
gpplicable secured croditors, such landlord and the Applicant, or by further Order of this Court
upon application by the Applicant on at least fwo (2) days notice to such landlord gnd any such
secuted credlitors, If the Applicant disclaims or resillates the lease governing such lensed
premises in accordance with Section 32 of the CCAA, it shall not be required to pay Rent under
such leass pending rogsolution of any such dispute (other than Rent payable for fhe notlce period
provided for in Section 32(5) of the CCAA), and the disclaimer or resiliation of the lease shall be
without prejudice to the Applicant's olaim to the fixtures in dispute,

13,  THIS COURT ORDERS that if a notice of disclaimer or resiliation is delivered pursuant
to Section 32 of the CCAA, then (a) during the notice period prior to the effeotive time of the
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disclaimer or resiliation, the landlord may show the aflected leased premises {o prospective
tenants during normal business hours, an glving the Applicant and the Monitor 24 hours® prior
‘written nottee, and (b) at the offective time of the disclalmer or resiliation, the relevant landlord
shall be entitled to take possession of any such leased premises without waiver of or prejudics to
any clalms or rights such landlord may hayve againat the Applicant in respect of such leess or
leased premises and such landlord shell be entitied to notify the Applicant of the basis on which
it is taking possesslon and to galn possession of and re-leage such leased premises to any third
party or parties on such terms as such landlovd considers advisable, provided that nothing hereln

shall relisve such landlord of lts obligation to mitigate any damages claimed in connection
therewith,

RESTRUCTURING SUPPORT AGREEMENT

14, THIS COURT ORDERS that the-Applicant and the Monitor ate authorized and directed
to ongage in the following procedures to notify notcholders of the restructuring support
egreement dated ag of March 30, 2012 (the "Support Agresment") between, nmong others, the
Applicant and certain noeteholders (the "Initlal Consenting Noteholders"), appended ag Exhibit
"B" to the Martin Affidavit, to enable any additlonsl noteholders to executs a Jolnder Agreement
in the form attached as Schedule "C" to the Suppott Agreement and to become bound thereby as
Consenting Noteholders (as defined in the Support Agreement):

(@)  the Monltor shall without delay post a copy of the Support Agreement on its website
at hitip://ofeanada. fitoonsulting.com/sfe (the *Monitar's Website"); and

(b)  the notice to be published by the Monitor pursuant to paragraph 51 of this Order shall
include a statement in form and substance aceeptable to the Applicant, the Monitor
and coungel to the Ad Hoe Noteholders, sach acting reasonably, notifying noteholders
of the Support Agreement end of the deadline of §:00 p.m, (Toronto itme) on May 15,
2012 (the "Consent Date") by which any notehotder (cther than an Initial Congenting
Noteholder) who wishes to becoms entitled fo the Early Consent Consideration
pursuant fo the Support Agreement (if such Early Consent Consideration becomes
payablo pursuant to the terms thersof) must execute and return fhe Joinder Agresment
to the Applicant, and shall direct noteholders to the Monitor's Website where a ooﬁy
of the Support Agreement (including the Jolnder Agreement) can be obialned,




15,  THIS COURT ORDERS that any noteholder (other than an Initial Congentlng
Notobolder) who wishes to become a Consentlng Noteholder and becoms entitled {o the Early
Consent Consideration (If such Early Congent Consideration becomes payable pursuant to the
terms thereof, and subject to such noteholder demonsirating ite holdings fo the Monifor in
accordance with the Support Agreement) must exeoute a Joinder Agreement and retmn it to the
Applicant and the Noteholder Advizors (as defined below) in accordance with the insiructions set
out in the Support Agreement such that it is recelved by the Applicant and the Noteholder
Advlsors prior to the Consent Deadline and, upon so doing, such notsholder shall become o

Consenting Noteholder and shall bo bound by the terms of the Support Agreement,

16, THIS COURT ORDERS that ag soon as practicable after the Consent Deadline, the
Applicant shall provide to the Monitor copies of all executed Joinder Agroements received from

noteholders prior to the Consent Deadline,
NO PROCEEDINGS AGAINST THE APPLICANT OR THI PROFPERTY

17, THIS COURT ORDERS that until and including April 29, 2012, or sush latei date as this
Court may order (the “Stay Perlod™), no proceeding or enforcement procesg in any court or
ttibunal ((each, a “Proceeding”) shall be commenoced or continued against or in respect of the
Applleant or the Monitor, er affeoting the Business or the Property, except with the written
consent of the Appleant and the Monitor, or with leave of this Court, and any end all
Proceedings currently under way against or in respeet of the Applicant or affecting the Business
or the Propetiy are heteby stayed and suspended pending further Order of this Court,

18.  THIS COURT ORDERS that-until and including the Stay Petiod, no Proceeding shall be
commeneed or continmed by any notoholder, Indentute trustes or secutity trustes (each in respeot
of the notes issued by the Applicant, collectively, the "Noteholders") against or in respect of any
of the Applicant's subsidiaries listed on Schedule "A" (each a "Subsidiary CGuazantor”, and
colleotively, the "Subsidiaty Guarantors"), except with the wrltten eonsent of the Applleant and
the Monitor, or with leave of this Court, and any and sll Proceedings currently under way by a
Noteholder agalnst or in respect of any Subsidlary Guarantors age hereby stayed and suspended
pending further Order of this Court,

146




NO EXERCISE -OF RIGHTS OR REMEDES

19,  THIS COURT ORDERS thet during the Stay Perjod, all rights and remedies of any
individual, flrm, corporation, governmental body or agency, or any other entitles (all of the
foregoing, collectively being “Persons” and each being a “Person’) against or in respect of the
Applicant or the Monitor, or affecting tho Business or the Propeity, are hereby stayed and
sugpended end shall not be commenced, praceeded with ot continued, except with the written
consent of the Applicant and the Monitor, or lsave of this Court, provided that nothing in this
Otder shall () empower the Applicant to carry on any business which the Applicant is not
lawfully entliled to carry on, {l) affect such investigations, actions, suits or proceedings by a
regulatory body ns are permitted by Section 11,1 of the CCAA, (i) prevent the fillng of any
registration to presorve or perfoct a security interost, (iv) prevent the registration of a ¢lalm for
lien, or (v) prevent the exercise of any termination rights of the Consenting Neteholders under
the Support Agreement.

20. THIS CQURT CRDERS that duilng the Stay Peuiod, all righte and remedies of the
Neteholders against or in respect of the Subsidiary Guatentors are hercby stayed and suspended
and shall not be commenced, proceeded with or contitied, exoept with the written consent of the
Applicant and the Monitor, or leave of this Coust, provided that nothing in this Order shall (i)
empowel any Subsidiery Guarantor te carry on any business which such Subgidiary Guarantor is
not lawfully entitled to carry on, (1) affect such investigations, actions, suits or proeeedings by a
regulatory body as are permitied by Seetion 11,1 of the CCAA, (i) prevent the filing of eny
reglstration, to preserve or perfeot a seourity interest, or (1v) prevent the registration of g clalm for
lien,

NO INTERFERENCE WITH RIGITS

21,  THIS CQURT-ORDERS that during the Stay Petlod, no Person shall discontinue, fuil to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, Heence or permit in favour of or held by the Applicant, exeept with the

wiitten consent of the Applicant and the Moritor, or leave of this Court,

147




CONTINUATION OF SERVICES

22.  THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with the Applicant or statutory or regulatory mandates for the supply of goods and/or
services, including without limitation all computer saftware, communication and other data
seivices, centralized banking services, payroll services, Insurance, transportation servioes, utility
or-other services ta the Business or the Applicant, are hereby restralned until further Order of this
Court from discontinuing, altering, interfering with or terminating the supply of such goods or
services as may be required by the Applicant or exercising any other remedy provided under
such egreement or arrangements, and that the Applicant shall be entitled to the contlnued use of
its current premises, telepbone numbers, facgimile numbers, internet addresses and domain
names, previded in each case thet the normal prices or charges for all such goods or services
received after the date of this Order ere paid by the Applicant in accordence with normal
payment practices of the Applicant orsuch other practices as may be agreed upon by the supplier
or service provider and oach of the Applicant and the Monitor, or a8 may be ordered by this
Court,

NON-DEROGATION OF RIGHTS

23,  THIS COURT ORDERS thaf, notwithstanding anything else in this Order, no Person
shall be prohibited from tequiting immediate payment for goods, services, use of lease or
livensed property or other valnable consideration provided on or after the daie of this Order, not
shall eny Person be under any obligation on or after the date of this Ouder to advance or re~
advaneo any montes or otherwise extend any credit to the Applicant, Nothing in this Order shall
derogate from the 1ights conferred and obligations imposed by the CCAA.

PROCEEDINGS AGAINST DIRT.CTORS AND OFTICERS

24,  THIS CQURT ORDERS that duilng the Stay Period, and except ns permiited by
subsection 11.03(2) of the CCAA, no Proceeding may be commenced or contlnued agalnst any
of the former, current or future directors or officers of the Applicant with respect to any claim
against the directors or officers thet arose before the datc hercof and that relates to any
obligations of the Applicant whereby the directors or officers are alleged under any law fo be

ligble in thelr capacity as directors or officers for the payment or performance of soch
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obligations, until a compromise or atrangement in respect of the Applicant, if one is filed, ig
gsanetioned by this Court or is xefused by the affected creditors of the Applicant or this Court,

DIRECTORS® AND OFFICERS’ INDEMNIFICATION AND CHARGI

25.  THIS COURT ORDERS that the Applicant shall (i) indemnify its directors and officers
against obligatlons and llabilitles that they may incur as directors or officers of the AppHoant
after the commencement -of the within proceedings, and (il) make payments of emounts for
which its directors and officers may be llable as obligations they may incur as directors or
officers of the Applicant after the commencement of the within proceedings, except to the extent
that, with respect to eny officer or director, the obligation or Habllily was incurred as a result of

the dirscior’s or officer’s gross negligence or wilful misconduet,

26, THIS COURT CRDERS that the directors and offlcers of the Applicant shall be entitled
to the benefit of and are hereby granted s chargs (the “Directors’ Cherge™) on the Property (other
than the Applicant's assets which are subject io the Pergonal Properly Security Act registrations
on Schedule "B hereto (the "Excluded Property")), which charge shell not exceed an aggregate
smovnt of $3,200,000, as seourity for the Indemnity provided in paragraph 25 of this Order, The
Directors’ Charge shall have the priority set out in paragraphs 38 and 40 herein,

27,  THIS COURT ORDERS that, notwithstanding any language in any spplicable insurance
policy to the contrary, (8) no Insurer shall be entitled to be subrogated to or claim the benefit of
the Directors’ Charge, and (b) the Applicant's directors and officers shall only be entitled {o the
benefit of the Directors’ Charge fo the extent that they do not have coverage under any directors’
and officers” insurance pollcy, or to the extent that such ooverage is insufficient to pay amounts
indemnified in accordance with paragraph 25 of this Order,

APPOINTMENT OF MIONITOR

28,  THIS COURT ORDERS thet FTI ig hereby appointed pursuant to the CCAA as the
Monitor, an officer of thiz Court, fo monttor the buslness and financial affairs of the Applicant
with the powsrs and obligations set out in the CCAA or set forth herein and thet the Applicant
and its shareholders, officers, directors, and Assistants shall gdvise the Monitor of all material
steps taken by the Applicani pursuant to this Order, and shall eo~operate fully with the Monitor

. §
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in the excieise of ity powers and discharge of it obligations and provide the Monitor with the

assistance fhat is necessary to enablo the Monltor to adequately carry out the Monitor's funetions.

29,

THIS COURT ORDERS that the Monitor, in addition {o its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to;

()
()

(©)

(D
(¢)

¥

€]

()

monitor the Applicant's receipts and disbursements;

report to this Court at such times and Intervals as the Monitor may desm appropriaie
with respect 1o mattors relating to the Property, the Business, and such other mattors

g may be relevant to the procsedings herein;

advise the Applicant In ifs preparation of fhe Applicant's cash flow siatements, a3
required from time {o time;

advise the Applicant in ity development of the Plan and any amendments to the Plan;

asstst the Applicant, to tha extent required by the Applicant, with the holding and
administering of creditors’ or shareholders’ meetings for voling on the Plan, as

applicable;

hayve full and complete access to the Property, including the premises, books, records,
date, including data in electronic form, and other financial documents of the
Applicant fo the extent that is necessary fo adequately assess the Applicant's business
and financiel affalrs or to perform its duties arising under this Order;

be at Liberty 1o engage ihdependcnt legal coungel or such other persons ag the Monltor
deemas necessary or advigable respecting the exetcize of its powers and performance
of its obligations under this Ordes;

carry out and fuifil] its obligations under the Support Agreement in accordance with

its terms; and

perform such other duties as are required by this Order ar by this Court from time to
time,

.
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30, THIS COURT ORDERS that without limiting paragraph 29 above, in carrying out its
rights and obligations in copnection with this Order, the Monitor shall be entitled to take such
reasonable steps and use such services as it deems necessary ln discharging its powers and
obligations, including, without limitation, utilizing the services of FTI Congulting (Hong Kong)
Limited ("FTT K™,

31,  THIS COURT ORDERS that the Monitor shall not take possession of the Property (or
any property or assets of the Applicant's subsidiaries} and shall take no part whatsoever in the
management or supervision of the management of the Business (or any business of the
Applicant's subsidiaries) and shall not, by fulfilling its obligations hereunder, be deemed to have
taken or maintained possession or control of the Business or Property, or any part thereof (or of

any bysiness, property or assets, or any part thersof, of any subsidiary of the Applieant),

32, THIS COURT ORDERS that nothing herein confained shall require the Monitor to
occupy or to take oontrol, cere, charge, possession or management (separately andfor
vollectively, “Possession”) of any of the Property (or any preperty of any subsidiary of tho
Applioant) that might be environmentslly contaminated, might be a poliutant or a conteminant,
ot might cause or contribute to a spill, dlscharge, release or depostt of e substance contrary to
any federal, provincial or other law respecting the protection, conservation, enhanoement,
remediation or rehabilitation of the environment or relating to the disposal of waste or other
contamination inecluding, without limitation, the Canadian Emvironmental Protection Act, the
Ontado Environmental Protection Act, the Owiario Water Resowrces Act, or the Qntatio
OQccupational Health and Safety Aci and regulations thereundsr (the “Environmental
Leglslation™), provided however that nothing herein shall exempt the Monitor from any duty to
report or make disclosure imposed by applicabls Bovironmental Legislation, The Monitor shall
not, a8 a result of this Order or anything done in pursuance of the Monitor's duties and powers
under this Order, bo deemed to be In Possession of any of the Property (or of any property of any
subsidlary of the Applicant) within the meaning of any BEnvironmental Leglslation, unjess it {s

actually in possession,

33, THIS COURT ORDERS that the Monitor shall provide any credlfor of the Applicant
with information provided by fhe Applicent in response to reasonabls requests for informatlon
made In writing by such creditor addressed te the Montter, The Manitor shall not have any

-
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responsibility or lisbility with respect to the informetion disseminated by # pursvant to this
paragraph, In the case of information that the Monifor has been advised by the Applicant iz
confidential, the Monitor shall not provide such informatien to creditors wnless otherwise

directed by this Court or on such terms as the Monitor and the Applicant may agree,

34,  THIS COURT ORDERS that, in addition to the tights and protections afforded the
Monitor under the CCAA or as an officer of thls Court, the Monitor shall iocur no Iiability or
obligatlon as a result of Its appointment or the carrying out of the provislons of this Order, save
and except for any gross negligence or wilful misconduot on its part, Nothing in this Order shall
derogate from the protections afforded the Monitor by the CCAA or any applicable legislation,

35, THIS COURT ORDERS that the Monitor, coungel fo the Monitor, ocunsel to the
Applicant, counsel ta the directors, Houlihan Lokey Cepital Ing, (the "Finenclal Advisor), PTI
HK, counsel to the Ad Hoc Notsholders and the fingnclal advisor to the Ad Hoe Noteholders
(together with counse! to the Ad Hoe Noteholders, the "Noteholder Advisors') shall be paid their
reasonable foes and disbursements, in each case at their standard rates and charges, by the
Appleant, whether incurred prior to or subsequent to the date of this Order, as part of the costs
of these progeedings, The Appllcant is hereby auvthorized and directed to pay the accounts of the
Monitor, coungel for the Monitor, counsel for the Applicant, counse! fo the directors, the
Finaneial Advisor, FTT HK, and the Noteholder Advisors on a weckly basts or otherwise in
accordance with the terms of their engagement letters,

36, THIS COURT ORDERS that the Moniltor and its legal counsel shall pass thelr eccounts
from time to tlme, and for thls purpose the accounts of the Monitor and its legel counsel are
hereby referred to a judge of the Commorcial List of the Ontarlo Superior Gourt of Jugtice,

37, THIS COURT ORDERS that the Monifor, counsel to the Monitor, the Applicant's
counsel, counsel to the directors, the Finanelal Advisor, FTI K, and the Notehelder Advisors
shall be entitled to tho beneflt of and ere kereby granted a charge (the “Administration Charge™)
on the Property (other than the Excluded Property), which charge shall not exceed an aggregate
amount-of $15,000,000 as security for thelr professional fees and disbursements incurred at their
respeotlve standard rates and charges in respect of such services, both before and efter the
making of this Order in respoct of thess procsedings. The Administration Chatge shall have the
priatity set out in paragrephs 38 and 40 hereol,

]
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YALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

38, THIS COURT ORDERS that the pionities of the Directors’ Charge and the

Administration Charge, as between them, shell be as follows;
First -~ Administration Charge (to the maximum emcunt of $15,000,000); and
Second ~ Directors’ Charge (to the maximum amount of $3,200,000),

39,  THIS COURT ORDERS that the filing, reglstration or perfection of the Directors’
Charge or the Administration Charge (collectively, the “Cherges”) shell not be required, and that
the Charges shall be valid end enforceable for all purposes, including as against any right, title or
interest filed, registered, recorded or perfecied subsequent to the Charges coming into existence,

notwiihstending any such failure to file, register, record or perfect,

40,  THIS 'COURT ORDERS that each of the Cherges shall constilute a charge on the
Propeity (other than the BExcluded Property) and shall rank in priority o all other security
inferests, trusts, lens, cherges and encumbrances, claims of secured creditors, statutory or

otherwise (collectively, “Encumbrances™) in favour of any Person,

41,  THIS COURT ORDERS that except as otherwise expressly provided for herein, or ag
may be approved by this Couri, the Applioant shail not grent any Encumbrances over any
Property that rank 1n priority to, ot pari passu with, any of the Charges, unless the Applicant also
obtains the prior written consent of the Monitor, the beneficlaries of the Directors’ Cherge and
the bensficlaries of the Adminisiration Charge, or further Order of this Court,

42, THIS COURT ORDERS that the Charges shall not be rendered Invelid or unenforceable
and the rights and remedies of the chargees entltled to the benefit of the Charges (collectively,
the “Chargees’™), shall not otherwise be limited or impaired in any way by (a) the pendency of
these proceedings and the declarations of insolvency made herein; (b) any applicetion(s) for
bankiuptey order(s) issued pursuant to the BIA, or any bankeupioy order made pursuant to such
epplications; (o) the filing of any assignments for the general benefit of creditors made pursuant
to the BIA; (d) the provisions of any federa! or provinclal statutes; or () any negative covenants,
prohibifions or other similar provigions with respect to borrowings, incurring debt or the ereation

of BEnenmbrances, contained in any existing loan documents, lease, sublease, offer to lease or

.

A
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other agreement (colleotively, an “Apresment) which binds the Applicant, and notwithstanding
any provision to the contrary in any Agreement:

(n)  neither the creation of the Charges nor the execution, delivery, perfection, registration
or performance of any documents in vespoect thereof shall create or be deemed to

constitute a breach by the Appticant of any Agreement to which it 13 g party;

(b)  none of the Charpees shall have sny liability to any Person whatsoever as e result of
" ey breach of any Agreement caused by or tesulting from the creation of the Charges;
and

()  the payments made by the AppHeant pursnant to thig Order and the granting of the
‘Charges, do not and will not constitute preferences, fraudulent conveyances, transfers
at undervalue, oppressive conduct, or other challengeable or voidable transactions

under any applicable law,

43,  THIS COURT ORDERS that any Charge created by this Order over leases of real
property in Canada shall only be a Cherge in the Applicant's inferest in such real property leases,

APPROVAL, OF FINANCIAL ADYISOR AGREEMENT

44,  THIS COURT ORDERS that the lelter agreement dated ag of December 22, 2012 with
respect fo the Financial Advisor in the form attached as Bxhibit “CC” to the Martin Affldavit (the
“Financial Advisor Agreement”) and the retention of the Finenolal Advisor under the terms
thoroof, including the payments to be made to the Financial Advisor theteunder, are hereby

approved,

45,  THIS COURT ORDERS that the Applicant is authorized and directed to make the
payments contemplated i the Flnanelal Advisor Agreement in accordance with the terms and

conditions thereof,

-
o
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POSTPONEMENT OF ANNUAL GENERAL MEETING

46,  THIS COURT ORDERS that the Applicant be and is heteby telieved of any obligation to
call and hold an annual meeting of its shareholders until further Order of this Court,

FOREIGN PROCLEEDINGS

47, THIS COURT ORDERS that the Monitor is hereby authotized and empowered to act as
the foreign representative in respect of the within proocedings for the purpese of having these
procesdings recognized in a jurisdiction outside of Canada.

48,  THIS COURT ORDERS thet the Monitor is hereby authorized, as the foreign
represeniative of the Applicant and of the within proceedings, to apply for foreign recognition of
these procoodings, as necessery, in any jurlsdiction outslde of Canade, including as “Foreign
Main Procsedings™ in the United States pursuant to Chapter 13 of the U.S, Banlrupicy Code,

49,  THIS COURT HEREBY REQUESTS the aid and secognition of any court, tribunal,
regulatery or administrative body having jurlsdiction in Canade, the United States, Barbados, the
British Virgin Islands, Cayman Islands, Hong Kong, the Peoplo's Republic of China or in any
other foreign jurisdictlon, to give effect to this Order and to agsist the Applicant, the Monitor and
fheir respective agents In oartying eut the terms of this Order, All courts, tribunals, regulatory
and adminisirative bodies are hereby respecifully requested to make suoh orders and to provide
such assistance to the Applleant and to the Monitor, as an officer of this Court, as may be
necessaty or desirable fo glve effect to this Order, to grant representative status to the Monitor in
any fereign proceeding, or to assist the Applicant and the Monitor and their respective agents in
carrying out the terms of this Order,

50, THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is
hereby authorized and empowered to apply to any court, tibunal, regulatory or administrative
body, wherever located, for the recognltion of this Order and for asslstance in carrying out the
terms of this Order and sny other Order issusd in these proceedings,
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SERVICE AND NOTICE

51,  THIS COURT ORDERS that the Monitor shall (i} wlthout deley, publish in the Globe
ahd Mail and the Wall Street Journal a notice eontaining the information preseribed under the
CCAA, (i) within seven days after the date of this Osder, (A) make this Order publicly available
in the manner preseribed under the CCAA, (B) send, n the prescribed manner, a notice to every
known ereditor who has a clalm ageinst the Applicant of more than $1,000, and (C) prepare a list
showing the names and addregses of those oreditors and the esiimated amounts of those claims,
and meke it publicly nyailable in the presctibed manner, all in accordance with Seetlon 23(1)(s)
of the CCAA and the regulationg made thereunder,

52,  THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty to serve
this Order, any other materials and orders in these procesdings, apy notlees er other
corresponderice, by forwerding frue copies thereof by prepatd ordinary mail, courier, personal
dellvery, facsimile transmission or email to the Applicant's oreditors or other interested perties at
their respective addresses as last shown on fhe records of the Applicant and that any such service
ot notice by coutler, petsonal dellvery or elecironio transmission shall be deemed to be received
on the next business day following the date of forwarding thereof, or if sent by ordinary mall, on
the third business day after mailing,

53, THIS COURT ORDERS that the Applicant, the Monttor, and any party who has filed a
Notice of Appearance may serve any court materials in these proceedings by e-mailing & PDF or
other elecironic copy of such materials to counsels’ email addresses as recorded on the Service
List from time fo time, and the Monkor may post a copy of any or all such materials on the
Monitor's Website,

GENERAL

54, THIS COURT ORDERS that the Applicant or the Monitor may from time fo time apply

to this Court for advice and directions in the discharge of its powers and duties hereunder,

55,  THIS COURT ORDERS that nothing in thls Order shall prevent the Moniter fiom acting
ag an interim recelver, a receiver, a receiver and manager, or a frustee in hankruptey of the

Apbplicant, the Business or the Property,

Wy |
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56, THIS COURT ORDERS that any interested party (including the Applicant and the
Monitor) may apply to this Court fo vary or amend this Order on not less than seven (7) days
notice to any other party or parties likely to be affected by the order gought ot upon such other

notics, If any, as this Court may order.

57, THIS COURT ORDERS that this Order end all of ifs provisions are effectlve as of
12:01 a.m. Bagtern Stendard/Daylight Time on the date of this Order,

ﬁg@ﬂ@ﬁ-/

ENTERED AT / INSCRIT A TORONTO
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Schedule "AV

Sino-Panel Holdings Limited (BVI)
Sino-Globel Holdings Ine, (BYI)
Sino~Wood Partners, Limited (HK)
Grandeur Winway Limited (BVI)
Stnowin Investments Limited (BVI)
Sinowood Limilted (Cayman Islands)
Sino-Forest Bio-Science Limited (BVT)
Sino-Forest Resources Inc, (BYI)

9, Sino-Plantation Limited (HK)

10, Sud-Wood Inc, (BVD)

11, Sino-Forest Investments Limited (BVI)
12, Sino-Wood (Guangxi) Limited (FIK)

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

14, Sino~-Wood (Guangdong) Limited (HK)
15, Sino-Wood (Fujian) Limited (HK)

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

17, Sino-Panel {Guangxi) Limited (BVI)

18, Sino~Panel (Yunaan) Limlted (BVT)

19, Sino-Panel (North Bast China) Limited (BVT)
20. Sino-Panel [Xlangxi] Limited (BVI)

21, Sino-Panel [Hunan] Limited (BVI)

22, SFR (China} Inc, (BVT)

23, Sino-Panel [Suzhou] Limited (BVT)

24, Sino-Panel (Gaoyaoe) Ltd, (BVI)

25, Sino-Panel (Guangzhou) Limited (BVI)
26, Sino-Panel (North Sea) Limited (BVI)
27, Sino~Panel (Guizhou) Limited (BVI)
28, Sino-Panel (Huaihna) Limitsd (B
28, Sino-Panel {Qinzhow) Limited (BYI)
30, Sino-Panel (Yongzhou) Limited (BVT)
31, Sino-Panel (Fujian) Limited (BVE)

32, Sino-Panel (Shaoyang) Limited (BVI)
33, Amplemax Worldwide Limited (BVT)
34, Ace Supreme International Limited (BVT)
35, Bxpress Polnt Holdings Limited (BVI)
36, Glory Billion International Limited (BVI)
37, Smart Sure Buterprises Limited (BVI)
38. Bxpert Bonus Investment Limited {(BVI)
39, Dynamie Profit Holdings Limited (BYI)
40, Alliance Meax Limited (BVT)

41, Brain Force Limited (BVT)

42, General Bxoe! Limited (BYI)

43, Poly Market Limited (BVI)

44, Prime Kinetic Limited (BVD)

45, Trillion Bdge Limited (BVT)

46, Sino-Panel (China) Nursery Limited (BVT)

b NS
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47, Sino-Wood Trading Limited (BYI}

48, Homix Limited (BVI)

49, Sino-Panel Trading Limited (BYI)

50. Sino-Panel (Rugsia) Limited (BYT)

51. Sinc-Global Management Consulting Inc, (BYT)
52. Value quest Internatlonal Limited (BVI)

53 Well Keenr Worldwide Limiled (BYT)

54, Harvest Wonder Worldwide Limited (BVY)

55, Cheer Gold Worldwlde Limited (BVI)

56, Regal Win Capltal Limited (BV1)

57, Rich Cheice Worldwide Limited (BVI)

58, Sino-Fotest ntetnational (Barbados) Corporation
59, Mendra Foresiry Holdings Limited (BVI)

60. Mandra Forestry Finance Limlted (BVI)

61, Mandra Forestry Anhul Limited (BVI)

62, Mandra Forestry Hubel Limited (BVT)

63, Sino-Capital Global Tnc. (BYT)

64, IZlite Legacy Timited (BYI)

(0N |
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PERBCNAL PROPERTY SECURITY REGISTRATION SYSTEM
SEARCH RESULTS

Date Search Conducted: 3/29/2012
File Currency Dakte: 03/28/2012
Famlly({iem): 6

Page(a): A

SBARCH : Buslness Debtor : SING-FOREST CORFORATION

The attached report has been created based on the data received by Cyberbahn,

a Thomaon Reuters businemgs from the Province of Ontario, Minigtry of Government
Services., No lilabllicy 1s assumed by Cyberbahn regarding 1ts correctnees,
timeliness, completeness or the interprstation and use of the report. Use of

the Cyberbahn service, including thia report 1s subject to the terms and conditlons
of Cyberbahn's subacription agreement.

¢




PERSONAL PROPERTY SECURITY REGIETRATION SYSTEM
SEARCH RESULTS

Date Search Conducted: 3/29/2012
File Currency Date: 03/28/2012
Family {ies): 6

Page(s}; 8

SEARCH : Businegp Debtor : SINO-FOREST CORPORATION

FAMILY 1 OF 3 ERGUIRY PAGE : 1 Qor 8
SERRCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 609324408 EXPIRY DATE ; 2VSEP 2015 STATUS :

01 CAUTION FILING : PAGE : 001 OF 1 MY SCHEDULE ATTACHED
REG HUM : 20040927 1631 1793 0430 REG TYP: P PPSA REG PERIOD: 10

02 IND DOB IND MAME:

03 BUS NAME: SINO-FOREST CORPORATION

oCH .
D4 ADDRESS : 90 BURNHAMTHORPE ROAD WEST, SUITE 1208
CITY : MISBISSAUGA PROV: ON POSTARL CODE: L5R3C3
05 IND DOB : IND NAME:
0& BUS NAME:
OCH
07 ADDRESS
cITY : ' PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAYMANT
LAW DEBENTURE TRUST COMPANY OF NEW YORK
0% ADDRESS : 767 THIRD AVENUE, 31ST FLOOR
CITY : NEW YORK PROV: NY POSTAL CODE: 10017
CoNSg. MV DATE OF OR HO FIXED
GOODS INVTRY, EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X
YEAR MAKE MODEL V.I.N.
i1
13

GENERAL COLLATERAL DESCRIPTION

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEETOR PURSUANT TO
i4 A PLEDGE AGREEMENT AND SHARE CHARRGE.
15

16 AGENT: AIRD & BERLIS LLP #2
17 ADDRESS : 181 BARY STRREET, BUITE 1800
CITY : TORONTO PROV: ON POSTAL CODR: M5I2T3

Page 1

1
I

61




FAMILY : 1 oF & ENQUIRY PACE : 2 gr B
SEARCH : BD ; SINO-FOREST CORPORATION

FILE NUMBER 609324408

PAGE TOT REGISTRATION NUM REG TYPE
0l CAUTION 00l OF 1 MV SCHED: 20090720 le14 1793 BOBS
21 REFERENCE TILE NUMBER : £02324408
22 AMEND PAGE: NQ PRGE: CHANGE: A AMNDMNT REH YEARE: CORR PER:
23 REFERENCE DEBTOR/ IND RAME:
24 TRANSFEROR ; BUS NAME: SINQ-FOREST CORFORATION

25 OTHER CHANCH:
26 REASON: TO AMEND SECURED PARTY ADDRESS AND TC AMEND GENERAL COLLATERAL
27 /DEBCR: DESCRIPTICH TC DELETE THE WORDS "PURSUANT TO A PLEDGE AGREEMENT AND
28 : SHARE CHARGE"
02/05 IND/TRBNSFEREE:
03/06 BUS NAME/TRFEE;
OCH:

04 /07 ADDRESS:

CITY: PROV: POSTAL CODE:
29 ASSIGNCR:

(08 SECURED PARTY/LIEN CLAIMANT/ASSIGREE :
LAW DEBENTURE TRUST COMEBNY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOCR

CITY : NEW YORK PROV ; NY POSTAL CODE : 10017
CONS. MY DATE OF NO FIXED
GOODS INVTRY EQUIP ACCTS OTHER INCL AMOUNT MATURITY OR MAT DATE
10
11
12
13 PLEDGE OF SHARES OF CERTAIN SUBBIDIARIES OF THE DEBTOR
14
15

16 NAME : AIRD & BERLIS LLP
17 ADDRESS : 181 BAY STREET, SUITE 1800, BOXH# 754
CITY 1 TOQRONTO PROY : ON POSTARL CODE : MSJ2TS

Page 2




FAMILY 10F 8 ENQUIRY PAGE : 3 QF B
SEBRCH : BD : SINCG-FOREST CORPORATICH

FILE NUMBER 6505324408

PRGE  TOT REGISTRATION NUMW REAJ TYPE
01 CAUTION 001 OF 1 MV SCHED: 20090720 1616 1793 6087
21 REFERENCE FILE NUMBER : 609324408
22 BMEND PAGE; NO PAGE; CHANGE: B RENEWAL REN YEARS: 1 CORR PER:
23 REFERENCE DEBTOR/ IND WAME:
24 TRANSFEROR BUS NAME: SINQ-FOREST CORPORATION
25 OTHER CHANGE:
26 RERSON:
27 /DESCR:
28 :

03/05 IND/TRANSFEREE:
03/06 BUB NRME/TRFEE;

OCN:
04 /07 ADDRESS:
CITY: FROV: POSTAL CODE:
29 BSSIGHOR:
08 SECURED PARTY/LIEN CLAIMANT/ASSIGNEE
% ADDREES
CITY H PROV : BFOSTAL CODE ;
CONS , MV DATE OF RO FIXED
GOODS INVTRY EQUIP ARCCTS OTHER INCL AMOUNT MATURITY OR MBRT DATE
10
11
12
13
14
156
16 NAME : AIRD & BERLIE LLF
17 ADDREES : 181 BAY STREET, SUITE 1800, BOX# 754
CITY + TORONTO PROV : ON POATAL CODE : MBJZTS

Fage 3
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FAMILY 2 OF & ENQUIRY PAGE 4 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 650314305 EXPIRY DATE : OQ3DEC 2013 STATUS

01 CAUTION FILING : PRGOE : 001 OF 1 MY SCHEDULE ATTACHED
REG NUM : 20081203 1055 1793 5576 REG TYP: P PPSA REG PERICD: 5

02 IND DOB IND NAME;

03 BUS NAME: SINO-FOREST CORFORATION

OCN
04 ADDRESS : 1208-90 BURNHAMTHORPE RD W
CITY : MISSISSAUQA FROV: ON POSTAL CODE: LSE3C3
05 IND DOB : IND NAME:
06 BUS NAME:
OCN
07 ADDRESS
CITY H PROV; POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT :
XEROX CANADA LTD
09 ADDRESS : 33 BLOOR BT, E. 3RD FLOOR
CITY ;. TORONTO PROV; ON POSTAL CODE: M4W3HL
CONS ., MV DATE OF OR NO FIXLED
300D8 INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X
YEAR MAKE MODEL V.I.H.
1t
12
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT: XEROX CARNADA LTD
17 BDDRESS : 33 BLOCR ST, E. 3RD FLOOR
CITY 1 TORONTO PROV:; ON POSTAL CODB: M4W3HL

Page 4




FAMILY 3 OF [ ENQUIRY PAQE : 5 QF B
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE MUMBER : 655022304 EXPIRY DATE : 20JUL 2015 STATUS !
01 CAUTION FILING : PAOE : 001 OF 1 MY SCHEDULE ATTACHED

REGZ NUM : 20090720 1615 1793 6086 REG TYP: P PPSA REG PERIOD: 6
02 IND DOB : IND NAWE:

03 BUB WAME: SINO-FOREST CORFORATION

OCN
Q4 ADDRESS :+ 90 PURNHEMTHORFE ROARD WEST, SUITE 1208
CITY ¢ MISSISSAUGA PROV:; ON POSTAL CODE: LEBICS
05 IND DOB IND NRME:
06 BUB NAML:
oOCH
07 ADDRESS
crTY 3 PROV: POSTAL CODE:
0B SECURED PARTY/LIEN CLAIMANT ;
LAW DEBENTURE TRUZT COMPANY OF NEW YORK

0% ADDREBS : 400 MADISON AVENUE, 4TH FLOOR

CITY : NEW YORK PROV; NY POGTAL CODE: 10017

CONS . WY DATE OF OR WO FIXED

@00DS8 INVTRY. EQUIP ACCTE OQTHER INCL AMOUNT MATURITY MAT DATE
10 X X

¥YEAR MAKE MODEL v.I.N.
11
12
GENERAL COLLATERAL DESCRIFTION
13 PLEDGE OF SHARES QF CERTAIN SUBSIDIARIES Or THE DEBTOR
14
15
16 AGENT: AIRD & BERLIS LLP - SUSAN PAK
17 ADDRESS : 181 BAY STREET, SUITE 1800

CITY : TORONTO PROV: ON PQSTAL CODE: MSJ2TS

Page 5




FAMILY 4 QF & LENQUIRY FPAGE : o OF 8
SEARCH : BD ; 3INO-TOREST CORPORATION

00 FILE NUMBER : 6592079036 EXPIRY DATE : (O3FER 2016 STATUS

01 CAUTION FILING : BACL : 001 OF 1 MY SCHEDULE ATTACHED
REG NUM : 20100203 1535 1793 2023 REG TYP: P PPSA REGQ PERIOD: €
02 IND DOB : IND NAME:
031 BUS NAME: SINO-FOREST CORPORATION
OCN
04 ADDRESS : 80 BURNHAMTHCRPE ROAD WEST, SUITE 1208
CITY . MISSISSAUGA PROV: OH POSTAL CODE: L5B3C3
05 IND DOB IND HAME:
06 BUS NAME:
oCN
07 ADDRESS :
CITY : PROV; POSTAL CODE:
0B SECURED PARTY/LIEH CLAIMANT :
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY : NEW YORK PROV: NY POSTAL CODE: 10017
CONS, MV DATE OF OR NO FIXED
Go0D8 INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X
YEAR MAKE MODEL v.I.N,
11
1z
GENERAL COLLATERAL DESCRIPTICN
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES QF THE DERTOR
14
15
16 AGENT: AIRD & BERLIE LLP (SPAK - 102288)
17 ADDRESS : 181 BAY STREET, SUITE 1800
CITY ; TORONTO PROV: ON EOSTAL CODE: MBJ2TS

Fage 6




FAMILY 5 OF & ENQUIRY PAGE 7 OF 8
SEARCH : BD} : BINO-FOREST CORFORATION

00 FILE NUMBER : E£65186985 EXPIRY DATE : 150CT 2020 STATUS

01 CAUTICHN FILIKRG : BPAGE : 001 OF 1 MY SCHEDULE ATTARCHED
REG NUM : 20101015 1215 1793 1245 REC 'TYP; P FPSA REG PERICD: 10

02 IND DOB IND NAME:

03 BUS MBME: SINC-FOREST CORPORATICH

o]l 2 I
04 ADDRESS ; 90 BURNHAMTHORFE ROARD WEST, SUITE 1208
CITY + MISSISSAUGH PROV: ON POSTAL CODE: L5RB3C3
05 IND DOEB IND HAME:
06 BUS NAME:
OCN
07 BDDRESS
2ITY : LROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT
LAW DEBENTURE TRUBT COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOCR
CITY : HEW YORK PROV: WY POSTAL, CODE: 10017
CONS . MV DATE OF OR NO FIXED
ZO0DY INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X
YBAR MAKE MODEL V.I.H.
11
12
GENERAL COLLATERAL DESCRIPTION
13 PLEDGE OF SBHARES OF CERTAIN SUBSIDIARIES OF THE DEDRTOR,
14
15
16 AGENT: AIRD & BERLIS LLEP (RMK-106760)
17 ADDRESS : 181 BARY SBTREET, SUITE 1800
CITY 1 TQRONTO PRROV: ON POSTAL CODE: MS5J2T9

Faae 7




FRMILY : & OF a8 ENQUIRY PAGE 8 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 665928563 EXPIRY DATE : 17HOV 2016 STATUS

01 CAUTICN FILIKNG ; PARGE : 01 OF 001 MV SCHEDULE ATTACHRED
REG NUM ; 20101117 1007 1462 0113 REG TYP: P PPSA REG PERIOD: 6
02 IND DOB : IND NAME:
03 BUS NAME: SINQ-FOREST CORPORATION
OCH
04 ADDRESS : 1208-90 BURNHAMTHORFE RD W
CITY : MISSIBSAUGA PROV: ON POSTAL CODE: LSR3C3
05 IND DOB : IND NAME:
06 BUS NAME:
OCN
(07 ADDRESS
CITY : PROV: POETAL CODE:
08 SECURED PARTY/LIEN CLAIMANT
XEROX CANADA LTD
09 ADDRESS : 33 BLOOR ST, E, 3RD FLOOR
CITY : TORONTO PROV: ON POSTAL CODE: M4W3HL
COHS, My DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X
YEAR MAKE MODEL v,I.H,
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT: PPSA CANADE INC, - {3992)
17 ADDRESS : 110 SHEPPARD AVE EAST, SUITE 303
aITY : TOROWTO PROV: ON POSTAL CODE: M2N5YA

Page 8




Schedale “A”

IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.(. 1985, ¢. C-36, AS AMENDED AND IN THX

MATTER OF SINO-FOREST CORPORATION
Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL 1IST)

Proceedings commenced i Toronto

INITIAL ORDER

BENNETT JONES LLP

One Fizst Canadian Place

Smite 3400, P.O. Box 130
Toruiio, Qntario

M5K 144

Robert W. Staley (LSUC#271157)
Kevin Zych (LSUC#33129T)
Derek I. Bell (LSUC #434207)
Jonathan Bell (LSUC #55457P)
Tel: 416-863-1200

Fax- 416-863-1716

Yawvers for the Applicant ;
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SERVICE AND INTERPRETATION

l. 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 thatl no Proceeding (as defined in the initial order granted by
this Court on March 30, 2012 (as the same may be amended from time to time, the “Initiai
Order™)) against 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, ar¢ defendants, shall be commenced or
cantinued as against any other party to such Proceeding or belween or amongst such other parlies
(cross-claims and third party claims 1f any), until and including the expiration of the Stay Period
{as defined in the Initial Order and as the same moy 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 Péyry (Beijing) Consulting Co. Limited and/or any affiliate,

any other Pgyry entity, representative or agent.

3. THIS COURT ORDERS that the Appiicant is authorized 10 enter into agreements
among the plaintiffs and defendants in the Ontario Class Action and in the action styled as
Guining Liu v. Sino-Forest Corporation et 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 il sees fit, subject to the Moaitor’s approval.

MISCELLANEQUS

4. THIS COURT ORDERS that this order is subject to any further order of the court an a
motion of any parly, and is without prejudice to the right of the parties in the Ontario Class

Aclion to move or vary this order on or after Seplember 1, 2012.

