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AND TO: UBC Dominion Secur-ities Inc. 
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AND TO: Scotia Capital Inc. 
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AND TO: Credit Suisse Securities (USA) LLC 
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(c) "Ardell" means the defendant William E. Ardell; 

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

Incorporated; 

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

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

(g) "BVI" means British Virgin Islands; 

(h) "Canaccord" means the defendant Canaccord rinancial Ltd.; 

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

amended; 

U) "Chan" means the defendant Allen T.Y. Chan also known as ''Tak Yuen Chan"; 

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

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

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

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

Canada or on the Toronto Stock Exchange or other secondary market in Canada, 

which includes securities acquired oveHhe-countcr, and all persons and entities 

who acquired Sino's Securities during the Class Period who are resident of 

Canada or were resident of Canada at the time of acquisition and who acquired 

Sino's Securities m1tside of Canada, except the Excluded Persons; 

(n) "Class Period" means the period fi·om and including Ma1·ch 19, 2007 to and 

includiHg June 2, 20 II; 

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

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

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

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

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

the Underwriters; 

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

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

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

December I I, 2009; 

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

December 10, 2009, which Sino fi led on SEDAR on December 11, 2009; 

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

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

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

affiliates, officers, directors, senio1· employees, partners, legal representatives, 

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

ofthe immediate family of an Indtvidua] Defendantj 

(y) "Final Report" means the report of the IC, us that term is defined in paragraph 10 

hereof; 

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

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

(bb) "Horsley, means the dcrendant David J. Ho1·sley; 

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

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

Statements (filed on SEDAR on March 31, 2006), Q1 2006 Financial Statements 

S20 
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(tiled on SEDAR on May 11, 2006), the 2006 Annual Consolidated Financial 

Statements (filed on SEDAR on March 19, 2007), 2006 AJF (filed on SEDAR on 

March 30, 2007), 2006 Annual MD&A (filed on SEDAR on March 19, 2007), 

Management Information Circular dated April27, 2007 (filed on SEDAR on May 

4, 2007), Q1 2007 MD&A (filed on SEDAR on May 14, 2007), QI 2007 

Financia I Statements ('filed on SEDAR on May 14, 2007), June 2007 

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

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

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

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

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

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

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

Management Information Ci1·cular dated April 28, 2008 (filed on SEDAR on May 

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

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

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

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

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

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

Statements (filed on SEDAR on Mat·ch 16, 2009), 2008 Annual MD&A (tiled on 

SEDAR on March 16, 2009), Amended 2008 Annual MD&A (filed on SEDAR 

on March 17, 2009), 2008 AIF (filed on SEDAR on March 31, 2009), 

Management Information Circular dated April 28, 2009 (filed on SEDAR on May 

4, 2009), Ql 2009 MD&A (filed on SEUAR on May 11, 2009), Ql 2009 

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

Prospectus, June 2009 Offering Memorandum, Q2 2009 MD&A (tiled Ofl 

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

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

Q3 2009 Financial Statements (filed on SEDAR on Novembel' 12, 2009), 

December 2009 Prospectus, December 2009 Offering Memorandum, 2009 

- 5 21 
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Annual MD&A (filed on SEDAR on March 16, 201 0), 2009 Audited Annual 

Financial Statements (filed on SEDAR on March 16, 20 I 0), 2009 AIF (filed on 

SEDAR on March 31. 201 0), Management lnf01·mation Circular dated May 4, 

2010 (filed on SEDAR on May 11, 2010), Q1 2010 MD&A (filed on SEDAR on 

May 12, 201 0), Ql 2010 Financial Statements (filed on SEDAR on May I 2, 

2010), Q2 2010 MD&A (tiled on SEDAR on August 10, 2010), Q2 2010 

Financial Statements (filed on SEDAR on August 10, 20 I 0), October 2010 

Offering Memorandum, Q3 2010 MD& A (filed on SEDAR on November 1 0, 

201 0), Q3 2010 Financial Statements (filed on SEDAR on November 10, 201 0), 

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

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

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

on SEDAR on May 10. 2011); 

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

Bowland, Hyde, Mal{, Murray, Wang, and West, collectively; 

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

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

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

report on July 25, 2008; 

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

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

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

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

Guaranteed Senior Notes due 201 1 for new 10.25% Guaranteed Seniot· Notes due 

2014 which Sino filed on SEDAR as a schedule to a material ch!lnge report on 

June 25, 2009; 

(ii) "June 2009 Prospectus" metms Sino's Fina l Short Form Prospectus, dated June 

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

r; 2 ') 
'-' -..... 
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(lj) "Maison" means the defendant Maison Placements Canada Inc.; 

(kk) "Martin" means the defendant W. Judsof! Martin; 

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

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

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

(oo) ~'Muddy Waters" means Muddy Waters LLC; 

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

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

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

Guaranteed Senior Notes due 2017; 

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

Securities that occun-ed during the Cfass Period including the public offel'ings of 

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

2009 Prospectuses, as well as the offet·ings of Sino's notes pursuant to the July 

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

collectively; 

(ss) "OSA" means the Securities Act, RSO 1990 c S.S, as amended; 

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

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

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

Union of Operating Engineers Local 793 Pension Plan for Operating Engineer·s in 

Ontar·io ("Operating Engineers"), Sjuncle AP-Fonden ("AP7"), David C. Grant 

C'Gt·an t"), and Robert Wong ("Wong"), oollectively; 

(vv) "Poon" means the defendant Kai Kit Poon; 

52 3 
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(ww) "Poyry" means the defendant, Poyry (Beijing) Constllting Company Limited; 

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

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

withGAAP; 

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

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

(bbb) "Second Report" means the Second Interim Report of the IC, as that tem1 is 

defined in paragraph 1 0 hereof; 

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

the OSA; 

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

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

Secwlties Act, CCSM c 850, as amended; the Securities Act, SNB 2004, c S-5.5, 

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

Act, SNWT 2008, c I 0, as amended; the Securities Act, RSNS 1989, c 418, as 

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

RSPEI1988, c 8~3.1, as amended; the Securities Act, RSQ c V-1.1, as amended; 

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

Act, SY 2007, c 16, as amended; 

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

Canadian Securities Administrators; 

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

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

collectively; 

(ggg) "TD" means the de:fendant TO Secul'itics Inc.; 

52 4 
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(hhh) "TSX" means the Toronto Stock Exchange; 

(iii) "Underwt'iters" means Bane of America, Canaccord, CIBC, Credit Suisse, 

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

co llectively; 

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

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

(lll) "WFOE" means wholly fol'eign owned enterprise or an enterprise established in 

China in accot·dance with the relevant PRC laws, with capital provided solely by 

fore ign investors. 
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II. CLAIM 

2, The Plaintiffs claim: 

(a) An order ce1iifying this action as a class proceeding and appointing the Plaintiffs 

as representative plaintiffs fot· the Class, or stJch other class as may be certified by 

the Court; 

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

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

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

Legislation; 

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

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

misrepresentations constituted misrepresentations, both at law and within the 

meaning of the Securities Legislation; 

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

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

(e) A declaration that the Underwritct·s, E&Y, BDO and P6yry are each vicariously 

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

and employees: 

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

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

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

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

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

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

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

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

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

~2 6 
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Poon, Horsley, Wang, Ma1tin, Mak, Murray, Hyde, Pl5yry, E&Y, Dundee, 

Men·ill, Credit Suisse, Scotia and TD, general damages in the sum of 

$330,000,000; 

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

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

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

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

general damages in the st1m of$319,200,000; 

U) On behalf of all the Class Members who purchased Sino's 5% Convertible Senior 

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

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

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

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

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

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

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

million; 

(I) On behalf of all the Class Members who purchased Sino 's 4.25% Corwertible 

Senior Notes due 2016 pursuant to the December 2009 Offering Memorandum, 

and as against Sino, Chan, Poon, Horsley, Wa ng, Martin, Mak, Murray, Hyde, 

Pt:>yry, BOO, E&Y, Credit Suisse USA and TD, general damages in the sum of 

US460 million; 

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

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

as against Sino, Chan, Poon, Horsley, Wang, Mak, Murray, Hyde, Ardell, Pt5yry, 

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

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

Horsley, punitive damages, in respect ofthe conspiracy pled below, in the sum of 

$50 million; 

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

Underwriters were unjustly enriched; 

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

available as against Sino, Chan, Poon, Horsley, Martin, Mak, Mul'l'ay and the 

Underwriters; 

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

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

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

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

P la.intiffs and the C~ss Members, pursuant to s. 24 t oft he CBCA; 

(r) An order dil'ecting a t·efurence or giving such other directions as may be necessary 

to dete1·mine the issues, if any, not dete1·mined at the trial ofthe common issues; 

(s) Prejudgment and post judgment interest; 

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

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

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

taxes; and 

(u) Such fUJiher and othe1· relief as to this Honourable Court may seem just. 

Ill. OVERVIEW 

3. From the time ofit!l establishment in \994, Sino ha~ claimed to be a legitimate business 

operating in the commercial forestry industl')' in the PRC and elsewhere. Throughout that period, 

Sino has also claimed to have experienced breathtaking growth. 
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4. Beguiled by Sino's repot1ed results, and by Sino's constant refrain that China constituted 

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

appears from the following chart: 

·--- ------ ----"lltl tlll •putv '-lllll l<ll'f~l <Ill~!· 
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~I 

Start of Class Period 
Moroh 19,2001 

(o,,fty I I /Ul16 11 jl) l!lll----- ...,-.., 
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June 2., 2011 I 

~uo 
"'o o • • • • o • o -~I"' ·0 .,." ~ o o t oo ,. <o • • I I 0 o .., 0 o 0 1 ° 1 o o o 0 o 0 • • • ..., . __, .._, 0 ' "' • • -• .,. __ ,_ , .. ,.. •• • - - • -· 

. _ . ..J 
ZOO I IUl l~OI 

5. The Defendants profited handsomely fmm the market's appetite for Sino's securities. 

Certain of the Individual Defendants sold Sino sha1·es at lofty prices, and thereby reaped millions 

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

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

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

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

Rules, GAAP and the Securities Legislation. 
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6. Sino itself t·aiscd in excess of $2.7 billion 1 in the capital markets during this period. 