5. THIS COURT HEREBY REQUESTS the ajd and recognition of any courl, tribunal,

regulalory or administrative body having jurisdiction in Canada, the United Slales, Barbados, the

71
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British Virgin Islands, Cayman Jslands, Hong Kong, the People’s Repubiic of China or in any
other foreign jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and
their respective agents in carrying oul the terms of this Order. All courts, tribunals, regulatory
and administrative bodies are hereby respectfully requested to make such orders and to provide
such assistance to the Applicant and to the Monitor, as an officer of the Court, as may be
necessary or desirable to give effect to this Order, to grant representative status to the Monitor in

any foreipgn proceeding, or 10 assist the Applicanl and the Monitor and their respective agents in

carrying out the terms of this Order. j/
/| C /
I tf"")k M{Lﬁg [/
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Court File No.: CV-12-9667-00CL
IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, RS.C, 1985, ¢.C-36, AS AMENDED

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

ONTARIO
SUPERIOR COURT OF JUSTICE
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IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT,R.8.C, 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF 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
sworn on May 2, 2012, the Second Report of FT1 Consulting Canada Inc. {the "Monitor") dated
April 30, 2012 {the "Monitor's Second Report") and the Supplemnental 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 appcars

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 Second Report and the Supplemental Report is hereby abridged and



-

validated such that this Motion is properly returnable today and hereby dispenses with further

service thereof.

DEFINITIONS AND INTERPRETATION

2. The following terms shall have the following meanings ascribed thereto:

(a)

)

©

(d)

(©

()

(g)

"2013 and 2016 Trustee" means The Bank of New York Mellon, in its capacity as
trustee for the 2013 Notes and the 2016 Notes;

"2014 and 2017 Trustee" means Law Debenture Trust Company of New York, in
its capacity as trustee for the 2014 Notes and the 2017 Notes;

"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 of New York Mellon, as trustee, as amended, modified or supplemented,

"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,

"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;

"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 of New York, as trustee, as amended, modified or

supplemented,;

"2013 Notes" 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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"2014 Notes" means the US$399,517,000 of 10.25% Guaranteed Senior Notes
Due 2014 issued pursuant to the 2014 Note Indenture;

"2016 Notes" means the US$460,000,000 of 4.25% Convertible Senior Notes Due
2016 issued pursuant to the 2016 Note Indenture;

"2017 Notes" means the US$600,000,000 of 6.25% Guaranteed Senior Notes Due
2017 issued pursuant to the 2017 Note Indenture;

"Administration Charge” has the meaning given to that term in paragraph 37 of
the Initial Order,;

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

amended,

"Business Day" means a day, other than a Saturday or a Sunday, on which banks

arc generally open for business in Toronto, Ontario;

"CCAA" means the Compeanies' Creditors Arrangement Act, R.8.C. 1985, ¢. C-

36, as amended;

"CCAA Proceedings" means the proceedings commenced by the Applicant in the
Court under Court File No. CV-12-9667-00CL;

"CCAA Service List" means the service list in the CCAA Proceedings posted on

the Monitor's Website, as amended from time to time;
"Claim" means:

6)) 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
whatsoevcr, and any interest accrued thereon or costs payable in respect
thereof, including by reason of the commission of a tort {intentional or

umntentional), by reason of any breach of contract or othcr agreement



@

(i)

(in)

-

{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, implied, resulting, constructive or otherwise), and
whether or not any indebtedness, liability or obligation is reduced to
Jjudgment, 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 Persen (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 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 c¢laim of any kind
that would be a claim provable in bankmptcy within the meaning of the
BIA had the Applicant become bankrupt on the Filing Date, or an Equity
Claim {each a "Prefiling Claim", and collectively, the "Prefiling Claims");

a Restructuring Claim; and

a Secured Claim;

provided, however, that "Claim" shall not include an Excluded Claim, a D&O
Claim or a D&O Indemnity Claun;

"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 m

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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"Clamants' Guide to Completing the D&O Proof of Claim" means the guide to
completing the D&O Proof of Claim form, in substantially the form attached as
Schedule "E-2" hereto;

"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;

"Claims Bar Date" means June 20, 2012;
"Class" means the National Class and the Quebec Class;
"Court" means the Ontario Superior Court of Justice (Commercial List);

"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 further order of the Court;

"D&O Claim" means, other than an Excluded Claim, (i) any right or claim of any
Person that may be assertcd 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 (i) any right
or claim of any Person that may be asserted or made in whole or m part against
one or more Directors or Officers, m that capacity, whether or not assertcd 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, cquitable 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, implied, resulting, consiructive or
otherwisc), and whether or not any indebtedness, liability or obligation, and any
interest accrued thereon or costs payable in respect thercof, 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 indemnity 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 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 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;

"D&O Indemnity Claims Baer Date" has the meaning set forth in paragraph 19 of
this Order,

"D&O Indemnity Proof of Claim" means the mdemmity proof of claim in
substantially the form attached as Schedule "F" hereto to be completed and filed
by a Director or Officer setting forth its purported D&O Indemnity Claim;

"D&O Proof of Claim" means the proof of claim in substantially the form
attached as Schedule "D-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;

"Directors" means 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

the Applicant,

"Directors' Charge" has the meaning given to that term in paragraph 26 of the
Initial Order;

1
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"Dispute 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;

"Employee Amounts" means all outstanding wages, salaries and employee
benefits (including, employee medical, dental, disability, life insurance and
similar benefit plans or arrangements, incentive plans, share compensation plans
and employee assistance programs and employee or employer contributions 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;
"Equity Claim" has the meaning set forth in Section 2(1) of the CCAA,
"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;

(iiiy  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;

"Filing Date" means March 30, 2012;
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"Government Authority” mcans a federal, provincial, territorial, municipal or
other govermnment or government department, agency or authority (including a

court of law) having jurisdiction over the Applicant;

"Tnitial Order” means the Initial order of the Honourable Mr. Justice Morawetz
made March 30, 2012 in the CCAA Proceedings, as amended, restatcd or varied

from time to time;
"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;

(i)  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 procceding or a demand for payment in respect of a
Claim or D&Q 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

(i)  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;

"Monitor's Website" has the meaning set forth in paragraph 12(a) of this Order,

"National Class" has the mcaning given to it in the Fresh As Amended Statemnent

of Claim in the Ontario Class Action;

"Note Indenture Trustees" means, collectively, the 2013 and 2016 Trustee and the
2014 and 2017 Trustee;
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"Notes" means, collectively, the 2013 Notes, thc 2014 Notes, the 2016 Notes, and
the 2017 Notes;

"Noteholder" means a registercd 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;

"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
Indenmmity Claim set out in such Person's Proof of Claim, D&O Proof of Claim or

Dé&O Indemnity Proof of Claim;

"Notiee to Claimants” means the notice to Claimants for publication m

substantially the form attached as Schedule "C” hereto;

"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;

"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;

"Ontario Plaintiffs" means the Trustees of the Labourers' Pension Fund of Central

and Bastern Canada and the other named Plaintiffs in the Ontario Class Action;

"Person" is to be broadly mterpreted and includes any individual, firm,
corporation, limited or untimited liability company, general or limited partnership,
association, trust, unimcorporated organization, joint venture, Government
Authority or any agency, regulatory body, officer or instrumentality thereof or
any other enlity, 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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"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 terms,

"Post-Filing Claims" means any claims against the Applicant that arose from the
provision of authorized goods and services provided or otherwise incurred on or
after the Filing Date in the ordinary course of business, but specifically excluding

any Restructuring Claim;

"Proof of Claim" means the proof of claim in substantially the form attached as
Schedule "D" hereto to be completed and filed by a Person setting forth its
puiported Claim and which shall include all supporting documentation in respect
of such purported Claim;

"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

appropriate or desirable;

"Proven Claim" means the amount and Status of a Claim, D&O Claim or D&O

Indemnity Claim of a Claimant as determined in accordance with this Order;

"Quebec Class" has the meaning given to it in the statement of claim in the

Quebec Class Action;

"Quebec Class Action” means the action commenced agamnst the Applicant and

others in the Quebec Superior Court, bearing Court File No. 200-06-000132-111 ;

"Quebec Plaintiffs" means Guining Liu and the other named plaintiffs in the

Quebec Class Action;

"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 or 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, termination, repudiation or disclaimer took place or

takes place before or after the date of this Order;

(hhh) "Restructuring Claims Bar Date" means, in respect of a Restructuring Claim, the
later of (i) the Claims Bar Date, and (i} 30 days after a Person is deemed io

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) secured by security
validly charging 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;

(jij)  "Status" means, with respect to a Claim, D&O Claim or D&O Indemnity Claim,
or a purported Clainy, D&O Claim or D&O Indemnity Claim, whether such claim

is secured or unsccured; 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 onc of the Subsidiaries.

3. THIS COURT ORDERS that ali 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 5:00 p.m. on such Business Day unless otherwise indicated herein.

4, THIS 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 meclude 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 Ovder as to completion and execution of
such forms 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&QO Claim or a D&O Indemnity Claim.

7. THIS COURT ORDERS that if any purported Claim, D&QO Claim or D&O Indemnity
Claim arose in a currency other than Canadian dollars, then the Person making 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 amount of the purported
Claim, D&O Claim or D&O Indemnity Claim in such cwrency, rather than in Canadian dollars
or any other currency. The Monitor shall subsequently calculate the amount of such purported
Claim, D&Q 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&QO Proof of Claim or Indemnity Proof of
Claim, as applicable, indicating the amount of the purported Claim, D&OQO Claim or D&O
Indemnity Claim without mcluding any mterest and penalties that would otherwise accirue after

the Filing Date.

9. THIS COURT ORDERS that the form and substance of each of the Notice of Revision or
Disallowance, Dispute Noticc, Notice to Claimants, the Proof of Claim, the D&Q Proof of
Claim, the Claimants' Guide to Complcting 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
forms attached as Schedules "A", "B", "C", "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 forms 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 prescribed 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 authorized 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, (it) 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 information
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 information.

NOTICE TO CLAIMANTS, DIRECTORS AND OFFICERS

12. THIS COURT ORDERS that:

(a) the Monitor shall no later than five (§) Business Days following the making of
this Order, post a copy of the Proof of Claim Document Package on its website at

htip://cfeanada.fticonsulting.com/sfe ("Monitor's 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 Trustees {or to
counsel for the Note Indenture Trustecs 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 Restructuring 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
restructuring, termination, repudiation or disclaimer of any such lease, contract, or

other agreement or obligation,;

) 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

4] the Monitor shall send to any Director of Officer named in a D&Q 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) inform 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 senid notice to any

1
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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&Q Indemmity Claim (including the
holder of a security 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 Indemmnity Claim), and all Persons (including
Known Claimants) shall be bound by any notices published pursuent 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 Indemmity Claim in accordance with this Order.

15. THIS COURT ORDERS that the delivery of a Proof of Claim, D&Q Proof of Claim, or
D&O Indemmnity 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 Clairs

16.  THIS 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 Clainis Bar
Date, and (ii) Proofs of Claim in respect of Restructuring Claims shall be filed with the Monitor
on ¢r 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 reccived 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 contmbution 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 participate 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&QO 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 froin making or enforcing such
D&O Claim against any Directors or Officers, and all such D&Q Claims shall be forever
extingnished; (b) shall be and is hereby forever barred from making or enforcing such D&O
Claim as against any other Person who could claim contribution or mdemnity 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&Q Clamm; 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 m 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 Indemnity
Claim shall deliver a D&QO 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 Indemnity
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 Indemnity 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 {¢} 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 Exclnded Claims, unless required to do so by
further order of the Court.

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 aftcr the Filing Date, that Person shall file a separate
Proof of Claim for each such assigned or transferred purported Claim, and {ii) each Person that
has or intends to assert a right or claim against one or more Subsidiaries which is based in whole
or in part on facts, underlying transactions, causes of action or cvents relating to a purported

Claim made against the Applicant shall so indicate on such Claimant's Proof of Clairm.

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 assignment 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
transferred 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.

23, 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 the amount owing on an aggregate basis as at the Filing Date under

each of the 2014 Note Indenture and the 2017 Note Indenture.

26.  Notwithstanding any other provisions of this Order, Noteholders are not required to [ile

individual Proofs of Claiin 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
purposes. The process for determining 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 miarket 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&Q 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 formmg 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 mattcrs 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&Q 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 forming the subject matter of the Quebec Class Action.
REVIEW OF PROOEFS OF CLATM

29.  THIS COURT ORDERS that any Claimant filing a Proof of Claim, D&QO Proof of Claim
or D&O Indemnity 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:

——t



(a)

(b)

©

-19-

any information that is otherwise publicly available shall not be treated as

“Confidential” regardless of whether it is marked as such;

subject to the following, such information 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 otherwise ordered by the Court (“Designated

Persons”) or consented to by the Claimant, acting reasonably; and

any Designated Person may provide Confidential Information to other interested
stakeholders (who shall have provided non-disclosure undertakings 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, failing which, either party may seek

direction from the Court.

31. THIS 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 terms of

this Order, shall review all Proofs of Claim and D&QO Proofs of Claim filed, and at any time:

(a)
(b)

(c)

may request additional mformation from a purported Claimant;

may request that a purported Claimant file a revised Proof of Claim or D&O
Proof of Claim, as applicable;

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 Ofticer disputes all or any
portion of a purported D&O Claim, then the disputed portion of such purported
D&O Claim may not be resolved or settted without such Director or Officer's

conscnt 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
affccted or further order of the Court, 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 purporied D&Q Claim against such Director or
Officer, then the disputed portion of such purporied D&QO Clairn may not be

accepted without such Director or Officer's consent or further order of the Court;

and

(&) may by notice in writing revise or disallow (in whole or in part) the amount

and/or Status of any purported Claim or D&O Claim.

32, THIS 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&Q Claim shall constitute such
Claimant's Proven Claim. The acceptance of any Claim or D&Q 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 certainty, 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), the Monitor shall
deliver to the 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 reviscd or
disallowed purported Claim or D&O Claim (or revised or disallowed portion thereof) shall not
be a Proven Claim until determined 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 terms of this Order, shall review
all D&O Indemnity Proofs of Claim filed, and at any time:

(a) may request additional information 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 8 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 amount and/or Status of arty D&O Indemnity

Claim; and

(e) may by notice In writing revise or disallow (in whole or in part) the amount

and/or Status of any purported 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
determmation 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 certainty, shall not constitute an
admission of any fact, thing, liability, or quantum or Status of any claim by any Person as against
any Subsidiary.

37. THIS COURT ORDERS that where a purported D&Q 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 portion thereof) shall not
be a Proven Claim until determined otherwise in accordance with the procedures set out in

paragraphs 42 to 45 hereof or as otherwise ordered by the Cowt.

39, THIS COURT ORDERS that, notwithstanding anything to the contrary in this Order, in
respect of any Claim, D&O Claim or D&O Indemmity 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 witheuttheconsentofthT Ard-Has

N1 L
%ﬁhe Court. wiflovt
DISPUTE NOTICE

40.  THIS COURT ORDERS that a purported 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 Mouritor within the fourteen (14) day period specified in this paragraph
shall constitute an application to have the amount or Status of such claim determined as set out in

paragraphs 42 1o 45 of this Order.

41.  THIS COURT ORDERS that where a purported 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&Q Claim or D&O Indemnity Claim, as applicable, shall be deemed to be as set out in
the Notice of Revision or Disallowance and such amnount 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 barred and extinguished.

RESOLUTION OF CLAIMS, D&O CLAIMS AND D&O INDEMNITY CLAIMS

42,  THIS COURT ORDERS that as soon as practicable after the delivery of the Dispute
Notice to the Monitor, the Monitor, in accordance with paragraph 31(c¢), shall attempt to resolve

and settle the purported Claim or D&O Clajm with the purported Claimant.

195



223

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 Indemnity Claim with the

Director or Officer.

44,  THIS COURT ORDERS that in the cvent that a dispute raised in a Dispute Notice is not
settled within a time period or in a manner satisfactory to the Monitor, the Applicant and the
applicable Claimant, the Monitor shall seek direction from the Court, on the comect process for
resolution of the dispute. Without limitation, the foregomg includes any dispute arising as to

whether a Claim is or is not an "equity claim" as defmed in the CCAA.

45, THIS COURT ORDERS that any Claims and related D&O Claims and/or D&O

Indemnity Claims shall be determmed 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 cvidence of such transfer or assignment, shall
have been received by the Monitor and the Applicant, and (ii) the Monitor shall have
acknowledged in writing 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 Indemmity Claim. Any such transferee or assignec of a Claim, D&O Claim or D&O
Indemnity Claim, and such Claim, D&O Claim or D&QO 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 acknowlcdgement by the Monitor of such transfer

or assignment.

47.  THIS COURT ORDERS that if the holder of 2 Claim, D&O Claim or D&O Indemnity
Claim has transferred or assigned the whole of such Claim, D&O Claim or D&Q Indemnity
Claim to more than one Person or part of such Claim, D&QO Claim or D&O Indemnity Claim to

another Person or Persons, such (ransfer or assignment sball not create a separate Claim, D&O
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Claim or D&O Indempity Claim and such Claim, D&QO Claim or D&O Indemnity Claim shall
continue to constitute and be dealt with as a single Claim, D&OQ 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 assignment and shall be
entitled to send notice to and to otherwise deal with such Claim, D&Q Claim or D&Q Indemmnity
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&QO 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 wnting such transfer or assignment, the Person last holding such
Claim, D&O Claim or D&O Indernnity 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 Indemnity 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&QO 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&OQ 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 Court may require, seek directions from the Court
with respect to this Order and the claims process set out hercin, including the forms attached as

Schedules hereto.
SERVICE AND NOTICE

50. THIS 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 true 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 6:00 p.m. on a Business Day, on such Business
Day, and if delivered after 6:00 p.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 hy (i) facsimile to a number that has been provided in writing by

the purported Claimant, Director or Officer, or (1) courier.

51. THIS COURT ORDERS that any notice or other comumunication (including Proofs of
Claim, D&O Proofs of Claims, D&O Indemnity Proofs of Claim and Notices of Dispute) to be
given under this Order by any Person to the Moniior shall be in writing in substantially the form,
if any, provided for in this Order and will be sufficiently given only if delivered by prepaid

regisiered mail, courier, personal delivery or electronic or digital transimission addressed to:
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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 1G8

Attention: Jodi Porepa
Telephone: (416) 649-8094
E-mail: sfe@fticonsulting.com

Any such notice or other commumnication by a Person shall be deemed received only upon actual
receipt thereof during normal business hours on a Business Day, or if delivered outside of a

norimal 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 communications 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 courier, personal delivery or

electronic or digital transmission in accordance with this Order.

53.  THIS COURT ORDERS that in the svent that this Order is later amended by fiwther
order of the Court, the Monitor shall post such further 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&QO Indemnity Proofs of Clatm 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 Procecdings 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 off each of the National Class and the

Quebec Class in these proceedings, and not for any ogther purpose. 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 pursvant to thig Order:

(a) is not an admission or recognition of their right to represent the Class for any
other purpose, including with respect td Settlement 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 Indemnity 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 Count.

57. THIS COURT ORDERS that nothing in this Order shall prejudice the nghts 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 2 D&Q 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 Persen under any policies of
insurance nor shall anything in this Order limit, remove, modify or alter any defence to such

claim available to the msurer 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 administrative body having jurisdiction in Canada, the United States, Barbados, the
British Virgin Islands, Cayman Islands, Hong Kong, the People’s Republic of China or in any
other foreign jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and
their respective agents in camrying out the terms of this Order. All courts, tribunals, regulatory
and administrative bodies are hereby respectfully requested to make such orders and to provide
such assistance to the Applicant and to the Monitor, as an officer of 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 to assist the Applicant and the Monitor and their respective agents in
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carrying out the terms of this Order.




SCHEDULE "A™

NOTICE OF REVISION OR DISALLOWANCE

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:

(Name of purported claimant)

Defined terms 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

Order™). All dollar valnes contained herein are in Canadian dollars unless otherwise 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

Otder, your Proven Claim will be as follows:

Amount as submitted

Amount allowed lﬁ
Monitor

(original currency

amount)

(in Canadian
dollars)

(in Canadian
dollars)

A. Prefiling Claim

B. Restructuring Claim

C. Secured Claim

D. D&O Claim

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
5:00 p.mn. (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 clectronic 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
Dispute Notice is enclosed and can also be accessed on the Monitor’s website at

hitp://cfcanada. ficonsulting.corm/sfc.

FT1 Copsulting Canada Inc.

Court-appeinted 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: sfe@fticonsulting.com

2
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IF YOU FAIL TO FILE A DISPUTE NOTICE WITHIN THE PRESCRIBED TIME
PERIOD, THIS NOTICE OF REVISION OR DISALLOWANCE WILL BE BINDING
UPON YOU,

DATED at Toronto, this  day of , 2012,

FTT 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:

Particulars of Claimant:

Full Legal Name of claimant (include trade name, if different):

(the "Claimant™)

Full Mailing Address of the Claimant:

Other Contract Information of the Claimant:

Telephone Number:

Email Address:

Facsimile Number:

Attention (Contact Person):
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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 Indemnity Claim by
assignment?

Yes: [ ] No: ]
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&QO Indemnity
Claim, as the case may be:

For the purposes of the Claims Procedure Ovder only (and without prejudice to the
terms of any plan of arrangement or compromise), clatms 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&OQO
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 hy Amount claimed by
Monitor: Claimant:
(Notice of Revision or (in Canadian Dollars)

Disallowance)

(in Canadian dollars)

A. Prefiling Claim
B. Restructuring 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, yon 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 shell 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.

Court-appointed Monitor of Sino-Forest Corporation
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontarto M3SK 1G8

Attention: Jodi Porepa
Telephone: {416) 649-8094
E-mail: sfc@fticonsulting.com
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DATED this

Name of Claimant;

day of . 2012.

Per:

Witness

Name:
Title:
{please pring)
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SCHEDULE "C"

NOTICE TO CLAIMANTS
AGAINST SINO-FOREST CORPORATION
(hereinafter referred to as the "Applicant™)

RE: NOTICE OF CLAIMS PROCEDURE FOR THE APPLICANT PURSUANT TO
THE COMPANIES' CREDITORS ARRANGEMENT ACT (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 Procedure Order"). Pursuant to
the Claims Proccdure 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 Claiins Procedure Order and a Proof of Claim Document Package from the
website of the Monitor at http:/cfcanada.fticonsulting.com/sfe, ar by contacting the Momitor by
telephone (416-649-8094).

Proofs of Claim (including D&QO Proofs of Claim) must be submitied to the Monitor for any
claim against the Applicant, whether unliquidated, contingent or otherwise, or a claim against
any cument or former 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 March 30, 2012 as a result of the restructuring,
termination, repudiation or disclaimer of any lease, contract, or other agreement or obligation.
Please consult the Proof of Claim Document Packagc 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 file a Proof of Claim. Among
those claimants who do not need to file 2 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 Quehec Class Action.
Please consult the Claims Procedure Order for additional details,

CLAIMS AND D&O CLAIMS WHICH ARE NOT RECEIVED BY THE APPLICABLE
CLAIMS BARDATE WILL BE BARRED AND EXTINGUISHED FOREVER.

DATED at Toronto this » day of », 2012.

ar
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SCHEDULE "D"

PROOF OF CLAIM AGAINST
SINO-FOREST CORPORATION

1. Original Claimant Identification (the "Claimant")

Legal Name of Claimant

Address

City Prov / State

Postal/Zip code

2. Assignee, if claim has been assigned

Full Legal Name of Assignee

Address.

City Prov f State____
Postal/Zip cade

3a. Amount of Claim

Name of Contact ___

2140

Title

Phone #

Fax #

e-mail

Name of Contact,

Phone #

Fax #

e-Tnail

The Applicant or Director or OfTicer was and still s indebted to the Claimant as follows:

Currency Original Currency
Amount

3b. Claim against Subsidiaries

Unsecurad
Prefiling Claim

OoooOogg

Restructuring Claim

O0000

Secured Claim

ooOooOooad

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.

[ 1/we have a clajm against one or more Subsidiary

Name(s) of Subsidiaries
Currency

Original

Currency Amount

Amount of Claim




4. Documentation

Provide all particulars of the Clalm and supperting documentation, including amount, and description of transaction(s) or
agreement(s), or legal breach(es) givingrise to the Claim.

5. Certification

[ hereby certify that:

1. 1am the Claimant, or authorized representative of the Claimant.
2. lhave knowledge of all the crcumstances connected with this Claim.
3. Complete decumentation in suppert of this clalm is attached.

Name

Title
Dated at

Stgnature
this day of 2012

Witness

6. Filing of Claim

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

FTI Consulting Canada Inc,

Court-appointed Monitor of Sino-Forest Corporation
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.0. Box 104

Torontg, Ontario MSK 1G8

Attention: Jodi Porepa

Telephone: (416) 649-80%34
E-mail: sfe@fticonsulting.com

An elactronic version of this form is available at http://cfcanada, fticonsulting.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 Sine-
Forest Corporation, and NOT for claims against Sino-Forest Corporation itself, For claims against Sino-
Forest Corporation, please use the form titled "Proof of Claim Against Sino-Forest Corporation”, which is
available on the Monitor's website at http://cfrcanada.fticonsulting.corn/sfc.

1. Original Claimant Identification {the "Claimant")

Legal Name of Claimant Name of Contact
Address Title

Phone #

Fax #
ity Frov / State____ g-mail
Postal/Zip cude,

2. Assignee, if D&O0 Claim has been assigned

Ful} Legal Name of Assignee Name of Contact,
Address, Phone #
Fax #
City Prov/ 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:

[] 1/we have a claim against a Director(s) and/or Cfficer(s)
Name(s) of Director(s) and/or Original
Officer(s)] Currency Currency Amount Amount of Claim

4. Documentation

Provide all particulars of the D&0 Claim and supporting documentation, including amount, and description of transaction(s)
or agreement(s), or legal breach(es) giving rise to the D&O Claim.

5. Certification

1 hereby certify that:

1. Tam the Claimant, or authorized representative of the Claimant.

[Ny

S



-3-
2. lhave knowledge of all the circumstances connected with this D&0 Claim.
3. Complete documentation in support of this D&O Claim i3 attached.

Name

Title
Dated at _

Signature
this day of 2012

Witness

6. Filing of D&0 Claim

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

FTI Consulting Canada Inc.

Court-appointed Monitor of Sino-Forest Corporation
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.0. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodi Porepa

Telephone: (416} 649-8094
E-mail: sfc@fticonsulting.com

An electronic version of this form Is available at http://cfcanada fticonsulting.com/sfe
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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-Forcst Corporation (the "Applicant"). If you have any additional questions regarding
completion of the Proof of Claim, please consult the Monitor's website at
http://cfecanada.fticonsulting.com/sfc or contact the Monitor, whose contact information is shown
below.

Additional copies of the Proof of Claim1 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 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 supporting docurnentation.

8. If the Claim has been assigned or transferred to another party, Section 2 must also be
completed.
0. Unless the Claim is assigned or transferred, all future correspondcnce, notices, efc.

regarding the Claim will be directed to the address and contact indicated in this scetion.

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. Plcase consult the Claims Procedure
Order for details with respect to these and other exemptions.

SECTION 2 - ASSIGNEE

11.  1f 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 namecs, 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 occurred, all future correspondence, notices, etc. regarding the Claim 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 currency. 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 prefiling claim.
Restructuring Claim

21, Check this box ONLY if the amount of the Claim against the Applicant arose out of the
restructuring, termination, 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
Subsidiaries which is based in whole or in part on facts, underlying transactions, causes of action
or events relating to a clairnp made against the Applicant above, and list the Subsidiaries against
whom you assert your claim.
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SECTION 4 - DBOCUMENTATION

23.  Attach to the claim form all particulars of the Claim and supporting decumentation,
including amount, description of transaction(s) or agreement(s) or brcach(es) giving risc to the
Claim.

SECTION 5 - CERTIFICATION

24, The person signing the Proof of Claim should:
(2) be the Claimant, or authorized representative of the Claimant.
(b)  have knowledge of all the circumstances connected with this Claim.,
{©) have a witness to its certification.

25. By signing and submitting the Proof of Claim, the Claimant is asserting the claim against
the Applicant.

SECTION 6 - FILING OF CLAIM

26.  This Proof of Claim must be received by the Monitor by no later than 5:00 p.m.
(prevailing Eastern Time) on June 20, 2012. 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 Momitor of Sino-Forest Corporation
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodi Porcpa
Telephone: (416) 649-8094
E-nail: sfe@fticonsulting.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 result in your claim being barred and you will be prevented
from making or enforcing a Claim against the Applicant. In addition, you shail not be
entitled to further notice in and shall not be entitled to participate as a creditor in these
proccedings.



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&Q Proof of Claim against
any Directors or Officers of 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.fiiconsulting.com/sfc or contact the Monitor, whose contact
information 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 form titled "Proof of Claim
Against Sino-Forest Corporation", which is available on the Monitor's website at
hitp://cfecanada. fticonsulting.com/sfe.

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 gnide 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 govern.

SECTION 1 - ORIGINAL CLAIMANT

27. A separate D&QO 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 party, Section 2 must also
be completed.

32, Unless the D&O Claim is assigned or transferred, all future correspondence, notices, ete.
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,



34, The full legal namc of the Assignce must be provided.

35.  If the Assignee operates under a different name, or names, please indicate this in a
separate schedule in the supporting documentation.

36.  If the Monitor in consultation with thc Applicant is satisfied that an assignment or
transfer has occurred, all future correspondence, notices, ste. 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 ¢laimed 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 currency 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 1o record these amounts,

attach a separate schedule indicating the required information.

41. D&Q 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 breach(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.

(©) have a witness to its certification.

44, By signing and submitting the D&O Proof of Claim, the Claimant is asserting 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 Eastern 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.

Court-appointed Monitor of Sino-Forest Corporation
TD Waterhouse Tower

79 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontaric MSK 1G8

Attention: Jodi Porepa

Telephone: (416) 649-8094

E-mail: sfe@fticonsulting.com

Failure to file your D&O Proof of Claim so that it is reccived 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 2 D&O Claim against the any directors or officers of
the Applicant. In addifion, you shall not be entitled to further notice in and shall not be
entitled to participate as a D&O claimant in these proceedings.



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 #
Fax #
Gity Prov / Stale e-mail

Postal /Zip code

2. Indemnification Claim

Pasition(s} Held

Dates Position(s) Held: From ta

Reference Number of Proof of Claim with respect to which this D&Q Indemnity Claim is made

Particulars of and bas!s for D&O Indemnity
Claim

(Provide all particulars of the D&Q Indemnity Claim, including all supportng documentation)

3 Filing of Claim

This D&0 Indemnity Proof of Claim and supporting decumentation 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 Claim by registered
mail, courier, personal delivery or electronic or digital transmission at the following address:

ITI Consulting Canada Inc.

Court-appointed Monitor of Sino-Forest Corporation
TD Waterhouse Tower

73 Wellington Street West

Suite 2010, P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodi Forepa
Telephone: {416) 649-8094
E-mail: sfc@fticonsuiting.com



Failure to file your D&0 Indemnity Proof of Claim in accordance with the Claims Procedure Order will
result in your D&O Indemnity Claim being barred and forever extinguished and you will be prohibited
from making or enforcing such D&O0 Indemnity Claim agalnst the Applicant.

Dated at , this day of 2012,

Per:
Name

Signature: (Former Director and/or Officer}
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED AND IN THE

MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION
Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Proceedings commenced in Toronto

ORDER

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

M53X 1A4

Robert W. Staley (LSUC #27115])
Kevin Zych (LSUC #33129T)
Derek J. Bell (LSUC #43420])
Jonathan Bell (LSUC #55457P)
Tel: 416-863-1200

Fax: 416-863-1716

Lawyers for the Applicant
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In granting this Order which calls for Claims. D&QO Claims and D&C Indemnity Claims (all as
defined in the Claims Procedure Order), the parties acknowledge that no determination bas been
made as to arguments rcgarding quantum, classification or the extent to which such ¢laims can
be compromised by a Plan and all rights are reserved thereunder. The rights of all parties to
argue as to (he impact, if any, of the claimg bar and resolution process under this Order in the
event that 2 Plan is not ultimately successfully implemented are also reserved.

The Monitor has advised thal us part of this claims procedure, where il concludes a Clarm, D&O
Claim or D&O Indemnity Claiot is an Equity Claim, it will revise or disallow such elaims on that
basis pursuant to the Claims Procedure Order.

In the event that Claims, D&O Claums and/or D&O Indemnity Claims ure not resolved or
otherwise disposed of in these proceedings and the stay is terminated, then any admissions,
findings of fact, decisions or other determinations made in accordance with this Order and the
within claims process (whether by the Court, a Claims Officer, the Monilor, the Applicant or
otherwijsc) shall not be binding on any Clatnant or of any force or effect and shall not give rise
10 issue estoppel or be res judicata or be admissible in the Ontario Class Action, the Quebec
Class Action or any similar litigation already commenced or which may be commenced in the
future (the “Litigation™).

To the extent the stay is termipated and the Litigation proceeds, no finding of fact or decision of
a Claims Officer or of the Court made pursuant (o this Order and the within claims process and
no delermination of the validity and/or quantum of any Claim pursuant (o this Order, whether by:
(i) failurc to deliver a Proof of Claim or a Dispute Notice within the time provided in thjs Order;
(ii) agreement of the applicable parties; (iii) e Claims Qfficer, (iv) the Coua; or {v) otherwise.
shall be binding on any Claimanr or shall give rise 1o issue estoppel or be res judicara or be
admissible in any Litigation other than with respecl to partics relcased in these proceedings.

For prealer certainty, nothing in the preceding two paragraphs is intended to restrict the
Appheant’s or the Monitor's ability to seek foreign recognition of these proceedings or relief
yranted herein in.any jurisdiction,

TOR LAWL 791417272
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CITATION: Sino-Forest Corporation (Re), 2012 ONSC 4377
COURT FILE NO.: CV-12-9607-00CL
' DATE: 20120727

SUPERIOR COURT OF JUSTICE — ONTARIO

(COMMERCIAL LIST)

RE:

BEFORE:
COUNSEL:

HEARD:

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT
ACT, R.8.C. 1985, ¢. C-36, AS AMENDED

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

MORAWETZ J.

Robert W. Stalcy and Jonathan Bell, for the Applicant
Jennifer Stam, for the Monitor

Kenneth Dekker, for BDO Limited

Peter Griffin and Peter Osbhorne, for Ernst & Young LLP

Benjamin Zarnett, Robert Chadwick and Brendan OQ'Ncill, for the Ad Hoe
Committee of Noteholders

James Grout, for the Ontario Securities Commission
Emily Cole and Joseph Marin, for Allen Chan
Simon Bieber, for David Horsley

David Bish, John Fabello and Adam Slavens, for the Underwriters Named in
the Class Action

Max Starnino and Kirk Baert, for the Ontario PlaintiiTs
Larry Lowenstein, for the Board of Directors

June 26, 2012

ENDORSEMENT
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- Page 2 -

Overview

1 Sino-Forest Corporation (“SFC” or the “Applicant”) secks an order directing that claims
against SFC, which result from the ownership, purchase or sale of an equity intercst in SFC, are
“cquity 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 former sharcholders
asseried in the proceedings listed in Schedule “A” (collectively, the “Sharcholder Claims™); and
(1} any indernification claims against SFC related to or arising from the Shareholder Clairns,
including, without limitation, those by or on behalf of any of the other defendants to the
proceedings listed in Schedule “A™ (the “Related Indemmity Claims™).

[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 indemmity in respect of a claim that is an equity claim and,
therefore, also come within the definition.

[31  On March 30, 2012, the court granted the Initial Order providing for the CCAA stay
against SFC and certain of its subsidiaries, FTI Consulting Canada Inc. was appointed as
Monitor.

[4] On the samc day, the Sales Process Order was granted, approving Sales Process
procedures and autherizing and directing SFC, the Monitor and Houlihan Lokey to carry out
the Sales Process,

5] On May 14, 2012, the court issued a Claims Procedure Order, which established June 20,
2012 as the Claims Bar Date.

[6] The stay of proceedings has since becn extended to September 28, 2012.

[71  Since the outset of the proceedings, SFC has taken the position that it is important for
these proceedings to be completed as soon as possible in order te, ameng other things, (i) cnable
the busmess operated in the Peoples Republic of China (“PRC”) to be s¢parated from SFC and
put under new ownership; (i) cnable the restructured business to participate in the Q4 sales
scason in the PRC market; and (iii) maintain the confidence of stakcholders in the PRC
(including local and national governmental bodies, PRC lenders and other stakeholders) that the
business in the PRC can be suceessfully separated from SFC and operate in the ordinary course
in the near future.

8] SFC has ncgotiated a Support Agreement with the Ad Hoc Commirtiee of Neteholders
and-intends to file a plan of compromise or arrangement (the “Plan™) under the CCAA by no
later than August 27, 2012, based on the deadline set out in the Support Agreement and what
they submit is thc commocreial reality that SFC must complete its restruciuring as soon as
possible. '
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- Page 3 -

[9] Noteholders holding in exccss of §1.296 billion, or approximately 72% of the
approximately $1.8 billion of SFC’s noteholders® debt, have executcd written support
agresments to support the SFC CCAA Plan as of March 30, 2012,

Shareholder Claims Assericd Against SFC
(i) Ontario

{101 By Fresh as Amended Statement of Claim dated April 26, 2012 (the “Ontario Statement
of Claim™), the Trustees of the Labourcrs’ Pension Fund of Ceniral and Eastern Canada and
other plaintiffs asserted various claims in a ¢lass proceeding (the “Ontarioc Class Proccedings™
against SFC, ccrtain of its curtent and former officers and directors, Emst & Young LLP
(“E&Y™), BDO Limited (“BDO?), Poyry (Beijing) Consulting Company Limited (“Poyry™) and
SFC’s underwriters (collectively, the “Underwriters™),

f11]  Section 1(m) of the Ontario Statement of Claim defines “cless” and “class members” 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 3ino’s Securities outside of
Canada, except the Excluded Persons.

[12] The term “Securities” is defined as “Sino’s comunon shares, notes and other securities, as
defined in thc OSA®. The terrn *Class Period” is defined as the period from and including
March 19, 2007 up to and including Jupe 2, 2011. '

[13] The Ontario Class Proceedings seck damages in the amount of approximately $9.2 billion
against SFC and the other defendants.

{14]  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 alleped misconduct, sales of such securities “would have occurred at prices that reflected the
true value” of the securities. It is further alleged that “the price of Sino’s Securities was directly
affected during the Class Petiod by the issuance of the Impugned Documents™.

(i)  Quebec

[15] By action filed in Quebec on June 9, 2011, Guining Liu commenced an action (the
“Quebec Class Proceedings’™) against SFC, cenain of its cwrrent and former officers and
dircctors, E&Y and Poyry. The Quebec Class Proceedings do not name BDO or the
Underwriters as defendants. The Quebec Class Proceedings also do not specify the guantum 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 Proceedings centrc on the effect of alleged
misrepresentations on the sharc price. The duty allegedly owed to the class members is said to
be based in “law and other provisions of the Securities 4¢f”, to ensure the prompt dissemination
of truthful, complcte and accurate statements regarding SFC’s business and affairs and to correct
any previously-issued materially inaccurate statements.

(iii) Saskatehewan

[17] By Statement of Claim dated December 1, 2011 (the “Saskatchewan Statement of
Claim™), Mr. Allan Haigh commenced an action (the “Saskatchewan Class Proceedings™) against
SFC, Allen Chan and David Horslcy.

[18] The Saskatchewan Statcment of Claim does not specity the quantum of damages sought,
but instead states in more general terms that the plaintiff sceks “aggravated and compensatory
damages against the defendeants in an amount to be determined at trial™.

[19] The Saskatchewan Class Proceedings focus on the effect of the alleged wrongful acts
upon the trading price of SFC’s securities:

The price of Sino’s securities was dircctly 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 documents upon the price of its Sino’s
[sic] securitics.

(iv) New York

[20] By Verified Class Action Complaint dated January 27, 2012, (the “New York
Complaint™), Mr. David Leapard and IMF Finance SA commenced a class proceeding against
SFC, Mr, Allen Chan, Mr. David Horsley, Mr. Kai Kit Poon, a subset of the Underwriters, B& Y,
and Emst & Young Global Limited (the *“New York Class Proceedings™).

[21] SFC contends that the New York Class Proccedings focus on the cffect of the alleged
wronglul acts upon the trading price of S8FC’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 BDO, as summarized 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 Global | - - - X

BDO X - - -
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Poyry X X - -
Underwriters | 11 - - 2

Legal Framework

(23] Even before the 2009 amendments to the CCAA dealing with equity claims, courts
recognized that there is a fundamental 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 compeny where creditor ¢laims 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 Ine. (Re), (2006) CanLL1I 1773 (Ont. 8.C.J.) [Stelco); Royval Bank of Canadg 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. Sharcholders 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 cquity claims and denied such claims a vote in plans off
arrangoment: Blue Runge Resource, supra; Steleo, supra; EarthFirst Canada Inc. (Re) (2009, 56
C.B.R. (5™ 102 (Alta, Q.B.) [EarthFirst Canadal; and Nelson Financial, supra.

[26] In 2009, significant amendments were made to the CCAA. Specific amendments were
mads with the intention of clarifying that equity claims arc subordinated to other claims.

[27]1 The 2009 amendments define an “equity claim” and an “equity interest”. Section 2 of the
CCAA includes the following definitions:

“Equity Claim’™ means a claim that is in respect of an equity interest, including a
claim for, among others, (...)

(d) a monetary loss resulting from the ownership, purchase or sale
of an equity interest or fromn the rescission, or, in Quebec, the
annulment, of a purchasc or sale of an equity interest, or

(e) contribution or indemnity in respect of a claim referred to in
any of paragraphs (a) to (d);

“Equity Interest™ means

{(a) in the case of a company other than an income tnist, 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,

M
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[28] Scction 6(8) of the CCAA prohibits a distribution to equirty 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 orders otherwise.

Pogition of Ernst & Young

[30] E&Y opposes the relief sought, at least as against E&Y, since the E&Y proof of ¢laim
evidence demonstrates in its view that E& Y s claim:

{a) is not an equity claim;
(b) does not derive from or depend upon an equity claim (in wholg or in part);

(c) represents discreet and independent canges of action as against SFC and its directors
and officers arising from E&Y's direct contractual relationship with such parties (or
certain of such parties) and/or the tortious conduct of SFC andfor ity directors and
officers for which they are in law responsible to E&Y; and

(d) can succeced independently of whether or not the claims of the plaintiffs in the class
actions succeed.

[31] Inits factum, counsel to E&Y acknowledpes that during the periods rclevant to the Class
Action Proceedings, E&Y was retained as SFC’s auditor and acted as such from 2007 until it
resipned on April 5, 2012.

[32] OnJune 2, 2011, Muddy Waters LLC (“Muddy Waters”) issued a report which purported
to reveal fraud at SFC. In the wake of that report, SFC’s share price plummeted and Muddy
Waters profited from its short position.

[33] E&Y was served with a multitude of class action claims in numerous jurisdictions.

[34] The plaintiffs in the Ontario Class Proceedings claim damages in the aggregate, as
apainst all defendants, of $9.2 billion on behalf of resident and non-resident sharcholders and
noteholders. The causes of action alleged are boih statutory, under the Securities Act (Orrario)
and at common Jaw, 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 ¢laims against
E&Y and the other third party defendants are that they failed to detcct these misrepresentations
and note in particular that E&Y’s audit did not comply with Canadian generally accepted
accounting standards. Similar claims are advanced in Quebee and the U.S.

[36] Counsel to E&Y notes that on May 14, 2012 the court grented a Claims Procedure Ordcr

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 notwithstanding that proofs of claim
. and D&O proofs of ¢laim had not yet been filed,
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[37) E&Y has filed with the Monitor, in accordance with the Claims Procedure Ordet, # proof
of ¢laim against 8FC and a proof of claim agamst the directors and officers of SFC.

[38] E&Y takes the position that it has contractual claims of indemmification against SFC and
its subsidiaries and has statutory and common law claims of contribution and/or indernnity
against SFC and its subsidiaries for all relevant years. E&Y contends that it has stand-alone
claims for breach of contract and ncgligent and/or fraudulent misrcpresentation against the
company and its directors and officers.

[39] Counscl submits that E&Y’s claims against Sino-Forest and the SFC subsidiaries 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 ¢laims advanced by the class action
plaintiffs;

(c) claims that include the cost of defending and responding to various proceedings, both
pre~ and post-filing; and

(d) not equity claims in the sensc contemplated by the CCAA. E&Y's submission is that
equity holders of Sine-Forest have not advanced, and could not advance, any claims
against 8FC’s subsidiaries.

[40] Counsel further contends that E&Y’s claim is distinet from any and all potential and
actual ¢laims by the plaintiffs in the class actions against Sino-Forest and that E&Y’s claim for
contribution and/or indemnity 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 class
actions against E&Y would not necessarily lead to success against Sino-Forest, and vice versa.
Counsel contends that E&Y has a distinet 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 1s that of an unseeured creditor.

[41] Yrom a policy standpoint, counsel to E&Y contends that the nature of the relationship
between a shareholder, who may be in a position to assert an equity claim (in addition 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
replaced by E&Y. :

[43] BDO has a filed a proof of claim against Sino-Forest pursuant to the Claims Procedure
Order.
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[44] BDQ’s claim against Sino-Forest is primarily for breach of contract.

[45] BDO takes the position that its indemnity ¢laims, similar to those advanced by E&Y and
the Underwriters, are not equity claims within the meaning of's, 2 of the CCAA.

{46) BDOQ adopts the submissions of E&Y which, for the purposes of this endorsement, arc
not repeated.

Position of the Underwriters

[47) 'The Underwriters take the position that the court should not decide the equity claims
motion at this time because it is premeture 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 defined in s. 2 of the CCAA.

[48) The Underwriters are 2mong the defendants named in some of the class actions. In
connection with the offerings, certain Underwriters enteted 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 harmless the Underwriters in
conneetion with an array of matters that could arise from the offcrings.

[49] The Underwriters raise the following issues:
(1) Should this court decide the equity claims motion at this time?

(i)  If this court decides the equity claims motion at this time, should the equity
¢laims order be granted?

[50]  On the first issue, counse! to the Underwriters takes the position that the issue is not yet
ripe for determination.

[51] Counscl submits that, by seeking the equity claims order at this time, Sino-Forest is
attempting to pre-empt the Claims Procedure Order, which already provides a process for the
determination of ¢laims, Until such time as the claims procedure in respect of the Related
[ndemnity Claims is cornpleted, and those claimns are determined pursuant to that process,
counsel contends the subject of the equity claims motion raises a mercly hypothetical question as
the court is being asked to determinc the proper interpretation of s. 2 of the 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
inmterpretation of 5. 2 of the CCAA in the hypothetical, S8inp-Forest has put the court in a position
where itg judgment will not be made in the context of particular facts or with a full and complete
evidentiary record,

[53] Ewven if the court determines that it can decide this motion at this time, the Underwriters
submit that the relief requested should not be granted.

hﬂ—j

)
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Position of thc 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 locked 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 Nelson Financial, supra.

[59] The Applicant takes the position that based on the plain language of the CCAA, the
Sharcholder 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
(collectively, the “Class Actions”) all advance claims on behalf of
shareholders.

{b) the Class Actions also allege wrongful conduet that affected the trading price
of the shares, in that the alleged misrepresentation “artificialty inflated” the
share price; and

{c) the Class Actions scek damages relating to the trading price of SFC shares
and, as such, allege a “monctary loss” that resulted from the ownership,
purchase or sale of shares, as defined in s. 2 of the CCAA.

[571 Counsel further submits that, as the Shercholder 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 indemmity claims that relate to other equity claims. As sueh, the
Related Indemnity Claims are equity elaims within the meaning of's. 2.

[59] Counsel further submits that there is no distinction in the CCAA between the source of
any claim for contribution or indemnity; whether by statute, common law, contractnal or
otherwise. Further, and to the contrary, counsel submits that the legal characterization of a
contribution or indemnity claim depends solely on the characterization of the primary claim 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 [Returr on ifmnovation] this court
characterized the contractal 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., courts have held
that the indemnmification claims of underwriters for liability or defence costs constitute equity
claims that are subordinated to the claims of general creditors. Counsel submits that insofar a3
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the primary source of liability is characterized as an equity claim, so too 15 any claim for
contribution and indemnity based on that equity claim.

[62] 1n this case, counsel contends, the Related Indemnity Claims are clearly claims for
“contribution and indemnity” based on the Shareholder Claims.

Paosition of the Ad Hoc Noteholders

[63] Counsel to the Ad Hoc Noteholders 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 ownership, purchase or sale of an equity interest” per subsection (d) of the
definition of “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 (¢) of the definition refers expressly and without qualification to claims
for “contribution or indemnity” in respect of claims such as the Sharcholder Claims.

[65] Counsel further submits that had the legislature intended to qualify the reference 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 subsection (¢) i3 not uphcld,
shareholders of SFC could potentially create claims to receive indirectly what they could not
receive directly (Z.e., payment in respect of equity ¢laims through the Related Indemnity Claims)
— a result that could not have been iutended by the legislature as it would be inconsistent with the
purposes of the CCAA.

[671 Counsel to the Ad Hoe Notcholders also submits that, before the CCAA amendments 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
expandcd the types of claims characterized as equity claims; first to claims for dammages of
defrauded shareholders and then to contractual indernnity claims of shareholders: see Bive Range
Resources, supra and LarthFirst Canada, supra.

[69] Counsel for the Ad Hoc Noteholders also submits that indemmity claims of undcrwriters
have been treated as equity claims in the United States, pursuant to section 510(b) of the U.S.
Bankruptcy Code This submisston is detailed at paragraphs 20-25 of their factum which reads
as follows:

=2

L
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20. The desire to more closely align the Canadian approach to equity claims with
the 1J.S. approach was among the considerations that gave rise to the codification
of the treatment of cquity claims, Canadian courts have also looked to the U.S.
law for gunidance on the issuc of equity claims where codification of the
subordination of equity claims has been long-standing,

Jamis Satra at p. 209, Ad Hoe Committec’s Book of Authorities, Tab 10.

Report of the Standing Senate Commitiee on Banking, Trade and
Commerce, “Debtors and Creditors Sharing the Burden: A Review of the
Bankrupicy and Insolvency Act and the Companies’ Creditors
Arrangemenit actf” (2003) at 158, [...]

Blue Range [Resources] at paras. 41-57 [...]

21. Pursuant to § 510(b) of the U.S. Bankruptcy Code, all creditors must be paid
in full before sharcholders are entitled to receive any distribution. § 510(b) of the
U.S. Bankruptcy Code and the relevant portion of § 502, which is referenced in §
510(b), provide s follows:

§ 510. Subordination

(b) For the purpose of distribution under this title, a claim arising from
rescission of a purchase or sale 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 claim, 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 commeon stock, such claim has the same
priority as conunon stock.

§ 502. Allowancc of claitus or intercsts

(e) (1) Notwithstanding subsections (a), (b) and (c) of this section and
paragraph (2) of this subsection, the court shall disallow any claim for
reimbursement or contribution of an entity that is liable with the debtor on
or has 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 ¢ontribution; or

(2) A claim for reimbursement or contribution of such an entity that
becomes fixed after the commencement of the case shall be determined,

P.01Z2
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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 ¢laim
had become fixcd before the date of the filing of the petition,

22. U.8. appellate cowrts have ipterpreted the statutory language in § 510(b)
broadly to subordinate the claims of shareholders that have a nexus or causal
relationship to the purchase or sale of securitics, including damages arising from
alleged illegality in the szle or purchase of securities or from corporate
misconduct whether predicated on pre or post-issuance conduct.

Re Telegroup Inc, (2002), 281 F. 3d 133 (3" Cir. U.S, Court of Appeals)
[..]

American Broadeasting Systems Inc. v, Nugent, U.S. Court of Appeals for
the Ninth Circuit, Case Number 98-17133 (24 January 2001) [...]

23. Further, U.S. courts have held that indemnification claims of underwriters
against the corporation for liability or defence costs when sharcholders or former
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 § 510(b), which references claims for “reimbursement or
contribution” and (b) risk allocarion as between general ¢reditors and those parties
that play a role in the purchase and sale of securities that pive rise to the
shareholder claims (i.e., directors, officers and underwriters).

In re Mid-American Waste Sys., 228 B.R. 816, 1999 Bankr. LEXIS 27

(Bankr. D. Del. 1999) [Mid-American] [...]

In re Jacom Computer Servs., 280 B.R. 570, 2002 Bankr. LEXIS 758
{Bankr. 8.D.N.Y. 2002} [...]

24. In Mid-American, the Court stated the following with respect to the “plain
language™ of § 510(b), its origins and the inclusion of “reimbursement or
contribution” claims in that section:

v 1 Jfind that the plain language of § 510(b). iis legislative history, and
applicable case law clearly show that § 510¢(b) intends to subordinate the
indemnification claims of officers, directors, and underwriters for both
tiability and expenses incurred in connection with the pursuit of claims for
rescission or damages by purchasers or sellers of the debior's securities.
The meaning of amended § 510(b), specifically the language "for
reimbursement or contribution . . . on account of [a claim arising from
rescission or damages arising from-the purchase or sale of a security],” can
be discemed by a plain reading of its language.

... it is readily apparent that the rationsle for section 510(b) is not limited
to preventing sharcholder claimants from improving their position vis-a-

P.013

e}
L

-
Lo

5



JUL-27-2012 1B:26 MAG

4163276228 P.014

- Page 13 -

vis general creditors; Congress also made the decision to subordinate
based on risk allocarion. Consequently, when Congress amended § 510(h)
to add reimbursement and comiribution claims, it was not radically
departing fFom an equityholder claimant treatment provision, as NatWest
suggests; it simply added to the subordination treatment 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 onc of the rationales for the original scetion —
because Congress intended the holders of securities law claims o be
subordinated, why not also subordinate claims of other parties (e.g.,
officers and directors and underwriters) who play a role in the purchose
and sale transactions which give rise to the securities law claims? As |
view it, in 1984 Congress made a legislative judgment that claims
cmanating from tainted securities law (ransactions should not have the
same priority as the claims of general creditors of the estate. [emphasis
added)

L]

25. Further, the U.S. courts have hecld that the degree of culpability of the
respective parties is a non-issue in the disallowance of ¢laims for indemnification
of underwriters; the equities are meant fo benefit the debtor’s direct ereditors, not
secondarily liable creditors with contingent claims,
In re Drexel Bupnham Lambert Group, 148 B.R. 982 1992 Bankr. LEXIS
2023 (Bankr. S.D.N.Y. 1992) [...]

[70] Counsel submits that there 1s no principled basis for treating indemnification claims of
auditors differently than those of underwriters.

Analysis

Is it Premature to Determine the Issue?

[71] The class action litigation was commenced prior to the CCAA Proceedings. It is clear
that the claims of sharcholders as set out in the class action claims against SFC are “equity
claims” within the meaning of the CCAA.

[72] In my view, this issue is not premature for determination, as is submitted by the
Underwriters.

[73] The Class Action Proceedings preceded the CCAA Proceedings. It has been clear sinee
the outset of the CCAA Proceedings that this issue — namely, whether the claims of E&Y, BDO
and the Underwriters as against SFC, would be considered “equity claims” — would have © be
determined.

(2]
-
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[74] It has also been clear from the outset of the CCAA Proceadings, 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 scems to me that the issue that has been placed
before the court on this motion can be determined independently of the Claims Procedure. ! do
not accept that any party can be said to be prejudiced if this threshold issue is determined at this
time. The threshold issue docs not depend upon a determination of quantification of any claim.
Rather, its effect will be to establish whether the claims of E&Y, BDO and the Underwriters will
be subordinated pursuant to the provisions of thc CCAA. This is independent from a
determination as to the validity of any claim and the quantification thereof.

Should the Equity Claims Order be Granted?

[76] 1 am in agreement with the submission of counsel for the Ad Hoc Notcholders to the
effect that the characterization of claims for indemnity tums on the characterization of the
underlying primary claims.

[771 In 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 codified the treatment of claims addressed in
pre-amendment cases and have further broadened the scope of equity claims.

[791 The plain language in the definition of “equity claim™ does not focus on the identity of
the claimant, Rather, it focuses on the nature of the claim. In this case, it secms clear that the
Sharcholdzr 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 investrent,

[80] The plain language of the CCAA dictates the outcome, namely, that the Sharcholder
Claims and the Related Indemnity Claimg 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 claims™ to achieve the purpose of the CCAA.

[81) In Retwrn 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 analysis in Return on Innovation leads to the conclusion that the Related Indemnity Claims
are also equity claims under the CCAA.

{82] It would be totally inconsistent to arrive at z 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 the sharcholders cannot 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, BDO and the Underwriters fall
within the definition of equity claims, there are, 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, BDO 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 magnitade would have been launched
by E&Y, BDO and the Underwriters as against SFC. The class action plaintiffs have launched
thejr actions against SFC, the auditors and the Underwriters. In turn, E&Y, BDO and the
Underwriters have launched actions against SFC and its subsidiaries. The claims of the
sharehalders are clearly “equity claims” and a plain reading of s. 2(1)(¢) of the CCAA leads to
the same conclusion with respect to the claims of E&Y, BDO and the Underwrtiters. To hold
otherwise, would, as stated above, lead to a result that is inconsistent with the principles of the
CCAA. 1 would potentially put the sharsholders in a position to achieve creditor status through
their claim against E&Y, BDO and the Underwriters even though a direct claim against SFC
would rank as an “equity claim”,

[85] 1 also recognize that the Jegal construction of the claims of thc auditors and the
Underwriters a3 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 substance of the
¢laim,

[86] Critical to my analysis of this issuc is the statutory language and the fact that the CCAA
Amendments came into force after the cases relied upon by the Underwriters and the anditors.

(87] It has been argued that the amendments did nothing more than codify pre-existing
common law. Tn many respects, I accept this submission. However, T am unable to accept this
submission when considering s. 2(1) of the CCAA, which provides clear and specific language
directing that “equity claim” means a ¢laim 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 10 in
any of paragraphs (a) to (d)”.

[88] Given that a shareholder claim falls within s, 2(1)(d), the plain words of subsections (d)
and (€) lead to the conclusions that I have sct out above.

[89] [ fail to sec how the very clear words of subsection (e) can be seen to be a codification of
exigting law. To arrive at the conclusion put forth by E&Y, BDO and the Underwriters would
require me o ignore the specific words that Parliament has recently enacted,

{30] [ cannot agres with the position put forth by the Underwriters or by the auditors on this
point. The plain wording of the statutc has persiaded me that it does not matter whether an
indemnity claim is secking no more than allocation of fault and contribution at common law, or
whether there is a free-standing contribution and indemnity c¢laim based on contracts.

f91] However, that is not to say that the fu]l amount of the ¢laim by the auditors and
Underwriters can be characterized, at this time, as an “equity ¢laim”™,

[92] The second aspect to the claims of the auditors and underwriters can be illustrated by the
following hypaothetical: if the claim of the shareholders does not succeed against the class action
defendants, E&Y, BDO and the Underwriters will not be liable to the class action plaintiffs.
However, these parties may be in a position 1o 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 indemmity in respect of an equity claim™.

[93] It could vety well be that each of E&XY, BDO and the Underwriters have expended
significant amounts in defending the claims brought by the class action plaintiffs which, in turn,
could give risc to contractual claims as against SFC. If there is no successful equity clamm
brought by the class action plaintiffs, it is argvable that any claim of E&Y, BDO and the
Underwriters may legitimately be characterized as a claim for contribution or indemnity but not
necessarily in respect of an cquity claim. If so, there is no principled basis for subordinating this
pottion of the claim, At this point in time, the quantification of such a claim cannot be
determined. 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™.

[®5] In arriving at this determination, I have taken into account the arguments set forth by |
E&Y, BDO and the Underwriters. My conclusions recognize the separatc aspects of the Related
Indemnity Claims as submitted by counsel to the Underwriters at paragraph 40 of their factumn
which reads:

...it must be recognized that there are, in fact, at least two different kinds of
Related Indemnity Claims:

(a) indemnity claims against SFC in regpect of Sharcholder Claims against the
auditors and the Underwriters; and

{b) indemnity claims against SFC in respect of the defence costs of the auditors
and the Underwnters in connection with defending themsclves against
Sharcholder Claima.

Disposition

[96] In the result, an order shall issue that the claims againgt SFC resulting from the
ownership, purchase or sale of equity interests in SFC, including, without limitation, the claims
by or on behalf of current or former shareholders asserted in the proceedings listed in Schedule
“A” are “gquity claims” as defined in s. 2 of the CCAA, being claims in respect of monetary
losses resulting from thce ownership, purchase or sale of an equity interest, It is noted that
counsel] for the class action plaintiffs did not contest this issue.

[971 In addition, an order shal! also issue that any indemnification claim against SFC related
to or arising from the Shareholders Claims, including, without limitation, by ¢r 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 s an equity claim.
However, 1 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 Underwriters 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 respeet to (i) any claims in the staternent of ¢laim that ere in
respect of securities other than shares and (ii) any indemnification claims against SFC related

thereto,
/ﬁ e P 4

MORAWE

Date: July 27,2012
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SCHEDULE “A" - SHAREHOLDER CLAIMS

Y. Trustees of the Labourers’ Pension Fund of Central and Eastern Canada et al. v. Sing-
Forest Corporation et al. (Ontaric Supetior Court of Justice, Court File No. CV-11-
431153-00CP)

2. Quining Liu v. Sino-Forest Corporation et al. (Quebec Superior Court, Court File No.:
200-06-000132-111)

3. Allan Haighv. Sino-Forest Corporation et al. (Saskatchewan Court of Queen’s Bench,
Court File No, 2288 of 2011)

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)

TOTAL, P.O1R
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SERVICE AND INTERPRETATION

1. THIS COURT ORDERS that the time for service of the Nolice 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 nol otherwise defined
shall have the meaning given to them in the Fifth Report.

MEDIATION

3. THIS COURT ORDERS that the parties eligible to participate in the Mediation pursuant
to paragraph 5 of this Order are the Applicant, the Plaintiffs, the Third Panty Defendants (which
shall be read to include Péyry (Beijing) Consulting Company Limited (“PSyry 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 matier of the Medialion shal! be the resolution
of the claims of the Plaintiffs against the Applicant and the Third Party Defendants as set out in
the staternents of claim in the Ontario Class Action and the Quebec Class Action and any and all
related claims (the “Subjeet Claims™), provided that for the purposc of the Mediation, the
Plaintiffs shall not seek contribution from any of the Mediation Parties with regpect to amounts
that counld have been sought by the Plaintiffs from Pdyry Beijing had the Plaintiffs not reached a
setllement with Pdyry Beijing (the “P3yry Settlement”) and provided that the Plaintiffs shall
provide 10 the Mediation Parties, within 1Q days of the date of this Order or sueh further time as
this Courl may direct, a written summary of evidence proffered hy Pyry Beijing pursuant (o the
Ptyry 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 Medjation Parties shall participate
in the Medialion In person and with representatives present with full authority to settle the
Subject Claims (including any insurer providing coverage), provided that, where not practicable,
the Mediation Parties may participate in the Mediation through counsel or other representatives,

subject to those counsel or other representatives having actess to representatives with full



authority and undertaking to prompdy 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 shall only have
standing to participate in the Mediation on consent of the Applicant and the Monitor, acting
reasonably, or by further Order of this Court.

DATA ROOM

7. THIS COURT ORDERS that in connection with the Mediation, as soon as practicable,
but in any event no later than Aupust 3, 2012, the Applicant shall provide access ta the
Mediation Parties to the existing dala room maintained by Merrill (the “Data Room™), provided
however that prior to access (o the Data Room, alfl participants {other than the Applicant, the
{ncumbent directors of the Applicant and the Monitor) shall have entered into a confidentiality

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

8. THIS COURT ORDERS that any Mediation Parties who enter into a confidentiality
agreement as contemplated by parapraph 7 of this order shall comply with the terms of such

confidentiality agreement.

9. THIS COURT ORDERS that the Applicant, iis subsidiaries and affiliates, and their
directors, officers, employees, agenis and advisors, shall incur no liability in connection with
causing, effecting or acquiescing in the establishment of the Data Room or disclosure in regpect
of such materials and the information contained therein in accordance with this Order. The
materials in the Data Room shall be made available without any representation as to the truth of
their contents or their completencss, and persans relying on those materials shall do so at their
own risk. The disclosure of such materials and the information contained therein in accordance
with this Order is not and shall not be public disclosure in any respect. Nothing in this paragraph
affects uny rights or causes of action that any person may have in relation to the prior disclosure
of any of the contents of the Data Room, insafar as such rghts or causes of action are

independent from and not related to the provision of materials and information in accordance
with this Order.

245



MEDIATION SCHEDULE
i0. THIS COQURT QORDER THAT, the schedule for the Mediation shall be as follows:

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

{b)  nadditional Mediation dates shall only be added, and any adjournmenis of any
mediation dates shall only be accepted, with the prior written consent of ali
Mediation Parties;

(3] the Mediation shall be conducted at a [ocation to be determined by the Mediator
(as defined below); and

{d) the Applicany, the Plaintiffs and (he Third Party Defendants shall deliver their
respective written position statements to each other and to the other Mediation
Parties on or before August 27, 2012,

APPOINTMENT OF THE MEDIATOR

11, THIS COURT ORDERS that the Honourable Justice Newbould shall be appointed
mediator (the “Mediatar™).

12, THIS COURT ORDERS that, prior to the commencement of the Mediation, the Mediator
shall have the nght to cormmunicate with this Court and the Monitor from time to time as deemed

necessary or advisable by the Mediator in their sole discretion.
TERMINATION OF THE MEDIATION

13.  THIS COURT ORDERS that the Mediation pracess shall be terminated under any of Lhe

foliowing circumstances:
(a) by declaration by the Mediator that a setifement has been reached;

{b) by declaration by the Mediator that further efforts at mediation are no longer

congidered wosthwhife:

w2
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(¢) for any other reason delermined by the Mediator;
(d)  mutual agreement by the Mediation Parties; or
{e) further Order of this Court,

provided that, the Mediation shall in any event terminate on September 10, 2012, unless

extended with the prior written consent of all Mediation Parties.
NO IMPACT ON OTHER PROCEEDINGS

14.  THIS COURT ORDERS that all offers, promises, conduct statements, whether written or
oral, made in the course of the Mediation are inadmissible in any arbitration or courl proceeding.
No person shall subpoena or require the Mediator to testify, produce records, notes or work
product in any other existing ar future proceedings, and no video or audio recording will be
made of the Mediation. Evidence that is otherwise admissible or discoverable shall not be
rendered inadmissible or non-discoverable as a result of its use in the Mediation. In the event
that the Mediation Parties (or any group of them) do reach a seitlement, the 1ermms of that
settlement will be admissible in any court or other proceeding required 1o enforce it, unless the
Mediation Parties agree otherwise. [nformation disclosed to the Mediator by any Mediation
Party at a pnivate caucus during the Mediation shall remain confidential unless such Mediation

Party autharizes disclosure,

15.  THIS COURT ORDERS that nothing in this Order nor the participation of any party in
the Mediation shail provide such party with riphts within these proceedings than such party may

olherwise have,

16.  THIS COURT ORDERS that, subject to any applicable stay of proccedings, nothing in
this Order shall prevent the Applicanl, the Monitor or any other party of standing [rom otherwise
pursuing the resolution of claims under the Claims Procedure Order granted by this Court on
May 14, 2012, or any other mattcr in these CCAA proceedings, including without limitation, the

filing and advancement of the Meetings Order and a Plan.



CONFIDENTIALITY

17. THIS COURT ORDERS that any mediation briefs or other documents filed by the
Mecdiation Parties shall be used only in the context of the Mediation and for no other purpose and
shall be kept confidential by all such parties irrespective of whether such Mediation Parties sign

a confidentiality agreement.

18.  THIS COURT QRDERS that any medialion briefs or other documents filed by the
Mediation Parties that contain information obtained from the Data Room may not be shared with
or otherwise disclosed to any person or entity that has not signed s confideniiality agreement,

ather than the Applicant, the incumbent directors of the Applicant , the Monitor and Mediator.
MISCELLANEOUS

15.  THIS COURT ORDERS that the terms of this Order may anly be varied by further Order
of this Court, which may be sought on an ex parte basis on consent of the Mediation Parties,

TOR_LAWA 7922234\9
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. ) FRIDAY, THE 27"
)
JUSTICE MORAWETZ ) DAY OF JULY, 2012

1IE MATTER OF THE COMPANIES’ CREDITORS
\S(MENTACT, R.S.C. 1985, ¢.C-36, AS AMENDED
)

NGEMENT OF SINO-FOREST CORPORATION

ORDER

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 courthcuse at 330 University Avenue, Toronto, Ontario,

ON READING the Motion Record of the Applicant, the Responding Motion
Record of Ernét & Young LLP, the Book of Previously Filed Materials and Court Orders,
and the Responding Motion Record of BDO 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, Emnst & Young, BDO, 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 claims against SFC resulting from the

ownership, purchase or sale of an equity interest in SFC, including, without
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|imitation, the claims by or on behalf of current or former shareholders
asserted in the proceedings listed in Schedule "A", (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.

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 Claims") are “equity claims" under the CCAA,
being claims for contribution or indemnity in respect of claims that are equity
claims.

THIS COURT ORDERS that nothing in paragraph 3 determines whether this
Order extends to the aspect of any Related Indemnity Claims that
cotresponds to defence costs in connection with the defence of any
Shareholder Claims.

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.
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Schedule “A”

. 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-11-
431153-00CP)

. Guining Liu v. Sino-Forest Corporation et al. (Quebec Superior Court, Court File No:
200-06-000132-111)

. Allan Haigh v. Sino-Forest Corporation et al. (Saskatchewan Court of Queen's Bench,
Court File No, 2288 of 2011)

. 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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AND FURTHER TO the endorsement of this Honourable Court made August 31, 20)2

(the “Endorsement”):
SERVICE

1. THIS COURT ORDERS that the time for service of (he 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 relumable today and service upon any interested party other

than those parties served is hereby dispensed with.
MONITOR’S ROLE

2. THIS COURT ORDERS thal the Monitor, in addition 1o its prescribed rights and
obligations under (i) the CCAA, (ii) the Initial Order, (iii) the Order of this Court dated April 20,
2012 expanding the powers of the Monitor and (iv} the Claims Procedure Order, is hereby
directed and empowered 10 take such other actions and fulfill such other roles as are authorized

by this Meeting Order.

3. THIS COURT ORDERS that: (i) in carrying oul the terms of this Meeting Order, the
Monitor shall have alt the protections given to it by the CCAA, the Initial Order, the Order of
this Court dated Aprt]l 20, 2012 expanding the powers of the Monitor, or as an officer of the
Court, including the stay of proceedings in its favour; (it} the Monitor shall incur no liability or
obligation as a result of carrying out the provisions of this Meeting Order, save and except for
any gross negligence or wilful misconduct on its part; (iif) 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 c¢laims 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 Materials, the identification of the applicable Ordinary Affected Creditors and

Noteholders, and the solicitation of proxies from Persons entitled to vote af the Meeting.



DEFINITIONS

5. THIS COURT ORDERS that any capitalized terms used herein but not otherwise defined

herein have the meanings ascribed thereto in the Plan.

5. THIS COURT ORDERS that for the purposes of this 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)

(b)

(c)

(d)

(®

(6)

(8)

“Affected Creditor” means 2 Person wilh an Affected Creditor Claim, but only

with respect to and 1o the extent of such Affected Creditor Claim;

“Affected Creditor Claim” means any Ordinary Affected Creditor Claim or
Noteholder Claim:

“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 voling discretion over the Notes owned by such beneficial owners),
regardless of whether such beneficial owner is a Registered Noteholder or an

Unregistered Noteholder;
“DTC” means The Depository Trust Company, or any successor thereof;

“Equity Claim” means a Claim that meets the definition of “equity claim® in
section 2(1) of the CCAA and, for greater certainly, includes any claim that has

been determined to be an Equity Claim by the Court in these proceedings;

“Equity Claimant” means any Person having an Equity Claim, but only with

respect to and to the extent of such Equity Claim;

“Equity Claims Order” mcans the Order of this Court dated July 27, 2012, in
respect of Shareholder Claims and Related Indemnity Claims against SFC, as

such terms are defined therein;



(h)

@

(k)

{h

(m)

(n)

{0)

(p)

-4

“Information Circular” means the informalion circular in respect of the Plan and
the Meeting substantially in the form filed by the Applicant prior to the date

hereof, as the same may be amended, supplemented or restated from time to time;

“Instructions to Ordinary Affected Creditors” means the instructions

substantially in the form attached as Schedule “C* hereto;

“Instructions to Participant Holders” means the instructions substantially in the

form attached as Schedule “B* hereio;

“Instructions to Registered Noteholders” means the instructions substantially in

the form attached as Schedule “D™ hereto;

“Instructions to Unregistered Noteholders” means the instructions substantially

in the form attached as Schedule “E” hereto;

“Mailing Date” means the dafe 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 this
Meeting Order (unless extended with the consent of the Applicant and counsel to

the 1nitial Consenting Noteholders);

“Meeting” means Lhe meeling of Affected Creditors, and any extension or
adjourniment thereof, that is called and conducted in accordance with this Meeting

Order for the purpose of considering and voting on the Plan;

“Meeting Datc” means the date and (ime for the Meeting to be selected by the
Monitor {(in consuliation 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 ihe consent of the Applicant and counsel to the Initial

Consenting Noteholders);

“Meeting Materials” means (he Noteholder Meeting Materials and the Ordinary

Affecled Credilor Meeting Materials;



{r

(s)

)

(u)

(V)

(W)

-5

“Meceting Order” means 1his Order, as it may be amended by any further Order
of the Coun;

“Noteholder Claim” means any Claim by a Beneficial Noteholder (or a Trustee
or other representative on such Beneficial Noteholder’s behalf) in respect of or in
relation to Notes, including all principal, Accrued Interest and any amounts

payable pursuant to the Notes or the Note Indentures;

“Noteholder” means, as at the Voting Record Date, any Repisiered Noteholder,
Unregistered Noteholder, Participant Holder or Beneficial Noteholder, as the
context requires, in such capacity;

“Noteholder Meeting Materials™ means copies of;

(1) the Nolice o Affected Credilors;

(11) the Plan;

(i)  the Information Circular;

(iv)  {he Meeting Order and Endorserment;

(v) a blank form of the Noteholders’ Proxy;

(v()  the Instructions to Registered Noteholders; and

(vii)  the Instructions 1o Unregistered Noteholders;

“Notcholders' Proxy™ mcans a proxy substantially in the form of Schedule “F™,

to be submitted to the Monitor by any Beneficial Noteholder that wishes to vote

by proxy at the Meeting;

“Notes” means, collectively, the 2013 Notes, 1he 2014 Notes, the 2016 Notes and
the 2017 Notes;

“Notice to Affeeted Creditors” means the nolice to Affecled Creditors

substantially in the form atlached as Schedule “A’ hereto;



{x)

{y)

(2)

(aa)

(bb)

(ce)

(dd)

-6-

“Ordinary Affected Creditor” means a Person with an Ordinary Affected

Creditor Claim;

“Ordinary Affeeted Creditor Claim™ means a Claim that js not: an Unaffected
Claim; a Noteholder Claim; an Equity Claim; a Subsidiary Intercompany Claim; a
Noteholder Class Action Claim; or a Class Action Indemmnity Ciaim (other than a
Class Action Indemnity Claim by any of the Third Parly Defendants in respect of
the Indemnified Noicholder Class Aclion Claims);

“Ordinary Affected Creditor Meeting Materinls™ means copies of:

(D the Notice to Affected Creditors;

(i)  the Plan;

{ii()  the Information Circular;

{iv)  the Meeting Order and Endorsement;

{v) a blank form of the Ordinary Affected Creditors’ Proxy; and

(vi}  the Instructions to Ordinary Affected Credilors;

“Ordinary Affected Creditors’ Proxy” means a proxy substantially in the form

attached as Schedule “G” herelo, to be submitted lo the Monitor by any Ordinary

Aftected Creditor who wishes (o vote by proxy at the Meeting;

“Participant Holder” ineans 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;

“Participant Holders Lists” ineans the lists of DTC participant holders of Notes
as at the Voting Record Date to be provided to the Monitor by DTC or any similar
depository or trust company with respect to each series of Notes in accordance

with paragraph 23 of this Meeling Order;

“Plan” means the plan of compromise and reorganization proposed by the

Applicant as described in the Martin Affidavit and attached as Exhibit “B” to the

2

(@3]



{ee)

(6

(gg)

(hh)

(1)

iy

(kk)

-7

affidavit of Elizabeth Fimio, as such plan of compromise and reorganization may

be amended from time to {ime in accordance with its terms;

“Plan Supplement” means the supplement(s} to the Plan, which shall contain
drafi copies of the Liligation 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;

“Proof of Claim™ means the “Proof of Claim” referred Lo in the Claims Procedure

Order, substantially in the form atlached to the Claims Procedure Order;

“Registered Noteholder” means a Noteholder who is the legal owner or holder
of one or more Noles and whose name appears on any Registered Noteholder

List;

“Registered Noteholder List” ineans 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 Meeling Order;

“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 Meeling;

“Sanction Hearing Date” means the dale 1o be selected by the Monitor for the
Sanction Hearing (in consultation with the Applicant and counsel to the Initial
Consenting Noteholders), which date shall be within seven (7) days of the
Meeting Date (or such other date on or after the Meeting Date as may be set by

the Monitor or the Court);

“Shareholder Claims” has the meaning ascribed thereto in the endorsement of

this Court dated July 27, 2012 in these proceedings;
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“Unregistered Noteholder” means a Noteholder whose name does not appear on

any Registered Noteholder List;

“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 al any applicable time, has not been (i)

determined to be a Voling Claim or (ii) finally disallowed;

“Voting Claim” means an Affected Crediter 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 (or purposes of the Plan), in each
case in accordance with the provisions of the Claims Procedure Order or any

other Order, as applicable;
“Voting Record Date"” means the date of this Meeting Order; and

“Website” means the website maintained by the Monitor in respect of the CCAA
proceedings pursuant to the Initial Order at the following web address:

htip://efcanada.fticonsuiting.com/sfe/.

THIS COURT ORDERS that all references to time herein shali mean local time in

Toronto, Ontario, Canada, and any reference to an event occurring on a Business Day shall mean

prior to 5:00 P.M. on such Business Day unless otherwise indicated herein.

8.

9.

THIS COURT ORDERS that all references to the word “including” shall mean

“including without limitation”.

THIS COURT ORDERS that, unlcss the context otherwise requires, words importing the

singular shall include the plural and vice versa, and words imporling any gender shall include all

genders.

3
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THE PLAN

10.  THIS COURT ORDERS that the Plan is hereby accepted for filing, and the Applicani js
hereby authorized and directed to call and hold a meeting of Affecied Creditors to vote on lhe

Plan in the manner set forth herein.

I1.  THIS COURT ORDERS that the Applicant may, al any lime and from time to time prior
to or at the Meeting, amend, restate, modjfy 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 amendments, restatements, modifications and/ot supplements to Affected Creditors
present at the Meeling prior to any vole being taken al the Meeting; (ii) the Applicant shail
forthwith provide notice lo the service list of any such amendments, restatements, modifications
and/or supplements and shall file a copy thereof with this Court forthwith and in any event prior
o 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 Websile, 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 the
Meeting, amend, restate, modify and/or supplement the Plan Supplement, subject to the terms 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 al the Meeting pnor {o any vote being taken at the Meeting; (ii) the Applicant shall
forthwith provide notice to the service list of any such amendments, restalements, modifications
and/or supplements and shall file a copy thereof with this Court forthwith and in any event prior
to the Sanclion Hearing; and (iii) the Monitor shall post an electronic copy of any such
amendments, restatements, modifications and/or supplemenis on the Website forthwith and in

any event prior (o the Sanction Hearing.

L ]
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FORMS OF DOCUMENTS

13.  THIS COURT ORDERS that the forms of Information Circular, Notice 1o Affected
Creditors, Ordinary Affected Creditors’ Proxy, Noteholders’ Proxy, Instructions to Ordinary
Affected Creditors, Instructions to Registered Noteholders, Instructions to Unregistered
Noteholders and Instructions to Particjpant Holders are hereby approved. The Applicant, with
the consent of the Monilor, may (x) make any changes lo such materials as are necessary or
desirable to conform the content thereof 1o the terms of the Plan or this Meeting Order, and (y) at
any time and from time to time prior 10 or at the Meeting, amend, restate, modify and/or
supplement any of such materials, subject to the terms 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 vole
being taken at the Meeting; (ii) the Applicant shall forthwith provide notice to the service list of
any such amendments, vestatements, modifications and/or supplements 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 elecironic copy of any such amendments, restatements, modifications

and/or supplements on the Website forthwith and in any event prior to the Sanction Hearing.
VOTING BY CREDITORS

14. THIS COURT ORDERS that, the Affected Creditors shall constitute a single class, the

“Affected Creditors Class”, for the purposes of considering and voting on the Plan.
15, [Intentionally deleted]

16. [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 10 Affected
Creditors, the Plan and the Information Circular {in the form provided by the Applicani as at the
date of this Meeting Order) on the Website.

)
LN
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18 THIS COURT ORDERS that the Monitor shall, on the Mailing Date, deliver the
Ovdinary Affected 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
oul in such Ordinary Affected Creditor's Proof of Claim (or in any other written notice thal has
been received by the Monitor in advance of such date regarding a change of address for an

Ordinary Affected Creditor).
NOTICE TO NOTEHOLDERS

15, THIS COURT ORDERS that, no later 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 Cireular (in the form provided by the Applicant as at the date 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 Monilor a
Registered Noteholder Lijst for each series of Notes in respect of which such Trustee acts as
trustee, each of which Regisiered Noteholder Lists shall list the Registered Noieholders of the
applicable series of Notes as at the Voling Record Date and their respective addresses, telephone

numbers, fax numbers and emai! addresses, to the exteni 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 Applicant and the Monitor a Participant Holders
List in respect of the Notes; and (ii) as soon as praclicable following the date of this Meeling
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 behal{ of one

2
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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. [n each case the Participant Holder List so provided shall list the
Participant Holders as at the Voling Recard 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 Noteholder Meeting Materials such Participant Holder requires in order to provide
one copy of the Noteholder Meeting Malerials to each of its customers or principals who are
Unregisiered Noteholders as at the Voting Record Date, and each Participant Holder shall
provide the Monitor with a response as (o the number of copies of the Noleholder 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 (i1} the date upon
which the Monitor receives 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 Noieholder
Meeting Materials required by such Participant Holder for distribution to the Unregistered

Noteholders that are its custowmners or principals.

26.  THIS COURT ORDERS that, within five (3) Business Days of any Participant Holder's
receipt of the Noteholder Mceting 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 to the Monitor with respect to the Notes owned by or held for the

benefit of such Unregisiered Noteholder.

2
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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 malterials fo Unregistered Noteholders and for the gathering
of information and proxies or voting instructions 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
Pariicipant 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 posling requirements sel out in this Meeting Order shall constilute 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) al the Meeling,
and that no other form of notice, service or delivery need be given or made on such Persons and

no other document or maiterial need be served on such Persons.
CONDUCT OF MEETING AND DELIVERY OF PROXIES

29.  THIS COURT ORDERS that the Applicant js hereby authotized and directed to call the
Meeting and to hold and conduct the Meeting on the Meeting Date at the offices of Bennelt
Jones LLP, 3400 One First Canadian Place, Toronto, Ontario, for the purpose of seeking
approval of the Plan by the Affected Credilors with Voting Claims at the Meeting in the manner
set forth herein. In the event that the Meeting Date is extended afler the Mailing Date, the
Monitor shat) post notice of the extension of the Meeting Date on the Website and provide notice

of the extension of the Meeting Date to the service list,

30.  THIS COURT ORDERS that Greg Watson or another representative of the Monitor,
designated by the Monitor, shall preside as the chair of the Meeting {the “Chair™) and, subject to

?

A
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this Meeting Order or any further Order of the Count, 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 (abulation of the attendance 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, THIS COURT ORDERS that the quorum required at the Meeting shall be one Affected

Creditor with a Voling 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 Meeling is postponed by the vole 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 adjoumned by
the Chair to a later date, time and place as designated by the Chair. The Chair shall be entitled to
adjourn and further adjourn the Meeting al 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 1o the Initial Consenting Noieholders. In the event of any adjournment described in this
paragraph 33, no Person shall be required to deliver any notice of the adjournment of the
Meeting or adjourned Meeling, provided that the Monitor shall: {i} announce 1he adjournment at
the Meeting or adjourned Meeting, as applicable; (ii) post notice of the adjournment at the
originally designated time and Jocation of the Meeting or adjourned Meeting, as applicable; (iii)
forthwith post notice of the adjoumment on the Website; and (iv) provide notice of the
adjournment to the service list forthwith. Any Ordinary Affected Creditor Proxies and
Noteholder Proxies validly delivered in conneclion with the Meeting shall be accepted as proxies

in respect of any adjourned Meeling.

34, THIS COURT ORDERS that the only Persons entitied to attend and speak at the Meeting
are: (i) the Affected Creditors entitled to vote at the Meeling (or, il applicable, any Person
holding a valid Ordinary Creditors’ Proxy or Noteholders® Proxy on behalf of one or more such
Affected Credilors) and any such Affected Creditor’s or valid proxyholder’s legal counsel and
financial advisors; (ii) the Chair, the Scrutineers and the Secretary; (iii) one or more

representatives of the Monitor and the Monitor’s legal counsel; (iv) one or more representatives

Con,
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of the current 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 tepresentatives of the Initial Consenting Noteholders and the
Initial Consenting Noteholders’ legal counsel and financial advisors; and (vii) the Trustees and
their respective lepal counsel. Any other person may be admitted to the Meeting on invitation of

the Chair,

35.  THIS 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 1o do so.
ASSIGNMENT OF AFFECTED CLAIMS PRIOR TO THE MEETING

36.  THIS COURT ORDERS that, subject to any restrictions contained in Applicable Laws,
an Ordinary Affected Credilor may transfer or assign the whole of its Ordinary Affected Creditor
Claim prior to the Meeting {(or any adjournment thereof), provided that neither the Applicant nor
the Monitor shall be obliged to deal with any iransferee or assignee thereof as an Ordinary
Affected Creditor in respect of such Ordinary Affected Creditor Claim, including allowing such
(ransferee or assignee lo altend or vote at 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 § p.m. (Toronto time) on the date that is seven
(7) days prior 1o 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 Affected Creditor Claim as if no transter of the Ordinary Affected Creditor Claim
had occurred. If such receipt and acknowledgment by the Applicant and the Monitor have
occurred on or hefore 5 p.m. {Toronlo time) on the date that is seven (7) days prior 10 the date of
the Meeting (or any adjourmnment thereof): (i) the iransferor of the applicable Ordinary Affected
Creditor Claim shall no longer conslitute 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, [or all purposes in accordance with this Meeting Order, constitute

3 |
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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 submitied to the Monitor jn accordance
with this Meeting Order. For greater certainty, 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 Noles as at the Voting Record Date shall be entitled to vote at the
Meeting (whether in person or by proxy). Nothing in this Meeting Order restrics the Beneficial
Noteholders from transferring or assigning such Notes prior to or after the Voling Record Date,
provided that if such transfer or assigrnment occurs after the Voting Record Date, only the
original Beneficial Noteholder of such Notes as at the Voting Record Date (and not any
transferee) shall be treated as a Beneficial Noteholder for purposes of this Meeting Order and the

Meeting.
YOTING PROCEDURE

38. THIS COURT ORDERS that at the Meeting, the Chair shall direct a vole, by written

ballot, on a resolution to approve the Plan and any amendmenis thercto.