Meanwhile, the Underwriters wer·e paid lucrative underwriting commissions, and BDO, E&Y 

and Poyry garnered millions of dollars in fees to bless Sino's reported results and assets. To their 

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

7. As a reporting issuer in Ontal'io and elsewhere, Sino was requil·ed at all material times to 

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

p1·eviously, repeatedly mist·epresented that Sino's financial statements complied with GAAP. 

This was false. 

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

experience, isst.Jed its first research rep011 in relation to Sino, and unveiled the scale of the 

deception that had been worked upon the Class Members. Muddy Waters' initial report 

effectively revealed, among other things, that Sino had materially misstated its financial resu Its, 

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

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

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

had a catastrophic effect on Sino's stock price. 

9. On June 1, 20 I J, prior to the publication of Muddy Waters' repmi, Sino's common 

shares closed at $18.21. After the Muddy Waters report became public, Sino shares fel4 to 

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

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

I 0. On June 3, 20 I 1, Sino announced that, in response to the allegations of Muddy Waters, 

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

I Dollar ntp.,rcs ore in CRn~tcli;,r) tlt~Unn (uute.ss orhorw;so inciiottred) on<' Afc rounded Jbr eonvunicnce 
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"Independent Committee" or "IC"), to examine and review the allegations contained in the 

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

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

assist it in the ft~lfi!lment of its mandate. 

II. On August 26, 20 11 , the OSC issued a cease-trade order in respect of Sino's securities, 

alleging that Sino appeared to have engaged in significant non-arm's length transactions which 

may have been contrary to Ontario securities laws and the public interest, that Sino and certain of 

its o'fficers and directors appeared to have misrepresented some of Sino's revenue and/or 

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

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

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

perpetuate a fraud. 

12. On November 13, 20 11, the lC released the Second Report. Therein, the IC revealed, 

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

with the lC's investigation; (2) "there is a risk" that certain of Sino's operations "taken as a 

whole" were in violation of PRC law; (3) Sino adopted processes that "avoid[] Chinese foreign 

exchange controls which must be complied with in a normal cross-border sale and purchase 

transaction, and [which] cou ld present an obstacle to future •·epatriation of sales proceeds, and 

could have tax implications as well,.; (4) the IC "has not been able to verify that any relevant 

income taxes and VAT have been paid by or on behalf of the BYis in China"; (5) Sino lacked 

pt·oof of title to the vast majority of its purported holdings of standing tim ber; (6) Sino's 

''transact ion volumes with a numbet· of Af and Suppliers do not match the revenue reported by 

such Suppliers in the it· SAJC filing"; (7) "[n]one of the BVI timber purchase contracts have as 
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attachments either (i) Plantation Rights Cettificatcs ti·om either the Countcrparty OJ' original 

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

form of 13VT timber purchase contract employed by the Company; and (8) "[t]here are 

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

forestry bureaus and fo1·estry bureau officials." 

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

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

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

plausible answers to, key allegations made by Muddy Waters: 

This Final Report ofthe IC sets out the activities undertaken by the 1C since mid~ 
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC,s activities during this period have been limited 
as a result of Canadian and Chinese holidays (Chl'istmas, New Year and Ch·inese 
New Year) and the extensive involvement of TC members In the Company's 
Restructuring and Audit Committees~ both of which ore advised by di fferent 
advisors than those retained by the IC. The TC believes that, notwithstanding 
there remain issues which have not been fulily answered, tho work of the JC is 
now at the point of diminishing retur.ns because much of the infom1ation which it 
is seeking lies with non-compellable third parties, may not exist or is apparently 
not retrievable from the records of the Company. 

[ ... ] 

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

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

auditors and the Underwriters, Sino raised billions of dollal's from investors on the fa lse premise 

that they were investing in a well managed, ethical and GAAP~compl iant corporation. They 
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were not. Accordingly, this action is brought to recover the Class Membet·s' losses from those 

who caused them: the Defendants. 

IV. THE PAR11ES 

A. Tlte Plaintiffs 

15. Labourers are the trustees ofthe Labourers' Pension Fund of Central and Eastern Canada, 

a multi-employer pension plan providing benefits for employees working in the construction 

industry. The fund is a union-negotiated, collectively-bargained defined benefit pension plan 

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

39,000 members and over 13,000 pensioners and beneficiaries nnd approximately 2,000 

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

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

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

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

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

to which that P1·ospectus related. 

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

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

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

negotiated, collectively-bat·gained defined benefit pension plan established on November I, 1973 

and currently has approximately $1 .5 billion in assets, over 9,000 members and pensioners and 

bene·ficiaries. The fund is governed by a bo~rd of trustees representing members of the plan. The 

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

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

the Class Period, and continued to hold shares at the end ofthe Class Period. 
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17. AP7 is the Swedish National Pension Fund. As of June 30, 2011, AP7 had appl'Oximately 

$15.3 billion in assets tmder management. Funds managed by AP7 ptu·chascd Sino's common 

shares over the TSX during the Cl&ss Period and continued to hold those common shares at the 

end ofthe Class Period. 

18. Grant is an individual residing in Calgary, Alberta. He pu1·chased 100 ofthc Sino 6.25% 

Guaranteed Senior Notes due 2017 that were offered by the October 2010 Offering 

Memot·andum and in the distribution to which that Offering Memorandum related. Grant 

contintJed to hold those Notes at the end ofthe Class Period, 

19. Wong is an individual residing in Kincardine, Ontario. During the Class Period, Wong 

purchased Sino's common shares over the TSX and continued to hold some or all of such shares 

at the end of the Class Period. In addition, Wong purchased Sino common shares offered by the 

December 2009 Prospectus and in the distribution to which that Prospectus related, and 

continued to own those shares at the end ofthe Class Period. 

B. The Defendants 

20. Sino purports to be a commercial forest plantation operator in the PRC and elsewhere. 

Sino is a corporation formed under the CBCA. 

21. At the material times, Sino was a reporting issuer in all provinces of Canada, and had its 

registered office located in Mississauga, Ontario. At the material t imes, Sino's shares were listed 

for trading on the TSX under the ticker symbol "TRE," on the Berlin exchange as "SFJ OR," on 

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

"SFJ TH." Sino securities arc also listed on alternative tt:ading venues in Canada and elsewhere 

including, without llmitation, 1\.lphuToronto and PurcTrading. Sino's shares also traded over-
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the~counte1· in the United States. Sino has val'ious debt instruments, derivatives and other 

securities that are traded in Canada and elsewhere. 

22. As a repoJ·ting issuer in Ontario, Sino was required throughout the Class Period to issue 

and file with SEDAR: 

(a) within 45 days of the end of each quarte1·, quarterly interim financial statements 

prepared in accordance with GAAP that must include a compat·ative statement to 

the end of each of the corresponding periods in the p1·evious financial year; 

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

in accordance with GAAP, including comparative financial statements t·elating to 

the period covered by the preceding financia I year; 

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

financial statements; and 

(d) within 90 days of the end of the fiscal year, an AIF, including material 

information about the company and its bl.tsiness at a point in time in the context of 

its historical and possible future development. 

23. MD&As are a nal'l'ative explanation of how the company performed during the period 

covered by the financial statements, and of the company's financial condition and future 

prospects. The MD&A must disc\.tss important trends and risks that have affected the financial 

statements, and trends and risks that ar·e reasonably likely to affect them in future. 

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

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

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

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

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

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

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

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

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

Financial Statements on behalf of Sino's board. Chan resides in Hong Kong, China. 

27. Chan certified each of Sino's Class Period annual and guarterly MD&As and financial 

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

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

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

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

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

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

example, for 2006 to 2010, Chan's total compensation (other than share-based compensation) 

was, respectively, US$3.0 million, US$3.8 million, US$5.0 million, US$7.6 million and US$9.3 

million. 

29. As at May 1, 1995, shortly after Sino became a repot1ing issuer, Chan held 18.3% of 

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

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

Chan has made in excess of$10 million tht·ough the sale of Sino shares. 
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30. Horsley is Sino's Chief Financial Officer, and has held this position since October 2005. 

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

documents during the Class Pe1·iod. Horsley resides in Ontario. Horsley has made in excess of 

$11 million through the sale of Sino shares, 

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

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

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

Sino's Class Period annual financial statements, each ofwhich is an Impugned Document. In so 

doing, he adopted as his own the false statements such documents contained, as particulal'ized 

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

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

Fol' 2006 to 20 I 0, Horsley's total compensation (other than share-based compensation) was, 

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

million. 

33. Poon is a co~foundet· ofSino, and has been the President ofthe company since 1994. He 

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

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

false statements made in each of Sino's annual financial statements, particularized below, when 

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

make the misrepresentations particularized below. 

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

Sino's outstanding common shares and 37.5% of its preference shares. As of April29, 2011 he 
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held 0.42% ofSino's common shares. Poon has made in excess of$34.4 million through the sale 

of Sino shares. 

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

of2006 until his resignation f1·om the Boal'd in 2009, he attended 5 of the 39 board meetings, or 

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

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

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

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

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

particularized be low. 

37. Martin has been a director of Sino since 2006, and was appointed vice~chairman in 20 I 0. 

On or about August 25,2011, Martin 1·eplaced Chan as ChiefExecutive Officer of Sino. Martin 

was a member of Sino's audit committee prior to early 201 l. Martin has made in excess of 

$474,000 th1·ough the sale of Sino shares. He resides in Hong Kong, China. As a board member, 

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

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

caused Sino to make the misrepresentations particularized herein. 

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

Sino's auc.lit committee prior to early 201 1. Mak and persons connected with Mak have made in 

excess of $6.4 million through sales of Sino shares. Mak resides in Brit ish Co lu mbia. As a 

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

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

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

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

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

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

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

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

meetings. From the beginning of 2006 to the close of 20 I 0, MUI·ray attended 14 of 64 board 

meetings, or less than 22% of bo~ll'd meetings held during that period. During that same period, 

Murray attended 2 out of 13, or 15%, of the meetings held by the Board's Compensation and 

Nominating Committee, and attended none of the 11 meetings of that Committee held from the 

beginning of2007 to the close of20 l0. 

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

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

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

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

in excess of $2.4 mi llion through the sale of Sino ~hares. Hyde resides in Ontario. As a board 

membel', he adopted as his own the fa lse statements made in each of Sino's annual financial 

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

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

bc.lo w. 
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42. Ardell is a director of Sino, and has held this position since Januury 2010. Ardell is a 

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

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

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

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

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

of Sino in November 201 t. While on Sino's Board, Bowland was a member of Sino's Audit 

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

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

annual tinancial statements released whLie he was a board member, particularized below, when 

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

misrepresentations particu Jar ized be low. 