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 Noleholders with Voting Claims
that have beneficial ownership of one or more Notes as at the Voting Record Date (or any such
Beneficial Noteholder’s validly appointed holder of its Noteholders® Proxy); and (ii) Ordinary
Affected Creditors with Voting Claims as at the Voting Record Date (which, for preater
certainty, includes any transferee of an Ordinary Affected Creditor Claim that is a Voting Claim,
provided that sach fransferee 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).

269
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40, THIS COURT ORDERS that each Ordinary Affected Creditor with a Voting Claim shall
be entitled 10 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 (hat each Beneficial Noteholder with a Voting Claim shall be
entitled to one vole as a member of the Affected Creditors’ Class, which vote shall have a value
equal 10 the principal and Accrued Interest owing under the Notes owned by such Beneficial
Noteholder as at the Voting Record Dale, For greater certainty, with respect to voting by
Beneficial Noteholders, only the Beneficial Noteholders, and not Registered Noteholders or
Participant Holtders (unless any such Registered Noteholder or Participant Noteholder is itself a
Beneficial Noteholder), shall be entitled to vote on the 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 aggregale 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, without duplication; and (i) 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 Notes through more than one Registered Noteholder or Participant
Holder.

43.  THIS COURT ORDERS that, for purposes 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 thal has been duly submitted

to the Monitor in the manner set forth in this Mceiing Order.

44.  THIS COURT ORDERS that any Ordinary Affected Creditor or Benefictal Noteholder
that is entitled to vote al the Meeting and that wishes to vote at the Meeting in person must: (i)
duly complete and sign an Ordinary Creditors’ Proxy or a Noteholders® Proxy, as applicable; (it)

identify itself in the Ordinary Creditors’ Proxy or a Noteholders® Proxy, as applicable, as the
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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 Monilor so that it is received
on or before 5:00 p.m. on the third Business Day before the Meeling (or any adjournment
thereof), and such delivery must be made in accordance with the instruclions accompanying such

Ordinary Affected Creditors’ Proxy or Noteholders’ Proxy.

45. THIS COURT ORDERS that any Ordinary Affected Creditor or Beneficial Noteholder
that is entitled to vote at the Meeting and that wishes to appoint a nominee lo 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 lhe 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
(111) 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 adjournmeni thereof), and such delivery must be made in accordance with the

instructions accompanying such Ordinary Affected Creditors’ Proxy or Noteholders® Proxy.

46.  THIS COURT ORDERS that, in order to be effective, any Notehoiders' Proxy must
clearly stale the name and contain the signature of the applicable Participant Holder, the
applicable account number or numbers of Lhe account or accounts maintained by the applicable
Beneficial Noteholder with such Participant 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, 11s 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 ils 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, THIS COURT ORDERS that 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 1o accept far voting pumoses
any Ordinary Affected Creditors’ Proxy or Noteholders’ Proxy submitied to the Monitor in

accordance with the Meeting Order.

48.  THIS COURT ORDERS that if there is any dispute as to the principal amount or number
of Notes held by any Beneficial Noteholder, the Monilor will request the Participant Holder, if
any, who maintains book entry records or other records evidencing such Beneficial Noteholdet's
ownership of Notes, to confirm with the Monitor the information provided by such Beneficial
Noteholder. If 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 Hearing and, if necessary, the Monitor may make a request Lo the Court for

directions.
VOTING OF UNRESOLVED CLAITMS

49 THIS COURT ORDERS that notwithstanding anything 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 ai the Meeting in respect of such
Unresolved Claim. Any vote cast in respect of an Unresolved Claim shall be dealt with in
accordance with paragraph 50, unless and until (and ihen only to the extent that) such
Unresolved Claim is ullimately determined to be: (i) a Volting Claim, in which case such vote
shall have the dollar value attributable to such Voting Claim; or (i) disallowed, in which case

such vote shall not be counted for any puipose.

50 THIS 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 therelo at
the Sanction Hearing. If approval or non-approval of the Plan by Affected Creditors would be
altered by the votes cast in respect of Unresotved Claims: (i} such result shall be reported to the

Court as soon as reasonably practicable afler the Meeting; (ii) if a deferral of the Sanction

N2
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Hearing is deemed to be necessary or advisable by the Monitor (in consultation with the
Applicant and counsel 1o the Initial Consenting Noteholders), the Monitor shall request an
appropriaie deferral of the Sanction Hearing; and (iit) 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 the Affected Creditors Class in respect of any Class Action Indemmity
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 to the amount of the Indemnified Noteholder Class Action
Limit in the event that such Indemnified Noteholder Class Action Limit is in place at the lime of
voting. The Monitor shall keep a separate record of votes cast by the Third Party Defendants in
respect of such Class Action Indemnity Claims, and the Monitor shall report to the Couri 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 bave had 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 asceriain

the result of any vote on the Plan.

53. THIS COURT ORDERS that, pursuant to the Order of this Courl 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 tbe
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 Meeling,
PERSONS NOT ENTITLED TO VOTE

54. THIS COURT ORDERS that, for preater certainty, the fellowing Persons, in such
capacily, shall have no right to, and shall not, 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 a2 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 the Applicant

whose Claims do nol conslitute Affected Creditor Claims on the Voling Record Date.
CLAIMS OF THE ONTARIO SECURITIES COMMISSION

55.  THIS COURT ORDERS that the Oniario Securities Cominission {(the “OS8C™) shall (i)
advise the Applicant and the Monitor as to whether it 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
olher monetary penalty or claim (“OSC Monctary Claims™) on or prior to September 13, 2012,
which date shall serve in cffect 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

guantum of each such OSC Monetary Claim,

56.  THIS COURT ORDERS that, in the event that the Applicant and the Monitor are advised
of any OSC Monetary Claims pursuant to and irn accordance with paragraph 55, the Monitor
shall within three (3) Business Days of being so advised, deliver the Ordinary Affected Creditor
Meeting Materials by courier, personal delivery or email to the OSC {or to counsel for the OSC

as appears on the service list),
RESTRUCTURING CLAIMS

57.  THIS COURT ORDERS that the Monijtor 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 oul in any such Proof of Claim.

APPROVAL OF THE PLAN

58. THIS 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 vole 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.  THIS COURT ORDERS that the Monitor shall report to the Court the resuits of any
voles taken at the Meeting as soon as reasonably practicable after the Meeling (or any
adjournment thereof). If the Plan is approved by the Required Majonty, the Applicant may
apply to the Court at 10:00 A.M. on the Sanction Hearing Dale for the Sanction Order (the

¥Sanction Hearing”).

61.  THIS COURT ORDERS that service of this Meeting Order by the Monitor or the
Applicant 1o the parties on the service list shall constitute good and sufficient 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 party shall also serve 1he 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 10 oppose the Sanclion 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 (he materials to be used to oppose the Sanction Hearing at least

four (4) days before the date set for the Sanction Hearing.
MISCELLANEQUS

63.  THIS 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, for 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 o be converted to Canadian dollars using the Rewters closing rate on



-21-

thie Filing Date (as found at http://www.reuters.com/finance/currencies), without prejudice to a

ditferent exchange rale being proposed in the Plan.

65.  THIS COURT ORDERS that the Applicant or the Monitor may from time 1o time apply

{0 this Court for advice and directions in the discharge of thejr powers and duties hereunder.

iy
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SCHEDULE “A”
NOTICE TO AFFECTED CREDITORS OF SINO-FOREST CORPORATION

NOTICE IS HEREBY GIVEN 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”) pursuant to the
Companies' Credilors Arrangement Act, R.S.C, 1985, c. C-36, as amended (the “CCAA™).

A copy of the Plan is set out as a schedule to the information 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, with or
without variation, a resolution to approve the Plan (the full text of which resolution is set out as a
schedule to the Circular) and to transacl such other business as may properly come before the
Meeling (or any adjournment thereof). The Meetinp is being held pursuant to the Order of the
Court made on # (the “Meeting Order”) and the endarsement 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 Circutar. Capitalized terms used but not otherwise defmed in this notice have

the meaning ascribed to them in the Meeting Order.

The Plan must receive an affirmative vole 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 vole (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 “Sanection 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 soupht in an application before the Court at 10:00 a.m. on @,
2012 (or such other date alter the Meeting as may be set by the Court), 10 seek approval of the
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 ot the conditions to implementation of the Plan, all Persons
referred to in the Plan (including the Affected Creditors) will receive the treatment set out in the

Plan.
AMENDMENTS TO THE PLAN

The Applicant may, al any tiine and from Llime 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 ot the Chair shall communicate the details of any such amendment,
restalement and/or supplement to all Affected Creditors present at the Meeling prior to any vole
being taken at the Meeting; (ii) the Applicant shall provide notice to the service list of any such
amendment, restatement and/or supplement and shall file a copy thereof with this Courl
forthwith and in any eveni 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.
COMPLETION OF PROXIES

Any Affected Creditor who is entitled lo vote al the Meeling and that wishes (o vote at the
Meeting must complele, sign and retum the applicable form of proxy enclosed in the Circular in
the returmm envelope provided or by fax at the fax number below ot by email in PDF format at the
emal address below. In order to be effective, a proxy must be deposited with the Monitor, at the
address, fax or email below, at any time prior 1o 5:00 p.m. on the third Business Day hefore the

Meeting (or any adjournmment thereot).

The Monitor’s contact information for the purpose of filing forms of proxy and for obtaining any

additional information or materials related to the Meeting is:

FTT Consuliing Canada Inc.

TD Waterhouse Tower

79 Wellington Street West, Suitc 2010
P.O. Box 104

Toronto, Ontario MSK 1G8

Adttention: Jodi Porepa
Email: sfe@fticonsulting.com
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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 refating to this process on the following website

htip://ctcanada.fticonsulting.com/sfc/,

Dated at Toronto, Ontario this ® day of @, 2012,



SCHEDULE “B”

INSTRUCTIONS TO PARTICIPANT HOLDERS

URGENT ~ IMMEDIATE ACTION REQUIRED

® 2012

TO:

Re:

PARTICIPANT HOLDERS OF SINO-FOREST CORPORATION’S:

(i) US$345,000,000 5.00% CONVERTIBLE SENIOR NOTES DUE 2013 (Rule
144 A CUSIP No. 82934 HAB7/Regulation S CUSIP No. C83912ABS);

(i1) US$399,517,000 10.25% GUARANTEED SENIOR NOTES DUE 2014 (Rule
144A CUSIP No. 82934HAC5/Regulation S CUSIP No. C83%12AC6);

(iii)  US5$460,000,000 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule
144A CUSIP No. 82934HAD3/Regulation S CUSIP No. C83912AD4); and

(iv)  US8$600,000,000 6.25% GUARANTEED SENIOR NOTES DUE 2017 Rule
144 A CUSIP No. 82934HAF8/Regulation S CUSIP No. C83912AF9),

(collectively, the “Motes™)

Meeting of Affected Creditors of Sino-Forest Corporation to vote on the Plan of
Compromise and Reorganization pursuant to the Companies’ Creditors

Arrangement Act (the “Plan”)

According Lo the records of The Depository Trust Company (“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 "Meeting Order”) to

complete and sign the applicable part of an enclosed Noteholders' Proxy (the box on page 2) for

each Unregistered Noteholder for whom you act as Participant Holder and to mai) it directly to
each such applicable Unregistered Nolcholder within five (5) Busincss Days.
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We enclose Noteholder Meeting Materials to be forwarded by you or your agent (together with
an appropralely completed and signed Noteholders® Proxy) to each 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 CLAIMS HAS BEEN FILED BY THE
NOTE INDENTURE TRUSTEES. THEREFORE YOU DO NOT HAVE TO PROVIDE A
PROOF OF CLAIM.

The Noteholders’ 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, FTI Consulting Canada Inc., in the enclosed envelope or by facsimile

iransmission or email.

PLEASE INSTRUCT UNREGISTERED NOTEHOLDERS TO DELIVER THEIR
PROXIES DIRECTLY TO_FTI CONSULTING CANADA INC. IN ACCORDANCE
WITH THE INSTRUCTIONS TO UNREGISTERED NOTEHOLDERS. PROXIES
MUST BE RECEIVED BY FTI CONSULTING CANADA INC. PRIOR TO THE
DEADLINE OF 5:00 P.M. ON THE THIRD BUSINESS DAY BEFORE THE MEETING
(OR ANY ADJOURNMENT THEREOF).

Before sending the Noteholders’ Proxy and the other materials to an Unregisiered Noteholder,

please:

i. tnsert in the Noteholders’ Proxy in the appropriate spaces (in the box on page 2)
the name of the applicable Unregistered Noteholder, your organization’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 Participani Holder where indicated.
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We request thal you provide any assistance that an Unregistered Noteholder may require in
completing i1s Noteholders’ Proxy. You are required by the Meeting Order to complete and
forward such Noteholders’® Proxies and the other maierials to the applicable Unregistered

Noteholders as specified in these instructions.

If you have a standard practice for distribution of meeling ratertals to Unregistered Noteholders
and for the pathering of information and proxies or voting instructions from Unregistered

Noleholders 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

TD Waterhouse Tower

79 Wellington Street West, Suite 2010

P.O. Box 104

Toronto, Ontario M5K 1G8

Altention: Jodi Porepa
Email: sfe@fticonsulting.com
Fax: (416) 649-8101

You can also view copies of documents relating to this process on the following website

hitp://cfcanada. fliconsulting.com/slc/.
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SCHEDULEL “C"

INSTRUCTIONS TO ORDINARY AFFECTED CREDITORS

URGENT - IMMEDIATE ACTION REQUIRED

® 2012

TO:

Re;

ORDINARY AFFECTED CREDITORS OF SINO-FOREST CORPORATION

Meeting of Affccted Creditors of Sino-Forest Corporation to vote on the Plan of
Compromise and Reorganization puorsuant to the Companies’ Creditors

Arrangement Act (the “Plan”)

We enclose tn this package the following documents for your review and consideration:

L.

Notice to Affecled Creditlors;
the Plan proposed in respect of Sino-Forest Corporation;
an [nformation Circular in respect of Sino-Forest Corporation and the Plan;

copy of the Meeting Order of the Onlario Superior Court of Justice dated @ (the
“Meceting Order™);

copy of the endorsement of the Oniario Superior Court of Justice made on August 31,

2012 (the “Lndorsement”); and

blank form of Ordinary Affected Creditors’ Proxy, completion instructions and a retum

envelope.,

The purpose of these materials is to enable you to consider the Plan and vote to accept or reject

the resolution to approve the Plan at the Meeting of Affected Creditors of Sino-Forest

Corporalion 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) al the offices of Bennett Jones LLP, 3400 One First

Canadian Place, Toronto, Onlario (the “Meeting™).



PROXIES

Ordinary Affected Creditors who wish to vote al the Meeting must complete the enclosed
Ordinary Affected Creditors’ Proxy and provide it 1o the Monitor, using the enclosed envelope,
or by sending it to the Monilor by facsimile transmission at the fax number noted below or by
email (in PDF formal) 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
1o 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 enciosed 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 West, Suite 2010

P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodi Porepa
Email: sfe@ficonsulting.com
Fax: (416) 649-8101

You can also view copies of documents relating 1o this process on the following website

http://cfeanada.fliconsulting.comv/sfc/,
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SCHEDULE “D”

INSTRUCTIONS TO REGISTERED NOTEHOLDERS

URGENT — IMMEDIATE ACTION REQUIRED
® 2012
TO: REGISTERED HOLDERS OF SINO-FOREST CORPORATION’S:

(1) US$345,000,000 5.00% CONVERTIBLE SENIOR NOTES DUE 2013 (Rule
144A CUSIP No. 82934HAB7/Regulation S CUSIP No. C83912ABS8);

) US$399,517,000 10.25% GUARANTEED SENIOR NOTES DUE 2014 (Rule
144 A CUSIP Ne. 82934HACS/Regulation S CUSIP No. C83912AC6);

(iti)  US$460,000,000 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule
144A CUSIP No. 82934 HAD3/Regulation 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),

{collectively, the “Notes™)

Re: Meeting of Affected Creditors of Sino-Forest Corporation to vote on the Plan of
Compromise and Recorganization pursuant to the Companies’ Creditors

Arrangement Act (the “Plan’")

We enclose in this package the following documents for your review and consideration:
l. Notice to Affected Creditors;
2. the Plan proposed in respect of Sino-Forest Corporation;

3, an Information Circular with respect to Sino-Forest Corporation and the Plan;
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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 August
31, 2012 (the “Endorsement’); and

6. blank form of Noteholders® Proxy, completion instructions and retumn envelope.

The purpose of these materials is to provide you with the documents required for dissemination
to Beneficial Noteholders to enable Beneficial Noleholders to consider the Plan and to cast their
vote (0 accept or reject the resolution to approve the Plan at the mceting 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”).

1IF_YOU HOLD NOTES FOR ANOTHER PERSON PROXIES ARE TO BE FILED
ONLY BY 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 CONSULTING CANADA INC. (THE
“MONITOR"”) AT THE ADDRESS BELOW TO SO ADVISE IT. THE MONITOR 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 YOQU DO NOT HAVE TO PROVIDE A
PROOF OF CLAIM.

IF YOU ARE A BENEFICIAL NOTEHOLDER

[f you are a Beneficial Noteholder (i.e., you own Noles beneficially yoursell and do not held

such Notes for the benefit of another persen) and you wish to vole at the Meeting, you mus!
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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 lime) an the third Business Day before the Meeting or
any adjournment thereof. Beneficial Noteholder must provide the Noteholders' Proxy to the

Monttor 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 {he following address:

FTI Consulting Canada Inc., the Court-appointed
Monitor of Sino-Forest Corporation

TD Walerhouse Tower

79 Wellington Street West, Suite 2010

P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodt Porepa
Email: sfe@fticonsulting.com
Fax: (416) 649-8101

You can also view copies of documents relating (o this process on the following website

http://cfeanada. fliconsulting.com/sfe/.



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 DUE 2013 (Rule
144A CUSIP No. 82934HAB7/Regulation S CUSIP No. C83912AR8);

() US5399,517,000 10.25% GUARANTEED SENIOR NOTES DUE 2014 (Rule
144A CUSIP No. 82934HA C5/Regulation S CUSIP No. C83912AC6);

(i)  US$460,000,000 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule
144A CUSIP No. 82934HAD3/Regulation S CUSIP No. C83912AD4); and

()  US$600,000,000 6.25% GUARANTLEED SENIOR NOTES DUE 2017 Rule
144A CUSIP No. 82934HAF8/Regulation S CUSIP No. C83912AF9),

{(collectively, the “Notes™)

Re:  Meeling of Affected Creditors of Sino-Forest Corporation to vote on the Plan of
Compromise and Reorganization pursuant to the Companies’ Creditors

Arrangement Act (the “Plan”)

You are considered an Unregistered Noteholder 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. If your Notes are held by a Participant Holder,

these instructions apply to you.
We enclose in this package the following documenls for your review and consideration:

1. Notice to Affected Creditors;
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2. the Plan proposed in respect of Sino-Forest Corporation;
3. an Information Circular with respect to Sino-Forest and the Plan;
4, copy of the Meeting Order of the Ontario Superior Court of Justice dated ® (the
“Meeting Order”), 2012;
5. copy of the endorsement of the Ontario Superior Court of Justice made on August

31, 2012 (the “Endorsement™); and
6. blank form of Noteholders’ Proxy, completion instructions and return envelope.

The pumpose of these materials is to provide you with the documents required to enable you io
consider the Plan and to cast your vote to accept or reject the resolution to approve the Plan al
the meeting of the Affected Creditors lo 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, Ontaro (the “Meeting™).
CLAIM

THE TOTAL AMOUNT OF ALL THE NOTEHOLDER CLAIMS HAS BEEN FILED BY
THE NOTE INDENTURE TRUSTEES. THEREFORE, YOU DO NOT HAVE TO PROVIDE

A PROOF OF CILAIM. HOWEVER IF YOU 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 5:00 P.M. (TORONTO TIME) ON THE THIRD BUSINESS DAY
BEFORE THE MEETING 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 Lo be completed and sighed. You must complete

your portion of the enclosed Noteholders’ Proxy (including paragraph 1 of the proxy) and
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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 format) at 1he email address below, so that 1t is received by the Monitor no later than 5:00
p.m. {Toronto time) o the third Business Day belore the Meeling or any adjoumnment thereof.
You must provide the completed proxy to the Monitor by this deadline if you wish to cast your

vote at the Meeting of Affected Creditors.

YOU SHOULD NOT SEND THE PROXY TO YOUR PARTICIPANT HOLDER. YOUR
PROXY SHOULD BE SENT DIRECTLY TO FTI CONSULTING CANADA INC. IN THE
ENVELOPE PROVIDED OR BY FACSIMILE OR EMAIL.

If you have any questions reparding your obligations 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

TD Waterhouse Tower

79 Wellington Street West, Suite 2010

P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodi Porepa
Email: sfe@fticonsulting.com
Fax: (416) 649-8101

You can also view copies of documents relating to this process on the following website

hutp://cfecanada. ficonsulting.com/sfc/.



SCHEDULEL “F”
NOTEHOLDERS’ PROXY

For Use by Beneficial Owners of Sino-Forest Corporation’s Nates

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 of Compromise and Reorganization (the “Plan’)
under the Companies’ Creditors Arrangement Act (Canada) in respecl of
Sino-Forest Corporation (“Sino-Farest™)
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 fones LLP, 3400 One First Canadian Place

Toronlo, Ontario
and at any adjournment thereof.

Before completing this Proxy, please read carefully the instructions accompanying this Proxy for

inforination 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 TO THE BENEFICIAL OWNER OF NOTES

Name of Unregisiered Noteholder

{Client or Principal for whom Notes are held):

Name of Panticipant Holder for this Unregistered

Noteholder's Notes:

Account Number:

Principal Amount of Notes

Held for this Unregistered Noteholder by series:

Participant Holder Signature:

{Print Name of Contact at Participant Holder)

Phone Number of Participant Holder: By:

(Signature of authorized signing officer of

Participant Holder)

Email Address of Participant Holder:

292



-3

REMAINDER OF PROXY TO BE COMPLETED BY BENEFICIAL 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 Credilors 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
Q VOTE AGAINST approval of the Plan;
- and-

B. vole 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 Plen and to any other matters that may come before the
Meeting of the Affected Creditors of Sino-TForest 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 ail Notes held on behalf of the

Unregistered Noteholder by each Participant Holder.
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NAME AND PHONE # OF
PARTICIPANT HOLDER

(Please list all Participants Holders

through which you hold Notes)

ACCOUNT
NUMBER

PRINCIPAL
AMOUNT OF NOTES
AND SERIES

(Please identify the

series of Notes)

(If additional space is required, please attach a scparate page)
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The Unregistered Noteholder hereby authoritzes FTI Consulting Canada Inec. to contact any
Participant Holder named 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,

(Print Name of Unregistered Noteholder)

{Signature of Unregistered WNoteholder or, if the
Unregistered Noteholder is a corporalion, signature of an
authorized signing officer of the corporation and such

officer’s litle)

Phone Number of Unregistered Noteholder




—
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INSTRUCTIONS FOR COMPLETION OF PROXY

Each Unregistered Noteholder has the right to appoint a person (who need not be
a Noieholder) to altend, act and vole for and on the Unregistered Notchelder's
behalf and such right may be exercised by inserting in the space in paragraph 1
the name of the person 1o be appointed. An individual Unregistered Noteholder
wishing to atiend 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 mame has been inserted in the space provided, the
Unregistered Noteholder will be deemed to have appointed Robert J.
Chadwick of Goodmans LLP (or his designee) as the Unregistered
Noteholder’s proxyholder.

If Robert J. Chadwick of Goodmans LLP (or his designec) is appointed or
deemcd to be appointed as proxyholder and the Unregistered Noteholder
fails to indicate on this Proxy a vote for or against the approval of the Plan,

this Proxy will be voted FOR approval of the Plan.

The Unregistered Noteholder should insert the principal amount of each series of
Notes owned by the Unregistered Noteholder, specifying in each case the
applicable Participant Holder and the series of Noles, in the space provided on

page 4.

If this Proxy is not dated in the space provided, it will be deemed to bear the date

on whach it is received by the Monitor,

This Proxy must be signed by the Benefictal Owner of the applicable Notes or by
his or her attorney duly authorized in writing or, if the Unregistered Noteholder is
a corporation, by a duly authorized officer or attomey of the corporation

specifying the title of such officer or attorney.

The Participant Holder must complete and sign the applicable portion of the
Proxy (io the box on page 2) PRIOR to sending the Proxy to the Beneficial

Owner,

296
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Valid proxies bearing or deemed to bear a later date will revoke this Proxy. If
more than one valid proxy for the same Unregistered Noteholder and bearing or
deemed to bear the same date are received with conflicting instructions, such

proxies will be treated as dispuled proxies and will nol be counted.

This Proxy musl 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
Corparation

TD Waterhouse Tower

79 Wellington Street West, Suite 2010
P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodi Porepa
Email: sfe@fticonsulting.com
Fax: (416) 649-8101

297
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SCHEDULE “G”
ORDINARY AFFECTED CREDITORS’ PROXY

For Usec by Ordinary Affected Creditors of Sino-Forest Corporation

MEETING OF AFFECTED CREDITORS OF SINO-FOREST CORPORATION

1o be held pursuani to an Order of the Ontario Superior Court of Justice (the “Mecting 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 dale as may be set and announced in accordance with the Meeling Order)
at:
Bennetl 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 respeciing the proper completion and refurn 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 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 THEREOT.
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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, |insert representative of the Monitor| (or his’her designee), as nominee of the
Ordinary Affected Creditor, wilth power of substitution, 10 attend on behalf of and act tor the
Ordinary Affected Creditor 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

Ordinary Affected Creditor's Claim as follows:
Al (mark one only)
U VOTE FOR approval of the Plan; or
O VOTE AGAINST approval of the Plan;
- and-

B. vote al the nominee’s discretion and otherwise act for and on behalf of the
undersigned Ordinary Affected Creditor with respect to any amendments
or variations 1o the Plan and to any other matters that may come before the
Meeting of the Affecied Credilors of Sino-Forest Corporation or any

adjoumment thereof.

If you do not indicate your vole 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 approva)l of the Plan.



Dated this

day of

=4

, 2012,

(Print Name of Ordinary Affected Creditor)

(Signature of Ordinary Affected Creditor or, if the Voting
Affected Creditor is a corporation, signature of an
authotized signing officer of the comporalion and such

officer’s name and title)

Phone Number of Ordinary Affected Creditor

00
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INSTRUCTIONS FOR COMPLETION OF PROXY

Each Ordinary Affected Creditor has the right to appoint a person {who need not
be a Ordinary Affected Creditor) 1o altend, act and vote for and on the Ordinary
Affected Creditor’s behall and such dght may be exercised by inserting 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 represcntative of Monitor] (or his/her designee) as the

Ordinary Affected Creditor's proxyholder,

If linsert representative of Monitor| (or his/her dcsignee) is appointed or
deemed to be appointed as proxyholder and the Ordinary Affected Creditor
fails to indicatc on this Proxy a vote for or against the approval of the Plan,

this Proxy will be voted FOR approval of the Plan.

If this Proxy is not dated in the space provided, it will he deemed to bear the date

on which it is received by the Monitor.

This Proxy must be signed by the Ordinary Affecled Creditor or by the Ordinary
Affected Creditor’s attorney duly authorized in writing or, if the Ordinary
Affected Creditor is a corporation, by a duly authorized officer or altorney of the

corporation specifying the title of such officer or attorney.

Valid proxies bearing or deemed to bear a later date will revoke this Proxy. [f
more than one valid proxy (or the same Ordinary Affected Creditor and bearing or
deemed 1o bear the same dale are received wilh conllicting instructions, such

proxics will be treated as disputed proxies and will not be counted.

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:
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FT] Consulting Canada Inc., the Court-appointed Monitor of Sino-Forest
Corporation

TD Waterhouse Tower

79 Wellington Sireet West, Suite 2010
P.O. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodi Porepa
Email: sfe@fliconsulting.com
Fax: (416) 649-8101

\G1603439

TOR_LAW\ 7988452\3
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CITATION: Sino-Forest Corporation (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.8.C. 1985, ¢. C-36, AS AMENDED

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

BEFORE: MORAWETZJ.
COUNSEL: Jennifer Stam, for the Manitor

HEARD: AUGUST 3], 2012

ENDORSEMENT

m The parlies 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 Meeting 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
form; (ii) whether the Plan complies with the CCAA; and (iii) whether any aspect or term of the
Plan 1s fair and reasonable, (b) the validily or quantum of any claims; and (c) the classification of
creditors for voting purposes.

[3]  Further, nothing in the Order should be interpreted as prevenling or restricting or
otherwise limiting the ability of any party to oppose a molion for sanction of the Plan.

[4] Monitor’s counsel to altend on Tuesday, September 4, 2012 with a form of Order for my

review‘
‘%7 -\-_._
P22
Sy

MORAWETZ J.

Date: August 31,2012
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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., TD 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 Banc of America Securities LLC

Kenneth Dekker, for the appellant BDO 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
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David Gadsden, for the respondent Péyry (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 Geoifrey 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:

I OVERVIEW

[1] In 2009, the Companies’ Creditors Arrangement Actf, 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.

! 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’ 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

! Credit Suisse Securities (Canada) Inc., TD Securities Inc., Dundee Securities Corporation (now known
as DWM Securities Inc.), RBC Dominion Securities Inc., Scotia Capital Inc., CIBC World Markets Inc.,
Merrili Lynch Canada !nc., 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 Banc of America Securities LLC.

a7
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underwriters in connection with an array of matters that could arise from their

participation in these offerings.

[7] The appellant BDO Limited ("BDO”) 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, 20086.

[8] The engagement agreements goveming BDO'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] BDO’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 BDO in respect of
any claims by the underwriters or any third party that arose as a result of the
further steps taken by BDO 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

208
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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.” 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,

? Noteholders holding in excess of $1.296 billion, or 72%, of Sino-Forest's approximately $1.8 billion in
noteholders’ debt have executed written suppont agreements in favour of the Sino-Forest CCAA plan as
of March 30, 2012. These include noteholders represented by the Ad Hoc Commilttee of Noteholders.
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Sino-Forest, certain of its officers, directors and employees, BDO, E&Y and the

underwriters. Sino-Forest is sued in all actions.®

[14] 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.

[15] 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.
[16] 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

® 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.
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things, appointed FT| 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 fo 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.5.0. 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
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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.

[24] 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.

i 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, 2008.

[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 (d); [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

Z

14
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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.S5.C. 1985, ¢. 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.]*

(c) The Appellants’ Submissions
(31] The appellants essentially advance three arguments.

[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

* The supervising judge cited the following cases as authority for these propositions: Blue Range
Resource Corp., Re, 2000 ABQB 4, 2569 A.R. 30; Steico Inc., Re (2008), 17 C.B.R. (5th} 78 {Ont. S.C.);
Central Capital Corp. (Re} {1996), 27 O.R. (3d) 484 (C.A.); Nelson Financial Group Ltd., Re, 2010 ONSC
6229, 71 C.B.R. (5bth) 153; EarthFirst Canada iInc., Re, 2009 ABQB 316, 56 C.B.R. (5th) 102.

(N
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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 Adminisiration 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. Lid., [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 Lid., 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 Lid.
v. Gandi Innovations Litd. 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 he 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:

[Tlhe 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 SCC 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] Itis 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 Nafional Bank of Greece (Canada) v.

Katsikonouris, [1990] 2 S.C.R. 1029, at p. 1041:

[Tlhese 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”.
(i)  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

21
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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.®

[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 SCC 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

® Securities Act, R.S.0. 1990, ¢. 8.5, s. 130(1), (8); Securities Act, R.S.A. 2000, ¢. 8-4, s. 203(1), (10);
Securities Act, R.8.B.C. 1996, ¢. 418, s. 131(1}, (11}); The Securities Act, C.C.S.M. c. S50, s. 141(1}, (11);
Securities Act, S.N.B. 2004, c. 8-5.5, s. 149(1}, (9); Securities Act, R.S.N.L. 1990, c. $-13, s. 130(1}, (8);
Securities Act, R.5.N.S_ 1989, c. 418, s. 137(1), (8); Securiies Act, S.Nu. 2009, ¢, 12, s. 111(1), (12);
Securities Act, S.N.W.T. 2008, c. 10, s. 111(1), {12); Securities Act, R.S.P.E.l. 1988, c. S-3.1, s. 111(1),
{12); Securities Act, R.5.Q.. c. V-1.1, 5. 218, 219, 221; The Securities Act, 1988, 5.5. 1988-89, ¢, 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”.® 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

® 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 Lid., an
Alberta decision, was the single case referred io 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, Refurn on Innovation Capital Ltd. v.
Gandi Innovations Lid., 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 fo 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) of the 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

" The United States Bankruptcy Court for the District of Detaware in /n 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

[567] 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.

Vv 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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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 Eastem Canada and The Trustegs Of The International
Union of Operating Engineers Local 793 Pension Plan For Operating Engineers in
Ontario, being Court File No. 11-CY-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 Investiments L.P. and Comité syndical national de



4-

retraite Bétirente Inc., being Court File No, 11-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”) securitics without leave
of the court;

b} by the plaintiffs in the Smith Action for 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. 11-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,

©) by the plaintiffs in the Northwest Action for an order for camiage of the class
action, 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 a 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,

I8 THIS COURT ORDERS that the motion for carriage made by the plaintiffs in the

Labourers’ Action be and hereby is granted;

2. THIS 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. THIS COURT ORDERS that the Smith Action and the Northwest Action be and hercby

are stayed,;

4, THIS COURT ORDERS that no other class actions may be commenced in Ontario in

respect of the subject matter of this action without leave of this court;

5. THIS 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. THIS COURT ORDERS that BDO Limited (formerly known as BDO McCabe Lo
Limited), Credit Suisse Securities (USA) LLC and Banc of America Securities LLC be and
hereby are added as defendants to this action and that the title of proceedings be amended

accordingly;

7. THIS 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 of the Labourers’ Pension Fund of Central and Eastern Canada, The
Trustees of the International Union of Operating Engineers Local 793 Pension
Plan for Operating Engineers in Ontario, Sjunde AP-Fonden, David Grant and

Robert Wong
V.

Sino-Forest Corporation, Emst & 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,
Edmnnd Mak, Simon Murray, Peter Weng, Garry J. West, Poyry (Beijing)
Consulting Company Limited, Credit Suisse Securities (Canada), Inc., TD
Securities Inc., Dundee Securities Corporation, RBC Dominion Securities Inc.,
Scotia Capital Inc., CIBC World Markets Inc., Merrill Lynch Canada Inc.,
Canaccord Financial Ltd., Maison Placements Canada Inc., Credit Suisse
Securities (USA) LLC and Baoc of America Securities LLC

€
N
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8. THIS COURT ORDERS that the plainiiffs be and hereby are granted leave to deliver a
Presh 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.

?MTX

PERELL J.
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PERELL, J.
REASONS FOR DECISION
A, INTRODUCTION

[t}  This is a carrlage molion under the Class Proceedingy Act, 1992, 8.0, 1992, ¢.
6. In this particular carriage motion, four law fitms are tivals for the carviage of a class
action against Sino-Forest Corporation, ‘There arc curtently four proposed Ontatio class
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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, carrfage motions involve two steps. First, the rival law
firms that are seeking camxiage of a class action extoll their own merits as class counsel
and the merits of their client as the representative plaintiff. During this step, the law
firms explain their tactical and strategic plans for the class action, and, thus, a carriage
motion has aspects of being a casting call or rehearsal for the certification motion,

[31  Second, the rival law firms submit that with their talent and their litigation plan,
their class action is the better way to serve the best interests of the class members, and,
thus, the court should choose their action as the one to go forward. No doubt fo ths
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 rivais’
plans for suing the defendants.

[4]  The law firtns seeking carriage are: Rochon Genova LLP; Koskie Minsky LLP;
Stskinds LLP; and Kim Orr Barristers P.C., all competent, expericneed, and veteran
class action law firms.

[5]  For the purposes of deciding the carriage motions, I will assume that all of the
rivals have delivered their Staternents of Claim &z they propose to amend them.

[6] Koskie Minsky and Siskinds proposc to aet as ¢o-counsel and to consolidate two
of the actions. Thus, the competition for carriage is between threé proposed class
actions; namely:

»  Smith v. Sino-Forest Corp. (11-CV-428238CP) (“Smith v. Sino-Forest") with
Rochon Genova as Class Counsel

s The Trustees of Labourers' Pension Fund of Central and Eastern Canada v.
Sino-Forest Corp. (11-CV-431153CP) (“Labourers v. Sino-Forest”) with
Koskic Minsky and Siskinds as Class Counsel (This aetion would be
consolidated with “Grant. v, Sino- Forest” (CV-11-439400-00CP)

o Northwest & Ethical Investments L.P. v. Sino-Forest Corp. (11-CV-435826CP)
(“Northwest v. Sino-Forest”) with Kim Orr as Class Counsel.

[7] It has heen o very difficult decision to reach, but for the reasons that follow, [
stay Smith v. Sino-Forest and Northwest v. Sino-Forest, and I grant carriage to Koskie
Minsky end Siskinds in Labourers v. Sino-Forest.

[8]  Ialso grant leave to the plaintiffs in Labourers 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.

{97  This order is without prejudice 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 binding on the Defendants or to
be a pre-determination of the certification motion.

B, METHODOLOGY

[10] To explain my reasons, first, I will describe the jurisprudence about carriage
motions. Second, I will describe the evidentiary record for the carriage motions. Third, I
will describe the factual background to the claims against Sino-Forest, which is the
principal but not the only target of the various class actions. Fourth, deferring my
ultimate conclusions, I will analyze the rival actions that are ¢compelting for carriage
under twelve headings and describe the positions and competing arguments of the law
firms competing for carringe, Fifth, I will culmipate the analysis of the competing
actions by explaining the carriage order decision. Sixth and finally, I will finish with a
concluding section.

[1}]  Thus, the organization of these Reasons for Decision is as follows;

Introduction
Methodology
Carriage Orders Jurisprudence
Evidentiary Background
Factual Background te the Claims against Sino-Forest
Analysis of the Competing Class Actions
The Attributes of Class Counsel
Retainer, Legal and Forensic Resources, and Investigations
Proposed Representative Plaintiffs
Funding
Conflicts of Interest
Definition of Class Membership
Definition of Class Period
Theory of the Case against the Defendants
Joinder of Defendants
Causes of Action
The Plaintiff and the Defendant Correlation
o Prospects of Certification
¢ Carriage Order
o Introduction
o Neuntral or Non-Determinative Factors
o Determinative Factors
» Conclusion

Q00 Q00030000

. CARRIAGE ORDERS JURISPRUDENCE

[12] There should not be two or more class actions that proceed in respect of the
same putative class asserting the same cause(s) of action, and opme action must be
selected: Vitapharm Canada Lid, v, F. Hoffman-Laroche Ltd,, [2000] O.J. No, 4594
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(S8.C.J.) at para. 14. See also Vitapharm Canada Lid v. F. Hoffinann-La Roche Ltd,
[2001] O.J. No. 3682 (8.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 Landmurk, [2004] O.J, No. 2788 (§.C.J.) at
para. 19,

f13] Where two or more class proceedings are brought with respect to the same
gabject matier, a proposed representative plaiatiff in one action may bring a carriage
motion to stay all other present or future class proceedings relating to the same subject
matter: Sefterington v. Merck Frosst Canada Ltd., [2006] O.J. No. 376 (5.C.].) at paras,
9-11; Ricarde v. Air Transat A.T. Inc., [2002] O.], No. 1090 (8.C.1.), leave to appeal
dismissed [2002] O.J. No. 2122 (8.C.J.).

[14] The Class Proceedings Act, 1992, confers upon the court a broad discretion to
manpage the proceedings. Section 13 of the Act authorizes the cowrt to “stay any
proceeding related to the class proceeding,” and s. 12 authorizes the court to “meke any
order it considers appropriate respecting the conduct of a class proceeding to ensure its
fair and expeditious determination.” Section 138 of the Courts of Justice Act, R.8.0.
1990, c. 43 directs that “as far 24 possible, multiplicity of legal proceedings shall be
avoided.” See: Setterington v. Merck Frosst Canada Ltd., sypra, at paras. 9-11.

[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 mote proceedings or fo order that they be heard together.

[16] In determining carriage of a class proceeding, the court’s objective is to make
the selection thet 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 Lid. v. F. Hoffman-La Roche Lid., [2000] O.J. No. 4594
(S.C.L.) at para. 48; Sefrerington v. Merck Frosst Canadg Ltd, supra, at para. 13
(8.C.L); 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
gction should proceed: (1) the nature and scope of the causes of action advanced; (2) the
theories edvanced 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
commencement 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 reasoms, I will examine the above factors under somewhat differently-
named beadings and in a different order and combination. And, I will add severa! 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; (¢) the plaintiff and defendant correlation;
and, (f) prospects of certification.
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19} In addition to identifying relevant factors, the carriage motion jurisprudence
provides guidance obout how the court should determine carmiage. Although the
determination 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 to determine which of the competing
actions is more, or most, likely to advance the interests of the class: Tikoni v. Merck
Frosst Canada Lid., [2008] OJ, No, 2996 (8.C.).), sub. nom Mignacca v. Merck Frosst
Canada Lid,, leave to appeal granted {2008} O.J. No. 4731 {8.C.1), sff’d [2009] O.J.
No, 821 (Div. Ct), application for leave to appeal to C.A. ref’d May 15, 2009,
application for leave to appeal to 8.C.C. ref’d [2009] 5.C.C.A. No. 261,

[20] Om a carriage motion, it is inappropriate for the court fo embark upon an analysis
as to which claim is most likely to succeed umless one is "fanciful or frivolous™
Setterington v, Merck Frosst Canada Ltd., supry, at para. 19.

[21] In analysing whether the prohibition against a multiplicity of proeceedings would
be offended, it is not necessary that the multiple proceedings be identical or mirror each
other in every respect; rather, the court will look at the essence of the proceedings and
their similarities: Setterington v. Merck Frosst Canada Ltd., supra, atpara, 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: Joe! v Menu Foods Gen-Par Limited, [2007] B,C.J. No, 2159
(B.C.8.C.); Genter v. CCI Capital Canada Ltd, [2005] OJ. No. 1135 (S.C.I);
Setterington v. Merck Frosst Canada Ltd , supra.

[23] In determining which firm should be granted carrjage of a class action, the court
may consider whether there is any potential conflict of interest if carriage is given to
one counsel as opposed to others: Joel v. Menu Foods Gen-Par Limited, supra at para.
16; Vitapharm Canada Ltd. v. F. Hoffinan-Laroche Ltd , [2000] O.J. No. 4594 (5.C.1.)
and [2001] Q.J. No. 3673 (S.C.1).

D.  EVIDENTIARY BACKGROUND

Smith v. Sino-Forest

[24] In support of its carriage motion in Smith v. Sino-Forest, Rochon Genova
delivered affidavits from:

» Ken Froese, who is Senior Managing Director of Froese Forensic Partners Ltd.,
a forensic accounting firm

» Vincent Genova, who is the managing partmer of Rochon Genova
= Douglas Smith, the proposed representative plaintiff

Lapourers v. Sino-Forest

[25] In support of their carriage motion in Labourers v. Sino-Forest, Koskie Minsky
and Siskinds delivered affidavits from:
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[26]

Dimitri Lascaris, who is a partner at Siskinds and the leader of its class action
team

Michael Gallegher, who is the Chair of the Board of Trusices of Operating
Engineers Local 793 Pension Plan for Operating Engineers in Omtado
{“Operating Engineers Fund™), a proposed representative plaintiff

David Grant, a proposed representative plaintiff

Richard Grottheim, who ig the Chief Executive Officer of Sjunde AP-Fonden, a
proposed representative plaintff

Joseph Mancinelli, who is the Chair of the Board of Trustces of The Trustees of
the Labourers’ Pension Fund of Central and Eastern Canada (“Labourers’
Fund™), a proposed representative plaintiff. He also holds senior positions with
the Labourers International Union of North America, which has more than
80,000 members in Canada

Ronald Queck, who is Director of Investments of the Healthcare Employee
Benefits Plans of Manitoba (“Healthcare Manitoba™), which would be o
prominent class member in the proposed ¢lass action

Frank Torchio, 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 periods by Sino-Forest sharcholders 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

Nortfrwest v. Sino-Forest

In support of its carriage motion in Northwest v. Sino-Forest, Kim Orr delivered

affidavits from:

Megan B, McPhee, a principal of the firm

John Mountain, who is the Senior Vice President, Legal and Human Resources,
the Chief Compliance Officer and Corporate Secretary of Northwest Ethical
Investments L.P. (*Northwest™), a proposed representative plaintiff

Zachary Nye, a financial economist who was retained to respond to Mr.
Torchio’s opinion
Deniel Simard, who is General Co-Ordinator and a non-voting ex-officio

member of the Board of Directors and Committees of Comité syndical national
de retraite Batirente in¢. (“Bétirente™), a proposed representative plaintiff

Michael C. Spencer, a lawyer qualified fo practice in New York, California, and
Ountario, who is counsel to Kim Ormr and a partner and member of the executive
committee at the American law firm of Milberg LLP
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e Drian Thomson, who is Vice-President, Liquity Investments For British Columbia
Investment Managemenl Corporstion (“BC  Invosimen(™), a proposed
representative plaintiff

E FACIUAL BACKGROUND T0 THE CLAIMS AGAINST SINO-FOREST

[27] The following factual background is largely an amalgam made from the
unproven allcgations In the Statements of Claim in tho threo proposed clnss actions and
unproven allogations in the motion material delivered by the parties,

[28] The Delendaunt, Sino-Forest is a Canadlan public company incorporated under
the Canada Business Corporations Act, R.8.C,, 1985, ¢, C-44 with its registered office
in Misslssauga, Onturio, and its head office in Hong Kong. Its shares have traded on the
Taronto Stock Exchange (“TSX”) sinco 1995, 1 1s a forestry plantation company with
operations centered in the People's Republie of China, Its trading of securities is subject
to the repulation of the Ontario Securities Act, R.S.0. 1990, ¢, 8.5, under which it is a
“reporting issucr’ subject (o (he vontinuous disclosure provisions of Part XVIII of the
Act and & “rosponsible issuer” subject to eivil liability for secondary market
misrepresentation under Part XXIIL.1 of the Act.

[29] The Defendant, inst & Young LI (“E&Y™) has boen Sino-Forest’s auditor
from 1994 to date, cxcept for 1999, when the now-defimet Arthur Andersen 1P did the
audit, and 2005 and 2006, when the predecessor of what is now fhe Defendnnt, BDO
Limited (“BD0") was Sino-Forest’s auditor. 3D is the Hong Kong member of BDO
International 14d,, & global accounting and andit Jum,

[30] E&Y and BDO are “experts” within the meaning of s, 138.1 of the Ontario
Sacurities Act,

{31]  From 1996 to 2010, in its linancial statements, Sino-l‘orest reported only profits,
and it appearcd to be an enormously successful enferprise thet substautially
outporformed its competitors in the forestry indusiry, Sino-Forest’s 2010 Annual Report
issued i Muy 2011 repotrted that Sino-Forest had net income of $395 million and assets
of $5.7 billion. Its year-end markel cupitalization was $5,7 billion wilh approximately
246 million conimon shaves outstanding,

[32} It is alleged that Sino-Fotest and its auditors B&Y and BRO repeatedly
misrepresented that Sino-Forest’s [inancial statements complied with GAADP (Mgenerally
aceepted accounting principles™).

[33] It is mlleged that Sino-Forest and its offivers and dircctors made olher
misreprescntations about the assels, liabilities, and performance of Sino-Forest in
various filings tequired under the Ontarlo Securities Act. It is alleged that these
nilsrepresentations appeared in the docutments used for the offerings of shates and bonds
in tho primary market and again in what arc known as Core Documents under sceuritics
tegislation, which documents are available to provide information to purchasers of
sharcs and bonds in the sscondary market, It is also alleged thal misrepresentations wore
made in oral statements and in Non-Core Documents.



[34] The Defendant, Allen T.Y. Chan was Sino-Forest’s co-founder, its CEO, and a
director until August 2011, He resides in Hong Kong,

[35] The Defendant, Kai Kit Poon, was Sino-Forest's co-founder, a director from
1994 until 2009, and Sino-Forest’s President. He resides 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,

f37) The Defendants, William E. Ardell {resident of Ontario, director since 2010),
James P. Bowland (resident of Ontario, director since 2011), James M.E. Hyde (resident
of Ontariq, director since 2004), John Lawrence (resident of Ontario, deceased, director
1997 to 2006), Edmund Mak (resident of Britlsh Columbia, director since 1994), W.
Judson Martin (resident of Hong Kong, director since 2006, CEC sinee August 2011),
Simon Murray (resident of Hang Kong, director since 1999), Peter Weang (resident of
Hong Kong, director since 2007) and Garry J. West (resident of Ontario, director since
2011) were members of Sino-Forest’s Board of Directors.

[381 The Defendants, Hua Chen (resident of Ontario), George Ho (resident of China),
Alfred C.T. Hung (resident of China), Alfred Ip (resident of China), Thomas M.
Maredin (resident of Ontario), Simen Yewng (resident of China) and Wei Mao Zhao
(resident of Ontario) are vice presidents of Sino<Forest, The defendant Xee Y. Wong
wag CFO from 1999 to 2005.

[39] Sino-Forest’s forestry agsets were valued by the Defendant, P8yry (Beijing)
Consulting Company Limited, (“PSyry”), a consulting firm based in Shanghai, China.
Associated with PSyry are the Defendants, P8yry Forest Industry PTE Limited (“Poyry-
. Forest”) and JP Management Consulting (Asia-Pacific) PTE Ltd, (*JP Management™),
Each Pdyry Defendant is an expert as defined by s. 138.1 of the Ontario Securities Act,

f40] P&yry prepared technical reports dated March 8, 2006, March 15, 2007, March
14, 2008, April 1, 2009, and April 23, 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 disclaimer and a limited lisbility exculpatory provision
purporting to protect PSyry from liability,

411 In China, the state owns the forests, but the Chinese government prants forestry
rights to local farmers, who may sell their lnmber 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.

[42]  Sino-Forest’s business model involved numerous subsidiaries and the use of
authorized intermediaries or “Als” to agsemble forestry rights from local farmers. Sino-
Forest also used authorized intermediaries to purchase forestry products. There were
mumerous 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.

545



10

[43] Itis alleged that from at least March 2003, Sino-Forest used its business model
and non-arm’s length Als to falsify revenves and to facilitate the mijsappropriation of
Sino-Forest’s assets,

[44] Mt is alleged that from at least March 2004, Sino-Forest made false staternents
about the nature of its business, mssets, revenue, profitability, future prospests, and
compliance with the laws of Canada and China, It i3 alleged that Sino-Forest and other
Defendants misrepresented that Sino-Forest’s financial statements complied with GAPP
(“generally accepted accounting principles™). It is alleged that Sino-Forest
misreprescnted that it was an honest and reputable corporate citizen. It is alleged tiat
Sino-Forest misrepresented and greatly exaggerated the nature and extent of its forestry
rights and its compliance with Chinese forestry regulations. It is alleged that Sino-Forest
inflated ifs revemue, had questionable accounting practices, and failed to pay a
substantial VAT liability, It is alleged that Sino-Forest and other Defendants
misrepresented the mle of the Als and greatly understated the risks of Sino-Forest
utilizing them, It is alleged that Sino-Forest materially understated the tax-related risks
from the use of Als in China, where tax evasion penalties are severe and potentially
devastating,

[45] Starting in 2004, Sino-Forest began a program of debt and equity financing, It
amassed over $2.1 billion from note offerings and over $906 million from share issues.

[46] On May 17, 2004, Sino-Forest filed its Annnal Information Form for the 2003
year, It is alleged in Smith v. Sino-Forest that tha 2003 AIF centains the first
misrepresentation in respect of the nature and role of the authorized intermediaries,
which allegedly played a foundational role in the misappropriation of Sino-Forest's
assets,

[477 In August 2004, Sino-Forest issued an offering memorandum for the distribution
of 9.125% guaranteed senior notes (3300 million (U.8.)). The Defendant, Morgan
Stanley & Co. Incorporated (“Morgan™) was a note distributor that nianaged the notc
offering in 2004 and purchased and resold notes.

[48] Under the Sino-Forest note instruments, in the event of default, the trustee may
sue to collect payment of the notes. A noteholder, however, may not pursue any remedy
with respect to the notes unless, ainong other things, written notice is given to the
trustee by holders of 25% of the outstanding principal asking the trustee to pursue the
remedy and the trustee does not comply with the request. The notes provide that no
noteholder shalt obtain a preference or priority over ancther notcholder. 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 cther amourits in
respect of the notes or for any ¢laim 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.

[497 On March 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 ta $13.42 per share ten days later, a 33% increase.
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[50] In May 2007, Sino-Forest filed a Management Information Circular that
represented that it maintained a high standard of corporate govemance, It indicated that
its Bozrd 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
common shares at $12.65 per share ($201 million offeting). Chan, Hotsley, Mastin,
and Hyde signed the prospectus, The underwriters (as defined by s. 1. (1) of the Ontario
Securities Act) were the Defendants, CIBC World Markets [nc. (“CIBC”), Credit Suisse
Securities Canada (Inc.) (“Credit Suisse”), Dundee Secutities Corporation (“Dundee™),
Haywood Securities Inc. (“Haywood™), Memill Lynch Canada, Inc. (“Merrill”) and
UBS Securities Canada Inc. (*UBS”).

[52} In July 2008, Sino-Forest issued a final offering memorandum for the
distribution of 5% convertible notes ($345 million (U.8)) due 2013. The Defendants,
Credit Suisse Securities (USA), LLC (*Credit Suisse (USA)™), and Merill Lynch,
Fenner & Smith Inc, (“Merrill-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 Defendanit, Scotia Capital Ine.
(“Scotia™), and the Defendant, TD Securities Ine. (“TD”).

[54] In June 2009, Sino-Forest issued a final offering memeorandurm For the exchange
of semior 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 prospectns. The underwriters (as defined by s. 1. (1) of the Ontario
Securities Act) were Credit Suisse, the Defendant, Cemaccord Financial Ltd.
(*“Canaccord”), CIBC, Dundee, the Defendant, Maison Placements Canada Inc.
{*Maison™), Merrill, the Defendant, RBC Dominion Sé¢curities Inc. (“RBC”), Scotia,
and TD,

[56] In December 2009, Sino-Forest issued an offering memorandum for 4.25%
convertible senior notes ($460 million (U.8.) offering) due 2016. The note distributors
were Credit Suisse (USA), Merrill-Feuner, and TD.

[57] In October 2010, Sino-Forest issued an offering memorandum for 6.25%
guaranteed senior notes ($600 million (U.8.) offering) due 2017. The note distributors
were Bane of America Securities LLC (“Banc of Ametica™) and Credit Suisse USA.

[58] Sino-Forest’s per-share matket price reached a high of $25.30 on March 31,
2011.

[59] Iiis alleged that all the financial statements, prospectuses, offering memoranda,
MD&As (Management Discussion and Analysis), AIFs (Annual Information Forms)
contained misrepresentations and 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. Block was a short-
seller of Sino-Forest stock. His Report alleged that Sino-Forest massively exaggerates
its assets and that it had engaged in extensive related-party transactiens since the
company’s TSX listing in 1995, The Report asserted, among other allegations, that a
company-reported sale of $231 million in timber in Yunnan Province was largely
fabricated. It asserted that Sino-Forest had overstated its standing tfimber purchases in
Yunnan Province by over $800 million.

[61] The revelations in the Muddy Waters Report had a catastrophic effect on Sino-
Forest’s 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 release of the Muddy Waters Report, Sino-Forest and certain of
its officers and directors released documents and press releases and made public oral
statements in an effort to refute the alicgations in the Report. Sino-Forest promised to
produce dosumentation to counter the allegations of misrepresentations. It appointed an
Independent Comimittee of Messts. Ardell, Bowland and Hyde to investigate the
allegations contained in the Muddy Waters Report. After these assurances, 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 cloge.

[63] On June 7, the Independent Committee announced that it had appointed
PricewnterhouseCoopers (“PWC”) to assist with the investigation. Severel law firms
were also hired to assist in the investigation.

[64] However, bad news followed. Reporiers from the Globe and Mail travelled to
Ching, and on June 18 and 20, 2011, the newspaper published articles that reported that
Yunnan Province forestry officials had stated that their records contradicted Sino-
Forest’s claim that it controlled almost 200,000 hectares in Yunnan Province.

[65] On Avgust 26, 2011, the Ontario Securities Commission (“OSC”} issued an
order suspending trading in Sino-Forest’s securities end stated that: (a) Sino-Forest
appears to have engaged in significant non-arm’s length transactions that may have been
contrary to Ontario securities laws and the public interest; (h) Sino-Forest and certain of
its officets and directors appear to have misrepresented in & material respect, 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 directors, including its
CEO, appear to be engaging or participating in acts, practices or a course of conduct
related to ity securities which it and/or they know or reasonably ought to know
perpetuate a fraud.
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[66] The OSC named Chan, Ho, Hung, Ip, and Yeung as respondents in the
proceedings before the Commission, Sing-Forest placed Messrs, Hung, IIo and Young
on administrative leave. Mr, Ip may only act on the instructions of the CEO.

[67] Having already downgtaded iy credit rating for Sino-Forest’a sconritiog,
Standatrd & Poor withdrew its rating entively, and Moody’s reduced its rating to “junk”
indicating a very high credit risk,

[68] On Scptembor 8, 2011, after a hoaring, the OSC continuod its cease-trading
order until Januawy 25, 2012, and tho (O8C noled the presenco of evidence of conduct
that may be harmful to investors and the publie intercst.

[69]  On November 10, 2011, articles in tho (Flobe and Mail and tho Natlonal Post
veporled that the RCMP had commenced a cviminal investigation into whether
executives of Sina-Forest had defrauded Canadian tnvestors.

f70] On November 13, 2011, at a cost of $35 million, Sino-Forest’s Independont
Committee released ifs Second Intoriim Report, which included the work of the
comtnittoc members, PWC, and three luw firms. The Ropovl refuted somo of the
allogations made in the Muddy Walers Report but indicated that evidence could nol be
obtained to rcfute other allegations. The Commiliee reported that it did not detect
widespread fraud, and noted that duc to challenges it faced, including resistance from
some company insiders, it was not ahle to reach firm conclusions on many issues,

[71] On December 12, 2011, Sino-Yorest anpounced that it would not file ity third-
quarter carnings’ (gures and would default on an upcoming inlerest payment on
outstanding notes. This defanlt may lead to the bankiruptey of Stno-Forest.

[72] The chart attached as Schedule “A” to this judgment shows Sina- Forest’s stock
priec on the TSX from January 1, 2004, to the date that its shares were cense-traded on
August 26, 2011.

F, ANALYSIS QF THE COMPETING CLASS ACTIONS

1. The Attributes of Class Counsel
Swmith v, Sino-Forest

[73] Rochon Genova is a boulique litigation firm in Toronlo focusing primarily on
class action litigation, including sccurities class actions, It is currently clags counsel in
the CIBC subprime litigation, which seeks billions in damages on behalf of CIBC
shareholdora for the bank's alleged non-disclosure of lts exposure to tho U.S, subpiime
residentinl mortgage markoet, 1f is cunrently the lawyer of record in Fischor v, IG
Investment Management Tid and Frank v. Farlte Turner, both securitios cases, and it 1s
acting for agprieved investors in litigation involving two multi-million dollur Ponzi
schetnes. It ncted on behalf of Canadian sharehelders in relation 1o (he Noutel sceuritics
litigation, as woll as, large scale products labllity class actions involving Baycol,
Prepulsid, and Maple Leaf Foods, among many other eases.

[74] Rochon Genova has u working arrangemont with Lieff Cabrasser Hoimann &
Bernstein, one of (he 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 experience and proficiency in class actions and
securities litigation.

Labourers v, Sino-Forest

[76] Koskie Minsky is a Toronto law firn of 43 lawyers with a diverse practice
including bankrupicy and insolvency, commercial litigation, carporate and securities,
taxation, employment, labour, pension and benefits, professional negligence and
insurance litigation.

[77]1 Koskie Minsky has a well-established and prominent class actions practice,
having been counsel in every sott of class proceeding, several of them being landmark
cases, including Holfick v Toronio (City), Cloud v The ditorney General of Canada, and
Caputo v Imperial Tobacco. Tt is currently representative counsel on behalf of all former
Canadian employees in the muiti-billion dollar Nortel insolvency.

[78] Siskinds is a London and Toronto law firm of 70 lawyers with a diverse practice
including bankruptey and insolvency, business law, and commercial litigation. K has an
association with the Québec law firm Siskinds, Desmeules, avocats,

[791 At its London office, Siskinds has 2 team of 14 lawyers that focus their practice
on class actions, in some instances exclusively. The firn has a long end 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 almost a
monopoly on securities class aetians, having filed approximately 40 of this species of
class actions, including 24 that advance claims under Part XX¥.1 of the Ontario
Securities Act.

[80] As mentioned again later, for the purposes of Labowrers' Fund v. Sino-Forest,
Koskie Minsky and Siskinds have a co-operative amangement with the U.S. law finn,
Kessler Topaz Meltzer & Check LLP (“Kessler Topaz™), which is a 113-lawyer law
firm specializing in complex liligation with a very high profile and excellent reputation
as counsel in securities clrss action lawsuits in the United States.

[81] Leed lawyers for Labourers' v. Sino-Forest are Kirk M. Baert, 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.

Nortlrwest v. Stno-Forest

[82] Xim Orr is a boytique litigation firm in Toronto focusing primarily on class
action litigation, including securities class actions. It also has considerable experience
on the defence side of defending securities cases,

[83] As I described in Sharma v. Timmince Ltd, supra, where I choose Kim QOrrin a
cartiage competition with Siskinds in a securities class action, Kim Qrr has a fine
pedigree as a class action firm and iis senior lawyers have considerable experience and
proficiency in all types of class actions. It was comparatively modest in its self-
promotional material for the carriage motion, but I am aware that it is currently class
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coungel in substantial class actions involving claims of a similar nature to those in the
case at bar.

[84] Kim Orr has an association with Milberg, LLP, & prominent class action law
firm in the United States. It has 75 aftormeys, most of whom devete their practice to
representing plaintiffs in cornplex litigations, including class and derivative actions. It
has a large support staff, including investigators, a foremsic accountant, financial
analysts, legal assistants, litigation support analysts, shareholder services personnel, and
information technology specialists.

[85] Michael Spencer, who is a parmer at Milberg and called to the bar in Ontario,
offers counsel to Kim Orr.

[86] Lead lawyers for Northwest v. Sino-Forest are James Orr, Won Kim, and Mr.
Spencer.

2. Retainer, Legal and Forensic Resources, and Investigations
Smith v, Sino-Forest

[87] Following the release of the Muddy Waters Report, on June 6, 2011, Mr, Smith
contacted Rochon Genova. Mr, Smith, who lost much of his investment fortune, was
one of the victims of the wrongs 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 Swiith v. Sino-Forest followed on July 8, 2011,

f88] Following their retainer by Mr. Smith, Rochon Geénova hired Mr, X (his pame
was not disclosed), as a consultant. Mr. X, who has an accounting background, can
fluently read, write, and speak English, Cantonese, and Manderin, He travelled to China
from June 19 to July 3, 201 1and again from Oectober 31 to November 18, 2011, The
purpose of the trips was to pather information about Sino-Forest’s subsidiaries, its
customers, and its suppliers. While in China, Mr. X secured approximately 20,000 pages
of filings by Sino-Forest with the provinciel branchies of China's State Administration for
Industry and Cominerce (the "SAIC Files").

(891 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 at Law, a full service law firm
based in Shenzhen, Guangdong Province, China, to provide a preliminary opinion about
Sino-Forest's alleged violations of Chinese accounting and taxation laws.

[91] Exclusive of the carriage motion, Rochon Genova has already incurred
approximately $350,000 in tiine and disbursements for the proposed class action.

Labourers 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 investigation of the ailegations
contained in the report. Dacheng is the largest law firm in China with offices throughout
China and Hong Kong and also offices in Los Angeles, New York, Paris, Singapore,
and Taiwan.

(a1
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[93] On June 9, 2011, Guining Liu, 2 Sino-Forest shareholder, commenced an action
in the Québec Superior Court on behalf of persons or entities domiciled in Québec who
purchased shares and notes. Siskinds’ Québec affiliate office, Siskinds, Desmeules,
aveeats, is acting as class counsel in that action.

[54] On June 20, 2011, Koskie Minsky, which 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.

[51 The June action, however, is not being pursued, and in July 2011, Labourers’
Fund was advised that Operating Engineers Fund, another pension 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 Zabourers v. Sino-Forest was served in August, 2011.

[6] Before commencing the new action, Koskie Minsky and Siskinds retained
private investigators in Southeast Asia and received reports from them, along with
information received from the Dachenp Law Fimm. Koskie Minsky and Siskinds also
received information from an unnamed expert in Suriname about the operations of Sino-
Forest in Suriname and the role of Greenheart Group Ltd., which is a significant aspect
of its Statement of Claim in Labaurers v. Sino-Forest.

[97] On Noverber 4, 2011, Koskic Minsky and Siskinds served the Defendants in
Labourers v. Sino-Forest with the notice of motion for an order granting leave to assert
the causes of action under Part XXT1IL] of the Ontario Securities Act.

[98] ©On October 26, 2011, Robert Wong, who had lost a very large personal
Investment int Sino-Forest shares, retained Koskie Minsky and Siskinds to sue Sinmo-
Forest for his losses, and the firms 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] Grart 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 addifions! underwriters, Banc of America and Credit
Suisse Securities (USA).

[101] Koskie Minsky and Siskinds state that Grant v, Sino-Forest was commenced out
of an abundance of caution to ensure that certain prospectus and offering mernorandum
claims under the Omario Securities Act, and under the equivalent legislation of the other
Provinces, will not expire as being statute-barred,

[102] Exclusive of the cammiage motion, Koskie Minsky has already incurred
approximately $350,000 in time and disbursements for the proposed class action, and
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exclusive of the carriage motion, Siskinds has already incurred approximately $440,000
in time and disbursements for the proposed class action.
Northwest v. Sinp-Forest

[103] Ymmedizately 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, announced the investigation.

[104] For the purposes of the carriege motion, apart from saying that their
investigation included reviewing ell the documents on SEDAR and the System for
Electronic Disclosure for Insiders (SEDT), communicating with contacts in the financial
industey, and looking into Sino-Forest’s officers, directors, auditors, underwriters and
valuation experts, Kim Orr did not disclose the details of its investigation. It did indicate
that it had hired a Chinese forensic investigator and financial analyst, a market and
damage consulting firm, Canadian forensic accountants, and an investment and market
analyst and that its investigations discovered valuable information.

[105] Meanwhile, lawyers at Milberg contacted Bétirente, which was one of its clients
and alsa a Sino-Forest shareholder, and Won Kim of Kim Om contacted Northwest,
another Sino-Forest shareholder. Bétirente already had a retainer with Milberg to
monitor its investment portfolio on an ongoing basis to detect losses due to possible
securities violations.

[106] Northwest and Béatirente agreed to retzin 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 Bétirente,
and BC Investments decided to retain the firm and the plan is that BC Investmenis is to
become another representative plaintiff.

{108} Exclusive of the carriage motion, Kim Oir 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] In Smith v. Stno-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 his review of the publicly available
information, including public reports and filings, press releases, and statements released
by or on behalf of Sino-Forest. He lost $75,345, which was half of his investment
fortune,

f111] Prederick 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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announced 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 individval investor. He was introduced to address a possible Ragoonanan
problem in Smith 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 plainfiffs are: David
Grant, Robert Wong, The Trustees of the Labourers’ Pension Fund of Central and
Eastern Canada (“Labourers® Fund”), the Trustees of the International Union of
Operating Engineers Local 793 Pension Plan for Operating Engineers in Ontario
(*Operating Enginesrs Fund™), end §junde AP-Fonden.

[113] David Grant is 2 resident of Alberta. On October 21, 2010, he purchased 100
Guaranteed Senjor Notes of Sino-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 bomn in
China, and in addition to speaking English, he speaks fluent Cantonese. He was a
substantial shareholder of Sino-Forest from Juty 2002 to June 2011. Befors mnking his
investment, he reviewed Sino-Forest’s Core Documents, and be also made his own
investigations, including visiting Sino-Forest’s plantations in China in 2005, where he
et a Sino-Forest vice-president.

[115] Mr. Wong’s investment in Sino-Forest comprised much of his net worth, In
September 2008, he owned 1.4 million Sino-Forest shares with a value of approximately
$26.1 million. He purchased more shares in the December 2009 prospectus offering,
Around the end of May 2011, he owned 518,700 shares, which, after the publication of
the Muddy Waters Repart, he sold on June 3, 2011 and June 10, 2011, for $2.8 million,

[116] The Labourers’ Fund js a multi-employer pension fund for employees in the
construction industry, It is registered with the Financial Services Commission in
Ontario and has 52,100 membets in Ountario, New Brunswick, Nova Scotia, Prince
Edward Istand, and Newfoundland and Lahrador. It is a long-time client of Koskie
Minsky.

{117] Labourers' Fund manages more than $2.5 billion in assets. it has a fiduciary and
statutory responsibility to invest pension monies on behalf of thonsands of employees
and pensioners in Ontario and in other provinces.

[118]) 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, Ine.
Those actions involved allcgations of misreptesentation in the statemerits and filings of
public issucrs.

[119] The Labourers’ Fund purchased Sino-Forest shares on the TSX during the class
period, including 32,300 shares in a frade placed by Credit Suisse under a prospectus.
Most of its purchases of Sino-Forest shares were made in the secondary market.

54
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[120] On June 1, 2011, the Labourers’ Fund held a total of 128,700 Sino-Forest shareg
with a market value of $2.3 million, and it also had =n interest in pooled finds that had
$1.4 million invested in Sino-Forest shares, On June 2 and 3, 2011, the Labourers’ Fund
sold its holdings in Sinc-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 $291,811.

[121] 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 menages $1.5 billion in assets. It has a fidueiary
and statutory responsibility te 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
doring the class period. The Operating Engineers Fund invested in Sino-Forest shares
through four asset managers of a segregated fund. Ono of the managers purchased
42,000 Sino-Forest shares between February 1, 2011, and May 24, 2011, which had a
market value of $764,820 at the close of trading on Jume I, 2011, These shares were
sold on June 21, 2011 for net $77,170.80. Another manager purchased 181,700 Sino-
Forest shares between January 20, 2011 and June 1, 2011, which hed a market value of
$3.3 million at the close of trading on June 1, 2011, These shares were sold and the
Operating Engineers Fund recovered $1.5 million. Another asset inanager purchased
100,400 Sino-Forest shares between July 5, 2007 and May 26, 2011, which had a
market velue 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 June 9, 2011, the
Operating Engineers Fund also purchased units of a pooled fund managed by TD that
held Sino-Forest shares, and it continues to hold these units. The Operating Engineers
Fund has incurred losses in excess of $5 million with respect to its investment in Sino-
Forest shares,

(124] Sjunde AP-Fonden is the Swedish Nation Pension Fund, and part of Sweden’s
national pension systern. It manages $15.3 billion in assets, It has acted as fead plaintiff
in 2 large securities class action and a large stockholder ¢lass action in the United States.

[125] In addition to retaining Koskie Minsky and Siskinds, Sjunde AP-Fonden also
retained the American law firmn Kessler Topaz to provide assistance, if necegsary, to
Koskie Minsky and Siskinds.

[126] Sjunde AP-Fonden purchased Sino-Farest shares on the TSX from outside
Canada between April 2010 and January 2011. It wag holding 139,398 shares with a
value of $2.5 million at the close of trading on June 1, 2011, It sold 43,095 shares for
$188,829.36 in August 2011 and holds 53,303 shares,

[127] Sjunde AP-Fonden is prepared fo be representative plaintiff for a sub-clags of
nen-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 seck to be a representative plaintiff, the Healthcare
Employee Benefits Plans of Manitoba (“Healthcare Manitoba”) is a major class member
that supports carriage being granted to Koskie Minsky and Siskinds, and its presence
should also be mentioned here because it actively supporis the appointment of the
proposed representative plaintiffs in Labourers v. Sino-Forest.

[130] Healthcare Manitoba provides pensions and other benefits to eligible henlthcare
employees and their families thraughout Manitoba. It has 65,000 members. It is a long-
time client of Koskie Minsky, It manages more than $3.9 billion in assets.

[131] Healthcare Manitoba, invested in Sino-Forest shares that were purchased by one
of its assel managers in the TSX secondaty 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 ave: British
Columbia Investment Management Corporation (“BC Investment”); Comité syndical
national de retraite Batirente inc. (“Bitirente™) and Northwest & Ethical Investments
L.P. (“Northwest™).

[133] BC Investment, which is incorporated under the British Colurnbia Public Sector
Pengion Plans Act, is owried by and is an agent of the Government of British Columbia,
1t manages $86.9 billion in assets. Its investment activities help to finance the retirement
benefits of more than 475,000 residents of British Columbia, including public service
employees, healthcare workers, university teachers, and staff. Its investment activities
also help to finance the WorkSafeBC insurence fund that covers approximately 2.3
million workers and over 200,000 employers in B.C., as well ns, 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-
Royest at the start of the Class Period, purchased 6.6 million shares 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 sharss during the Class Period; disposed of
371,628 shares after the end of the Class Period; and presently holds 1.5 million shares,

(135] Bétirente is a non-profit financial services firm initiated by the Confederation of
National Trade Unions to establish end promote a workplace retirement system for
affiliated unions and other organizations, It is registered as a financial services firm
regulated in Quebec by the Autorité des marchés financiers under the Act Respecting the
Distribution of Financial Products and Services, R.8.Q., chapter D-9.2. It has assets of
about $850 million.
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[136] Bétirente, 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}7 Northwest is an Ontario limited partnership, owned 50% by the Provincial
Credit Uniens Central and 50% by Federation des caisses Desjardin du Québec, It is
registered with the British Columbia Securities Commission ag a portfolio manager, and
it is repistered with the OSC as a portfolioc manager and as an investment funds
manzger. It manages about $5 billion in assets.

[138] Northwest, through the funds it managed, did not own any shares of Sino-Forest
before the class period, purchased 714,075 shares during the class period, including
245,400 shares in the Detember 2009 offering, sold 207,600 shares during the class
period, and disposed of the test of its shares after the end of the class period.

[139] Kim Orr touts BC Investment, Bétirente, and Northwest as candidates for
representative plaintiff because they are sophisticated “activist shareholders™ that are
committed to ethical investing. There is evidence that they have all rdised governance
issues with Sino-Forest as well as other companies. Mr. Mountain of Northwest and Mr.
Simard of Béitirente are eager to be actively involved in the litigation against Sino-
Foreat,

4. Funding

[140] Koskie Minsky and Siskinds have approached Claims Fundig International,
and subject to court approval, Claitns Funding International has agreed to indemnify the
plaintiffs for an adverse costs award in return for a percentage of any recovery from the
class action.

[141] Koskie Minsky and Siskinds state that if the funding arratigement with Claims
Funding Internationzl is refused, they will, in any event, proceed with the litigation and
will indemnify the plaintiffs for any adverse casts 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
gvent, proceed with the litigation and it will indemnify the plaintiffs for 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 assume 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 Tnterest

[145] One of the guelifications lov being 4 representative plaintiff is that the candidate
does not have a conflict of interest in representing the class members and in bringing an
action on their behalf, All of the condidutes for representative plaintiff in the competing
class actions depose that they have no conflicts of interest. Their opponeits disagiee.

146] Rochon Genova subinits that there arc inherent confliets of interests in both
Lahourers v. Slno-Forest and in Northwest v. Slno-torest hoeauso the ropresentative
plainti{fs bring actions on behalf of bath shareholders and notsheldets, Rochon (lenova
submits that these conflicts are exacerbated by the prospect ol a Sine-Forest bankrupley.

[147] Relying on Casurina Lid. Partnership v. Rio Algom Ltd, [2004] O.J, No. 177
(C.A.) at paras, 35-36, afP g [2002] O.], No. 3229 (8.C.J.), leave to appeal to the S.C.C.
denied, [2004] S.C.C.A. No. 105 and Amaranth LLC. v. Counsel Corp., {2003] O.]. No.
4674 (8.C.J.), Rochon Geneva submits that a class action by the bondholdecrs is
precluded by the pre-conditions in the bond instruments, but if it were to proceed, it
might not bo in the hest intercats of the bondholders, who might prefer to have Sino-
Forest eapable of carrying on business, Furthet still, Rochon Genova submits thai, In
any evenl, at action by the bondholders’ rustee may be the preferable way for the
noteholders to sue on their notes. Further, Rochon Genova submits that if there is a
bankiuptey, the bondholders may profor to settle their claims in the context of the
bankruptey rather than being connceted in a class action to the sharcholdes’s claims
ovor which they would have priority in & bankrupltey.

[148]) Further still, Rochon Genova submits that 4 bankruptcy would bring another
conflict of interest between bondholders and shareholders because under 8. 50(14) of the
Bankruptey and Insolvancy Act, R.S.C., 1985, ¢. B3-3, and 5.1(2) of the Companies’
Creditors Arrangament Act, R.8.C., 1985, c. C-36 the claims of creditors apainst
dircetors that aro based on tisreprosentation or oppression may not bo compromised
{hrough a plan or proposal, In contrast, Allen-Vanguard Corp., Re, 2011 ONSC 5017
(5.C.1) al pavas. 48-52 is suthority (hai shareholders ave not similarly protected, snd,
therefore, Rochon Genova submits that the notebolders would have a great deal more
leverage in resolving claims against dircetors than would the sharcholder members of
the clags in a class action,

f149] Kim Our denies that there is a conflict in the representative plaintiffs acting on
hchalf of both sharcholders and bondholders. It submits that while boldholders may
have an additional claim in confract against Sino-Forest for repayment of the debl
outside of the class action, both shareholders and bondholders share a1 misrepresentation
claim against Sino-lorest and there is no conflict in advancing the misrepregentation
claim independent of the dob( repayment claim,

[150] Koskie Minsky and Siskinds also deny thut there is any conflict in advancing
claims by both bondholders and shareholders. They say that the class members are on
common ground in advancing misrepresentation, tort, and the various statutory causes
of action. Koskic Minsky and Siskinds add that if there was a conflict, then it is
manageable because they have a representative plaintiff who was a bondholder, which
is not the case for the representative plaintilly in Northwest v. Sine-Forest. 1L submils
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that, if necessary, subclasses can be established to manage any conilicts of interest
among class members,

[151] Lsaving the submitted shareholder and bondholder conflicts of intetest, Rochon
Genova submits that Labourers’ Fund has z conflict of interest because BDO Canada is
its auditor. Rochon Genova submits that Koskie Minsky also has a conflict of interest
because it and BDO Canada have worked together on a committee providing lirison
between multi-employer pension plans and the Financial Services Comrnission of
Ontario and have respectively provided services as auditor and legal counsel to the
Union Benefits Alliance of Construction Trade Unions. Rochon Genova submits that it
is telling that these conflicts were not disclosed and that BDO, which is an entity that is
an international associate with BDO Cenada was a late arrival as a defendant in
Labourers v. Sino-Forest, although this can be explained by changes in the duration of
the class period.

[152] For their part, Koskie Minsky and Siskinds mise a different set of conflicts of
interest. They submit that Northwest, Bétirente, and BC Investments have & conflict of
interest with the other class members who purchased Sino-Forest securities because of
their role as investmnent managers.

[153] Koskie Minsky and Siskinds’ argument is that as third party financial service
providers, BC Investment, Bitirente, and Northwest did not suffer logses 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 mekes Koskie Minsky and Siskinds
better representative plaintiffs.

[154] Further still, Koskie Minsky and Siskinds snubmit that the class members in
Northwest v. Sino-Forest may question whether Northwest, Bétirente, and BC
Investmenis failed to properly evaluate the risks of investing in Sino-Forest. Koskie
Minsky and Siskinds point out that the Superior Court of Québec in Comité syndical
national de refraite Bdtirenie inc. ¢ Socidié financidre Manuvie, 2011 QCCS 3446 at
paras. 111-119 disqualified Bitirente as a representative plaintiff because there might be
an issne about Bétirente’s investment decisions. Thus, Keskie, Minsky and Siskinds
attempt to change Northwest, Bétirente, and BC Investments’ involvement in
encouraging good corporate governance &t Sino-Forest from a positive attribute into the
failure to be aware of ongoing wrongdoing at Sino-Forest and a negative atiribute for a
proposed representative plaintiff.

6. Definition of Class Mcmberghip
Smith v, Sing-Forest

[155] InSmith 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, 2011 on the
TSX or other secondary market; and (b) on behalf of all persons who acquired shares
of Sino-Forest during the offering distribution period relating to Sino-Forest's share
prospectus offerings on June [, 2009 and December 10, 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 failing to include the bondholders who were allegedly harmed by the
same misconduct that rarmed the shareholders.

Labourers v, Sing-Forest

[157] In Labourers v. Sino-Forest, the proposed class action is on behalf of all persons
and entities wherever they may reside who acquired securities of Sino-Forest during the
petiod from and including Mareh 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 subgidiaries, affiliates,
officers, directors, senior employees, partners, legal representatives, heirs, predecessors,
successors and assigns, and any individual who is an imimediate member of the family
of an individual defendant.

[158] The class membership definition in Labourers v. Sino-Forest includes non-
Canadians who purchased shares or notes in Canada but excludes non-Canadians who
purchased in a foreign marketplace.

(1591 Challenging this definition, Kim Ormr submits that it is wrong in principle to
exchude persons whose claims will involve the same facts as other class members and
for whom if is arguable that Canadian courts may exercise jurisdiction and provide
acoess to justice.

Northwest v. Sing-Forest,

[160] In Northwest 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 affiliztes; the past and
present officers and direciors of Sino-Forest and its subsidiaries and affiliates; membhers
of the immediate family of any excluded person; the legal representatives, heirs,
successors, and assigns of any excluded person or entity; amd any entity in which any
excluded person or entity has or had a controlling interest.

[161] Challenging this definition, Koskie Minsky and Siskinds submit that the
proposed class in Northwest bas no geographical limits and, therefore, will face
jurisdictional 2nd choice of law challenges that do not withstand a cost benefit analysis,
It submits that Sino-Forest predominantly raised capital in Canadian cepital 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
securitics ontside of Canada risks undermining and delaying the claims of the great
majority of proposed class members whose clains do not face such jurisdictional
obstacles.
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7. Definition of Class Period
Smith v. Sino-Forest

[162] In Smith v. Sino-IForest, the class period is May 17, 2004 to August 26, 2011.
This class period starts with the release of Sino-Forest’s release of its 2003 Annual
Information Ferm, which indicated the use of authorized intermediaries, and it ends on
the day of the OSC’s cease-irade order.

(163] For comparison purposes, it should be noted that this class period has the earliest
start date and the latest finish date. Labourer's v. Sino-Smith aud Northwest v. Sino-
Forast both use the end date of the release of the Muddy Waters Report.

[164] In making comparisons, 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 arpument that the
Muddy Waters Report was a revelation of Sino-Forest’s misrepresentation but not a
corrective statement that would end the cansation 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 Smith v. Siro-Foresf and submits that
purchasers of shares or notes after the Muddy Waters Report was published do not have
viable claims and ought not be included as class members,

[167] Koskie Minsky and Biskinds’ submission is similar, and they regard the
extended end date as problematic in raising the issues of whether there were corrective
disclosures and of how Part XXIII.1 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-Forest's 2006 financial results were
agnounced, and it ends on the date of the publication of the 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 estimates that 99.5% of Sino-Forest’s shares retained afler June 2, 2011, had
been purchased after the March 19, 2007 commencement date. Thus, practically
speaking, there is almost nothing to be gained by an earlier 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 commg info force of Part
XXIIL1 of the Ontario Securities 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 XXIII.1 of the Act.

[172] For comparison putpaoses, the Zabourers class period has the latest start date and
shares the finish date used in the Northwest v. Stno-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 Mz. 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 Sino-Forest shares for less than $4.49 suffered no
damages, particularly under Part XXIIL1 of the Ontario Securities Act.

[I74] In past as a matter of principle, Kim Omr submits that Koskie Minsky and
Siskinds® approach to defining the class perod is wisound becanse it excludes class
members who, despite the mathematical modelling, may have genuine claims and are
heing denjed any opportunity for access to justice, Kim Orr submits it is wrong in
ptinciple to abandon these potential class members,

[175] Rechon Genova also submits that Koskie Minsky and Siskinds® approach to
defining the class period is wrong. It argues that Koskie Minsky and Siskinds® reliance
on a complex mathematical mode] to define class membership is arbifrary and unfair to
share purchasers with similar claims to those claimanis to be included as class members.
Rochon Genova criticizes Koskie Minsky and Siskinds’ approach as being the
condemned merits based approach to class definitions and for being the sin of excluding
class members because they may ultimately not succeed after a suecessful common
issues trial,

[176] Relying on what I wrote in Fischer v. {G Investment Management Lid., 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 ¢lass member.
Rochon Genova submits that the end date emiployed in Labourers v. Sino-Forest and
Northwest v. Sino-Forest is wrong,

Northwest v, Sino-Forest
[177] In Northwest v, Sino-Foresi, the class period is August 17, 2004 to June 2, 2011,

[178] This class period starts from 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
(Jung 2007, June 2009, and December 2009) and six note offerings (Angust 2004, July
2008, July 2009, December 2009, February 2010, and October 2010).

[179] For comparison purposes, the Northwest v. Sino-Forest class period beging 3
months later and ends three months sooner than the class period in Smith v. Sino-Forest.
The Northwest v. Sino-Forest class period beging approximately two-and-a-half years
earlier and ends at the same time as the class period in Labourers v. Sing-Forest,

[180] Kim Orr submits that its start date of August 17, 2004 is satisfactory, 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 ($4.49), which
indicates that share purchasers before August 2004 would not likely be able 10 claim
loss or darnages based on the public disclosures on June 2, 2011.
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[181] However, Koskie Minsky and Siskinds point put that 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 of the Smith defion and December 1,
2005, because with the exception of one trading day (January 24, 2005), Sino-Forest’s
shares never traded above $4.49 during that period.