44. West is a director of Sino, and has held this position since February 201 1. West was 

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

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

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

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

misrepresentations particularized below. 

45. As officer and/or directors of Sino, th~ Individual Defendants were tiducinries of Sino, 

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

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

fiduc iaries, and in violation oftheir f·iduciary dt1ties. In addition, Chan, Poon, Horsley, Martin, 
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Mak and Murray were unjustly enriched in the manner and to the extent particularized below 

while they were acting in their capacity as fiduciaries, and in violation ofthcir fiduc iary duties. 

46. At all material times, Sino maintained the Code, which governed Sino's employees, 

officers and directors, including the Ind ividual Defendants. The Code stated that the members of 

senior management "are expected to lead accord ing to high standards of ethical conduct, in both 

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

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

Sino securities based on undisclosed knowledge stemming fl'om their position or employment 

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

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

accounting, financial statement disclosure, internal accounting or disclosure controls or audjting 

matters, be reported. 

47. E&Y has been engaged as Sino's auditot· since August 13,2007. E&Y was also engaged 

as Sino's auditor from Sino's creation through February 19, 1999, when E&Y abruptly resigned 

during audit season and was replaced by the now-defunct Arthur Andersen LLP. E&Y was also 

Sino's auditor from 2000 to 2004, when it was replaced by I3DO. E&Y is f\11 expert of Sino 

within the meaning of the Securities Legislation. 

48. E&Y, in providing what it purported to be uaudit" services to Sino, made statements that 

it knowingly intended to be, and which were, disseminated to Sino's current anJ prospective 

security ho lders. At all material times, E&Y was aware ofthat class of persons, intended to and 

did communicate with them, and intended that that class of persons would rely on E&Y's 

staternents relating to Sino, which they did to their detriment. 
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49. E&Y consented to the inclusion in the Jtme 2009 and December 2009 Prospectuses, as 

well as lhe July 2008, June 2009, December 2009 and October 2010 Offering Memoranda, of its 

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

particularly below. 

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

aud iting firm that was engaged as Sino's audito1· during the period of March 21,2005 through 

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

expert of Sino within the meaning ofthe Secm·ities Legislation, 

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

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

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

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

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

they did to their detriment. 

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

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

reports on Sino's Anm1al Financial Statements for 2005 and 2006. 

53. E&Y and BOO's annual Auditors' Report was made '~o the shareholders of Sino-Forest 

corporation,'' which included the Class Members. Indeed, s. 1000.1 1 of the Handbook of the 

Canadian institute of Chartered Accountants states that "the object ive oftinancial statem~nts for 

pro tit-oriented enterprises focuses primarily on the information needs of investors and credifor:t" 

[~.:mphasis addcd.l 



I 54 3 
28 

54. Sino's shareholders, including numerous Class Membet·s, appointed E&Y as allditors of 

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

26,2008, May 25, 2009, May 31,2010 and May 30,201 I. 

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

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

56. D-uring the Class Period, with the knowledge and consent ofBDO or E&Y (as the case 

may be), Sino's audited annual financial statements for the years ended December 3 I, 2006, 

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

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

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

2008, May 25, 2009, May 31, 20 I 0 and May 30, 2011. As alleged elsewhere herein, all such 

financial statements constituted Impugned Documents. 

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

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

Securities Legislation. 

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

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

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

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

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

Prospectuses, as well as the July 200&, June 2009, Decembet· 2009 and October 2010 Offering 

Memoranda, of its vario\JS reports, as detailed below in paragraph •. 

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

more ofthe Offerings. 

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

Dcccmbct· 2009 Prospectuses, the Underwl'itet·s who underwrote those distributions were paid, 

respectively, an aggregate of approximately $7.5 million, $14.0 million and $14.4 million in 

underwl'iting commissions. Jn connection with the offerings of Sino's notes in July 2008, 

December 2009, and October 2010, the Underwritet·s who underwrote those offerings were paid, 

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

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

purported due diliger.Jce examination of Sino's business and affairs. 

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

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

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

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

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

an extended period of t ime that fur surpassed those reported by Sino's peers, the Underwriters alI 

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

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

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

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

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

during the Class Period. ln particular: 

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

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

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

Prospectus incorporated by t·eference Sino's: (1) 2006 AJF; (2) 2006 Audited 

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

Information Circular dated April27, 2007; (5) Ql 2007 Financial Statements; and 

( 6) Q I 2007 MD &A; 

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

which Sino sold through pl'ivatc placement US$345 million in aggregate principal 

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

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

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

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

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

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

Corporation Valuation of China Forest Assets Repo1t as at 31 December 2007" 

dated Mat·ch 14, 2008; 

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

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

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

Prospectus incot·porated by reference Sino's: (J) 2008 J\fF; (2) 2007 and 2008 

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

(4) Ql 2009 MD&A; (5) Ql 2008 and 2009 Financial Statements; (6) Q1 2009 

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

P(}yry report tit led "Valuation of China Forest Corp Assets As al 31 December 

2008" dated April 1, 2009; 
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(d) On June 24, 2009, Sino issued the June 2009 Offering Memomndum for exchange 

of certain of its then outstanding senior notes due 20 II with new notes, pursuant 

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

Guaranteed Senior Notes due 2014. The June 2009 Offering Memorandum 

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

Financial Statements; (2) the auditors• repot1 of BDO dated March 19, 2007 with 

respect to Sino's Consolidated Annual Financial Statements for 2005 and 2006; 

(3) the auditors' report of E&Y dated March 12, 2008 with l"espect to Sino's 

Consolidated Annua l Financial Statements for 2007 except as to notes 2, 18 and 

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

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

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

an appendix to the 2008 AJF; and (6) the unaudited interim financial statements 

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

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

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

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

Offering Memot·andtlm incorporated by reference: ( 1) Sino's Canso I idated 

Annual Financial Statements fo r 2005, 2006, 2007 ; (2) the auditot·s' report of 

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

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

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

notes 2, t8 and 23; (4) Sino's Consolidated Annual Financial Statements for 2007 

and 2008 and the auditors' report of E&Y dated Mal"ch 13, 2009; (5) the 

unaudited interim consolidated financial statements for the nine-month pel"iods 

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

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

AIF; (7) the P<>yry l'eport entitled "S ino-Forest Corporation Valuation of China 

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

Fot'est Corporation Valuation of China Forest Corp Assets as at 31 December 

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

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

the "Prospectuses") pu rsuant to which Sino distr·ibuted to the public 21,850,000 

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

The December 2009 Prospectus incorporated by reference Sino's: (I) 2008 ATF; 

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

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

MD&A; (6) Management Information Circular dated April28, 2009; and (7) the 

Ptlyry report titled "Valuation of China Porest Corp Assets As at 31 December 

2008" dated April I, 2009; 

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

outstanding common shares of Mandra Forestry Holdings Limited. Concurrent 

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

USD$195 million notes issued by Mar.1dra Forestry Finance Limited and 96.7% of 

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

guaranteed senio r notes issued by Sino in the aggregate principal amount of 

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

Sino exchanged the new 2014 Senior Notes for an add it io na 1 issue of 

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

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

(h) On October 14, 2010, Sino issued the October 20 10 Offering Memorandum 

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

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

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

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

auditors' repot1 of E&Y dated March 15, 2010 with respect to Sino's Annua l 

Financial Statements for 2008 and 2009; and (3) Sino's unaudited interim 

financial statements for the six-month periods ended June 30, 2009 and 20 I 0. 
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64. The offering documents referenced in the preceding paragraph included, or incorporated 

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

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

mant~gement, business and affairs been timely disclosed, securities regulators likely would not 

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

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

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

reference, constituted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, CJBC, Merrill and Credit Suisse also signed the June 2007 

Prospectus, and therein falsely certified that, to the best of its knowledge, information and belief, 

that prospectus, together with the documents incorporated therein by reference, constituted fu II, 

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

66. Each of Chan, Horsley, Martin and Hyde signed the June 2009 Prospectus, and therein 

falsely certified that that prospectus, together with the documents incorpo1·ated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia and TD also signed the June 

2009 Prospectus, and therein falsely certified that, to the best of its knowledge, information and 

belief, that prospectus, together with the documents incorporated therein by reference, 

constituted full, true and plain disclosure of all material facts relating to the: securities oflered 

thereby. 

67. Each of Chan, Horsley, Martin and Hyde signed the December 2009 Prospccttls, and 

therein falsely ceJtitie<.l that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all materia! facts relating to the securities 
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offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia, ClBC, RBC, Maison, 

Canaccord and TD also signed the Decembet 2009 Prospectus, and therein falsely certified that, 

to the best of its knowledge, information and belief, that prospectus, together with the documents 

incorporated therein by reference, canst ituted full, true and plain disclosure of all material facts 

relating to the securities offered thereby. 

68. E&Y consented to the inclusion in: (1) the June 2009 P1·ospectus, of its audit repotts on 

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

Prospectus, of its audit rep01ts on Sino's Audited Annual Financial Statements for 2007 and 

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

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

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

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

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

for 2008 and 2009. 

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

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

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

VI. THE MISREPRESENTATIONS 

70. During the Class Period, Sino made the misrepresentations pmticulal'ized below. These 

misrepresentations related to: 

A. Sino's history and fraudulent origins; 

B. Sino's forestry assets; 

C. Sino's related pa1ty transaction~; 
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D. Sino's relationships with forestry bureaus and its purported title to forestry assets in the 
PRC; 

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

F. Sino's cash flows; 

G. Certain risks to which Sino was exposed; and 

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

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

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

71. At the time of its founding by way of reverse met·ger in 1994, Sino's business was 

conducted primarily through an equity joint venture between Sino's Hong Kong subsidiary, 

Sino-Wood Partners, Limited ("Sino-Wood"), and the Leizhou Forestry Bureau, which was 

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

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

purpose ofLcizhou, established in 1994, was: 

Managing forests, wood processing, the pl'Od~tction of wood products and wood 
chemica 1 products, and establishing a production facility with an annua 1 
production capacity of 50,000 m3 of Micro Density Fibe1· Board (MDF), 
managing a base of 120,000 mu (8,000 ha) of which the forest annual utilization 
would be 8,000 m3

. 