8. Theory of the Case against the Defendants
Smith v. Sino-Farest

[182) In Smith v. Sino-Foresi, the theory of the case rests on the alleged non-armg’
length transfers between Sino-Forest and its subsidiaries and authorized intenmediaries,
that purported to be suppliers and customers. Rochon Genova’s irvestigations and
analysis suggest that there are numerous non-arms length inter-company transfers by
which Sino-Forest misappropriated investors' funds, exaggerated Simo-Forest’s
assets and revenues, and engaged in improper tax and aceounting practices.

[183] Mr. Smith alleges that Sino-Forest's quarterly inferim financjal statements,
andited anrual financial statements, and management's discussicn and analysis
reports, which are Core Documents as defined under the Omtario 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 Docunenis
failed to disclose an unlawful scheme of fabricated sales transactions and 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 disclose were
also made in press releases and in public oral statements. He submits that Chan, Hyde,
Horsley, Mak, Martin, Murtay, and Wang authorized, permitted or acquicsced in the
release of Core Documents and that Chan, Horsley, Martin, and Mwray made the
mistepresentations in public oral statements.

[185] In Smith v. Sino-Forest, Mr. Smith (and Mr. Colling) brings different claims
against different combinations of Defendants; visualize:

¢ misrepresentation in a prospectus under Part XXIII of the Ontgrio 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 againgt the defendants: Sino-
Forest, Chan, Horsley, Hyde, Mek, Martin, Murray, Wang, BDO and E&Y

s negligent, reckless, or fraudulent misrepresentation against Sino-Forest, Chan,
Horsley, Hyde, Mak, Martin, Murray, and Wang. This claim would appear {0
cover sales of shares in both the primary and secondary markets,

[186] 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, if 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 $, 2007, because of limitation period concerns
assoctated 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 pares.
98-100.

Labaurers v. Sino-Forest

[188] The theory of Labourers v. Sing-Forest is that Sino-Forest, along with its
officers, directors, and certain of its professional advisors, falsely represented that its
financial statements complied with GAAP, materially oversiated the size and value of
ity forestry assets, and made false and incomplete representations regarding its tax
liabilities, revenue recopnition, and related party transactions,

[189] The claims in Labourers v. Sino-Forest are largely limited to alleged
misrepresentations in Core Documents 83 defined in the Ontario Securities Act and
other Canadian securities legislation, Core Documents include prospectuses, annual
information forms, information circulars, financial statements, management discussion
& snalysis, and material change reports.

[190] The representative plaintiffs advance statutery claims and also common law
claims that certain defendants breached a duty of care and cormmitted the torts of
negligent misrepresentation and negligence. Thete are unjust enrichment, conspiracy,
and oppression remedy claims advanced against certain defendants.

[191] In Lgbourers v. Sino-Forest, different combinations of representative plaintiffs
advance different claims against different corabinations of defendents; visualize:

s Labourers’ Fund and Mr. Wong, purchasers of shares in a primary market
distribution, advance a statutory claim umnder Part XXIII of the Onfario
Securities Act against Sino-Forest, Chan, Horsley, Hyde, Mak, Martin, Muray,
Poon, Wang, E&Y, BDO, CIBC, Canaccord, Credit Suisse, Dundee, Maison,
Merrill, RBC, Scotia, TD and PSyry

s Labourers’ Fund and Mr. Wong, purchasers of shares in a primary market
distribution, advance a common law negligent misrepresentation 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 commeon misrepresentation that Sino-Forest’s financial
statements complied with GAPP

¢ Labourers’ Fund 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,
Canaceord, Credit Suisse, Dundee, Maison, Merrili, RBC, Scotia, TD and Pyry

e Grant, who purchased bonds in 2 primary market distribution, advences a
statutory claim under Part XXIII of the Ontario Securities Act against Sino-
Farest
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Grant, who purchased bonds in a primary market distribution, advances 2
common law negligent misrepresentation claim against Sino-Forest, ELY and
BDO based on the common misrepresentation that Sino-Fprest’s financial
statements complied with GAPP

Grant, who purchased bonds in a primary market distribution, advances a
commos law negligence claim against Sino-Forest, E&Y, BDO, Baunc of
America, Credit Suisse USA, and TD

All the representative plaintiffs, subject to leave being granted, advance claims
of mistepresentation in secondary market disclosure under Part XXTIL ] of the
Ontario Securities Act and, if necessary, equivalent provincial legislation, This
claim is against Sino-Forest, Ardell, Bowland, Chan, Hyde, Horsley, Mak,
Martin, Murray, Poon, Wang, West, E &Y, BDQO, and Pdyry

All of the representative plaintiffs, who purchased Sinc-Forest securities in the
secondary market, advance a common law negligent misrepresentation claim
against all of the Defendants except the underwriters based on the common
misrepresontation contained in the Core Docnments that Sino-Forest’s financial
statements eomplied with GAAP

All the representative plaintiffs sue Sino-Forest, Chan, Horsley, and Poon for
conspiracy. It is alleged that Sino-Forest, Chan, Horsley, and Poon conspired 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 entirely clear from the Statement of Claim, if seems that all the
representative plaintiffs sue Chan, Horsley, Mak, Martm, Murray, and Poon for
unjust enrichment in selling shares to clasy members at artificially inflated prices

While it is not entirely clear from the Statement of Claim, it ssems that all the
representative plaintiffs sue Sino-Forest for unjust enrichment for selling shares
at artificially inflated prices

While it is not entirely clear from the Statement of Claim, it seems that all the
representative plaintiffs sue Banc of America, Canaccord, CIBC, Credit Suisse,
Credit Suisse 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 remedy under the Canada
Business Corporations Act

Koskie Minsky and Siskinds submit that Labourers v. Sino-Farest is more

focused than Swmith and Nort/west because: (&) its class definition covers 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 nccurncy 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
purchasers and secondary market purchasers and so are less susceplible to motions to
strike.

[193] Koskie Minsky and Siskinds submit that save for background and context, little
is gained in the rival actions by including claims based on non-Core Documents, which
confront a higher threshold to establish liability under Part XXUIL1 of the Ontario
Securities Act.

Norttwest v. Sino-Forest
[194] The Northwest v. Sino-Forest Statement of Claitn focuses on an “Integrity
Representation,” which is defined as: “the representation in substance that Sino-Forest’s
overall reporting of its bugsiness operetions and financial statements was fair, complete,
accurate, and in conformity with international standards and the reqhirements of the
Ontario Securities Act and National Instrument 51-102, and that its accounts of its
growth and success could be trusted.”

[195] The Northwest v. Sino-Forest Statement of Claim alleges that all Defendants
made the Integrity Representation and that it was a false, misleading, or deceptive
steternent or omission. 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 the Muddy Waters Report.

[196] In Northwest v. Sino-Forest, the representative plaintiffs advance statutory
clalms under Parts XXIII and XXIL} of the Ontario Securities Act and a collection of
common law tort claims. Kim Or submits that to the extent, if any, that the statutory
claims do not provide complete remedies to class members, whether due to limitation
periods, liability caps, or other limitations, the common law claims may provide
covorage.

(197} In Northwest v. Sino-Forest, the plaintiffs advance different claims against
different combinations of defendants; visualize:

s With respect to the June 2009 and December 2009 prospectus, a cause of action
for violation of Part XXIII of the Ontario Securities Act against Sino-Forest,
the underwriter Defendants, the director Defendants, the Defendants who
consented to disclosure in the prospectus and the Defendants who sipned the
prospectus

s Negligent misrepresentation egainst all of the Defendants for disseminating
material misrepresentations about Sino-Forest in breach of a duty to exercise
appropriate care and diligence to ensure that the documents and statements
disseminated to the public about Sino-Forest were complete, truthful, and
accurate.

s 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 dissemninated to the investing
public including Class Members.

» Negligence against all the Defendants for a breach of a dufy of care to ensure
that Sino-Forest implemented and maintained adequate intemal controls,
procedures and policies to ensure that the company’s assets were protected and
its activities conformed to all iegal developments.

* Negligence ngainst the underwriter Defendauts, the note distributor Defendants,
the auditor Defendants, and the Poyry Defendants for breach of a duty 1o the
purchasers of Sino-Forest securities to perform 1their professional
responsibilities in connection with Sino-Forest with appropriate care and
diligence.

¢ Subject to leave being granted, a cause of action for violation of Part XXIII.1 of
the Omtario Securities Act pgainst 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
Pdyry Defendants,

[198] Kim Orr submits that Northwest v. Sino-Forest is more comprehensive than its
rivals and does not avoid asserting claims on the grounds that they may 1ake time to
litigate, may not be assured of success, or may involve a small portion of the fotal
potentizl class. It submits that its conception of Sino-Forest’s wrongdoirg better acconds
with the factual reality and makes for a more viable claim than does Koskie Minsky and
Siskinds’ focys on GAAP violations and Rochon Genova’s focus on the
misrepresentations associated with the use of autherized interinediaries. It denies
Koskie Minsky and Siskinds’ argument that it has pleaded overbroad tort claims.

f199] Koskie Minsky and Siskinds submit that its conspiracy claim against a few
defendants is focused and narrow, end it criticizes the broad fraud claim advenced 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;
Corfax Benefits Systems Lid. v. Fiducie Desjardins Inc., [1997} O.J. No, 5005 (Gen.
Div.) at paras. 28-36; Hughes v. Sunbeam Corp. (Canadaj, [2000] O.J, No. 4595
(8.C.J.) at paras. 25 and 38; and Toronto-Dominiorn Bank v. Leigh Instruments Lid
(Trustee of), [1998] O.J. No. 2637 (Gen. Div.) at para. 477, Koskie Mingky and
Siskinds submit that the speculative fraud action in Northwest v, Sino-Forest is
improper and would not advance the interesls of 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 itnposed 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, Mak, Martin, Murray, and Wang; nine
underwriters; namely, Cmnaccord, CIBC, Credit Suisse, Dundee, Maison, Memill,
RBC, Scotia, and TD;and Sino-Forest’s two auditors during the Clags Period, B
&Y and BDO,

[202] The Smith v, Sino-Forest Statement of Claim does not join Pyry because
Rochon Genova is of the view that the disclaimer clause in Poyry’s reports likely
insulates it from liability, and Rochon Genova believes that its joinder would be of
marginal utility and an unnecessary complication. It submits that joining Pdyry would
add unnecessary expense and delay to the litigation with little corresponding benefit
because of its jurisdiction and its potential defences,

Labourers v, Sino-Foresi

1203] In Labourers v. Sino-Forest, the Defendants are the same as in Smith v. Sino-
Forest with the additional joinder of Ardell, Bowland, Poon, West, Banc of America,
Credit Suisse (USA), and Pdyry.

[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, which are parties to Northwes! v, Sino-Forest,

f205] Koskie Minsky and Siskinds’ explanation for these non-joinders jg that the
activities of the underwriters added to Northwest v. Sinv-Forest otourred outside of the
class period in Labourers v. Sino-Forest and peither Lawrence nor Wong held a position
with Sino-Forest during the proposed class period and the action against Lawrence’s
Estate is probably statule-barred. (See Waschkowski v. Hopkinson Estate, [2000] O.J.
No. 470 (C.A.))

[206] Wong left Sino-Forest before Part XXIII.1 of the Ontario Securities Act came
into force, and Koskie Minsky and Siskinds submit that proving causation against Wong
will be difficult in light of the numerous alleged misrepresentations since his departure.
Moreover, the claim against him is likely statute-barred.

{207] Koskie Minsky and Siskinds submit that Chen, Maradin, and Zhao did not have
statutory duties and allegations that they owed eommon law duties will just lead to
motions to strike that hinder the progress of an action.

[208] Further, Koskie Minsky and Siskinds submit thet 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 af risk.

[209] Kim Oyr subinits 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
misteke, that those underwriters that may be liable and who may have insurance to
indemnify them for their ligbility, have been left out of Labourers v. Sino-Forest.
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Northwest v. Sino-Forest

[210] In Northwesi v. Sino-Forest, with one exception, the defendant$ are the same as
in Labourers v. Sino-Forest with the additional joinder of various officers of Sino-
Forest; namely: Chen, Ho, Hung, Ip, The Estate of John Lawrence, Maradin, Wong,
Yeung, and Zhao; the joinder of Pdyry Forest and JP Management; and the joinder of
more underwrifers; namely: Haywood, Merrill- Fenner, Morgan, and UBS.

[211] The one exception where Northwest v. Sino-Forest does not join a defendant
found in Labourers v, Sino-Forest is Bane of America.

f212] Kim Orr’s submits that its joinder of afl defendants who might arguably bear
some respornsibility 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 tuterests of the class
members that they be provided access to all appropriate routes to compensation. It
strongly denies Koskie Minsky and Siskinds’ allegation that Northwest v. Sino-Forest
takes a “shot-gun” and injudicions 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 P8yry,
Payry Forest, and JP Management as defendants to Smith v. Stno-Forest and that Koskie
Minsky and Siskinds have no good reason in Labourers v, Sino-Forest for suing P6yry
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 terms, Kim Orr submits, in effect, that Koskie
Minsky and Siskinds’ omission of the additional defendants is just laziness under the
guise of feigning a concem for avoiding delay and unnecessarily complicating an
alrcady complex proceeding.

10. Causes of Action

Smith v. Sino-Forest

[215] In Smith v. Sino-Forest, the causes of action advanced by Mr, Smith on behalf of
the class members are:

» mistepresentation in a prospectus under Part X X111 of the Ontarto Securities Act
« nepligent, reckless, or fraudnlent misrepresentation

» subject to leave being granted, misrepresentation in secondary market disclosure
under Part XXIII.1 of the Ontario Securities Act and, if necessary, equivalent
provingial legislation

Labowrers y. Sino-Forest

[216] In Labourers v. Sino-Forest, the causes of action advanced by wvarious
combinations of plaintiffs against various combinations of defendants are:

» misrepresentation in a prospectus under Part XXIII of the Onfario Securities Act

= negligent misrepresentation

N
N
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e subject to leave being granted misrepresentation in secondary market disclosure
under Part XXIIL1 of the Onfgrio Securities Act and, if necessary, equivalent
provincial legislation

» conspiracy

s unjust enrichment

» oppression remedy.

[217]

Kim Orr submits that the unjust enrchment claims and oppression remedy

claims seemed to be based on and add little fo the misrepresentation canscs of action. it
concedes that the conspiracy action may be a tenable claim but submits that its

conneclion to the disclosure issues that comprise the nuclens of the litigation is unclear.

Northwest v. Sino-Forest

[218] In Northwest v. Sino-Forest, the causes of action are:

* misrepresentalion in & prospectus in vielation of Part XXIII the Ontario

Secwritles Aect

e misrepresentation in an offering memorandum in violation of Part XXTI the
Ontaric Securities Act

» negligence

negligent misrapresentation

fraudulent misrepresentation

subject to leave being granted misrepresentation in secondary market disclosuce

under Part XXII1.1 of the Omtario Securities Act and,-if necessary, equivalent
provincia Jegislation

{219] The following chart is helpful in compsaring 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.

Cause of Actlan

Srzltie v, Sing-Forey,

Labourers v. Sino-Forest,

Northwest v, Slhio-Forest,

Tart XY of the Gatarks
Securitles Acr— pritory
muoiket sharey

Sino-Forest, Chan, Horsley,
Hyde, Mak,

Mariin, Murray, Weng,
Canaccord, CIBC, Credit
Suisse, Dundes, Matson,
Mermill, RBC, Scotie, TD,
E&Y, BDO'

Sing-Forest, Than,
Harshey, Byde, Mk,
Martin, Mnreay, Moon,
Wing, Canaesord, CIBL,
Cradit Sulsse, Dundee,
Meisan, Meritl, RRC,
Scotla, TD, E&Y, OO,
Payey

Sino-Forgat, Ardell,
Bowland, Chan Harsley,
Hyde, Mak, Martin,
Murray, Poon, Wang, West,
Canaccortl, CIBC Credit
Suisse, Credit Suisse
{USA), Dundee, Haywoad,
Muiscn, Merrill, Merrill-
Fenner

Margan, RHC,Scotia,

TD, UBS; E&Y, BDO,
Fuyry, Ptiyey Forese, JP
Management

[for June 2009 and Deg,
2009 prospectus]

Part XXIIT of the Ontarto
Securities Act— primary

Sing-Forest
[twa bond issues]

Sino-Forest
{six bond igsucs]
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market bonds

Megligent misrcprésentation
~ primery market shares

Sino-Forest, Chin,
Horsley, Hyde, Mak,
Martin, Murray, Wang,
B&Y,BDO

Sino-Forest, Chan, Harsley,
Hyde, Mazk,

Martin, Murray, Poan,
Wang, Canaccord, CIBC,
Credit Suisse, Dundes,
higizon, Memill, RBC,
Scotia, TD, E&Y, BDO,
Foyry

Sino-Farest, Ardell,
Bowland, Chan, Harelay,
Hyds, Mak, Marin,
Murray, Poon, Wang, West,
Chen, Ho, Hung, 1p,
Lwrente Estate, Maradin,
Wong. Yeung, Zhao,
Camaccord, CIBC, Credit
Suisge, Credit Suisse
{USA), Dundee, Haywood,
Maison, Memrill, Merd|l-
Femmet,

Morgan, RBC, Scotia,

TD, UBS, B&Y, BDO,
Poyry, Bayry Foresl, JP
Mandgement,

Negligent misreprescrtation
- primary market bonds

Sino-Forest, E&Y, BDO

Sino-Forest, Ardell,
Bowland, Chan, Horsley,
Flyde, Mak, Martin,
Murray, Poon, Wang, West,
Cheun, Hp, Hung, Ip,
Lawrence Bstate, Maradin,
Wang, Yeung, Zhao,
Capaceord, CIBC,

Crudit Snigse, Credit Suissi
{UsA), Dundee,

Haywand, Maisan,

Merrill, Marrill-Fenner,
Morgan, RBC, Scotlg,

Tn, UBS, B&Y,

BDO, Pyyry, Phyry Fonest,
JP Managemant

Negligenoe — pritnaty

Sino-Forest, Chan, Hyde,

[sce begligenece,

merket shares Horstey, Muk, Martin, prafessional negligence]
Murzay, 'non, Wing, I
&Y, BDO, CIBC,
Canagcord, Credit Suisse,
Bundes, Maon, Merrill,
RIC, Seolin, TD, Payry,
MNeglipence — pritnary Sino-Forest, B&Y, [8es neglipence,
market bonds BOO, Bane of Americg, professional negligence]
Credit Suisze JSA, TD
Negligense SinoForest, Avdel,
eilee Bawlard, Chan, Horsley,
Hyde, Mak, Martn,
Murray, Poon, Warrg, West,

Chen, Flo, Hung, Ip,
Lawrence Estale, Maradin,
Wong, Yeung, Zhao,
Cinaceord, CIBC,

Credit Suisse, Credit Svissc
(USA), Dundee,

Haywood, Maison, Menill,
Merrill-Feoner,

Morgan, RBC, Scotia,

TD, UBS, ELY, BDO,
Piyry, Poyry Forest, 1P
Managernent

“Professional Negligence |

Crnaccotd, CIBC, Credit

Suisse, Credit Suisse
{USA), Dundee, Haywood,
Muison,

Merrtll, Merill-Feaner,
Morgan, RAC, Stotia,

TD, UBS, E&Y, BDG,
Psyry, Pdyry Forest, JP
Mungpement
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Past XXIN,1 of the Oniario
Securities Act— seoondary
market shares

Alno-Faress, Chan,
Horstey, Hysle, Mnk,
Mactin, Murray, Wiag,
&Y, BIO

Sina-Ferest, Ardell,
Howland, Chan, Hyde ,
Harsley, Mak, Menin,
Musrray, Peon , Wang,
Weat, E&Y, BDO,
Poyry

Sino-Forest, Ardell,
Bowland, Chan, Horsley,
Hyie, Mek, Martit,
MMugray, Peon, Wang, West,
Chen, Ho, Hung, Ip,
Lawrenge Hstate, Maradii,
Wong, Yeung, Zhaa,
Canagcord,

CIBC, Credit Suisse,
Crodit Sujzse (USA),
Dundee, Heywagd, Malson,
Merril, Merrill-Fenner,
Maorgan, REC,Scotia, TD,
UBS, E&Y, BDO, Poyry,
Ptyyry Forest, IP
Managenient

Prrt XXIUIA of the Ontario
Securifies Act =~ seoandary
markel bonds

Sino-Forest, Ardetl,
Beowland, Chan, Hyde,
Harsloy, Mak, Martin,
Nureay, Poon, Wing,
Weal, E &Y, BDQ, Poyry

Sinp-Forest, Ardall,
Bowland, Chen, Horsley,
Hyde, Mek, Martin,
Murray, Pooh, Wang, West,
Chen, Ho, Hung, 1p,
Lawrence Estate, Maradin,
Wong, Yeung, Zhao,
Canaceord, CIBC,

Credit Suisso, Crodit Sulase
{USA), Dundee,

Maywood, Maison, Merrill,
Merrill-Fenner,

horgon, RBC, Scotia,

D, UBS, E&Y, BOQ,
Poyry, Pbyry Forest, 12
Management

Negiigent misrepresesitation
w secontary market shares

Sino-Forest, Chan, Horsley,
Hyde, Mal,

Martin, Murray, Wang,
E&Y, BDOQ

Slao-Farew, Avdell,
Bawlamd, Chen, Horsley,
ITyde, Mak, Muiln,
Murray, Poon, Wang,
E&Y, BDO, Payry

Sino-Parest, Ardell,
Bowland, Chan, Horsley,
Hyde, Muk, Martin,
Muray, Poon, Weng, West,
Chen, Ho, Huag, Ip,
Leawrente Estate, Macmdin,
Wong, Yroung, Zhao,
Canosccord, CIBC,

Credit Suisse, Credit Suisse
(USA), Trundec,

Haywood, Maison,

Merrill, Merril)-Fenner,
Morgan, RBC, Scotig, TD,
UB3, BE&Y, BDO, Phyty,
Piyry Parest, JP

Mnzagemant

Negligent misrepresentation
- secondary market bonds

Negligence - secondary
market shares

Sino-Forest, Ardeli,
Bawland, Chan, Horsley,
Hopbe, Wk, Martin,
Mutrny, Poon, Wing,
B&Y. BDO, Poyry

Slna-Forest, Ardet!,
Bowland, Chan, Horsley,
Hyde, Mak, Mertin,
Murray, Poorr, Wang, West,
Chen, Ho, Hung, Ip,
Lawrenge Estate, Maradin,
Wong, Yeung, Zheo,
Canageord, CIBC,

Credit Suigse, Credit Suitse
{USAY, Dundec,

Haywood, Maison, Merrill,
Moerrill-Fenner,

Morgen, RBEC, Scotia,

TD, UBS, B&Y,

BDO, Poyry, Poyry Forest,
JP Managergent

Sino-Forest, Chan, Horgley,
Hyde, Mak,
Martin, Murray, Poorn,
Wang, Canacenrd, CIBC,

[see negligence,
professional nepligenee]
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Credit Suisse, Dundes,
Maison, Merill, RBC,
Scotia, TD, ELY, BDO,
Poyry

Canspiracy

Bino-Forest, Chan, Horslsy,
Poon,

Pravdulant
Misrepresentallon - Bands,
shares

Sino-Forest, Ardell,
Bowland, Chan, Horsley,
Hyde, Mak, Martin,
Murmay, Poon, Wang, West,
Chen, I-in, Huog, In,
Lewrence Estate, Maradin,
Wong, Yeung, Zheo,
Canaccerd, CIBC, Credlt
Suisse, Credit Suisse
(USA), Pundee, Haywood,
Mejson, Merrill, Merrill-
Tenner, Morgan, RBC,
Scotia, TD,UBS, &Y,
BDO, Poyry, Pdyry Forest,
JP Mansgement

Unjugt Enrichment

Chan, Horsley, Mak,
Madtin, Morray, Poon,

Uniust Enrichment

Sino-Forest,

Unjust Bordchment

Bane of Amerlea,

Canaesord, CIRC, Credit
Suisse, Credit Suisse [JSA,
Dundes, Malson,

Merrill, RBC, Scotin,

TD

Oppression Remedy Simo-Forest, Chan, Horsley,
Hyde, Mak, Martin,
Mumay, Poon,

Wang

11. The Plaintiff and Defendant Correlation

[220] In class actions in Ontario, for every named defendant there must be a named
plaintiff with a cause of action agaiust that defendant: Ragoonanan v. Imperial Tobacco
Canada Ltd., [2000] O.J. No. 4597 (8.C.])) at para, 55 (8.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
caunct be the representative plaintiff for a class member who purchased in the primary
market: Menegon v, Philip Services Corp., [2001] O.J. No. 5547 (S.C.1.) at paras. 28-30
aff'd {2003] O.J. No. 8 (C.A.).

[222] Where the class includes non-resident elass members, they must be represented
by a representative plaintiff that is a non-resident: MeKenna v. Gaminon Gold Inc., 2010
ONSC 1591 at parns. 109, 117 and 184; Currie v. McDonald's Restaurants of Canada
Lid (2005), 74 O.R. (3d) 321 at para, 30 (C.A.).

[223] Koskie Minsky and Siskinds submit that Lagbourers v. Sino-Forest has no
Ragoonanan problems. However, they submit that the other actions have problems. For
example, unti] Mr. Colling volunteered, there was no representative plaintiff in Smith v.
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-cf-purchase issues. Mr. Smith made purchases
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during periods when some of the Dofendanis were not involved; viz. BDO, Canaceord
CIRC, Credit Suisse, Dundec, Maison, Meryill, RBC, Scotia, and T'D.

[224} Koskic Minsky and Siskinds subinit that nono of the representative plaintiffs in
Northwest v. Sino-Forest purchased notes in the primaty market for the 2007 prospocius
offering and thal the pluintiffs in Northwes! may have thning issues with respeet to thejr
clalms against Wong, Lawrence, JP Management, UBS, ITaywood and Morgan,

[225] Rochon Genova's and Kim Orr’s response is that thore ave no Rugoonanan
problems or no iremediable Ragoonanan problems.

12, Prospocts of Certitication

[226] Koskie Minsky and Siskinds (rmmed part of their arpnment in favour of their
lbieing selected for cartlage in (eims of the comparative prospecis of certification of the
rival actions. Thoy submiiied that Labourers v. Sina-Forest was carefully designed to
avoid the typical voud blocks placed by defondanis on (he route to certification and to
avold inel(iciencies and unproductive clatms or claims that on a cost-benefl{ analysis
would not be in the interests of the ¢lass to pursue. One of the typical roadblocks that
they referred to was challenges (o the jurisdiction of the Outavio Cowt over foreign
class members and foreign defendants who have not atiorned to the Ontavio Superior
Court of Justiee’s territorial jurisdiction,

[2271 Koskic Minsky and Siskinds submittcd that tholr representative plointiffs focns
their claims on a single misrepresentation fo avold the pitfalls of secking to certify a
negligent inisreprescntation claim with muliiple misrepresentations ovor a8 long period
of time. Such a clalm apparently falls inte a pit because it {s often not certified. Koskie
Minsky and Sigkinds say it is better fo craft a claim thal has higher prospects of
certification and leeve some claimsa bobind, They submit that the Supreme Court of
Canada accepted that a rcpresentative plaintiff is entitled to restrict their causes of
action to inake their claims more amenable to class procecdings: Rimley v. British
Columbia, (20011 3 S.C.R. 184 at pata, 30.

[228] Although Strith v. Sino-Foresr is even more focused thal Labourers v. Sino-
Forest, Roskie Mingky and Siskinds still submit ihat their approach is bettor hecause
Smith v. Sino-Forest goes o far in cutting out the bondholders® clajms and then loses
faeys by extending its cloims beyond the relcase of the Muddy Waters Report.

[229] In any cvent, Koskie Minsky and Siskinds submit that Labourers v, Stno-Forest
is belter because the namned plaintiffs arc able to advance statutoty and common law
claiins aguinst all of the named defendants, which arguably is not the case for the
plaintiffs in the olher actions, who may have Ragoonanan probloms or no tenable
clatims ageinst some of the named defendants, Fuether, Labourery arguably is better
because of a more focussed approach 1o muximize class recovery while avoiding the
costs and delays Inevilably linked with motions o striko.

[230} Kin Orr submits that its more comprehensive approach, where there are more
defendant pacties and expansive tort claims, is preferable o Labourers v. Sino-Iorest
ond Smith v. Sino-Irorest, Kim Orr submifs that it does not shirk asscrting claims
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because they may be difficult to litigete and it does not abandon class members who
may not be assured of success or who comprise a smalf 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 mot capture the wrongdoing at Sino-Forest for which many are
culpable and who should be held responsible. It submits that its approach will 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 olher 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 serious
difficulties relating to manageability, preferability, and potential conflicts of inferest
amongst class members that are not present in Smith v. Sino-Fores?. Rochon Genova
submits that it has developed a solid, straightforward theory of the case and made a
preat deal of progress in unearthing proof of Sino-Forest’s wrongdoing.

G.  CARRIAGE ORDER

1, Introduction

[233] With the explanation that follows, I stay Smith v. Sino-Forest and Northwest v,
Sino-Forest, and | award cartiage to Koskie Minsky and Siskinds in Labourers v. Sino-
Forest, In the race for carriage of an action againgt Sino-Forest, I would have ranked
Rochon Genova second and Kim Orr third,

[234] This is not an easy decision to make becausge class members would probebly be
well served by any of the rval law firms. Success in o carriage motion does not
determine which is the best law firm, it determines that having regard to the interests of
the plaintiffs and class members, 1o what is fair to the defendants, and to the policies
that underlie the class actions regime, there is a constollation of factors that favours
selecting one firm or group of firms as the best choice for a particular class actien.

[235] Having regard to the constellation of factors, in 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.

[236] 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 of defendants, and
prospects of certification.

[237] Of the determinative factors, the attribules of the representative plamtiffs is a
standalone factor. The other determinative factors are 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 fhirness to defendants, behaviour
modification, and judicial economy.
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[238] Below, I will first discuss the neutral or non-determinative factors. Then, I will
discuss the determinative factors, After discussing the afiributes 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 claims against
the defendants.

2. Neutral or Non-Deéterminative Factors

(2) Attributes of Class Counscl

[239] In the circunstances of the cases at bar, the attributes of the competing law firms
along with their associations with prestigious and prominent Amerivan class action
firtns is not determinative of carriage, 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 finms, although one might 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 forelgn law firm may provide o the Omtario lawyers who
are the lawyers of record, and Siskinds alluded to the spectrs of violations of the rules of
professional conduct and perhaps the evil of champerty and maintenance, It suggested
that it was unfair to class members to have to bear this risk associated with the
involvement of Milberg.

[241] However, at this juncture, I have no reason to believe that any of the competing
law firms, 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.

(h) Retainer, Legal, and Forensic Resources

[242] The circumstances of the retainers and the initiative shown by the law firms and
their efforts and resources expended by thein ars also not determinative factors in
deciding the carriage motions in the case at bar, although it is an enormous shame that it
may not be possible to share the frnits of these efforts once carriage is granted to one
action and not the others.

[243] As I have already noted above, the aggregate expenditure to develop the tactical
and strategic plans for litigation not including the costs of preparing for the carriage
motion are approximately $2 million. It seems that this effort by the respective law
firms has been fruitful and productive. All of the law firms claim thet their respective
efforts have yielded valuable information 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 & class action against Sino-Forest. For
different reasonable reasons, the statements of claim were filed at different times.
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[245] In the case at bar, I do not regard the prority of the commencement of the
actions as a meaningful factor, given that from the publication of the Muddy Waters
Report, all the firms responded immediately to explore the merits of a class action and
given that ell the firms plan to amend their original pleadings that commenced the
actions. In any event, I do not think that a carriage motion should be regarded as some
sort of take home exam where the competing law {irms heve a deadline for delivering a
statement of claim, else marks be deducted,

(c) Funding

[246] In my opinion, another non-detenminative factor is the circumstances that: (a)
the representative plaintiffs in Labourers v. Sire-Forest may apply for court approval
for third-party funding; (b) the plaintiffs in Northwest v. Sino-Forest may apply for
court approval for third-party funding or they may apply to the Class Proceedings Fund
to be protected from an adverse costs award; (c) Messrs. Smith and Cellins in Smith v
Sino-Forest may apply to the Class Proceedings Fund to be protected from an adverse
costs award; and (d) each of the law firms 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 have to deal with the
funding requests, but for present purpases, 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 Investmert,
Bitirente, and Northwest would seek an indemnity from their respective ¢{ass counsel.

[248] In any cvent, in my opinion, standing alone, the funding sitvation is not a
determinative factor to carriage, although it may be relevant to other factors that are
discussed below.

(d) Conflicty of Interest

[249] In the circurhstances of the case at bar, I also do not regard conflicts of interest
as a determinative factor,

[250] I do not see how the fact that Northwest, Batirente, and BC Investments made
their investments on behalf of others and allegedly suffered no losses themselves creates
a conflict of interest. It appears to me that they have the same fidneiary responsibilities
to their members as do Labourers’ Fund, Operating Engineers Fund, Sjunde AP-
Fonden, and Healthcare Manitoba.

[251] Northwest, Batirente, and BC Investments were the investors in the securities of
Sino-Forest and although there may be equitable or beneficial owners, under the
common law, they suffered the losses, just like the other investors in Sino-Forest
securities suffered losses. The fact that Northwest, Bétirente, and BC Investments held
the investments in trust for their members does not change the reality that they suffered
the losses,

77
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[252] 1t is alleged that Northwest, Bétirente, and BC Investinents, who were involved
in corporal¢ gpvernance matters agsociated with Sinc-Forest, failod to properly cvaluate
the risks of fnvesting in Sino-Forest, Based on (hese allegations, it is submitted that they
have a conflict of intercst. T disagree.

[253] Having repard o the main allcgation being that Sino-Forest was cngaged in a
corporale shell game that deceived cvoryone, it strikes me that il is almost a sputiously
speculative allcgation (o blume another viclim as being at fanll, However, oven if the
atlegation is true, the other elass imembers have no claim against Northwasi, Batirente,
and BC Investments, Tf there were a clalm, it would ho by the members of Northwest,
Rétirente, and BC Tayvestments, who ate not members ol the class suing Sino~Forest,
The uactual class members havo no clailm against Northwest, Bftivenle, and BC
Investments but have a common interest in pursuing Sino-loresl wnd the othor
defendants,

[254] Further, it {s arguable that Koskie Minsky and Siskinds arc incorieot in
suggesting thal in Comité syndical national de retraite Détirenfe inc. c. Soclérd
Jinancitre Monuvie, 2011 QCCS 13446, the Superior Cowit of Québec disqualified
Bativenfe #s a representative plaimtiff bocause there might be an issue about Bétirenle's
investment deeisions.

[253]) It appears to mo thal Justice Soldevida did not appoinl Bétivento as a
represeniailve plaintiff for a different rcason, The aotion in Qudbhec was a class action,
There were somo similaritios to the case al bar, insofar as Il was an action againsi a
corporation, Manulife, and its officers and directors for mistepresentations and [ailure to
fulfill disclosure obligations wnder securitics law. [n that action, the personal knowledge
of the investors was a [actor in their claims against Manulife, and Justice Soldovida [elt
that sophisticated investors, like Bfitirente, couid not be treuted on the same fuoting as
the average investor, It was in that conlexl hat she concluded that thore was an
appearanco of a conflict of interest belween Bétirente and the ¢lass menibers,

[256] Inthe caso at bay, however, particulatly for the statutory claims whete relianco js
presuincd, there is no reason to difforentiate the average investors from the sophisticated
oncs. I also do not see how the dlTerence between sophisticated and average fnvestors
would matter except porhaps al individual issues {tlals, where reasonable retiance might
be mn issue, if the matler ever gets that far,

[257] Another alleged conflict concerns the luets that BDO Canada, which is not a
defendant, is {he auditor of Labourers’ Fund, and Koskie Minsky and BDO Canada
have worked together on several matters. ‘Those civcumstances arc not conflicts of
interest. Thero is no reason to think that Labourers’ Fund and Koskie Minsky arc gaing
to pull their punches against BDO or would have any reason to do so.

[258] Tinally, turping to the major alleged conflict between the bondholders and the
sharcholders, speaking gencrally, the alleged conflicts of interest hotween (he
bondholders that invosted in Sino-Torcst and the shareholders that invesied in Sino-
Forest arise because the bondholders have a causc of action in debt in addition to theit
causes of eetion baged in tort or statutory misrepresentation claims, while, in contrast,
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the shareholders have only statutcry and common law claims based in
misrepresentation,

[2591 There is, however, within the context of the class action, no conflict of interest.
In the class action, only the misrepresentation claims are being advanced, and there is
no conflict between the bondholders and the shareholders in advancing these claims.
Both the bondholders and the shareholders seek to prove that they were deceived in
purchasing or holding on to their Sino-Forest securities. That 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 & conflict with shareholders not cenfronted with those special
defences.

[260] Assuming that the bondholders 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 that conflict, which at this juncture is
speculative, can be addressed now or later by constituting the bondholders as a subclass
and by the court’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 bend trustee pursue
only the debt claims, these bondholders may opt cut of the class proceeding assuming it
is certified.

[262] If there is a bankruptcy of Sing-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 not mean that, within the class action, whete
the bondholders and the shareholders both claim damages, i.e., unsecured claims, there
is a confliet of interest.

[263] The alleged conflict in the ¢ase at bar is different from the genuine conflict of
interest that was identified in Settington v. Merck Frost Canada Ltd., [2006] O.J. No.
379 (8.C.J.), where, for several reasons, the Merchant Law Firm was hot granted
carriage or permitted tp be part of the consortinm granted carriage in a pharmaceutical
products Hability class action against Merck,

[264] In Sertington, one ground for disqualification was that the Merchant Law firm
was counse] in a securities class action for different plaintiffs suing Merck for an
unsecured claim, If the securities class action claim was successful, then the prospects
of an unsecured recovery in the products liability class action might be imperiled, In the
case at bar, however, within the class action, the bondholders are not pursuing a
different canse of action from the shareholders: both are unsecured creditors for the
purposes of their damages’ claims arising from mistepresentation. If, in other
proceedings, the bondholders or their trustee successfully pursue recovery in debt, then
the threat to the prospects of recovery by the sharcholders arises in the normal way that
debt instruments have priority over equity instruments, which is a normal risk for
shareholders.
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[265] Put shortly, although the analysis may not be easy, there are no conflicts of
interest between the bondholders and the sharebolders within the class action that
cannot be handled by establishing a subclass for bondholders at the time of certification
or at the time a settlement is contemplated.

(¢) The Plaintiff and Defendant Correlation

[266) In Ragoonanan v. Imperial Tobacco Canada Lid, (2000), 51 OR. (3d) 603
(S.C.1.), i & proposed products liability class action, Mr. Regoonanan sued Imperial
Tobacco, Rothmans, and JTI-MacDonald, all cigarette manufacturers, He alleged that
the manufacturers had negligently designed their cigarettes by failing to make them
“fire safe.” Mr., Ragoonanan’s particular claim was againsi Imperial Tobacco, which
was the 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
Rothmans ot JTI-MacDonald.

{267) In Ragoonanan, Justice Cumming cstablished the principle in Ontario class
action law that there cannot be a cause of aclion 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 Ragoorangn principle was
exptessly endorsed by the Court of Appesl in Hughes v. Sunbeam Corp, (Canada) 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 every separate ceuse of action against a pamed 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 actiont B against
defendant X that it was necessary that there be a named representative plaintiff for both
the cause of action A v. X and for the cause of action B v. X. It wag arguable that if the
representative plaintiff had a claim against X, then he or she could represent others with
the same or different claims against X.

[269] Thus, there is room for a debate about the scope of the Ragoonanan principle,
and, indeed, it has been applied in the narrow way, just suggested, Provided that the
representative plaintiff has his or her own canse of action, the representative plaintiff
can assert a cause of action against a defendant on behalf of other class mambers that he
or she does not assert personally, provided that the causes of action all share a common
issue of law or of fact: Bowlanger v. Johnson & Johnson Corp., [2002] O.J. No. 1075
(5.C.J.) at para. 22, leave to appeal granted, [2002] O.J. No. 2135 (8.C.J.), varied
(2003), 64 O.R. (3d) 208 (Div. Ct.) at paras. 41, 48, varied [2003] O.J. No. 2218 (C.A.);
Healey v. Lakeridge Health Corp., [2006] O.J. No. 4277 (S.C.1); Matoni v. C.B.S.
Interactive Multimedia Inc., [2008] O.J. No. 197 (8.C.).) at paras. 71-77; Voutour v,
Pfizer Canada Inc., [2008] O.J. No. 3070 (8.C.).); Dobbie v. Arctic Glaciar mcome
Fund, 2011 ONSC 25 at para, 37. Thus, a representative plaintiff with damapes for
persopal injury can claim in respect of dependents with derivative claims provided that
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the statutes that create the derivative causes of action are properly pleaded: Voutour v.
Pfizer Canada Inc., supra; Boulanger v, Joknson & Johnson Corp., supra.

[270] As noted above, in the case ai bar, Koskie Minsky and Siskinds submit that
Labourers v. Sino-Forest has no problem with the Ragoenanan principle and that Smith
v. Sino-Forest and especially the more elaborate Northwest v. Sino-Forest confront
Ragoonanan problems,

[271] For the purposes of this carriage 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
Ragoonanun.

[272] The Rugoonanan problem is often easy to fix. The emergence of Mr, Collins in
Smith v. Sing-Forest to sue for the primary market shareholders is an example,
assuming that Mr. Smith's own claims against the defendants do not satisfy the
Ragoonanan principle. Thercfore, I do not regard the plaintiff and defendant correlation
as & determinative factor in determining carriage.

[273] Iiis also convenient here to add that I do not see the spectre of challenges to the
Superior Court’s jurisdiction over foreign class members or over the foreign defsndants
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) Attributes of the Proposed Representative Plaintiffs

[274] 1 turm now to the determinative factors that lead me to the conclusion that
carriage should be granted to Koskie Minsky and Siskinds in Labowrers v. Sine-Forest.

[275] The one determinative factor thet 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, Bitirente and BC
Investments, which collectively manage $92 billion in assets, as candidates to be
representative plaintiffs.

[277] Similarly, Koskie Minsky and Siskinds extolled the virtues of having Labourers’
Fund, Operating Engineers Fund, and Sjurde AP-Fonden as candidates for
representative plaintiff, along with the support of major class member Healthcare
Manitoba, Togcther, these parties to Labourers v. Siro-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 Orr.

[278] As I have already discussed above in the context of the discussion about
conflicts of interest, I do not regard Bitirente’s, and Northwest’s interest in corporate
govemance generally or its particular efforts to oversee Sino-Forest as a negative factor,
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[279] Ilowever, what may be u negative factor and what is the signature attributs of ull
of these candidates for representutive plaintiff {s that {( is havd to belicve that given their
{inanciul heft, they need the (asy Proceedings Ael, 1992 for access to justico or (o level
the Hiigation playing ficld or thai they need an indemnily to protect them from exposure
to an adverse costs award.