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

('EJV") and cooperatingjoint ventures ("CJV"). Tn an EN, profits and assets are distributed in 

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

divide profits and assets disproportionately to their equity interests. 
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73. According to a Sino prospectus issued in January 1997, Leizhm.1, an EN, was responsible 

for 20,000 hectares of the 30,000 hectares that Sino claimed to have "phased~ in." Leizhot1 was 

the key driver of Sino's purported early growth. 

74. Sino claimed to hold 53% of the equity in Leizhou, which was to total US$1 0 million, 

and Sino further claimed that the Leizhou Forestry Bureau was to contribute 20,000 ha of 

forestry land. In reality, however, the terms of the EN required the Leizhou Forestry Bureau to 

contribute a me1·e 3,533 ha. 

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

by Sino. More particularly, in 1994, I 995 and 1996, respectively, Sino claimed to have 

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

reality, howeve1·, these sales did not occur, o1· were materially overstated. 

76. Indeed, in an undisclosed letter from Leizhou Forestry Bureau to Zhanjiang City Foreign 

and Economic Relations and Trade Commission, dated February 27, 1998, the Bureal:l 

complained: 

To: Zhanjiang Municipal Foreign Economic Relations & Trade Commission 

Through mutual consultation between Leizhou Forestry Administration 
(hereinafter referred to as our side) and Sino~ Wood Pa1tners Limited (hereinafteJ' 
referred to as the foreign party), and, with the approval document ZJNfPZ 
No.021 [1994] issued by your commission on 281h January 1994 tor approving 
the contracts and articles of association entered into by both parties, and, with the 
approval ceJtificatc WJMZHZZZ No.065 [1994J isslled by your commission, 
both parties jointly established Zhanjiang Eucalyptus RcsouJ·ces Development 
Co. Ltd. (hereinafter referred to as the Joint Venture) whose incorporate number 
is 162622-0012 nnd duly registered the same with Zhanjiang Administration for 
Industry and Commerce and obtained the business license GSQHYZ No.00604 
on 29111 January in the same year. It has been 4 years since the registration and 
we set out the situation as follows: 

l. Information ofthc investment ofboth sides 
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A. The investment of our side: according to the contract and articles of 
association signed by both sides and approved by your commission, our 
side has paid in RMB9\481 ,503.29 (equivalent to USD 11 ,640,000.00) to 
the Joint Venture on 201 June 1995 through an in-kind contdbution. The 
payment was made in accordance with the prescribed procedures and 
confinned by signatures of the legal representatives of both parties. 
According to the Capital Verification Report from Yuexi (~iffi) 
Accounting Fil'ln, this payment accounts for 99.1% of the agreed capital 
cont1·ibution fl·om our side, which is USD11,750,000, and accounts for 
46.56% of the total investment, 

B. The investment of the foreign party: the fore ign party has paid in 
USD 1 ,000,000 on 161

h March 1994, which was in the starting pel'iod of the 
Joint Venture. According lo the Capita l Verification Report from Yuexi 
(~iffi) Accounting Firm, this payment only accounts for 7.55% of the 
agreed cap ita l contribution fi·om the foreign party totaling 
USDI3,250,000, and accounts for 4% of the total investment. Then, in the 
prescribed investment period, the fo reign party did not fi.nther pay capital 
into the Joint Venture. In view of this, yQur commission sent a "Notice on 
Time for Capital Contribution" to the foreign party on 30111 January 1996. 
In accordance with the notice, the foreign party then on 10111 April sent a 
letter to your commiss ion, requesting for postponing the deadline for 
capita l contribution to 201

h December the same yea1·. On 14111 May 1996, 
your commiss ion replied to Allen Chan (~t~)/,ij{), the Chairman of the 
Joint Venture, stating that "postponement of the deadline for capital 
contl'ibution is subject to the consent of our side and requires amendment 
of the term on the cap ital contribution time in the original contract, and 
both parties shall sign a bilateral supplementary contract; after the 
appl ication has been approved, the postponed deadline will become 
effective.". Based on the spirit of the letter dated 14u' May fi·om your 
commission and fot• the purpose of nchieving mutual communication and 
dealing with the issues of the Joint VentUJ·e actively and appropl'iately, on 
ll'h June 1996, Chan Shixing (M;t.R~) and twu other Directors from our 
side sent a joint Jetter to Allen Chan (~_m{$;(;!\), the Chairman of the Joint 
Venture, to propose a meeting of the board to be convened before 30111 

June 1996 in Zhanjiang, in order to discuss how to deal with the issues of 
the Joint Venture in accordance with the relevant State provisions. 
Unfortunately, the foreign party neither had discussion with our side 
pursuant to your commission's letter, nor replied to the proposu l of our 
side, and furthermore failed to make payment La the Joint Venture. Now, it 
has been Lwo years beyond the deadline fo r cap ital contribution (29th 
January 1996), nnd more than one year beyond the date pt•escribed by the 
Notice on Time for Capita l Contri but ion issued by yotJr commission (30111 

April 1996). llowever, the foreign party has been evading the discussion 
of the capital contribution issue, and moreover has taken no further action. 
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II. The Joint Venture is not capable of attaining substantial 
operation 

According to the contract and articles of association, the main purposes of 
setting up the Joint Ventu re are, on lhe one hand, to invest and construct a 
project producing 50,000 cubic meter Medium Density Fiberboard (tviDF) 
a year; and on the other hand, to create a fo rest base of 120,000 mu) with 
which to produce 80,000 cubic meter of tiFnber as raw material fo r the 
p1·oduction of medium density fiberboard. The contract and a1ticles of 
association also prescribed that the whole funding required for the MDF 
boal'd project should be paid by the foreign party in cash; our side should 
pay in-kind the proportion of the fund prescribed by the contract. After 
contributing capital of USDJ,OOO,OOO In the early stage, the foreign 
party not only failed to make subsequent caplial contributions, but also 
in their own name successively withdrew a total amount of 
RMB4,141,045.02, from the funds they contributed, of wh-ich 
USD270,000 was paid to Huadu Baixing Wood Products Factory 
(/ei/Jifiifi~*f/J!!Mn, which has no business relationship with the 
Joint Venture. This amount of money equals 47.6% of {the foreign 
party 's] paid in capital. Although our side has almost paid off the agreed 
capital contribution (only short 0.9% of llJe Iota/ committed), due to the 
limited contribution from the foreign party and th e fact that they 
withdrew a huge amount of money from those funds originally 
contributed by them, it is Impossible for the Joint Venture to construct or 
set up production projects and to commence production operation while 
the funds have been Insufficient and the foreign party dld not pay in the 
majority of the subscribed capital. In fact, the Joint Venture therefore Is 
m erely a shell, existing /11 name only. 

Adrlltional/y, after the establishment of the .Joint Venture, its Internal 
operations have been extremely abnormal, f01· example, annua l board 
meetings have not been held as scheduled; annua l reports on the status and 
the results of the annual financia l audit are miss ing; the withdrawal of lhc 
huge amount of funds by the foreign party was not discussed in the board 
meetings, etc. It is hard to Jist all here. 

In light of the present state of contributions by both sides ami the status of 
the Joint Venture from its establishment till now, our side now applies to 
yo ur commission for: 

I. The cance llat ion of the approva l certificate for "Zhanjiang 
Eucalyptus Resources Development Co. Ltd.", i.e. WJMZHZZZ 
No. 065[1994J, based on the r·clevant provisions of Ce1tain 
Regulations on the Subscrjpt ion of Capital by the Parties to Sino­
Foreign Joint Equity Enterprises, 
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2. Direct the Joint Venture to complete the c.leregistration procedtlres 
for "Zhanjiang Eucalyptus Resources Development Co. Ltd." at 
the local Administration for Tndustry and Commerce, and for the 
return of its business license. 

3. Coordination with both pat1ies to resolve the relevant remaining 
issues. 

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

[Translation; emphasis added.] 

The Seal of the Leizhou Forest1·y Bureau 

1998, February 27 

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

The $14,992,000 due from the LFB rep1·esents cash collected from the sale of 
wood chips on behalfofthe Leizhou EN. As originally agl'eed to by Sino-Wood, 
the cash was being retained by the LFB to fund the ongoing plantation costs of the 
Leizhou EJV incurred by the LFB. Sino~ Wood and LFB have ag1·ecd that the 
amount due to the Leizhou EJV, after reduction for plantation costs incurred, will 
be settled in 1997 concurrent with the settlement of capital contributions due to 
the Leizhou EJV by Sino-Wood. 

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

was wound~up in 1998. 

79. At all material times, Sino's founders, Chan and Poon, were fully awaz·e of the l'eality 

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

revenues and profits. 

(ii) Sino's Fictitious Investment in S.!XT 

!lO. In Sino 's audited financial statements for the yea1· ended December 31, 1997, filed on 

SEDAR on May 20, 1998 (the "1997 Financial Statements,), Sino stated thut, in order to 

establish strategic partnerships with key local wood product suppliers and to build a strong 

distribution for the wood~based product and contract supply businesses, it had acquired a 20% 

equity interest in "Shanghai Jin Xiang Timber Ltd." ("SJXT"). Sino then described SJXT as an 
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EJV that had been tbrmed in 1997 by the Ministry of Forestry in China, and declared that its 

function w.as to organize and manage the tirst and only official market for timber and Jog trading 

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

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

timber and log businesses in Eastern China. 

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

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

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

82. According to the 1997 Audited Annual Financial Statements, the total inve~'tment of 

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

approximately US$1.9 million for a 20% equity interest. The 1997 Audited Annual Financial 

Statements stuted that, as at Decem bet· 31, 1997, Sino had made capital contributions to SJXT in 

the amount of US$1.0 million. In Sino's balance sheet as at December 31, 1997, the SXJT 

investment was shown as an asset of$1.0 million. 

83. In October 1998, Sino announced an Agency Agreement with SJXT. At that time, Sino 

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

period, and that, based on then~current mat·ket prices, it expected this contt'flct to generate 

"significant revenue" for Sino~Fol'est amounting to approximately $40 million. The revenues 

that were purportedly anticipated fi·om the SJXT contract were highly matet'ial to Sino. Indeed, 

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

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

which statements wc1·e filed on SEDAR on May 18, 1999 (the "1998 Fi11ancial Statements"), 

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

contribute approximately $1.9 million, representing 20% ofthe reg·istered capital, and that, as at 

Decembe1· 31, 1997 and 1998, Sino had made contributions in the amount of US$1.0 million to 

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

as an asset ofUS$1.0 million. 