[280] Although thosc candidates for reprosentative plaintiff would scom {0 have
adequale resources to litigate, they seemn to be sceking to use a class action as a meyns
to secure an indemnity from class counsel or a third-parly funder for any cxposute to
cosls, If they arc gonhuinely serions about pursuing the defendants (o obtuin
compensation for tholr respective members, they wouki also scem to be prime
candidutes to opt oul of the class proceeding if they are not selected as a reprosentative
plaintiff

[2811 Mr, Rochon neatly argucd that the c¢luss proceedings reginie was deaigned for
litigants like Mr, Smith not litigants fike Tabourers ‘trust or Noslwest, Ile reforred to
the Private Securities Litigation Reform Act of 1995, legislation in {be United States that
was designed 1o encourage large institutions to participate in securliies cluss actions by
awarding them feadership of scewdiies actions nnder what is known as a “lcadership
order”, He lold me that the polley behind this legisiation was o discourage what are
konown ag “strikc suits;” namely, meritlcss secutities class actions hrought by
opportunistic cnlrepreneurial attorncys to oblain very remuncrative nuisance value
paymonis from the defendants to setlle non-meritorious claims,

[282] 1was told that the American legislators thought that appoeinting a lead pleintiff
on the basis of (ineneial intercst would ensure that institutional plainti{fy with expertisc
in the securities market and real fintmeial interests in tho integrity of the market would
conitol the litigation, not lawyers, See: LaSala v, Bardier ef IR, 519 R3d (21 (U8, Ct
App (3" Cir)) (2008) at p, 128; Tuft v. Ackormans, (2003), F.Supp.2d, 2003 WL 402789
at 1,2, D.I1 Webher, "The Plight of the Individusl Investor in Securitics Class Actions”
(2010) NYU Taw andl Economics Working Papers, pava, 216 at p. 7.

[283] Mr. Rochon pointed out that the litigation onvironment is different in Canada
and Ontarlo and that the provinces have taken a different approach to controlling strike
suits, Control is established genorally by requiring that a proposed class netion go
theough a certification process and by requiting a fairness heming for any settloments,
angd in the scourlties {teld, control is established by requiring leave for claims under Part
XXNL1 of the Ontario Securities Act. See Ainslie v. CV Yechnologies Ine. (2008)
93 (LR. (3d) 200 (S8.C.J.) at paras, 7, 10-13,

[284] In his factum, Mr, Rochon cloquently argued (hat individual investors viclinized
by securities fraud should have a volee in directing class actions. Mr. Smith lost
approximately half of his investment fostune; and according to Mr. Rochon, Mr, Smith
is an individual investor who is highly molivated, wants an actlye role, and wants to
have u vaice in the proceeding,

[285] While I was impresscd by Mr, Rochon’s argument, it did not take me to the
conclusions that the atltibules of the institutional candidates lor representative plaintiff
in Labourers v. Sino-Forest and in Northwest v, Sino-Forast when comparcd to (he
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atiributes 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] 1 think that it would be a mistake to have a categorical rule that an institutiopal
plaintiff with the resources to bring individual proceedings or the means fo opt-out of
class proceedings and go it alone should be disqualified or discouraged from being &
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 of the lawsnit on behalf of the class members.

[287] Although Mr. Smith and Mr. Collins might lose their voice, they might in the
circurnstances of 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 plaimiiff and class
counsel,

[288] 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 piaintiffs want but
do not need the access to justice provided by the Act, they are pursuing access to justice
in a way that vltimately benefits Mr. Smith and other class members should their actions
be certified as a class preceeding.

{289] On these matters, I agree with what Justice Rady said in McCann v. CP Ships
Ltd, [2009] O.J. No, 5182 (S.C.].) at paras. 104-103:
104. I recognize that access to jestice concerns mey not be engaged when a class is
comprised of large institutions with large claims, Autharity Yor this proposition is found in
Abdool v. Anahelmn Management Led (1995), 21 O.R. (3d) 453 (Div. Ct.). Moldaver J.
mado the following observation at p. 473:

As a rule, certification should have es its root a number of individual claims
which would otherwise be economicelly unfeasible to pursue, While not
necesgarily fatal to an order for certification, the absence of this important
underpinning will certainly weigh in the balance ageinst certification.

105, Nevertheless, | am satisfied on the basis of the record before ma that the individual
claims and those of small corporations would likely be economically unfeasible to pursue,
Further, there is no good principled resson that a large corporation should not be able to
avail itself of the class proceeding mechanisimn where the other objectives are met.

[290] Another goal of the Cluss Proceedings Act, 1992 is judicial economy, and the
avoidance of a multiplicity of actions. However, the Act envisions a multiplicity of
aclions 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 cannot opt out
is the representative plaintiff, and in the circumstances of the case at bar, one advantage
of granting carriage to oge 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 actien is that the institutional plaintiffs are already to a large extent representative
plaintiffs. They are already, practically speaking, suing on behalf of their own members,
who number in the hundreds of thousands. Their members suffered losses by the

Z
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investments made on their behalf by BC Investments, Bétirente, Northwest, Labourers’
Fund, Operating Enginecrs 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 settlements,

[292] These thoughts lead me to the conclusion that in the circwnstances of the case at
bar, a determinative factor that favours Labourers v, Sirno-Forest and Northwest v. Sino-
Forsst is the attributes of their candidates for representative plaiutiff, In this regard,
Labovrers v. Siro-Forest has the further advantage that it also has Mr. Grant and Mr,
Woeng, who are individual investors and who can give voice to the intetests of similarly
situated class members.

(b) Definition of Class Membership and Definition of Class Period

[293] The first group of inierrelated determinative factors is: definition of class
membership and definition of clags period. These factors concem 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 justice.

[294] Smith v. Sino-Forest offers no tickets to bondholders because it is submitted that
(g) the bondholders will fight with the shareholders about sharing the spoils of the
litigation, especially because the bondholders have priority over the sharchelders and
secured and protected claims in a bankruptey; (b} the bondholders will fight among
themselves about a variety of matters 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.

[2953] 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, I do not regard the
membership of hoth shareholders and bondholders in the class as raising
insurmountable conflicts of interest. The bondholders have essentially 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 bondholders are denied a ticket to one of the class actions
now at the Osgoode Hell 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 bondholders 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. 1t is preferable to
keep the bondholders on board sharing the train with any conflicts being managed by
the appointment of separate class counsel for the bondholders, who can form a subclass
at certification or later assuming that certification is granted.
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[297) As already noted abovs, 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
defandants may have defences to the misrepresentation claims of the bondholders is just
& 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 Capto v, Imperial Tobacco Lid., [2004] OJ. No. 299 (8.C.J), Justice
Winklet, 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 in an ection for which certification is being
sought. He stated.:
Although Rumlay v. British Columbia, [2001] 3 S.C.R. 184 holds that the plaintiffs can
arbitrarily restrict the causes of action asserted in order to make & proceeding more
amenable to certification (at 201), the seme does not hold true with respect to the proposed
class. Here the plaintiffs have not chosen to restrict the causes of astion asserted byt rather
attempt to make the action more amenable to certification by suggesting arbitrary
exclusions from the proposed class. This is diametrically opposite to the approach taken by
the plaintiffs in Rumiep, and one which has been expressly disapproved hy the Supreme
Court in Holtiek v. Toronie (Ciy), [2001] 3 S.C.R. 158, There, McLachlin C.J. made it
clear that the onus fulls on the putative represemtative to show that the "class is defined
sufficiently narrowly"” but without resort to arbitrary exciusion to achieve that result.....

[299] For shareholders, Smith v. Sino-Forest is more accommodating; indeed, it is the
most accommodsating, in offering tickets to shareholders to board the class action train,
Without prejudice to the arguments of the defendants, who may impugn any of the class
period or class membership definitions, and assuming that the bondholders are also
included, the best of the class periods for shareholders is thet found in Smith v. 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 their definitions for over-inclusiveness or for making the
class proceeding unmanagenble. Those atlacks may come, but I see no reason for the
plaintiffs in Labouwrers and Sino-Forest to leave at the station without tickets some
shareholders who may have arguable claims.

[301] I Mr. Torchio is correct that almost all of the shareholders would be covered by
the shortest class period that is found in Zabourers 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 clags definition on grounds of unmenageability or the class action as not
being the preferable pracedure, the longer class period definition will likely be
peripheral to the main contest.

[302] I do not see the extension of the class period beyond June 2, 2011, when the
Muddy Waters Report became public, as a problem. Put shortly, at this juncture, and
subject to what the defendants may later have fo sey, I agree with Rochon Genove’s
arguments about the appropriate class period end date for the shareholders.

[303] IfI am correct in this analysis so far, where it takes me is only to the conclusion
that the best class period definition for shateholders is found in Smith v, Sino-Forest. It

85



30

however, does not take me to the conclusion that carriage should be granted to Smith v.
Sino-Forest. Subject to what the defendants may have to say, the class definitions and
class period in Labourers v. Sino-Forest and in Northwest v. Sino-Forest appear to be
adequate, reasonable, certifiable, and likely consistent with the common issues that will
be forthcoming.

[304] Since for other reasons, I would grant cartiage to Labourers v, Sino-Forest, the
question I ask myself is whether the class definition in Labourers, which favourably
includes bondhalders, but which is not as good & 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 own question is no, especially since it is still possible to
amend the class definition so that it is not under-inclusive,

(e} Theory of the Case, Causes of Action, Jeindor of Defendants, and
Prospeety of Certification

[305] The second group of interrelated determinative 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 Swith 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 the 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 seems obvious that it would be in the best interests of class
members to grant carriage to the action that is most likely to be cextified and ultimately
successful at obtaining access to justice for the injured or, in this case, financially
harmed class members. And it also 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 policies of the Class Proceedings Act, 1992 to grant carriage to the
action that, to borrow ftom rule 1.04 or the Rules of Civil Procedure secures the just,
most expeditious and least expensive determination of the dispite on its merits.

(307]) While these points seem obvious, there is, however, a mejor problem in applying
them, because the court should not apd ¢annot go very far in determining the matters
that would be most determinative of camriage. A carriage motion is not the tme to
determine whether en action will satisfy the 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 expeditions and least expensive procedure to resolve the dispute,

[308] Xeeping this caution in mind, in my opinion, certain aspects of Northwest 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] Mere serious, in Northwest v. Sino-Forest, | find the employment and reliance
on the fort action of frandulent misrepresentation less desirable than the eauses of action
utilized to provide procedural and substantive justice to the class mmembers in Smith v,
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Sino-Forest end Labourers v. Sino~Forest. In my opinion, the fraudulent
misrepresentation action adds needless complexity and costs,

[310] While the finger-pointing of the OSC at Ho, Hung, Ip, and Yeung supports their
joinder, the joinder of Chen, Lawrence Estate, Maradin, Wong, and Zhao is mildly
troublesome. The joinder of defendants should be based on something more substantive
than their opportunity to be a wrongdper, and at this juncture it is not clear why Chen,
Lawrence Estate, Maradin, Wong, and Zhao have been joined to Northwest v. Sino-
Forest and not to the other proposed class actions. Their joinder, however, is only
mildly troublesome, because the plaintiffs In Northwest v. Sino-Forest may have
particulars of wrongdoing and have simply failed to plead them.

[311] Turning to the pleading of fraudulent misrepresentation, when it is far easier to
prove a claim in negligent misrcpresentation or negligence, the claim for fraudulent
misrepresentation seems o necdless provocation that will just fuel the defendants’
fervout to defend and to not settle the class action. Frand is e very serious allegation
because of the moral! and not just legal turpitude of it, end the allegation of fraud also
imperils insurance coverage that might be the source of a recovery for class members.

[312] Kim Orr has understated the difficulties the plaintiffs in Northwest v. Sino-
Forest will conftont in impugning the integrity of Sino-Forest, Ardell, Bowland, Chan,
Horsley, Hyde, Mak, Mattin, Murray, Poon, Wang, West, Chen, Ho, Hung, Ip,
Lawrence Estate, Maradin, Wong, Yeung, Zhao, Canaccord, CIBC, Credit Suisse,
Credit Suisse (USA), Dundee, Haywood, Maisen, Merrill, Merrill-Fenner, Morgan,
RBC, Scotia, TD, UBS, E&Y, BDO, Péyry, Péyry 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 corporation is responsible ncted 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 Lrd. (Trustee off, [1998] O.J, No. 2637 (Gen. Div.) at paras. 477-479,

[314] A claim for deceit or fraudulent misrepresentation typically breaks down into
five clements: (1) a false statement; (2) the defendant knowing thiat the statement is false
or being indifferent to its truth or falsity; (3) the defendant having an intent to decelve
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] Q.R. 301 (C.A.); Francis v. Dingman (1983), 2
D.L.R. (4th) 244 (Ont. C.A.}. The fraud elements are the second and third in this list.

[315] In the famous case of Derry v. Peek, the general issue was what counts as a
fraudulent misrepresentation. More particularly, the issue was whether a careless or
negligent misrepresentation without more could count as a fraudulent misrepresentation.
In the case, the defendants were responsible for a false staternent in a prospectus. The
prospectus, which was for the sale of shares in a tramway company, stated that the
cornpany was permitted to use steam power to work a tram line. The statement was false
because the directors hiad omitted the qualification that the use of steam pewer required
the consent of the Board of Trade. As it happened, the consent was not given, the fram
line would have to be driven by horses, and the company was wound-up, The Law
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Lords reviewed the evidence of the defendants individually and concluded that although
the defendants had all been careless in their use of language, they had honestly believed
what they had said in the 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 erder ro sustain an
action for deceit, there must be proof of fraud, and nothing short of that will suffice.
Secondly, fraad is proved when it is shewn that a false representation has been made (1)
knowingly, or {2) without belief in its truth, ar (3) recklessly, careless, whether it be true or
False. Although I have treated the second and third as distlkct cases, [ think the third is but
an instance of the second, for one who makes a statement under such siroumstances can
have no real bellef in the troth of what he states. To prevent a false statement being
fraudulent, there irust, I think be an honest belief in its ruth. And this probably covera the
whole ground, for one who knowingly alleges that which is false has abviously no such
honest helief. Thirdly, if ffaud is proved, the motive of the person guilty is immaterjal. It
matters not that there was no intenrtion to chent or injure the person to whom the statement
was mode.

[317] Lord Herschell’s third situation is the one that was at the heart of Derry v. Peek,
and 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 tnake & statement careless whether it be true or fulse, and therefore without any real
beliof in its truth, appears to me to be an essentially different thing from meking, through
want of care, a false statement, which is nevertheless honesily 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 g0 wamnting in care that the Court may think that there were no sufficient groands to
vrarrant his belief,

[318] Lord Herschell is saying that carelessness in making a statement does nat
necessarily entail that a person dogs not believe what he or she is saying. However, later
in his judpment, 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 quotation, where he states
that fraud is proven when it is shown that a false staternent was made recklessly,
careless whether it be true or false, stales 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. 44% (C.A.) at p. 471, Bowen, L.J. discussed
the role of carelessness or recklessness in establishing fraud; lie stated:

Not caring, in that context [i.e,, in the confext of an allegation of fraud), did not mean
taking care, it meant indifference to the truth, the maoral obliquity which consists of wilful
disregard of the importance of truth, and unless you keep it clear that that is the true
mearting of the term, you are constantly in danger of confusing the evidence from which the
inference of dishonssty in the mind may be drawn - evidence which consists In & grent
many cases of gross want of caution ~ with the inference of fraud, or of dishonesty itself,
which has to be drown after you have weighed gll the evidence.

[320] Bowen, L.J.’s statement alludes to the second element of what makes a
statement fraudulent. Deceit or fraudulent misrepresentation reguires that the defendant
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have “a wicked mind:” Le Lievre v. Gowld, [1893] 1 Q.B. 491 at p. 498, Fraud inveolves
intentional dishonesty, the intent being to deceive. If the plaintiff fails to prove this
mental element, then, as was the case in Derry v. Pesk, the claim is dismissed. To
succeed in an action for deceit or for fraudulent misrepresentatinn, the plaintiff must
show not orily that the defendant spoke falsely and contrary to belief but that the
defendant had the intent to deceive, which is to say he or she had the aim of inducing
the plaintiff to act mistakenly: BG Checo International Litd. 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 Derry 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 becavse 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 AR ER. 205 at p. 211; Beckman v, Wailace (1913), 29 O.LR. 96
(C.A.) at p. 101.

[322] In promoting its fraudulent misrepresentation claim, Kim Orr relied on Gregory
v. Jolley (2001), 54 O.R. (3d) 481 (C.A.), which was u case where a trial judge erred by
not applying the third branch of the test articulated 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 respect to the law, the trial judge's reagsons show thet he failed fo consider whether the
appellent had made out a case of fiaud on the basis of reckiessness, While he referred to a
case that in tuen referred to the test from Derry v. Peek, the reasons for judgment
demonstrate to my satisfaction that the triel judge simply did not take into .account the
possibility that fraud could be made out if the respomdeént made mistepresentations of
material et without regerd to their truth, The trial judge's reasons speak only of an
intention to defraud or of statements calculated to mislead or misrepresent. He makes no
reference to recklessness or 1o statements made without an honest belief in their truth. As
Derry v. Peek holds, that state of mind is sufficient proof of the mentel element required for
civil frnud, whatever the motive of the party making the representation. In another leading
cose on civil fraud, Edgington v, Firzmmurice, (1885), 29 Ch., D.459 at 481-B2 (C.A),
Bowen L.J. stated: "{It is immaterial whether they made the statement knowing it to be
untrue, or reckfessly, without cering whether it was true or not, bacause to make a statenent
recklessly for the purpose of influencing anather person is dishonest.” The failure to give
adequate consideration to the contention that the respondent had been reckless with the
wuth in regerd to the income figures he gave in order to obtain disability insurapce
constitutes an errar of law justifying the intervention of this court,

[323] From this passage, Kim O extracts the notion that there is a viable fraudulent
misrepresentation against forty defendants all of whom individually can be shown to be
reckless as opposed to carcless, That seems uniikely, but more to the point, recklessness
is only half the battle. The overall metive may not matter, but the defendant stil] must
have had the intent to deceive, which in Gregory v. Joiley was the intent to obtain
disability insurance to which he was not qualified to receive.
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[324] Recklessness alone is not emough to constitute fraudulent misrepresentation, as
Justice Cumming notes at para, 23 of his judgment in Hughes v. Sunbeam Corp.
(Canada), [2000] 0.J. No. 4595 (S.C.J.), where he states:

The representation must have been made with knowledge of #s falsehood or recklessnass

without belief in its truth, The representation must have been made by the representor with

the intention that ii should be acted upon by the representee and the representee must in fact

bave acted upon it,

{325] 1 conelude that the fraudulent misrepresentation action is a substantial weakness
in Northwest v. Sino-Forest. In faitness, 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 claims in Labourers seem superfluous; If Sino-Forest,
Chan, Horsley, Mak, Martin, Murray, Poon, Bane of America, Canaccord, CIBC, Credit
Suisse, Credit Suizse USA, Dundee, Muison, Merrill, RBC, Scotia and TD, 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 enrichment. If they are found not to have
committed any wreng, then there will be no basis for an unjust enrichment elaim for
recapture of the gains they made on share transactions or from their remuneration for
services rendered. In other words, the claims for unjust enrichment are unnecessary for
victory and they will not snatch victory if the other claims are defeated. Much the same
can be said about the oppression remedy claim, That said, these claims in Labourers v.
Sino-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 Northwest
v. Sino-Forest,

[327] For the puiposes of this carriage motion, [ have little to say about the “Integrity
Representation” approach to the misrepresentation claims thet are at the heart of the
claims aguinst the defendants in Northwest v. Sino-Forest or of the “GAAP”
mistepresentation employed in Labourers v. Sino-Forest, or the focus on the authorized
intermediaries in Smith v. Sino-Forest. Short of deciding the motion for certification,
there i3 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
sitnply saiisfied that the class members are hest served by the approach in Labourers v.
Sino-Forest.

[328] The cohesive, yet adequatcly comprehensive, approach used in Smith v. Sino-
Forest appears to me close to Labourars v. Sino-Forest, but in my opinion, Smith v.
Sino-Forest wants for the inclusion of the bondholders, and, as noted above, there are
other factors which favour Labourers v. Sino-Forest over 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]1 For the abpve Reasons, 1 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 the plaintiffs are not limited to the
ammendments sought as a part of this carriage motion. It will be for the plaintiffs to
decide whether some amendments are in order to respond to the lgssons leamed from
this carriage motion, and it is not top late to have more representative plaintiffs.

[331] I repeat that a camriage motion is without prejudice to the defendants’ rights to
challenge the pleadings and whether any padicular cause of action is legally tenable.

[332] Imake no order as to costs, which is in the usual course in carriage motions.

Released: January 6, 2012 _ Perell, I.

91






Released: January 6, 2012,

€
SO
L

CITATION: Smith v Sino-Forest Corporation, 2012 ONSC24
COURT FILE NO.: 11-CV-428238CP

COURT FILE NO.: 11-CV-431153CP

COURT FILE NO.: 11-CV-435826CP

DATE: January 6, 2012

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:
Douglas Smith and Zhongjun Goa
Plaintiff
-and -
Sino-Forest Corporation et al.
Defendants

AND BETWEEN:

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 Ontario

Plaintiff
-and -
Sino-Forest Corporation et al,
Defendants
AND BETWEEN:

Northwest & Ethical Invcestments L.P., Comité
Syndical National de Retraite Bitirente Inc.

Plaintiff
- and «
Sino-Forest Corporation et al.
Defendants

REASONS FOR DECISION

Perell, J.






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

ONTARIO
" SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT,R.8.C. 1985, 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
(Swarn November 29, 2012)

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

Republic of China, MAKE OATH AND SAY:

1. I am the Vice-Chairman and Chief Executive Officer of Sino-Forest Corporation (“SFC").
I therefore have personal knowledge of the matters set out below, except where otherwise stated.
Where I do not possess personal knowledge, T have stated the source of my information 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 terms 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 Initial Order Affidavit

(without exhibits) is attached as Exhibit "A".
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3. Al currency references in this affidavit refer to U.S. Dollars unless otherwise indicated.

4. This affidavit is sworn in support of a inotion by SFC for an order (the "Sanction Order™)
under section 6(1) of the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-36 (the
"CCAA") sanctioning an amended plan of comnpronuse and reorganization (the "Plan”) between
SFC and its creditors. Tunderstand that a draft of the form of Sanction Order being sought was
included in the Plan Supplement filed by SFC on November 21, 2012, and any further changes to

the forn of Sanction Order will be filed prior to the hearing,

5. This affidavit identifies a number of affidavits 1 have previously swom along with
Monitor's reports and other materials that SFC is relying on in support of the Sanction Order

motion. Such inaterials 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 Neweco (defined 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(2)(10) thereof for the issuance of the Newco Sbares, Neweco 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.
I.  BACKGROUND

7.  As I explained in greater detail in the Initial Order Affidavit, SFC is an integrated forest
plantation operator and forest products compeny, with most of its assets and the majority of its

business operations located in the southern and eastern regions of the People's Republic of China
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(the "PRC"). SFC's registered office is in Toronto and is principal business office is in Hong

Kong.

A.  Muddy Waters and SFC's Independent Committee

8. As a result of a report issned 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 RCMP.

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 turn 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 firm 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 inguiries and demands from securities regulators.

11. The IC was active and met frequently to supervise professionals and receive reports about

their progress.



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-Forcst's ownership of assets. The IC supervised the investigation and
preparation of three reporls that addressed those aspects, described the extensive work of the IC
and its advisors and the conclusions that could be rcached 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 three core areas: (i) the
verification of timber assets reported by Sino-Forest, (i) the value of the timber assets held by
Sino-Forest, and (iii) revenue recognition. In addition, in its First Intedm 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 Opinions

14.  Inlate Aupust 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 information 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 mermbers of management were placed on
admninistrative leave. The Board appointed me as Chief Executive Officer of SFC after Allen

Chan resigned as Chairman, CEQ and a Director, on August 28, 2011.
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16. Following the events of late August, 2011, the IC continued its investigalive work. From
late August 2011 onward, under the Board's oversight, considerable effort was directed at
determining if the issues identified by Muddy Waters and by investigative work to date could be
resolved with suffictent 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 acccleration and enforcement of approximately $1.8

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

17. Notwithstanding cousiderable efforls 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 opmion for
2011 in sufficient time to avoid defaults under SFC's Note Indentures, nor would it be possible to

issue third quarter 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.  Defaulis under the Indentures and the Support Agreement

20.  SFC's inability to file its third quarter 2011 financial staternents 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 defavlt arising from the failure to release the
SFC 2011 third quarter results. While the waiver aprecements prevented an acceleration of the
note indebtedness as a result of SFC's failure to file its 2011 third quarter results, the waiver
apreements would have expired on Aprl 30, 2012 (or any earlier termination of the waiver
agreements in accordance with their terms). In addition, SFC's pending failure to file its audited
financial statements for its fiscal year ended December 31, 2011 by March 30, 2012, would have
caused another potential acceleration and enforcement event, creating additional uncertainty

around SFC's business. -

21. Following extensive amm'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 iis note
indentures and the restructuring of ils business, and entered into a restructuring support
a;greement (the "Support Agreement"} on March 30, 2012, which was initially executed by
holders of SFC's Notes holding 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 Noleholders representing more than
72% of the agpregate principal amount of the Notes agreeing to support the restmicturing

contemplated by the Support Agreement.
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23.  Throughout this process, the Board and cerlain members of SFC management engaged

with the Ad Hoc Noteholders, both through counsel and dircetly on a principal-to-principal basis,

1o assist them in understanding the restructuring challenges faced by SFC and its stakeholders,

and to provide information to the Ad Hoc Noteholders in connection with their due diligence

efforts.

24, From a commercial perspective, Lhe 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 dale), 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;

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 elaims 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 April 30, 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 1n
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 circumstanecs facing SFC
and its Subsidiaries {as described abeve and in the Initial Order Affidavit) necessitated the
commencement of thcse 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 obtaincd an Initial Order under the CCAA on
March 30, 2012 (the "Initial Order"), pursuant to which a limited stay of proceedmgs was also
grantcd 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, Cctober 10, and November

23,2012, and unless forther 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 descnibed in the Initial Order Affidavit, SFC is a holding company with six direct
subsidiaries of SFC (the place of incotporation 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 Ine, {(BVI) and Sino-Forest International
(Barbados) Corporation (Barbados) (collectively, the "Direct Subsidiaries™). SFC also holds all

of the preference shares of Sino-Forest Resources Ine. (BVI).

30. In addition, SFC holds an indirect majority interest in Greenheart Group Limited
(Bermuda), an investinent holding company whose shares are listed on the Hong Kong Stock
Exchange. Together with its subsidiaries, Greenheart owns certain rights and ranages hardwood
forest concessions in the Republic of Surinamme 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. Greenheart and SFC operate out of separate

office buildings in Hong Kong.

31. Inchiding 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 ifs 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-Forcst" is used herein to refer to the global enterprise as a whole.
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32. 1 understand that in addition to claims against SFC, numecrous stakeholders have asserted
claims against the Subsidiarics 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 (hese
proceedings must provide a "clean break" between SFC and the Subsidiaries, Aceordingly, as
further described below, the Plan provides for the transfer of SFC's assets, ineluding 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. Asdiscussed above, the Support Apreement contemplated the sale of the assets of SFC (i.e.
its Subsidiaries) through a court-supervised sale process in which the assets of SFC 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 (he 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 financial advisor, Houlihan Lokey
("Houlihan™), to do all things reasonably necessary 1o porform 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 noteholders) 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 ont 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 Wall Street Journal with

respect to the Sale Process;

()] a teaser letter was sent to 85 potentially interested parties; and

{c) fourtecn confidentiality agreements were negotiated with parties who indicated an

interest in the business.

37. 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 ont in the Sale Process
Order, lo 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 intcrest 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 number of letters of intent were reccived by SFC on or about the June 28, 2012 deadline
sct out in the Salc Process Procedurcs. However, in accordance with the Sale Process Order,
SFC, Houlihan and the Monitor determined that none of the leiters of intent constituted a
Qualified Letter of Intent, becanse none of them offered to acquire the assets of SFC for the
Quatified Consideration. 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 ascertam all claims against SFC, its Subsidiaries and its directors and officers in order to
assess what impact such claims may bhave with respect to its restracturing. Accordingly, SFC, in
consultation with the Monitor, developed a claims process, which was approved by Order of this
Honourable Court on May 14, 2012 (the "Claims Process Order”), The Claims Process Order

was not appealed.

40. Under the Claims Process Order, Proofs of Claim and D&Q Proofs of Claim were required
to be filed with the Monitor on or before the Claims Bar Date (June 20, 2012), while
Restructuring Claims were required to be filed on or before the Restmcturing 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 Indemnuity Proofs of Claim were also required to be filed with
tbe Monitor on a date that was relative to when the director or officer received notice of a D&0O

Proof of Claim,

41. In order to identify the nature and extent of claims assertcd 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 purperted 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 Noteholders

43,  As indicated, at the date of filing, Sino-Forest had approximately $1.8 billion of principal

amotnt of debt owing under the Notes, plus accrued and unpaid interest. There ore four series of

Notes issued and outstanding, as follows:

(o)

(b)

(c)

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 "2017 Senior Notes"). These are
supported by guaraniees from 60 Subsidiaries and share pledges from ten of those

same Subsidiaries,

2016 Convertible Notes: There are $460 million in principal amount of
convertible puaranteed 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,

2014 Senior Notes: There arc $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 "2014 Senior Notes"). These notes are supported by
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supported by guarantees from 60 Subsidiaries and share pledges from ten of those

same Subsidiaries.

(d) 2013 Convertible Notes: There are $345 million in priocipal 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
approximately 40% of the aggregate principal amount of the four series of Notes. Pursuant to
certain notice provisions established in the Initial QOrder, 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 defined 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 13, 2012, Notcholders {including 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. Sharcholders / Former Noteholders

45.  As I explained in the Initial Qrder Affidavit, SFC and certain of its officers, directors and

employees, along with SFC's former auditors, tcchnical consultants and the Underwriters
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(defined below) involved in prior equity and debt offerings, have been named as defendants 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 iwo actions have been
consolidated and will move forward as one proceeding. The other two Ontario actions,

commenced by other counsel, have been stayed.

47.  Pursuant to fustice Perell's January 6, 2012 Order, Koskie Minsky LLP and Siskinds LLP
have filed a fresh as ainended Statement of Claim in the consolidated proceeding. A copy of that
amended Statement of Claim is attached as Exhibit "C". The plaintiffs in the Cntario Class
Action (the "Ontario Class Action Plaintiffs"), on behalf of current and former 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 of the alleged misrepresentations ranged from $546.5 million to $6.15 billion.

48. The Cntario Class Action Plaintiffs also asscrt claims on behalf of former holders of SFC's
Notes in the amounts 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, 2011, The Noteholder
component of this ¢laim 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 353 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 filed 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 in the Saskatchewan

class action,

50. Additionally, on January 27, 2012, a class action was commenced against SFC and other
defendants in the Suprcme 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 behaif 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 Yotk 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 Scenrities Purchascrs 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 fo represent the plaintiffs in the Ontario class action, and the Siskind firm is

plaintiff comnsel 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 conneetion 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 songht by SFC (the "Equity Claims Decision"}, finding at

paragraph 77 that "the claims advanced in the Shareholder Claims are clcarly equity claims.”

55. The Ad Hoc Securities Purchasers Commiitee did not appeal this decision. I am advised
by counsel that none of the parties who later appealed the decision suggested that the Cowrt's
determination 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 Appcal for

Ontario on November 23, 2012.

56. Conpsistent with the Equity Claims Decision, shareholder claims against SFC are

subordingted and not entiticd 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 Securitics Purchasers Commiiltee, in the good faith exercise of its
discretion, would be materially prejudicial to the interests of the Ad Hoc Securities Purchasers

Committce.

58. The Ad Hoc Securities Purchasers Committee will not oppose a Plan which provides that:
(i) all shareholder claims against SFC will be suhordinated 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);
end (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 discusscd below, the Plan preserves all of the aforementioned claims against defendants
to the 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 Aclion Claims to the Indemnified Noteholder

Class Action Limit,
60. SFC's existing shares will he cancelled pursuant to the Plan and the Plan Sanction Order.
C. Auditors

61. Since 2000 SFC has had two auditors: Emnst & Young LLP ("E&Y"), who acted as anditor
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. 1 understand from counsel to SEC 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
anditors 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
summary extract from E&Y's Proof of Claim is attached as Exhibit "H", A summary extract

from BDO's Proof of Claim is attachcd as Exhibit "T7.

63. In the Equity Claims Decision, the Court stated at paragraph 84 that "the claims of E&Y,
BDO 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 sharcholder class actions (which have
not yet been determined to be equity or debt claims) are treated as Unresolved Claims under the

Plan.
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66. The auditors have also asserted indemmification claims in respect of the class action claims
against themn by the former Noteholders, As these indemmnificalion claims have not becn
determined to be "equily 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. The
amount of these potential indenmmification 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 io contest
these judemnity claims, including the right to seck 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 sharcholders actions have been.

67. The auditors have also asserled claims against the Subsidiaries for, among other things,
indemnification in connection with the shareholder class actions. Those claims have iended to
treat SFC and the Subsidiarics interchangeably or as one collective entity. These claims are
released under the Plan in the same manner as the Noteholders' guarantee claims against the

Subsidiaries are released under the Plan.
D. Underwriters

68. In each rnstance where SFC has had a debt or equity public offering, such offering has
been underwritten. The following firms have acted ag SFC's underwriters and also have been
named as defendaats in the Ontario Class Action; Credit Suisse Securities (Canada) Inc., Credit

Suisse Securitics (USA) LLC, TD Sccurities Ine.,, Dundee Securities Corporation, RBC



21

Dominton Securities Inc., Scotia Capital Inc., CIBC World Markcts 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 sharcholder class actions. A copy of a representative sarnple of a proof of

claim filed by one of the Undcrwriters is attached as Exhibit "K".

70. The Equity Claims Decision discussed above, upheld by the Court of Appeal for Ontario,
applies equally to the Underwriters as it does to the auditors, Accordingly, the Underwriters'
indemnity claims in respect of shareholdcer 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 suditors, are

treated as Unresolved Claims 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 anditors' indemnification claims, the Plan provides
for these claims by placing Plan consideration in respect of the amount of these claimns into the

Unresolved Claims Reserve, limited to 2 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. Like 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 not seek monetary sanctions against any of the directors and officers of SFC in
excess of CADS100 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 "Q".
F. Trade Creditors and Other Creditors

8l. 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 claitms 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, T am not aware of any other creditors of significance

that have filed claims pursuant to the Claims Process Order.

1IV. EFFORTS AND ACHIEVEMENTS IN ARRIVING AT A NEGOTIATED
RESOLUTION

82. The fundamental component of SFC's proposed restructuring, being a complete separation
of the Subsidiaries and the Sino-Forest business from SPC in compromise of the claiins asserted

against SFC, has not cbanged since the commencement of these proceedings.

83. As indicated above, SFC obtained the support of 72% of the Notcholders to its proposed
restructuring at an eatly stage of this proceeding. On October 26, 2012, SFC also obtained the
non-objection to the Plan of the Ad Hoc Sceurities Purchasers Committee. Significant efforts

have been made to arrive at a consensual resolution with the other stakeholders described above.
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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 establishcd 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 fo potentially make them available to participants in the Sale Process and

additional documents that were requested by the Ad Hoc Securities Purchasers Committee.

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 ammiving at a
consensual resolution. I am advised by counsel that there havc been further discussions
continuing among certain of the parties since the conclusion of ithe mediation, but those
discussions have not resulted in a further setflement 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 extecnsive 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 QOctober 26,
2012, the Ad Hoc Securities Purchasers Committee confirmed that they would not object to the

October 19 Draft Plan,

88. As discussed above, SI'C’s main creditors consist of (i) the Noteholders and (it) the Third

Party Defendants whe claim indemnity from SFC and its subsidiaries on a contingent basis, the

x
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contingency being whether or not they are ultimately found to be liable in the shareholder and

noteholder class actions that are pending against them.

89. As aresult of the Equity Claims Decision, the Third Party Defendants’ indemnity claims in
respect of shareholder class action claims are subordinated equity 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 noteholder class action claims against them, these claims have
now been limited to 3150 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. THE PLAN
A. Background and Overview

90. On August 28, 2012, SFC brought a motion for an order approving the filing of the Plan
(the "Plan Filing and Meeting Qrder") and for calling a ineeting 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 issucd the Plan Filing and Meeting Order as
well as an cndorseinent stating that the Plan Filing and Meeting Qrder was made without any
determination of (a)} the test for approval of the Plan; (b) the validity or quantum of any claims;

and () 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, final and irrevoeable 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;

(c) to transfer ownership of the Sino-Forest business to Newco and then to Neweo 11,
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 Atfected 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 represcnts the best available outcome in the circmnstances and
that those 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 busincss of Sino-Forest
as a going concern than would result from a bankruptey or liquidation of SFC and Sino-Forest.
SFC also believes that the Plan reasonably tukes 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 that they arc found to be liable to SFC's stakeholders.
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94.  Given that the Salc Process was not successful, the Plan contemplates that a new company
and a further subsidiary ("Newco" and "Newco II", respectively) will be incorporated and SFC
will transfer substantially al} of its assets to Newco 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 tbe Snbsidiaries to SFC. Pursuant to the Plan, as explained in further detail

below, the shares of Newco will be distributed to the Affccted 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 28, 2012. Attached as Exhibijt "R" is a
copy of the Plan, as amended. Attached as Exhibit "$" is a blackline comparison of the Plan to
the October 19 Draft Plan filed with the Court. Attached as Exhibit "T" is a eopy of the Plan

Supplement dated November 21, 2012 (the "Plan Supplemcnt”).

B. Disiributions Under the Plan
96. The Plan contemplates the distribution of (1) Newco Shares, (2} Newco Notes, and (3)

Litigation Trust Interests, each as further described below.

1. Newco Shares

97. Pursuant to the terms of the Plan, Affected Creditors with Proven Claims are cntitled to
their pro-rata share of 92.5% of the Newco Shares and Early Consenting Noteholders also

entitled to their pro-rata share of 7.5% of the Neweo Shares.

98. As set out in Exhibit C to the Plan Supplement, Newco will be incorporated as an exempt
coropany under the laws of the Cayman Islands pursuant to the Plan, It will have a single class

of voling shares, being the Newco Shares. Newco is not, and there is 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 meeling. Certain shareholders

holding large blocks of shares will be entitled to ¢lect directors.

99.  As set out in Bxhibit C to the Plan Supplement, prior to the Plan Implementation Date, it is
intended that Newco will organize Newco II 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 transfeired by SFC to Neweo on the implementation of the Plan, The purpose
of this step is to organize Newco (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 Ewvergreen China Holdings Ltd. and Newco I will be named

Evergreen China Holdings II Ltd.

2. Newco Noles
101. Pursuant to the terms 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 terms used in
this paragraph), Newco Notcs in the aggregate principal amount of US3300 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 (he 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 Exhibit D to the Plan Supplement. The Newco Notes will mature seven (7) years
after the Original Issue Date, unlcss earlier redeemcd pursnant to the terms thereof and the

Indenture.

3. Litipation Trust Interests
103, Pursuant to the terms 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

Clajmants are entitled to their pro-rata share of 25% of the Litigation Trust Interests.

104. The Litigation Trust 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 hehalf of (i} SFC
against any and all third parties, and (i} the Note Indenture Trustees (on behalf of the
Noteholders) against any and all persons in connection with (he Notes; provided that Litigation
Trust Claims will not include claims released upder 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 Litipation Funding Amount, $1 million, Pursuant to the Plan, Newco may
subsequently elect to advance additional funding to the Litigation Trust. 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 defined in 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 hat, prior to the Plan Implementation Date,
SFC and (he Initial Consenting Noteholders may agree to exclude one or more claims from being
transferred to the Litigation Trust in which case such claims will be rcleased 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, limnitation defences and other defences that otherwise may
be asserted against SFC, and none of those equities, litigation defences and cther 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 Recscrve, 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 Officcrs 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 Conscnting Noteholders such that the Plan no longer provides for a
Directors’ Charge Reserve. The Monitor's Thirtecnth 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 hy the Monitor and the Initial Consenting Noteholders. The amount of the
Unaffectcd Claims Reserve will he established on the Plan Implementation Date and is estimated
to be $1,800,000. The amount of the Monitor's Post-Tmplementation Reserve will initially he
$5,000,000 or such other amount as may be agreed by SFC, the Monitor and the Initial

Consenting Noteholders.

110. Any funds remaining in the Administration Charge Reserve or the Unaffected Claims
Reserve will be transferred to the Monitor's Post-Implementation Reserve. The Monitor may, in
its discretion, release excess cash from the Monitor's Post-Implementation Reserve to Neweo,
Once the Monitor determines 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, Newce 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
limited to $150 million cellectively and in thc aggregate hy operation of the consensual
Indemnified Noteholder Class Action Limnit; (b) $30 million in respect of unresolved claims for
reimburserment 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 purposes 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 shonld 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 estahlishment 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 settlerment or final determination of the Unresolved Claim in accordance

with the Claims Process Order, the Meeting order, the Plan or otherwise, as applicable,

1. Indemnified Noteholder Class Action Claims

114. As1discussed above, there is a component of the class action claims that relates to the deht
issuances and, in some respect, some of the class action plaintiffs are former noteholders.
Section 4.4(a) of the Plan makes clear that those claims, as against SFC, the Subsidiaries or the
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, itrevocably 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 agprcgate

amount of such claims that may be asserted against Third Party Defendants in respect of
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Indemnified Noteholder Class Aclion Claims shall not exceed the Indemmified Noteholder Class
Action Limit, which has been established at a global amount of $150 million in the aggrepate for

all Third Party Defendants.

115. The Indemnified Noteholder Class Aclion Limit was established after extensive and
difficult negotiations and discussion spanning many months among the Ad Hoc Securities
Purchasers Committce, the Ad Hoc Noteholders and SFC. As a result of the limit, the maximum
exposure of the Third Party Defendants with respect to Indemnified Noteholder Class Action
Claims is, in 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 determine
whether Defence Cost Claims of the auditors and Underwriters would be treated in the same
mamer as thelr indenmity claims against the company. Accordingly, the Plan treats Defence
Cost Claims as Unresolved Claims, with the potential Plan consideration that could be
distributed in tespect of any such claims that could become Proven Claims to be held in the

Unresolved Claims Reserve,
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D. Releases Under the Plan

1t7. The Plan includes releascs for certain parties (the "Released Parties"), including cerlain
current and former directors and officers of SFC {collectively, the "Named Directors and
Officers"). The identification of the Named Directors and Officers and the scope of the releases
were heavily negotiated among various constituents as part of the negoliation of the Plan and

form a fundamenial 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;

¢9)] 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 Namcd 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 avzilable 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 INA Insuvrance with a policy limit of $15 million, with
excess layers provided by Chubb, ERIS (Lloyds) and Travelers (collectively, the "2011

Insurance Policics™). Slightly in excess of $10 million of the $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 werc 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 Policics 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 liahility for indemnifiable loss; and (c)
corporate liability arising from securities claims, The insurance policies are subject to a numbher

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 commencement of
these proceedings) if the claims asserred apainst the Subsidiaries anising 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 Subsidiarics which relate to claims asscried against SFC (as well as any claims that

the Subsidiaries have against SFC).
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¥I. 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 of Information 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 1hat such date could be extended by the Monitor with the consent
of SFC and the Initial Consenting Neteholders. The Mailing Date was ultimately set as October

24, 2012.

128. A separate order was cbtained by the Monitor on October 24, 2012 (the "Revised
Noteholder 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. Tbe 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 snch materials, subject to the terms of the Plan,
provided that the Monitor, SFC or the Chair shall communijcate the details of any such
amendments, restatements, modifications and/or supplements to Affeeted 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 Oider to Affected Creditors. The Plan (as amended on November 28, 2012) was
provided to the CCAA serviee 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, 1 believe that SFC has complied with all requirements in the Plan Filing and Meeting

Order with respeet to the mailing of the Meeting Materials.