85. Sino also stated in the 1998 Audited Annual Financial Statements that, during T 998, the 

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

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

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

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

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

The Shanghai Timber Market Is Important to Sino~Forest as a generator of 
significant new revenue. In addition to ~·upplylng various forest products to the 
market from our own operations, our direct participation in SJXT increases our 
activities in sourcing a wide range of other wood products both from Inside 
China and internationally. 

The Shanghai Timber Market is also very beneficial to the development of the 
forest products industry in China because it is the first forest productj' national 
sub-mar/H!t in the eastern region of the country. 

[ ... ] 

The market also greatly facilitates Sino~ Forest'.)' networking acflpities, enabling 
us to build new industry relationships and add to our market Intelligence, all of 
which lncreaslrrgly leverage our ability to act as principal in our dealings. 

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

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

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

There are also promising growth opportunities as SinowForest's investment in 
Shanghai Jln Xlang Tlmher Ltd. (SJXT or the Shanghai Timber Market), 
develops. The Company also continues to explo re opportunities to establish and 
reinforce ties with othel' international forestry companies and to bring our e­
commerce techno logy into operation. 

Sino-Forest's investment in the Shanghai Timber Market - the first national 
forest products submarket in eastern China - has provided a st1'ong foundation 
for the Company's lumber and wood products trading business. 

[Emphasis added.] 

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

Sales from lumber and wood product!t' trading Increased 264% to $34.2 million 
compared to $9.4 million in 1998. The increase in lumber and wood products 
trading is attributable largely to the Increase In new business generated from 
our im,estment in Sha1tghai Jin Xiang Timber Ltd. (SJX1) and a larger sales 
jo1•ce ill 1999. Lumber and wood products trading on an agency basis has 
increased 35% from $2.3 million in 1998 to $3.1 million in 1999. The inct·ease in 
commission income on lumber and wood products trading is attributable to 
app1·oximately $1.8 million of fees earned from a new customer, 

[Emphasis added.] 

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

the significant gt·owth of the lumbet· and wood products trading busiAess, which has recorded em 

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

added). 

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

which statements were filed on SEDAR on May 18, 2000 (the "1999 Finnncinl Statements"), 

Sino stated: 
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During the year, Shanghai Jin Xiang Timber Ltd. ["SJXT"] applied to increase 
the original total capital contributions of $868,000 [Chinese renminbi 7.2 
million] to $1,509,000 [Chinese rcnminbi 12.5 million]. Sino~ Wood is required to 
make an additional contribution of $278,000 as a result of the increase in total 
capital cont1·ibutions. The additional capital contribution of $278,000 was made 
in 1999 increasing its equity interest in SJXT from 27.8% to 34.4%. The 
principal activity of SJXT is to organize trading of timber and logs in the PRC 
market. 

[Emphasis added.] 

92. The statements made in the 1999 Financial Statements contJ·adicted S,ino's prior 

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

a capital contribution of$1,037,000 for a 20% equity interest in SJXT. 

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

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

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

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

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

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

94. In Sino's Audited Annual Financial Statements for the year ended December 3\, 2000, 

which statements we1·e filed on SEOAR on May 18, 2000 (the "2000 Financial Statements"), 

Sino stated: 

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

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

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

the year ended December 31 , 2000. 

96. In Sino's Annual Reports (including the audited annual financial statements conta ined 

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

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

explanation, fi·om Sino's disclosure documents. ln fact, and unbeknownst to the public, Sino 

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

were reckless in not knowing of, that fact. 

97. At all material times, Sino's fou nders, Chan and Poon, were fully aware ofthe reality 

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

there in. 

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

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

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

indeed all of the l rnpugned Documents, failed to disclose the material fact that, fi·om its very 

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

were either gross ly inflated or fictitious. 

99. Accordingly, the statements particu larized in paragraphs 100 to 1 04 be low were 

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

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

Sino's senior management and Board. 

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

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

overstated. 

J 0 I. Jn particular, the June 2007 Prospectus stated merely that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multipleMvoting 
shares. On June 25, 2002, the Corporation filed aJ1icles of continuance to contim1e 
under the Canada Business Corporations Act. On Jt:tne 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate~voting shares were 
reclassified as Common Shares and its class D mu1tiple~votlng shares were 
eliminated. 

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

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and I 028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation ·we1·e amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain cbunges in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B mu·ltiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act. On June 22, 2004, the Corporation 
filed art icles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were 
eliminated. 

I 03. Finally, the December 2009 Prospectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Tnc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamntion were amended by articles of amendment filed on July 20, 1995 and 
May 20, !999 to effect certain changes in the provisions l\ttaching to the 
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Corporation's class A subordinatc~voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed at1icles of continuance to continue 
under the Canada Business Corporations Act (the "CBCA''). On June 22, 2004, 
the Corporation filed articles of amendment whereby its class A subordinate­
voting shares were reclassified as Common Shares and its class B multiple-voting 
shares were eliminated. 

I 04. The failure to disclose the true nature of, and/or Sino's revenues and profits fi·om, SJXT 

and Leizhol:l in the historical narrative in the Prospect1.1ses rendered those Prospectuses material ly 

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

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

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

founders of Sino, and both of whom had knowingly misrepresented the t1·ue nature of Leizhou 

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

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

or in any other Impugned Document. 

B. Misrep1·esentations relating to Sino's Forestry Assets 

(i) Sino Overstates its Yunnan Forestry Assets 

I 05. Jn a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino 

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

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

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

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

("Sino-Panel"), a wholly-owned subsidiary of Sino, had entered on that same day into an 

agreement with Gengrna Dai and Wa Tribes Autonomous Region Forestry Company Ltd., 

("Gengma Forestry") established in Lincang City, Yunnan Province in the PRC, and that, under 

that Agreement, Sino-Panel would acquire approximately 200,000 hectares of non-state owned 
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commercial standing timber in Lincang City and surrounding cities in Yunnan for US$700 

mil lion to US$ \.4 bill ion over a I 0-year period. 

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

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

acquisitions in the lmp1.1gned Documents, and P~yry repeatedly made statements regarding said 

holdings, as particularized below. 

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

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

claims to own in Yunnan. Sino's overstatement of the Yunnan forestry assets violated GAAP. 

108. The misrepresentations about Sino's llcquisition and holdings of the Yunnan forestry 

assets were made in all of the Impugned Documents that were MD&As, financial statements, 

AlFs, Prospectuses and Offedng Memoranda, except for the 2005 Audited Annual Financial 

Statements, the Q I 2006 interim financial statements, the 2006 Audited Annual Financial 

Statements, the 2006 Annual MD&A. 

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

109. In mid-2010, Sino became a majority shareholde1· ofGreenhea11 Group Ltd., a Bermuda 

c01·poration having its headqllarters in Hong Kong, China and a listing on the Hong Kong Stock 

Exchllnge ("Green hc!u·t"). 

II 0. In August 2010, Greenheart issued an aggregate principal amount of US$25,000,000 

convertible notes for gross proceeds ofUS$24,750,000. The sole subsc1·iber of these convettible 

notes was Greate1· Sino Hold ings Limited, an entity in which Murray has an indirect interest. Jn 
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addition, Chan and Murray then became members of Greenheart's Board, Chun became the 

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

111. On August 24, 20 I 0 and Decembe1· 28, 2010, Greenhetu1 granted to Chan, Ma1iin and 

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

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

112. As at March 3 I, 2011, General Enterprise Management Services International Limited, a 

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

0.9% of the total issued and outstanding shares ofGreenheart. 

113. As a resu It of the aforesaid transactions and interests, Sino, Chan, Martin and Murr-ay 

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

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

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

Greenheurt acq11ircs certain rights to additional 128,000 hectare concession in 
Suriname 

***** 
312,000 hectares now under Green heart management 

Hong Kong, March 1, 2011 - Greenheart Group Limited (''Greenheart" or "the 
Company") {HKSE: 00094), an investment holding company with forestry assets in 
Suriname and New Zealand (subject to certain closing conditions) today announced that 
the Company has acquired 60% of VIsta Marine Services N. V. (uVlsta"), a private 
company based In Suriname, South America that controls certain harvesting rfght.s to a 
128,000 hectares hardwood concession. Vista wl/1 be rebranded as part of the 
Greenhearl Group. This transaction will increase Greenhearl's concessions under 
management in Suriname to appt•oximately 312,000 hectares. The cost of this 
acquisit ion is not material to the Company as a whole but the Company is optimistic 
about the prospects of Vista and the positive impact that it wil l bring. The concession is 
located in the Sipalawini district of Suriname, Sot~lh America, bordering Lake 
Brokopondo and has an estlmatetl annual allowable cut of approximately 100,000 
cubic meters. 
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Mr. Judson Martin, Chief Exectttive Officer of Greenheart and Vice-Chairman of Sino­
Forest Corporation, the Company's conh·olling shareholder said, "This acquisition is in 
line with our growth strategy to ex-pand our footprint in Suriname. In addition to 
increased harvestable area, this acquisition will bring synergies in sales, mar·keting, 
administration, financial reporting and control, logistics and overall management. I am 
pleased to welcome Mr. Ty Wilkinson to Greenheart as our minority partner. Mr. 
Wilkinson shares our respect for the people of Suriname and the land and will be 
appointed Chief Executive Officer of this joint venture and be responsible for operating 
in a sustainable and responsible manner. This acquisition furthet· advances Greenheart's 
strategy of becoming a global agri-forestry company. We will continue to actively seek 
well-priced and sustainable concessions in Suriname and neighboring regions in the 
coming months." 

[Emphasis added.] 

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

We hold a majority interest in Greenheart Group which, together with its stJbsidiaries, 
owns certain l'ights and manages approximately 312,000 hectares of hardwood forest 
concessions In the Republic of Suriname, South Amen'ca ("Suriname") and II ,000 
hectares of a radiatn pine plantation on 13,000 hectares of freehold land in New Zealand 
as at March 31, 2011. We believe that our ownership in Green heart Group will 
strengthen our global sourcing network In supplyl1rg wood fibre for China In a 
sustainable ami responsible m(lnner. 

[Emphasis added.] 

1 I 6. The statements reproduced in the preceding paragraph were false and/or materially 

misleading when made. Under the Sul'iname Forest Management Act, it is prohibited for one 

company or n group of companies in which one person or company has a majority inte1·est to 

control more than 150,000 hectares of land t~ndet· concession. Therefore, either Greenheart's 

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

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

fact not disclosed in any of the Impugned Documents. 

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

AIF, Sino l'epresented that Greenheart had well in excess of 150,000 hectares of concession 
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under management in Suriname without however disc losing that Suriname law imposed a limit 

of 150,000 hectares on Greenheart and its subsidiaries. 

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

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

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

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

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

where it has discussed Greenheart and/or Suriname assets that Vista's purp01ted concessions in 

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

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

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

(iii) Sino overstates its Jiangxi Forestry Assets 

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

Sino-Forest Corporation (TSX: 1'RE), a leading commercial forest plantation operator in 
China, announced today that its wholly-owned subsidiary, SinowPanel (China) 
Investments Limited ("Sino-Panel"), has entered into a Master Agreement for the 
Purchase of Pine and Chinese Fir Plantation Forests (the "Jiangxi Master Agreement") 
with Jiangxi Zhonggan Industrial Development Company Limited C'Jinngxi Zhonggan"), 
which wi ll act as the authorized agent for the original plantation rights holders. 

Under the Jiangxi Master Agreement, Sino-Panel will, through PRC subsidiaries of Sino­
Forest, acquire between 15 million and 18 million cubic metres (m3) of wood fibre 
located in plantations in Jiangxi Province over a three-year period with a price not to 
exceed RMB300 pe1· JTIJ, to the extent permitted under the relevant PRC laws and 
regulations. The plantations in which such amount of wood fibre to acquire is between 
150,000 and 300,000 hectares to achieve an estimated average wood fibre yield of 
approximately I 00 mJ per hectare, and include tree species such as pine, Chinese fir and 
others. Jiangxi Zh<mggan will ensure plantation forests sold to Sino-Pane l and its PRC 
subsidiaries are non-state-owned, non-natural, commercial plantation forest trees. 

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

Sino-Forest Chairman and CEO Allen Chan said, uwe are fortunate to have been able 
to capture and ~·upport investment opportunities in China's developing forestry sector 
by locking up a farge amount of fibre at competitive prices. The J/angxi Master 
Agreement is Sino-Forest's fifth, long-term,jlbre purchase agreement du1•ing the past 
two years. These five agteements cover a total plantation area of over one million 
hectares in five of China's most densely forested provinces," 

[Emphasis added.] 

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

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

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

report fo1· the second quarter of2011, which was issued after the Class Pel'iod, Sino claims that, 

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

million). 

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

known to the remaining Individual Defendants, BOO, E&Y and P6yry, Sino's plantation 

acquisitions through Zhonggan are materially smaller than Sino has claimed. 

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

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

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

material degree in all of lhe Impugned Documents, in vlolation of GAAP, and each such 

statement of Sino's total assets constitutes a misl'epresentation. 
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123. In addition, Juring the Class Period, Pt>yry and entities affiliated with it made statements 

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

(a) In a report dated March I 4, 2008, filed on SEDAR on March 31, 2008 (the "2008 

Valuations"), P(lyry: (a) stated that it had determined the valuation of the Sino 

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

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

1000 ha," that "In 2007 SinovForest purchased an area of mixed broadleaf forest 

in Yunnan Province," that "Broadleaf forests already acquired in Yunnan are all 

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

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

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

Poyry's 2008 Valuations were incorporated in Sino's 2001 Annual MD&A, 

amended 2007 Annual MD&A, 2007 AI.F, each of the Qt, Q2, and Q3 2008 

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

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

0 ffering Memoranda; 

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

Valuations"), Poyt·y stated that "[t]he area of forest owned in Yunnnn has 

quadrupled from around 10 000 ha to almost 40 000 ha over the past year," 

provided figures and tables regarding Yunnan, and stated that "Sino~Forest has 

increased its holding of broadleaf crops in Yunnan during 2008, with this 

province containing nearly 99% of its broadleaf resource." Poyl'y's 2009 

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

MD&As, Annual 2009 MD&A, June 2009 Oifering Memorandmn, and June 

2009 and December 2009 Prospectuses; 

(c) In a "Final Report" dated Apl'il23, 20 I 0, filed on SEDAR on Apr·il 30, 20 I 0 (the 

''201 0 Valuations"), P~yry stated that "Guangxi, Hunan and Yunnan are the three 

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

by province, both in abso lute and relative terms [sic] has been Yunnan> where the 
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area of forest owned has almost tripled, fi·om around 39 000 ha to almost 106 000 

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

"Yunnan contains 106 000 ha, including 85 000 ha or 99% of the total broadleaf 

forest," stated that "the three provinces of Guangxi, Hunan and Yunnan together 

contain 391 000 ha or about 80% of the total forest area of 491 000 ha" and that 

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

discussion of Sino's Yunnan "holdings" at Appendixes 3 and 4. P~yry's 2010 

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

of the Ql, Q2 and Q3 2010 MD&As, and the October 2010 Offering 

Memorandum; 

(d) In a "Summary Valuation Report" regarding "Valuation of Purchased Forest 

Crops as at 31 December 2010" and dated May 27, 2011, P~yry provided tables 

and figures regarding Yunnan, stated that "[t]he major changes in area by species 

&om December 2009 to 2010 has been in Yunnan pine, with acquisitions in 

Yunnan and Sichuan provinces" and that "[a]nalysis of[Sino's] inventory data for 

brondleaf forest in Yunnan, and compm·isons with an inventory that Poyry 

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

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

pine in Yunnan and Sichuan provinces was derived fi·om data collected in this 

species in these provinces by P5yry dlll'ing other work;" and 

(c) ln a press release titled "Summary of Sino"Forest's China Forest Asset 2-010 

Valuation Reports" and which was '~ointly prepared by Sino-Forest and Poyry to 

high light key findings and Ot1tcomes from the 2010 valuation reports," Payry 

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

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

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

(i) Related Party Transactions Generally 

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

exet·cise directly or indirectly, control, joint control or significant influence over the othet·." 

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

is economically dependent upon another. 

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

and pricing or other terms may not be determined at tair market values. For example, '!"hen a 

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

be reported on the balance sheet or charged against the earnings of the parent at that price. 

Where transactions are conducted between arm's length parties, this concern is generally not 

present. 

126. The existence of related party transactions is important to investors irrespective of the 

reported dollar values of the transactions because the transactions may be controlled, 

manipulated and/or concealed by management (for example, for corporate purposes or because 

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

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

shareholders. 

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

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

Sino failed to disclose, in violation ofGA/\P, that Zhonggan was a related pat1y of Sino. More 

particularly, accord ing to AIC records, the legal rep1·esentative of Zhonggan is Lam Hong Chiu, 

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

records, owns 80% ofthe equity ofZhonggan. 

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

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

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

Financial Statements, the 2009 AlF, the QJ 2010 MD&A, the Ql 2010 interim financial 

statements, the Q2 2010 MD&A, the Q2 20 I 0 interim fit:~ancial statements. the Q3 201 0 MD&A, 

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

Financial Statements, and the 2010 AIF. 

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

129. On January 12,2010, Sino issued a press 1·elease in which it annm.mced the acquisition by 

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

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

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

HOMJX has an R&D laboratory and two engineered-wood production operations based 
in Guangzhou and Jiangsu Provinces, covering eastem and southern China wood product 
markets. The company has developed a number of new technologies with patent rights, 
specifically suitable fot· domestic plantation Jogs including poplat· and eucalyptus species. 
HOMTX specializes in curing, drying and dyeing methods for enginee1·cd wood and has 
the know-how to produce l'ecomposed wood products and laminated veneer lumber. 
Recomposed wood technology is considered to be cnvironment~rriendly and versatile as 
it uses fibre from forest plantations, recycled wood and/or wood residue. This reduces the 
traditional use of large-diameter trees from natural forests. There is growing demand for 
recomposed wood technology as it reduces cost fol' raw material while increases the 
utilization and sustainable use of plantation fibre for the production of furniture and 
interio1'/exterior bui lding materials. 

[ ... } 

Mr. Allen Chan, Sino-Forest's Chail'man & CEO, sa id, ''As we cont inue to ramp up our 
replanting programme with impl'Oved eucalyptus species, it is important for Sino-Forest 
to continue investing in the research and dcvelopm~::nt that maximizes all aspects of the 
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forest product supply chain. Modernization and improved productivity of the wood 
processing industry in China is also necessary given the country's chronic wood fibre 
deficit. Increased use of technology improves operation eff:iciency, and maximi:t:.es and 
broadens the use of domestic plantation wood, which reduces tne need for Jogging 
domestic natural forests and for importing logs from stl'ained tropical forests. HOMIX 
has significant technological capabilities in engineered-wood processing." 

Mr. Chan added, "By acquiring HOMIX, we intend to use six~year eucalyptus fib1·e 
instead of 30-year tree fibre from other species to produce quality lumber using 
recomposed technology. We believe that this wi\1 help preserve natural forests as well as 
improve the demand for and pricing of our planted c\lcalyptus trees." 

130. Sino's 2009 Audited Annual Financial Statements, Ql/201 0 Unaudited Interim Financial 

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

aforementioned financial statements, and Sino's AlPs for 2009 and 2010, each discussed the 

acquisition ofHomix, but nowhere disclosed t!;}at Homix was in fact a related party of Sino. 

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

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

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

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

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

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

Report, Sino stated: 

HOMJX acquisition 

In accordance with our strategy to focus on research and development and to improve the 
end-use of our wood fibre, we acquired IIOMJX Ltd. in January 2010 for $7.1 million. 
This corporate acquisition is small but strategically impo1tant adding valuable 
intellectual property rights and two engineered-wood processing facilities located in 
Guangdong and Jiangsu Provinces to our operations. Homix ~~~· developed 
environment·:friendly technology, an efficient proces!l· using recompo~·e(//echnology to 
convert :m11lfl-dlameter plantation logs Into building materials and furniture. Since we 
plan to grow high volumes ofeucnlypt and other FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of our fibre, stlpplying a 
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variety of downstream customers and enhancing economic rural development. [Emphasis 
added] 

133. However, Homix itself then had no patent designs registered with the PRC State 

Intellectual Prope1ty Office. At that time, Homix had two subsidiaries, Jiangsu and Guangzhon 

Pany Dacheng Wood Co. The latter then had no patent designs registered with the PRC State 

Intellectual Property Office, while Jiangsu had two patent designs. However, each such design 

was for wood dyeing, and not for the conversion of small-diameter plantation logs into building 

materials and furniture. 