B, The Meeting

133, The Plan Filing and Meeting Qrder authorized SFC to 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 sccking approval 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 Datc 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 cxtended to November 30, 2012, SFC issued a press release anmouncing this
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extension, and the Monitor's counsel also communicaied the fact of the cxtension 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 Qrder 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 Affected 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 Noteholder Class Action

Claims, provided thal 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 with 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&Q Indemnity Claim (other than
a D&O Indemmnity 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

Clains on the Voting Record Date,
VII. STEPS TAKEN AT THE OSC WITH 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 eollectively constituled an act in
furtherance of a trade, which would have been contrary to the TCTO first 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 Altemative Sale Transaction, provided that
the requisite creditor approval is obtained, this Honourable Court issues a sanction order, and
SFC has complied and is in compliancc 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 m 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. 1f granted, that order would result in SFC and Newco not being
reporting issuers in Ontaric or any other province in Canada following the implementation date

of the Plan.

VIII. PLAN SANCTION

A, SFC Has Complied with the CCAA and the Orders Granted in these Proceedings

144.  As I 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. Itis a "cornpany" 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 51,000,
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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 Qrders of the Court granted in these proccedings.
I am not aware, and I am advised by counsel that they are unaware, of any steps taken by SFC

that are not anthorized by the CCAA,

146. This 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 filed 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 Proccss Order; and ()
developments in SFC's business, including the difficulties SFC has experienced in realizing npon

and recovering receivables from third parties.

147. Accordingly, after consulting with counsel and reviewing tbe documents described
above, I believe that all steps taken by SFC since the inception of this proceeding have been

suthorized by the CCAA.

B. The Plan is Fair and Reasonable

148. Since the Muddy Waters report was issucd on June 2, 2011, SFC has expended
considerable efforts and resources examining alternatives to find the best possible resolution to

the igsues facing the company described zhove.
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149.  Pror to filing for the protection under the CCAA, SFC did everything within its power to
avoid the defanlts that ultimately forced it to commence insolvency proccedings. Howcver, 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 guarantecs and share pledges described above, would
have becn in a position to enforce their rights under the Note Indentures. Any alternative to the
commencement of CCAA procecdings 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 deternmine 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 Salc Process 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 acceptahle to ST'C 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 business 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 resident. The majority of SFC's business
operations are located in the PRC, and the majority of SFC's forest plantations are located in the
southem 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").

153, 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 heen detailed by the
Monitor in its earlier reports and which T 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 bave 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 thcse various

regions is speculative, at best.

154, Any creditors in a bankruptcy 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 huyer 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 are 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.  Amny 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 congern. 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 pieccineal dismantling of

the enterprise throupgh a bankruptey or liquidation.

156. In developing ihe Plan, I do not believe that SFC or the Board has 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 Decision, as affirmed
by the Court of Appeal. As Ihave 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 will 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 Claimg Rescrve, 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

putpose of the CCAA proceeding was to exiricate 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 1s a clear and rational connection between the release of the Subsidiaries 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 apainst SFC. The Subsidiaries are effectively contributing their assets to SEC 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 achicve a going concern outeome for the business of Sino-
Porest tbat 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 ereditors.

159.  The Plan preserves the rights of aggrieved parties, including SFC, to pursue those parties
that are allcged to share some or all of the respopsibility 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 Comumnittee 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. Ardetl, 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, Simen Murray, James F. O’Donnell, William P. Rosenfeld,

Peter Donghong Wanp, Garry West, Kee Y. Wong, and me.

161. I have described above the steps taken to mvestigate 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 remainimg 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 preater
recovery for SFC’s creditors, rather than preserve indemnification rights and dilutive

participation entitlements for the Named Directors and Officers.

164, For the reasons discussed above, SFC believes that the Plan provides a foir 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 inuch longer. There have already

been considerable strains on Sino-Forest’s business relationships and the company’s ability to
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colleet 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 forccast in the Monitor's Twelfth Report, while SFC has sufficient cash to
exist to February 1, 2013, SFC’s cash position is being rapidly depleted and SFC will likely have
msufficient 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.

SWORN BEFORE ME at the City of Hong
Kong, Special Administrative Region,

People's Republic of China, this 29® day of
MNovember, 20012

w

Chan Ching Yee W. Judson Martin

T Sotivinr
A Comrissioncr of Oaths  Reed Smith
Richards Butler
20/F Alcxandra House
Hoog Kong SAR
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Court File No,

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R,S,C, 19835, ¢, C-36, AS AMENDED

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

AFFIDAYIT OF W, JUDSON MARTIN
(Syorn March 30, 2012)

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

Republic of China, MAKE OATH AND SAY:

[.  Iamthe Vice-Chairman and Chief Executive Officer of Sing-Forest Corporation ("SFC").
1 therefore have personal knowledge of the matiers set out below, except where otherwise stated,
Where I do not possess personal knowledge, I have stated the source of my information and I

believe such information to be true.

2. This affidavit is sworn in support of an application by SFC for an initial order (the "Initial
Order") pursuant to the Companies’ Creditors Arrangemert Act {the "CCAA"), a sale process
order (the "Sale Process Order") and other requested relief. 1n preparing this affidavit, T have
cansulted with other members of SFC's senior management team and, where necessary, members

of the sentor management teams of certain of SI'C's subsidiaries.



3, Al references to dollar amounts contained in this affidavit are to United States Dollars

unless otherwise stated.,

I, OYERVYIEW

4,  SFC is a Canadian corporation and is the direct or indireet parent of approximately 140
subsidiaries, the majority of which arc incorporated in the People's Republic of China (the
"PRC"). The terms "Sino~Forest Companies" and "Sino-Forest" refer to the global enterprise as

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

5. Sino-Forest is a major integrated forest plantation operator and forest products company,
Its principal businesses include the ownership and management of plantation forests, the sale of
standing timber and wood logs, and the complementary manufacturing of downsiream
enginesred-wood products. The majorily of Sino-Forest's plantations are located in the southern

and eastern regions of the PRC, primarily in inland regions suitable for large-scale replanting,

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

Kong and Ontario, Cenada,

7. OnJune 2, 2011, Muddy Waters, LLC ("Muddy Waters"), which held a shoit position on
SIC's shares, published a report (the "MW Report") alleging that Sino-Forest, among other
things, was a "near total fraud" and a "Ponzi scheme.," SFC's board of directors (the "Board")

appointed an independent committee (the "IC") to investigate the Muddy Waters nllegations,

8. While the IC has been uble 1o address certain of the allogations made by Muddy Waters,
the MW Repoit has had a ripple effect in causing substantial damage to SFC, its business, and

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



itself embroiled in multiple class action proceedings across Canada and in the U.S,, (i) SFC is
the subject of Ontario Seourities Commission ("OSC"), Hong Kong Securities and PFutures
Commission ("HKSFC"), and Royal Canadian Mounted Police ("RCMP") investigations, and
(iif) SFC's Audit Commilice recommended, and the Board apreed, that SFC should defer the
release of SFC's third quarter 2011 financial staiements (the "Q3 Results") until certaln issues

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

9.  Significantly, SFC's inability to file its Q3 Results resulted In a default under Its note
indentures, which could have resulted in the acceleration and enforcement of approximately $1.8

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

10, Pollowing extensive discugsions with an ad hoc committee of noteholders (the "Ad Hoc
Noteholders"), holders of a mafority in principal amount of SFC's senior notes agreed to waive
the default arising from SFC's failure to release the Q3 Results on a timely basis, on ceririn
terms and conditions that were set forth in waiver agreements between certain of the noteholders
and SFC, which were made publicly available on January 12, 2012 and are attached as Exhibit

IIA'II'

11, While the waiver agreements prevented the indenture (rustees under the releyant note
indentures from accelerating and enforcing the note indebtedness as a result of SFC's fallure to
file its Q3 Resulis, those waiver agreements will expire on the earlier of April 30, 2012 and any
earlicr termination of the waiver agreemenis in accordance with their terms, In addition, SFC's
pending failure to file its awdited financial statements for jts fiseal year ended December 31,

2011 (the "2011 Results™) by March 30, 2012 wil! again pwi the indenture {rustees in a position
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to accelerate and enforce the bond indebtedness, creating additional uncerlainty around Sino-

[orest's business,

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

SFC to be In a position to obtain an audit opinion in relation to itg 2011 financlal statements,

13, However, notwithstanding ST'C's best efforts, many of these issues cannot be resolved to
the satisfaction of SFC's guditor or cannot be resolved within a {imeframe that would profect and
preserve the value of the business, and that would allow SFC to comply with its ohligations
under its note indentures. Therefore, absent a resolution with the not.cheldets, the indenture

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

14, Following extensive arm's length negotiations between SFC and the Ad Hoc Noteholders,
the parties agreed on the framework for a consensual resolution of SFC's defaults and the
restructuring of its business, and entered into a support agreement (the "Support Agreemeni™ on
March 30, 2012, which was executed by holders of SFC's notes holding approximately 40% of
the notes, The Support Agreement contemplates, and in fact provides an incentive for, additiona)
noleholders becoming party to the Support Agreement by way of joinder agreements,
Accordingly, T fully expeet that noteholders holding more than 50% of each series of notes will

ultimately sign up te the Support Agreement,

15, The Support Agreement provides that SFC will pursue m plan of arrangement or
compromise (the "Plan") on the terms set out in the Support Agreement in order to implement
the agreed-upon restruciuring transaction as part of this CCAA procceding which would, among

other things, (i} see ST'C's business operations conveyed to, and revitalized under, a ncw entity to
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be owned primarily by the notcholders ("SF Neweo"), (ii) provide stakeholders of SFC with
claims ranking behind the noteholders (the "Junior Constituenis") with certain participation
rights in SF Newco, end (iii) create (and provide funding for) a framework for the prosccution of
certain litigation claims for the benefit of certain of SFC's stakeheolders. The agreement also
provides that cach noteholder that is a signatory thereto (the "Consenting Noteholders") will vote

its notes in favour of the Plan at any meeting of ¢reditors,

16, The Support Agreement further provides that SFC will undertake a sale process (the "Sale
Process") in accordance with the sale process procedures (the "Sale Process Procedures") which
have been developed in consultation with the proposed moniior, and have been accepted by the

parties to the Support Agreement,

17, The Sale Process is intended to provide a "market test” by which third parties may propose
to aequire Sino-Forest's business operations through a CCAA Plan (in a manner that would under
certain scenarios potentially allow Junior Constituents o share in the proceeds -of a sale even
though the noteholders may not be paid in full} as an aliernative to the SF Newco restructuring

transaction between SFC and its notcholders, described above,

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

monitor's website at hitp://cleanada,Riconsulting com/sfe,

19, As described in greater deiail below, SFC's business operations are primarily in the PRC
and are held by SFC through intermediate holding companies incorporated (for the most part) in
cither the British Virgin Islands ("BVI") or Hong Kong. Most of these intermediate holding

companies are guaraniors of SFC's note indebtedness.



20, As {urther described below, as a result of the uncertainty created by the MW Report, Sino-
Forest's business has beon severely curtailed, and Sino-Forest's ability to grow its business has
been severcly reduced, Therefore, SFC now neceds to be restructured in order to continue the
development of the business and unlock the value of its asset bese for the bencfit of its
stakeholders, Further, although ihe PRC government has been generally cooperative and
sncouraging of Sino-TForest to date, it has expressed increasing concern as to the future of Sino-
Forest in the PRC., As discussed below, the ongoing support and relationship with the PRC

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

21,  Among other things, the Sino-Forest Companieg are (i) having a difficult time maintaining
existing and obtaining new credit in the PRC to help fund the PRC-based business operation and
in Hong Kong for the imported log trading business, (i) mnking very few purchases of new
timber {and thercfore not expanding their assel base), (iii) finding it difficult to collect their
accounts receivables, and (iv) receiving increasing demands on their accounts payable. 1 believe
that, If Sino-Forest's buginess is fo be saved in a marner beneficial 1o SFC's stakeholders, it i3

imperative that SFC take steps to demonstrate that Sino-Fores{'s business is being separaled from

the uncertainty created by the MW Report.

22, Accordingly, and for the reasons set out herein, the sommencement of a restructuring and
the Salc Process is urgently required and should be pursued to preserve SFC's business as a

going concern and thus the inherent value of the enterprise.

23. This application has been authorized by the Board,



I, PERSONAL BACKGROUND

24, I began my carcer with PricewaterhouseCoopers in 1979, In 1982 T joined Trizec
Corporation Lid, ("Trizec"), a Toronto Stock Exchange ("TSX") listed commaercial real estate
company then conirolled by the Brascan Group, During my 13 years with the group of
companies controlled by the Brascan Group, I held several senior positions, including Vice
President, Finance and Treasurer of Trizee, Executive Vice President and Chief Financial Officer
of Brookfield Development Corporation, end President and CBO of Trilon Secwnities

Corporation,

25,  After leaving the Brascan Group, 1 joined MIDC Corporation, where my positions included
Senior Executive Vice President, Chief Financlal Officer and Chief Operating Officer, and a

member of the company's board of directors,

26. In 1999, I was appointed Senior Bxecutive Vice President and Chief Financial Officer of
Alliance Atlantis Communications Ine, ("Alliance Atlaniis"}, then Canada's leading
entertalnment and broadcasting company that was then listed on the TSX and on the NASDAQ,
I ceased to be an executive and employec of Alliance Atlantis in 2005 due to health rensong and

thereafter acted as a congultant to Alliance Atlantis uniil 2007,

27, Thave been a director of SFC since 2006, I joined the Board in 2006 as an independent,
external director, 1 was appointed Lead Director in 2007, & pasition I held until June 2010, when
[ became an employee of SFC responsible for its acquisition of Greenheart Group Limited
(Bermuda) ("Greenheart”) and its subsidiaries {colleclivety, the "Greenhcart Group”). At that
time I became Bxccutive Vice-Chairman of SFC and, following SFC's acquisition of a majority

interest in Greenheart in August 2010, 1 became the CEQ and an Executive Director of
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Greenheart and in 2011 was appointed Chairman_of Greenheart, On August 26, 2011, T was
appointed as CEQ of SFC. 1 have Hved and worked out of FHeng Kong since becoming an

gmployee of SFC in 2010,

I, SINO-FOREST CORPORATION

A, Overview

28. STC was formed under the Business Corporations Act (Ontarlo) upon the amalgamation of
Mt. Kearsage Minerals Inc, and 1028412 Ontario Inc, pursuant {o articles of amalgamation dated
March 14, 1994, The articles of amalgamation werc amended by articles of amendment filed on
July 20, 1995 and May 20, 1999 to cffect certain changes in the provisions attaching to SFC's

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

29,  OnJunc 25, 2002, SFC filed articles of continuance to continue under the Canada Business
Corporations Act (the "CBCA"™), On June 22, 2004, SFC filed articles of amendment whereby
its class A subordinate-voting shares were reclassified as common shares and lts class B
multiple-voting shares were eliminated, A copy of the articles of continuance referred to above

is attached as Exhibli "C",

30, Subject to paragraph 31 below, copies of all SFC financial statements prepared during the
year preceding the application for the Initial Order are altached ag Exhibit "D", In considering
these financial statements, the Court should be aware that SFC cautioned in a January 10, 2012
press release, a copy of which is attached as Exhibit "E", that its historic financial statements
{upon which portions of this affidavit are based) and related sudit reports should not be relied

upon. The circumstances giving rise to the press release are discussed below.
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31,  Attached as Exhibit "T" i3 a copy of the management-prepared unsudited financial
statements for the third quarter of 2011, These stalements have nol been gpproved by SFC's
Audit Committee or the Board and are subject to the limitations described in the January 10,
2012 press release. Motreover, they have not been subject to the same level of Internal and
external review and analysis ag SFC's prior annuel audited and quarterly financial staternents.

These financial unaudited statements have not previovsly been publicly disclosed,

32, BSino-Forest is a publicly listed major integrated forest plantatlon operator and forest
products company, with assets predominantly in the PRC, s princlpal businesses include the
sale of standing timber and wood logs, the ownership and management of forest plantation {rees,
and the complementary manufactuiing of downstream engineered-wood products, As at
December 31, 2010, Sino-Forest reported approximately 788,700 hectares of forest plantations

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

33, In addition, SFC holds an indirect majority interest in Creenheart, & Hong Kong listed
investment holding company, which, together with its subsidiarles, as at March 31, 2011, owned
certain rights and managed approximately 312,000 hectares of hardwood forest concessions in
tho Republic of Suriname ("Suriname™) and 11,000 hectares of g radiata pine planiation on

13,000 hectares of freehold land in New Zealand.

34, While Greenheart is an indirect subsidinry of SEC, it has its own distinct operations and
financing arrangements and is not party to or a guarantor of the notes issued by SEC, Greenheart

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

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

Muddy Waters on June 2, 2011, discussed below, As such, the Greenheart Group and malters
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relating thereto are not infended to be affected by or included in this proceeding, Greenheart
Grovp has nevertheless been Impacted by the allegations made against Sino-Forest, Among
other things, Greenheart Group has previously relied on funding from SFC and could be
negatively impaeted if SFC's business ceases fo operate az a going concern, This in turn could

negatively impact the value of SFC's investment in Greenheart,

36. Since 1995, SFC has been a publicly listed company on the TSX with its shares traded
vnder the symbol *“TRE", SFC's registered office is in Mississauga, Ontario and its principal
executive offiee is in Hong Kong. Two of SFC's senior financlal officers reside in Ontarlo, as do

threo of itg external directors,

37. SFC has issued four series of notes which have a combined principal amount outstanding
of approximately $1,8 billion, Two of the series of noies are supported by guarantees from 64 of
SEC's subsidiaries (none of which are incorporated in the PRC), and the other two series of notes
are supported by guarantees from 60 of those same subsidiaries and share pledges from 10 of

those same subsidiaries,

38, Certnin other Sino-Forest Companies have their own distinet banking Tacilities which are
not intended o be affected by of included in this procceding, In particular, none of the
subsidiaries incorporated in the PRC are party to or guarantors of SFC's notes and are not

intended to be affected by or included in this proceeding,

B, Corperate Structure

39, SIC ig the sole shareholder of Sino-Pancl Holdings Limited {incorporated in the BYI),
Sino-Global Holdings Inc¢, (incorporated in the BYI), Sino-Panet Corporation (incorporated in

Canada), Sino~Wood Partners Limited (incorporated in Hong Kong), Sino-Capital Global Inc.
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(incorporated in the BYT), and Sino-Forest International (Barbados) Corporation (incorporated in
Barbados), SFC also holds all of the preference shares of Sino-Forest Resources Ine.
(incorporated in the BVI), Some of these subsidiaries have further direct and indirect
subsidiaries. A copy of the Sino-Forest corporate organization chart is attached as Exhibit "G”

{which includes certain major subsidiaries of Greenheart),

40, A total of 137 entities make wp the Sino-Forest Companies; 67 PRC incotporated entities
{wlth 12 branch companies), 58 BV incorporated entities, 7 Hong Kong incorporated entities, 2
Canadian entitics and 3 entities incorporated in other jurisdictions, A list of all subsidiaries with
addresses is attached as Exhibit "H" (which does not include subsidiaries of Greenheart, but does

contain Sino-Forest branch companles),

C, Capital Structure
1, Equity

41, The authorized share capital of SFC consists of an unlimited number of common shares
and an unlimited number of preference shares issuable in series. Each holder of commen shares
is entitled to one vole at meetings of sharcholders other than meetings of the holders of another

class of shares,

42. Each holder of common shares iy also entitled to receive dividends if, a3 and when
declared by the Board. Holders of common shares are also entitled to particlpate in any
distribution of net assets upon liquidation, dissolution or winding-up on an equal basis per share,
There are no pre-emptive, redemption, retraction, purchase or conversion rights attaching to the

common shares,
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43.  As at June 30, 2011, a total of 246,095,926 commen shares wete issued and outstanding,

No preference shares have been issued.

2. Debt

44, SFC has issued four series of notes which remain outstanding, The four series of notes
mature g various times between 2013 and 2017, The note indenture for each scries of notes
provides that it is governed by New York law. Bach note indenture contains a "no suits by
holders" clause, Other than the debt outstanding under the notes, SFC does not have any

significant levels of normal course payables,
(a) 2017 Senior Notes

45, On October 21, 2010, SFC issued guaranteed senior notes in the principal amount of $600
million, These notes mature on October 21, 2017, and interest Is payable semi-annually, on
April 21 and October 21, at a rate of 6,25% per annum, These notes are listed on the Singapore
Stock Bxchange and are supported by guarantees from 60 subsidiaries of SFC and share pledges

from 10 of those same subsidiaries. A copy of the relevant indenture is attached as Exhibit "I",
(b) 2016 Convertible Notes

46, On December 17, 2009, SFC issued convertible guaranteed noies in the principal amount
of $460 million, These notes mature on December 15, 2016, and interest is payable semni-
annually, on June 15 and December 15, at a rate of 4.25% per annum, Thesc notes are supported
by guarantecs from 64 subsidiaries of SFC. A copy of the relevant indenture Is attached as

Exhibit "J",

L7

_
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(e) 2014 Scnior Notes

47, On July 27, 2009, SFC issucd guaranteed senior notes in the principal amount of
$399,187,000, These notes mature on July 28, 2014, and interest is payebie semi-annually, en
January 26 and July 26, at a rate of 10.25% per annum. These notes are listed on the Singapore
Stock Exchange and are supported by guarantees from 60 subsidiarics of SFC and share pledges

from 10 of those same subsidiaries, A copy of the relevant indenture is attached as Exhibit 'K,

(d) 2013 Convertible Notes

A8,  OnJuly 23, 2008, SFC Issued convertible guaranteed notes in the principal pmount of $345
million, These notes mature on August 1, 2013, and interest is paysble semi-annually, on
February 1 and August 1, ai a rate of 5% per annum, Thesc notes are supported by guarantees

from 64 subsidiaries of 8FC, A copy of the relevent indenture is attached ag Bxhibit "L",

49, Inaddition to the four serles of notes issued by SFC, many of SRC's subsidiaries (including
the Greenheart Group and many of those incorporated in the PRC) have their own distinct
banking facilitles, including lending facilities, which are not intended to be affected by this

proceeding,

D, The Business Model
1. Plantation / Timber Rights in the PRC

50. There are four types of rights associated with plantations in the PRC, namely (i) plantation
land ownership, (i1} plantation land use rights, (iii} timber ownership, and (iv) timber yse rights,

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

(ol
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51. Generally, private enterpriscs cannot own plantation land in the PRC but may hold
plantation land usc rights for a specified duration (up to 70 years but typically 30 to 50 ycars),
timber ownership and timber use rights, However, forcign cnterprises cannof acquire land use

rights and can instead only acquire timber ownership or timber use rights.

52, The various rights associated with plantations in the PRC and the limitations on which
entifies can hold which rights were the driving forces behind Sino-Forest's complex business

models discussed below,

53, Tor ity (imber business in the PRC, Sino-Forest utilizes two models, one involying BVI
entities ("BVYIs"), and the other involving subsidiaries incorporated in the PRC as wholly foreign

owned enterprises ("WFOEs"),

2, The BVI Medel

54, Until 2004, due to resirictions on foreign companies carrying on business in fhe PRC, and
foreign ownership resirictions on land ownership and use rights, the BV1 structure was the model
primarily used by Sino-Foresi for ifs forestry business in the PRC. Sino-Forest has established
58 BV1 companies, 55 of which are puarantors of at least certain of SPC's notes, Not all of these
BVIs are involved in the BYI model or standing timber business, Of the 58, therc are 20
involyed in the BVI standing timber husiness while the remaining BVI1s are either holding

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

55, The Sino-Forest BY! entitics invelved in the standing timber business acquire standing
timber from suppliers. The suppliers are usually aggregators who acquire the standing timber
and, typically, land use rights from other suppliers or from original timber owners, such as

villagers or collectives, or from smaller aggregators. As non-PRC companies, the BVl1s could
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not and did not acquire land vse tights in the PRC, and instcad enly acquired the rights to timber

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

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

the BVI model of its standing timber business,

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

behalf of Sino-Forest,

58, Asat June 30, 2011, Sino-Forest therefore accumulated and rceognized a provision, based
on a probebility-weighted average of the amounts that the PRC tax authorities might seek to
recover under various scenarios, of $204,722,000 in its reporfed financial results to account for
this patential tax ligbility, The method used to caleulate this provision is explained at note 18 of
SFC's 2011 second quarter financial statements, which were previously attached., A similar
provision was included in SFC's 2010 Audited Financial Statoments and was audited by SFC's

external auditors,

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

the PRC is sirictly controlled through forcign exchange controls, As a result, the Sino-Forest



16

BVT entities do not directly pay the suppliers or teceive payments from the Als, Instead, they are
instructed fo make set-off payments under which, pursuant to the instructions of Sino-Forest, Als
directly or indireetly make payments directly or indirectly to Sino-Forest's suppliers for amounts
owed by Sino-Forest BVY entitiss to those suppliers, As a result, no cash actuaily flows ditectly
through the BVTs, SFC then rececives confirmations from the suppliers confirming that paymenis

have been made,

60, The BVT structure is the central diiver of asset value, revenue and income for Sino-Forest,
As at December 31, 2010, it accounted for $2.476 billion of book value (466,826 hecteres of
timber assets, representing approximately 59,2% of Sino-Forest's timber holdings by ares and
89.2% of its timber holdings by book value), $1,326 billion in revenue (representing
approximately 70% of Sino-Forest's revenue), and approximately $622 million of gross profit

{representing approximately 92,6% of Sino-Forest's gross profiis) for the year then ended,

61, The cashless nature of the BYI model means that Sino-Forest cannot obtain ¢esh from its
operations or monetize its assets without engaging in the complicated on-shoring process which
ig discussed furiher bolow, TFurthetmore, the set-off payment system necessitated by the BVI

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

3. The WIFOR Model

62, Commencing in 2004, the PRC's Ministry of Commerce permitted foreign Investors fo
invest in PRC-incorporated trading companies and to participate in most areas of the commodity
distribution industry, including the purchase of standing timber and land use rights throughout
the PRC. Prior to this time, WFOHEs were prohibited from engaging in the commodity

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

employed through the WFOE model (as opposed fo the BYI model),

64, Unlike BVIs, WFOEs can acquire land use rights or land leases as well as standing timber
rights, and can have bank accounts in the PRC, Because of the WFQEs' direct presence in the
PRC, they can also obtain finaneing from PRC banks to finance their operations, WFOEs ¢an log
the timber and sell both logs and standing timber to end customers, which means they do not
need (and do not use) Als, The WFOREs directly pay the suppliers for the standing timber and
directly recelve payment from end customers instead of utilizing the set-off arrangement used by

Sino-Forest's BVI entities in the BVI model,

63, As at December 31, 2010, Sino-Forest's WFOEs held approximately 244,000 hectares of
purchased plantations (representing approximately 30.9% of Sino-Forest's timber holdings by
area) and 77,700 hectares of planted plantations (representing approximately 9.9% of Sino-
Porest's timber holdings by ares), Purchased plantations and planted plantations are discussed in
further detail below, The WIFOR standing timber gssets accounted for approximately 10,8% of
Sino-Forest's timber holdings by book value, und represented approximatoely $298,6 million of
hook value, $74 miilion in revenue, and $10 million of income for the 2010 yeur before the

alloeation of corporate overhead,

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

pledged by their BVI parents.

d, On-shering Plan

67, Given the inhetcnt problems with the BVI structure and the relative advantages of the

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

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

68. The on-shoring prooess is expected to be a multi-year process due fo (i) the velume of
nssets that need to be moved into tbe WI'OR model, (if) the large number of different locations in

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

required with the various stalkeholders in each location, and (iv) SFC's limited regources,

K, Operations

69, Sino~Porest's operations are comprised of three core business segments, Wood fibre
operations and log irading are the primary revenue contributors, while manufacturing and other

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

1. Wood Fibre Opernations

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

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

71. Sino-Forest's upstream wood fibre operations generate the majority of its revenue,
accounting for 96.4% of total revenue in the year ended December 31, 2010, Most of the
standing timber and logs sold by Sino-Forest come from Sino-Forest's tree plantstions, located

primarily in the southern and eastern regions of the PRC,

72. Sino-Forest operates plantations for the wood fibre operations using two principal business
models: purchased and planted, each of which is explaincd in greater detail below, The

purchased planiation mode) operates through two legal structures: the BYI/AT legal structure

B
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and, to a lesser but growing extent, the WFQE legal structure, The planted plantations mode) is
operated exolusively through the WFOER legal structure, although the WFQOEs themselves are
typically held indirectly through a BVI holding structure. Many foreign investors, including well
known multi-national companies, hold their investments in the PRC in specigl purpose vehicles
established overseas in jurisdictions with a familiar and internationally accepted system of
corporate governance, For example, over 75% of blue chip companies listed on the Hong Kong
Stock Bxchange (Ylang Seng Index constituent stocks excluding the Finance Sub-Index) utilize

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

(a) Purchased Plantation Model

73, The purchased plantation model under the BYI/AI legal structure involves the purchase of
standing timber and sale of standing timber pursuant to standardized timber purchase agreements
and "entrusted sale agreements”, The standing timber purchased is generally on land owned by
collectives or villages, not PRC state-owned land, When conducted through the BVI/AT legal
structurs, of which 20 BYIs hold all of the BVI timber agsets, the timber purchases are arranged

through suppliers,

74, The BYI siructure does not involve the BYIs concurrently purchasing land use rights or
leases with the purchase of standing timber, as the BVIs cannot legally acquire land use rights.
However, the BYIs' supply contracts typically contain a right of first refusal for the BVIs to
acquire, or nominate an affiliate to acquire, the plantation land use rights afler the timber has
been harvested, Despite such cominon contractual pmvisions; such right has rarely, if ever, been

exerciged,

ol
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75. The BVIs do not sell standing timber directly to custamers. They sell under contract to the
Al (customer) who usually resells the standing timber to its own customers, The BVIs' timber
sales accounts receivables are settled by the Al making payments to suppliers (directly or
indirectly to other parties on their behalf) on behalf of Sino-Forest, The Al does not pay the
same supplier for the same (rees it is selling to its customers, It pays a supplier for {rees newly
purchased by Sino-Forest from that supplier, These payments made by way of set«off enable the
BVIs to acquire further standing timber from suppliers, which is matured and later sold. All BY1
purchases are funded through the set-off mechanism using accounts receivable owed to Sino-

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

76, WFOREs are also engaged in the purchase and sale of standing timber, When conducted
through a WFOE, purchases of standing timber are sometimes accompanied by concurrently
obtaining plantation land use rights or leases (which ave purchased plantations). WFOE sianding
limber iransactions do not involve payments by way of set-off. They are conducted on a direct

Fund transfer basis.

77. In both the BVI and WFOE structure, the purchase price of the {rees 1akes into account a
variely of faciors such as the frees’ specles, yield, age, size, quality and location, Other
considerations include soil and weather conditlons for reptanting, log prices, end regional market
location and demand, Sino-Forest does not typically need to conduct extensive planiation
management work with respect fo the trces growing on the purchased plantations, but docs take

measures to ensure that the trees are protected from pests, discase and theft,

460
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78, SPFC's approach is to purchase planiations in remote paris 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. Asat December 31, 2010, the purchased plantations under Sino-Forest management in the
PRC consisted of approximately 711,000 hectares, These plantationg consisted of s diverse mix
of tree species, predominantly pine, Chinese fir and evcalyptus. Purchasing trees allows Sino-
Forest to quickly expand its plantation portfolio geographlcally, as well as its inventory of

harvestable fibre and leasable land,

()  Planted Plantation Model

80. The planted plantation model is conducted by WFOEs, and involves obtaining plantation
land use rights, sometimes with standing timber and sometimes as bare land suitable for planting,
Sales from these planted plantations do not utilize the Al model but rather generally involve
direct fand trangfers to and from the WROEs' supplicrs and customers, As of December 31,
2010, SFC's planted plantations in the PRC operated through WFOEs comprised approximately

77,700 hectares.

81, Sino-Forest leases suitable land on a long-term basis, typically 30 to 50 years, and applies
scientifically advanced seedling technology and silviculture techniques to improve tree growth,
The mature trees are sold as standing (imber or as harvested Jogs, and then Sino-Forest replants

the land with seedlings,

82, Sino-F'orest's operating model allows for the sale of fibre either as standing tinber or

harvested logs, depending on its customers' preferences and market demand,

461
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83, Sino-Forest's planted plantations consist primarily of eucalyptus trees, a fast-growing high
yielding species. According to the seventh five-year National Forest Inventory released by the
State Foresiry Administration (2004 to 2008), it is estimated that the PRC has 193 million
hectares of forest resources, with approximately 120 million hectares of natural forest and 62
million hectares of plantation forest, The density of its total forest area was only 70 cubic metres

pei‘ hectare in the PRC,

84, The PRC government encourages the development of the plantation industry in the PRC,
In June 2003, the PRC State Council promuigated "The Notice on the Decision to Speed Up the
Development of Plantation Industry", Subsequently, in August 2007, "The Key Elements of the
Policies in Forestry Industry" was jointly promulgated by seven ministries including the State
Foresiry Administration, National Development and Reform Commission, Minisiry of Finance,
Ministry of Commerce, Sfate Administration of Taxation, Ching Banking Regulatory
Commission and China Seeurities Regulatory Commission to develop the non-state owned
plantation industry, and to encourage the participation of foreign investors in the plantation

indwstry, either solely or jointly with others,

85. The planted plantation model is generally viewed more favourably by the PRC government
because it demonstrates a long-term commitment to the forestry business, That long-term
commitment Is very important from the perspective of the PRC government in light of the fact

that demand for wood fihre in the PRC is approximatcly double that of available supply.

2, 1.og Trading Operations

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

wood-based products from the PRC and globally, and selling them in the domestic PRC market.

462
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87. These wood-based products consist primarily of large diameter logs, sawn timber, veneers
and other wood-based produets sourced from the PRC, Thailand, Suriname, Papua New Guinea,
Brazil, Vietnam, Russia and New Zealand, In these transactions, Sinc-Forest purchases wood-
based products that correspond to the requirements of wood dealers, and sells directly 1o these

dealers. Sino-Forest's customers in these {ransactions are primarily wood dealers in the PRC,

3. Manufacturing and Other Operations

88, Sino-Forest currently has manufgeturing 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 for property developers and other organizations,

89, Inorder to maximize and increase the velue of Sino-Forest's forestry produets, Sino~-Forest
has been investing in research and development ("R&D"), On January 12, 2010, Sinc-Forest
announced ii8 acquisition of HOMIX LIMITED ("HOMIX™) in order to enhance its R&D
portfolie, HOMIX has an R&D laboratory and two engineered-wood production operations
based in Guangdong and Jiangsu provinces, covering easfern and southern PRC wood product
markets, HOMIX develops a number of new technologies suitable for domestic plantation logs
including poplar and eucatyptus species, FIOMIX specializes in ocuring, drying and dyeing
methods for gngineered-wood and has the kmow-how to produce recomposed wood products and
laminated veneer lumber. Recomposed wood technology is considered to be environmentally
friendly and versatile, as it uses fibre from forest plantations, recycled wood and/or wood

residue,

e
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90, The goal of Slno-Forest's R&D cfforts has been to improve tree plentation yields and the
quelity of the trees grown on Sino-Forest's plantations, While performing R&D activitlcs, Sino-
Forest from time to time coflaborates with, and receives assistance from, research and academic
institutions in the PRC, Sino-Forest's R&D efforts are viewed very positively in the PRC as they
also demonsirate a long-term commiiment to the forestry business in the PRC and can help

address the significant shortage of wond fibwe in the PRC,

F, Sales

91, Substantially all of Sine-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 were $51.3 million. In the year ended December 31, 2010, sales to
customers in the PRC of standing timber, logs and other wood-based products accounted for

substantially all of Sino-Forest's revenue,

G. Suppliers

92. Logs and wood-based products supplied through Simo-Forest's trading activitles are
sourced primarily from suppliers outside the PRC. These produets are also sourced for Sino-
Forest trading activities from overseas, primarily from Thailand, Suriname, Papua New Cuinea,
Brazil, Vietnam, Russia and Now Zealand, The credit terms granted by suppliers of these
products generally range from one {o three months on open account and by fetters of credit.

Standing timber is sourced primarily from lecal suppliers in the PRC,

93, As discussed above, the PRC based suppliers are usually aggregafors whe eequire stonding
timber and/or land use rights from other suppliers or from original timber owners such as

villagers or collectives who have certified title to the land.



H, Employees

94, SFC currently has 3 employecs, Collectively, the Sino-Forest Companies employ a total of
approximately 3553 employees, with approximately 3460 located in the PRC and approximately
90 located in Hong Kong, The Greenheart Group employs an additional approximately 273

employecs,

I, Assets & Liabilities

95, The unconsolidated book values of 8RC's assets and liabilities as at June 30, 2011 are listed
below.! However, given that, as deseribed below, SFC is in default under the notes and the
indenture trustees would be in a position to accelerate and enforce on the notes but for the waiver
agrecments (subject to sending the appropriate notices and the cure period expiring), I heve
categorized the full amount of the notes (including the non-current porlion and the derivative

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

Current Assels Current Ligbllitles
Cash and cash equivalents® $5,676,040 Notes (cureent portlon) $87,670,000
Propayments’ $1,173,553 Notes” (non-current) $1,541,744,429
Other Reselvablos® $188,575 Notes Derivatlve Financia) instrument $47,858,210
Due from Intercoinpany’ $109,813,620 Trade Payable $2,202
QOthers Payable $231,723
Accrued Linbilities $39,087,268
Dus to Intercompany $1.818,313
Total Curvent Assets $116,851,788 Total Current Liabilities $1,703,012,145

"The charl only reflects the assols and liabllities of SIFC, and thercfore doss not accord with the consolidated
quarterly Tinanclal resulls for the sucond quarter endod June 30, 2011,

* Mainly reprosents cash on hand, cash al bank and shorl-term deposits with a maturliy of three months or Jess,

* Malnly represemls propuld jegal and professiona) fees and insuranco,

" The Noles (current portion), Notes {non-current) and Notos Derivative Financial Instrment do not equats on thls
balanee shoet to approximniely $1.8 bitlivn (lhe face velue of the noles) due fo the accounting ireatment of financing
vosts and the carrying value of the convertible notes,

* Mainly represents HST receivahles, staff advances and deposits,

S Non-interest bearing with no fixed date of repsyment,

A=
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Non-Current Assets Non-Current Liabilities
Property, Plant & Equipment’  $1,166
Investment in Subsidiaries® B1,589,153,984 Intercompany Loans $233,000,000
Intercompany Loans® $1,382,781,672
Total Non-Current Assots $3,171,236,822 Total Non-Current Liahilities $235,000,000
Total Assols $3,288,518,610 Total Lisbilities $1,938,012,145

96, With respect to the esscts, while they reflect an accurate implementation of the relevant
accounting policies, I do not believe that the book values of the assets refleet the realizable value
of thoge assets for a number of reasons, including the complexitics associated with the business,
the significant amount of intercompany loans owing to SFC, and the cosis and potential PRC tax
liabillties that may be payable if the assets were realized on, SFC is not able to simply monetize
its assets in the short term in order to satisfy ils obligations under the notes as a result of, ameng
other things, the hard to quantify potential PRC tax liability previously diseussed at paragraph 58

above and the stringent culreney exchange controls in the PRC.

97, As discussed above, Sino-Forest is not in a position to know whether or not the Als have in
fact remitted applicable taxes on behalf of Sino-Forest, Although Sino-Forest recognized a
provision as at June 30, 2011 of $204,722,000 in its reported financial results to account fot this
potential tax liability, Y am advised by SFC's counsel in the PRC, Ching Wo Ng at King & Wood
Mallesons, that the amount of the tax liabilities under PRC law artsing from the operation of the
RYIs could be significantly higher if responsible tax authorities take different views than that of

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

" Malnly represents office equipment,
¥ Misterical cost for Interests i subsidlaries,
? Interest bearing with defined terms of repayment dale,

N
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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 fo "look back”, whether certain tax preferential treatments apply
to foreign companies such as BYI entities, ang other relevant matters. The views on these issucs

may also differ from locality to locality,

98, In addition, as a result of the currency exchange conirols in the PRC, all cash to be
repatriated from the PRC is subject to approval from the State Administration of Foreign
Bxchange (the "SAFE"), T am advised by SFC's counsel in the PRC, Ching Wo Ng at King &
Wood Mallesons, that for normal and regular foreign exchange transactions in the PRC which
require the approval of SAFE, the applications for such approyals can normally be processed
within the time limits prescribed by law, However, the transactions undertaken by the BVIs in
respect of their foresiry assets in the PRC are very dissimilar to those contemplated by the
relevant rules and reguletions of the PRC, Therefore, there is no assurance that any application
to SAFE for repatriation of funds by the BV s can be processed within the time limits proseribed

by law, or within a reasonable time thereafier,

99,  As a result of Sine-Forest, among other things, operating in a critical natural resource
sector with insufficicnt supply in the PRC, investing in research and development Initiatives in
the PRC, and omploying a significant number of people in the PRC, it has generally enjoyed
positive working relationships with all levels of government in the PRC, However, I believe that
it Sino-Forest were to cease operating under a business strategy that is consistent with and
supportive of PRC government policy, including its policy on sustainabie forestry, for example,
investing in research and development or employing a significant number of people in the PRC,

Sino-Forest would enjoy much less favourable treatment from PRC government officials, and

o
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would likely have greater difficulties resolving the issues discussed above relating fo tax
liabilities and repatriation of gash. This is particularly true in respect of the BV structure where,
among other things, the ability to mccess cash is further impaired and Sino-Forest is not in a

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

NE Importance of Relationships to Doing Business in the PRC

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

forestry sector.,

101, The PRC has extensive resource needs, including in the foresiry sector, Historically,
forestry resources In the PRC have been collectively owned at a local level, Forestry resources
have largely been meanaged without the resources necessary to increasc yiclds and slow for

harvesting at o commercial level from a western forestry perspective,

102, Part of Sino-Forest's success has been attributable to its ahility to acquire forestry resources
from local sources of supply, at & good price, and to resell them at a good profit, Tn relation to
Sino-Forest's planted plantation model, Sino-Forest also has benefited from the application of
advanced silviculture techniques to those resources, Based on my interactions with PRC
government officials, I understand that the PRC government recognizes that for the industry to
mature, become efficient, and improve yields to reduce the fiber deficit, forest asset management

has to be consoliduted,

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

governments have been impoertant to Sino-Iovest’s success in the PRC, Loss of their supportt

N
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could, correspondingly, have significant negative consequences for Sino-Forest, for its ability to
continue to do business in the PRC, and its ability to continue to control its PRC-based assets for

the benefit of its stakeholders,

104, Sino-Forest's most important relationships have been and continue to be through Allen
Chan ("Chan"), From my obscrvations and experience, Chan has established significant
relationships in the PRC, and my understanding is that this is a direct resuli of his long-standing
personal confribution to the development of the forestry sector both through Sino-Forest and in a

personal capacity as an informal advisor to various relevant industry bodles,

105, Following the MW Report, Chan was requested to meet with officials in the PRC State
Forestry Administration ("SFA") and other senior officials on multiple occastons in Beijing, 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 continues to be consulted and respeeted within the PRC government as an expert in the
forestry industry, T therefore believe his continued participation will be extremely helpful in

allowing SI'C to unloek value in the PRC for the benefil of its stakeholders,

107, Notwithstanding the allegatiens in the MW Report (which have received widespread
coverage in the PRC and in Hong Kong), Chan has continued to be honoured within the PRC, In
November 2011, at the 2™ China Forestry BExpo, Chan was presented an "Outstandin