(iv) Sino fails to disclose that Yunan Shunxuan was a Related Party 

134. In addition, during the Class Period, Sino purportedly purchased approximately 1,600 

hectares of timber in Yunnan province from Yunnan Shunxuan Forestry Co. Ltd. Yunnan 

Shunxuan was part of Sino, acting under a separate label. Accordingly, it was considered a 

related party for the purposes of the GAAP disclosure J'equirements, a fact that Sino failed to 

disclose. 

135 . The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the 

2009 Audited Annual Financial Statements, the 2009 AIF, the Ql 2010 MD&A, the Ql 2010 

interim financial statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, 1he 

Q3 20 l 0 MD&A, the Q3 201 0 interim financial statements, the 20 I 0 Annual MD&A, the 20 I 0 

Audited Annual Financial Statements, and the 2010 AIF. 

136. Sino's failure to disclose that Yunnan Shunxuan was a relnted pa1ty was a violation of 

GAAP, and a misrepresentat ion. 

(v) Sino fails to disclose that Yuda Wood was a Related Party 

137. Huaihua City Yudu Wood Co. Ltd., based in Huaihua City, Hunan Province ("Yuda 

Wood"), was a majo1· supplier ofSino at material times. Yucla Wood was founded In April2006 
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and, from 2007 until 20 I 0, its business with Sino totalled approximately 152,164 Ha and RMB 

4.94 billion. 

138. During that period, Yuda Wood WHS a related party of Sino. Indeed, in the Second 

Repo11, the IC acknowledged that "there is evidence suggesting close cooperation {be/ween 

Sino and Ytlda Wood] (including administrative assistance, possible payment of capital at the 

time of e~·tablishment, joint control of certain of Yuda Wood's RMB bank accounts and lite 

numerous em ails indicating coordination of funcling and other business activities)" [emphasis 

added.] 

139, The fact that Yuda Wood was a related party of Sino during the Class Period was a 

material fact and was required to be disclosed unde1· GAAP, but, during the Class Period, that 

fact was not disclosed by Sino in any of the ImptJgned Documents, or otherwise. 

(vi) Sino fails to Disclose /hat Mqjor Suppliers were Related Parties 

140. At material times, Sino had at least thirteen suppliers where former Sino employees, 

consultants or secondees are or were directors, ofticet·s and/or shareholders of one or more such 

suppliers. Due to these and other connections between these suppliers and Sino, some or all of 

such suppliers were in fact undisclosed t•elated parties of Sino. 

141. Including Yucla Wood, the thirteen suppliers referenced above accounted for 43% of 

Sino's pmported plantation purchases between 2006 and the first quarter of2011. 

142. In none ofthe Impugned Documents did Sino disclose that any ofthese suppliers were 

t•clated parties, not· did it disclose sufficient particulars of its t·elations with such suppliers as 

would have enabled the investing public to ascertain that those suppliers were re lated parties. 
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D. Misrepresentations relating to L\'ino 's Relations with Forestry Bureaus and its 
Purported Title to Forestty Assets in the PRC 

143. Tn at least two instances during the Class Pel'iod, PRC forestry b\1reau officials were 

either concurrently or subsequent·ly employees of, or consultants to, Sino. One forestry bureau 

assigned employees to Sino and other companies to assist in the development of the forestry 

industry in its jurisdiction. 

144. In addition, a vice-chief of the forestry bureau was assigned to work closely with Sino, 

and while that vice chief still drew a basic snlat•y from the forestry bureau, he also acted as a 

consultant to Sino in the conduct of Sino's business. This arrangement was in place for several 

years, That vice-chief appeared on Sino's payroll from January 2007 with a monthly payment of 

RMB t5,000, which was significant compared with his forestry bureau salary. 

145. In addition, at material times, Sino and/or its subsidiaries and/or its suppliers made cash 

p~yments and gave '1gifts" to forestry bureau officals, which potentially constih.rted a serious 

criminal offence under the Jaws of the PRC. At least some of these payments and gifts were 

made or glven in order to induce the recipients to iss1.1e "confirmation letters" in relation to 

Sino's pmported holdings in the PRC of standing timber, These practices utterly compromised 

the integrity of the pi'Ocess whereby those "conti1·mation letters'' were obtained. 

146. Further, a chief of a forestry bu reau who had authorized the issuance of confirmations to 

Sino was al'rested due to corruption charges. That forestry bureau hnd issued conti1·mations only 

to Sino and to no other companies. Subsequent to the termination ofthat forestry bureau chief, 

that forestry bureau did not issue confirmations to any company. 

147. The foregoing facts wct·e material because: (I) they undermined the reliability (if any) of 

the documentation upon which Sino relit:<.i and continues to rely to establish its ownership of 
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standing timbet·; and (2) the corruption in which Sino was engaged exposed Sino to potential 

criminal penalties, including substantial fines, as well as a risk of sevet·e rcputational damage in 

Sino's most important market, the PRC. 

148. However, none of these facts was disclosed in any ofthe Impugned Documents. On the 

contrary, Sino only made the fo I lowing disclosure regarding former government officials in its 

2007 Annual Report (and in no other Impugned Document), which was materially incomplete, 

1md a misrepresentation: 

To ensul'e successful growth, we have trained and promoted staff from within our 
organization, and ·hired knowledgeable people with relevant working experience 
and industry expertise- some joined us from forestry bureaus in various regions 
and provinces and/or state-owned tree farms. ( ... ] 4. Based in HeyuM, 
Guangdong, Deputy OM responsible for Heyuan plantations, previously with 
forestry bureau; studied at Yangdongxian Dangxiao [Mr. Liang] 5. Based in 
Hunan, Plantation controller, graduated fi·om Hunan Agricultural University, 
previously Assistant Manager ofstate-<lwned farm trees in Hunan [Mr. Xie]. 

149. ln respect of Sino's purported title to standing timber in the PRC, Sino possessed 

Plantation Rights Certificates, or registered title, only in respect of I 8% of its purported holdings 

of standing timber as at December 31,2010, a fuct nowhere disclosed by Sino during the Class 

Period. This fact was highly material to Sino, inasmuch as standing timber comprised a large 

proportion of Sino's assets throughout the Class Period, and in the absence of Plantation Rights 

Certificates, Sino could not establish its title to that standing timber. 

150. Rather than disclose this highly material fact, Sino made the following mist·eprescntations 

in the following Impugned Documents: 

(a) In the 2008 AJF: "We have obtained the plantation rights certiflcates or 

requisite approvals for acquiring the relevant plantation rights for mosl of lhe 

purcha.\·ed tree plantations and planted tree plantations currently under our 

management, and we are in the process of applying for the plantation rights 
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certificates for those plantations fol' which we have not obtained such certificates" 

[emphasis added]; 

(b) In the 2009 AJF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of tlte 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; and 

(c) In the 2010 AJF: "We have obtained tl1e plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations (tnd planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations fo1· which we have not obtained such certificates" 

[emphasis added]. 

151. In the absence of Plantation Rights Certificates, Sino relies principally on the pUI'chase 

contracts entered into by its BVI subsidiaries ("BVls") in order to demonstrate its ownership of 

standing timber. 

152. Howeve1·, under PRC law, those contracts are void and unenforceable. 

153. Jn the alternative, if those contracts are valid and enforceable, they arc enforceable only 

as against the counter·parties through which Sino purported to ncquire the standing timber, and 

not against the party who has registered title (ifany) to the standing timber. Because some or· all 

of those counterparties were or became insolvent, corporate shells or thinly capitali?..ed, then any 

claims that Sino would have against those counterpa11ies under PRC law, whether for unj\.rst 

enrichment or otherwise, were of tittle to no value, and certainly constituted no subst itute for· 

registered title to the standing timber which Sino plll'pol'ted to own. 
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154. Sino never disclo sed these material facts during the Class Period, whether in the 

fmpugncd Documents or otherwise . On the contrary, Sino made the following 

misrepresentations in relation to its purported tit le to standing timber: 

(a) In the July 2008 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

lega lly own our purchased plantations"; 

(b) In the June 2009 O ffering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approva ls issued by the relevant forestry bureaus, we 

lega lly own our purchased plantations"; 

(c) In the October 2010 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

lega lly own our purchased plantations"; 

(d) In the 2006 AI F, Sino stated "Based on the supplemental pm·chase contracts and 

the plantation rights certificates issued by the relevant for·estry departments, we 

have the lega l l'ight to own our purchased tree plantations"; 

(e) In the 2007 AIF, Sino stated "Based on the l'elevant purchase contracts and the 

approvals issued by the relevant forestry departments, we have the legal right to 

own our purchased tree plantations"; 

(t) In the 2008 AJF, Sino stated "Based on the re levant purchase contmcts and the 

approvals issu~ by the relevant forcstly bureaus, we legally own our purchased 

tree plantations"; 
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(g) In the 2009 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the local 'forestry bureaus, we legally own our purchased 

plantations»; 

(h) In the December 2009 Offel'ing Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the local forestry bureaus, we 

legally own our purchased plantations"; and 

(i) Jn the 2010 AJF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

plantations." 

155. ln addition, during the Class Period, Sino never disclosed the material fact. belatedly 

revealed ln the Second Report, that "in practice it is not able to obtain Plantation Rights 

Certificates for standing timber purchases when no land transfer rights are transferrecf' 

[emphasis added]. 

156. On the contrary, during the Class Period, Sino made the fo l'lowing misrepresentatioA in 

each ofthe 2006 and 2007 AlPs: 

Since 2000, the PRC has been improving its system ofregistering plantation land 
ownership, plantation land use rights and plantation ownership rights and its 
system of issuing ce11ificates to the persons having plantation land use rights, to 
owners owning the plantation trees and to owners of the plantation land. In April 
2000, the PRC State Forestry BUL·eau announced the "Notice on the 
Implementation ofNationwide Uniform Plantation Right Certificates" (Lin Zi Fa 
(2000J No. 159) on April 19, 2000 (the "Notice"). Under the Notice, a new 
uniform form ofplantation rights certificate is to be used commencing from the 
date of the Notice. The same type of new form plantation rights certificate will 
he Jssr~ed to the persons having the right to use the plantation land, to pe1·sons 
who own the plantation land and plantation trees, and to persons having the 
right to use plantation trees. 

[Emphasis added] 
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J 57. Under PRC Jaw, county and provincial forestry bureaus have no allthority to issue 

confirmation letters. Such letters cannot be relied upon in a court of law to resolve a dispute and 

are not a guarantee of title. Notwithstanding this, during the Class Period, Sino made the 

fo !lowing misrepresentations: 

(a) In the 2006 AIF: "In addition, for the purchased tree plantations, we have 

obtained confirmations from the relevant forestry bureaus that we have the 

legal right to own the purchased tree plantations for which we have not received 

certificates., [emphasis added]; and 

(b) In the 2007 AJF: 11For our Purchased Tree Plantations, we have applied for the 

relevant Plantation Rights Certificates with the competent local forestry 

departments. As the relevant locations where we pu1·chased our Purchased Tree 

Plantations have not fully implemented the new form Plantation Rights 

Certificate, we are not able to obtain all the corresponding Plantation Rights 

Certificates for our Purchased Tree Plantations. In tltis connection, we obtained 

confirmation on our ownership of our Purchased Tree Plantations from the 

relevant forestry departments." [emphasis added] 
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E. Misrepresentations relating to Sino's Relationships with its A/s 

158. In addition to the misrepresentations alleged above in relation to Sino's Als, including 

those a lleged in Section VI.C hereof (Misrepresentations relating to Sino's Related Party 

Transactions), Sino made the following misrepresentations during the Class Period in relation to 

its relationships with it Als. 

(i) Stno Misrepresents the Degree of its Reliance on its Als 

159. On March 30, 2007, Sino issued and filed on SEDAR its 2006 AIF. In that AIF, Sino 

stated: 

... PRC laws and regulations require foreign companies to obtnin licenses to engage in 
any business activities in the PRC. As a result ofthese requirements, we currently engage 
in our trading activities through PRC authorized intermediaries that have the requisite 
business licenses. There is no assurance that the PRC government will not take action to 
restrict our ability to engage in t"rading activities through our allthorized intermediaries. 
In order to reduce our reliance on the authorized Intermediaries, we lntettd to use a 
WFOE in the PRC to enter Into contracts directly with suppliers of raw timber, and 
then process the l'aW timber, or engage others to process raw timber on lts behalf, and 
sell logs, wood chips and wood·hased products to customers, although it would not be 
able to engage in pure trading activities. 

[Emphasis added.] 

160. In its 2007 AIF, which Sino filed on March 28, 2008, Sino again declared its intention to 

reduce its reliance upon Als. 

161. These statements were false and/or materially misleading when made, inasmuch as Sino 

had no intention to reduce matel'ially its reliance on AJs, because its Ais were critical to Sino's 

ability to inflate its revenue and net income. Ratht:r, these statements had the effect of mitigating 

any investor concern arising (i·om Sino's extensive reliance upon Als. 

162. Throughout the Class Period, Sino continu~;d to depend heav ily upon Als for its 

purported sales o f standing timber. In tact, contrary to Sino's purported intention to reduce its 

reliance on its AJs, Sino's reliance on its AJs in tact increased during the Class Period. 
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(iJ) Sino Misrepresents the Tax-related Risks Arising from its use of Als 

163. Throughout the Class Period , Sino materially understated the tax-related risks arising 

from its use of Als. 

164. Tax evasion penalties in the PRC are sevet·e. Depending on whether the PRC authorities 

seek recovery of unpaid taxes by means of a civil or criminal proceeding, its claims for unpaid 

tax tu·e subject to eithet· a five~ or ten-year limitation pel"iod. The unintentional failure to pay 

taxes is subject to a 0.05% per day interest penalty, while an intentional failure to pay taxes is 

punishable with fines of up to five times the unpaid taxes, and confiscation of part or all of the 

criminal's personal prope11ies maybe also imposed. 

165. Therefore, because Sino professed to be tmable to determine whether its Ais have paid 

required taxes, the tax-related risks al'ising from Sino's use of Ais were potentially devastating. 

Sino failed, however, to disclose these aspects of the PRC tax regime in its Class Period 

disclosure doctJments, as alleged more particula1·ly below. 

166. Based upon Sino's reported results, Sino's tax accruals in all of its Impugned Documents 

that were interim and annual financial statements were materially deficient. For example, 

depending on whether the PRC tax authorities would assess interest at the rate of 18.75% per 

annum, or would assess no interest, on the unpaid income taxes of Sino's BVI subsidiaries, and 

depending also on whether one assumes that Sino's Als have paid no income taxes or have paid 

50% of the income taxes d\1e to the PRC, then Sino's tax acctuals in its 2007, 2008, 2009 and 

2010 Audited Annual Financial Statements were understated by, respectively, US$10 million to 

US$150 million, US$50 million to US$260 million, US$81 million to US$371 million, and 

US$83 mil lion to US$493 million. Impot1antly, were one to consider the impact of unpaid taxes 

other than unpaid income taxes (for example, unpaid value-added taxes), then the amounts by 
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which Sino's tax accJ·uals were understated in these financial statements would be substantially 

larger. 

167. The aforementioned estimates of the amounts by which Sino's tax accruals were 

understated also assume that the PRC tax authorities only impose interest charges on Sino's BV1 

Subsidiaries and impose no other penalties for unpaid taxes, and assume fl.u·ther that the PRC 

authorities seek back taxes only for the preceding five years. As indicated above, each of these 

nsstlmptions is likely to be unduly optimistic. In any case, Sino's inadequate tax accruals 

violated GAAP, and constituted misrepresentations. 

168. Sino also violated GAAP in its 2009 Audited Annual Financial Statements by failing to 

apply to its 2009 financial results the PRC tax. guidance that was issued in February 20 I 0. 

Although that guidance was issued after year-end 2009, GAAP required that Sino apply that 

guidance to its 2009 financial results, because that guidance was issued in the S\lbsequent events 

period. 

169. Based upon Sino's reported profit margins on its dealings with Als, which margins are 

extraordinat·y both in relation to the profit margins of Sino's peers, and in relation to the limited 

risks that Sino purports to assume in its transactions with its Als, Sino's Als are not satisfying 

their tax obligations, a ·fuct that was either known to the Defendants or ought to have been 

known. If Sino's extraordinary profit mat·gins arc real, then Sino and its Als must be dividing 

the gains from non-payment oftaxes to the PRC. 

170. During the Class Period, Sino never disclosed the tnte nature of the tax-related risks to 

which it was exposed. This omission, in violation of GAAP, rende1·ed each of the following 

statements a misrepresentation: 
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(a) In the 2006 Annual financial Statements, note ll [b] "Provision for tax related 

liabilities" and associated text; 

(b) Jn the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates,'' and associated text; 

(c) In the AIF dated March 30, 2007, the section "Estimation of the Company's 

provision for income and related taxes," and associated text; 

(d) In the Ql and Q2 2007 Financial Statements, note 5 ~'Provision for Tax Related 

Liabilities," and associated text; 

(e) ln the Q3 2007 Financial Statements, note 6 ''Provision for Tax Related 

Liabilities," and associated text; 

(f) ln the 2007 Annual Financial Statements, note 13 [bJ "Provision for tax related 

liabilities," and associated text; 

(g) In the 2007 Annual MD&A and Amended 2007 Annual MD&A. the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(h) Jn the AIF dated March 28, 2008, the section "Estimation of the Col·pot·ation's 

provision for income and related taxes," and associated text; 

(i) Tn the Q 1, Q2 and Q3 2008 Financial Statements, note 12 11Provision fot· Tax 

Related Liabilities," and associated text; 

U) In the Ql, Q2 and Q3 2008 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the sect ion "Critical Accounting Eslimatcs," and associated text; 

(k) In the July 2008 Offering Memorandum, the subsection "Taxation" in the section 
4'Munagement's Discussion and Analysis of Financial Condition and Results of 

Operations," and associated text; 
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(1) In the 2008 Annual Financial Statements, note 13 [d] "Provision for tax related 

liabilities/' and associated text; 

(m) Jn the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subsection 

'~Provision for Tax Related Liabilities" in the section "Cl'it ical Accounting 

Estimates," and associated text; 

(n) ln the AIF dated March 31, 2009, the section "We may be Hable for income and 

related taxes to our business and operations, particularly our BVJ Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated te~t ; 

(o) In the Ql, Q2 and Q3 2009 Financial Statements, note 13 "Provision for Tax 

Related Liabilities,, and associated text; 

(p) Tn the Ql, Q2 and Q3 2009 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(q) ln the 2009 Annual Financial Statements, note 15 [dJ "Provision for tax •·elated 

Habilities,'' and associated text; 

(r) In the 2009 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Acc01:111ting Estimates," and associated text; 

(s) In the AJF dated March 31,2010, the section "We may be liabJe for income and 

related taxes to our business and operations, particulady our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(t) In the Q I and Q2 2010 financial Statements, note I 4 '1Provision for Tax Related 

Liabilities," and associated text; 

(u) In the Q1 and Q2 2010 MD&As, the subsection "J>rovision for Tnx Related 

Liabil it ies" in the section "Critical Accounting Estimates,'' and associated text; 
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(v) In the Q3 2010 Financ ial Statements, note 14 ICProvision and Contingencies for 

Tax Related Liabilities," and associated text; and 

(w) In the Q3 2010 MD&As, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Crit ical Accounting Estimates," and associated 

text; 

(x) In the October 2010 Offering Memorandum, the subsection "Taxation" in the 

section "Selected Financial Information,, and associated text; 

(y) In the 2010 Annual Financial Stntements, note 18 HProvision and Contingencies 

for Tax Related Liabilities/' and associated text; 

(z) In the 20 I 0 Annual MD&A, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; and 

(aa) In the AJF dated Mat·ch 31, 2011, the section '~We may be liable for income and 

related taxes to our business and operations, pa1ticularly our BVI Subsidiaries, in 

amounts greater than the amo tmts we have estimated and for which we have 

provisioned," und associated text. 

171. In every Impugned Document that is a financial statement, the line item "Accounts 

payable and accrued liab ilities" and associated figures on the Consolidated Balance Sheets fails 

to properly acco1.mt for Sino's tax accruals and is a misrepresentation, and a violation ofGAAP. 

172. During the Class Period, Sino also failed to disclose in any of the Impugned Documents 

that were AlPs, MD&As, financial statements, Prospectuses or Offering Memoranda, the risks 

relating to the repatriation of its earnings rrom the PRC. In 201 0, Sino added two new sections 

to its AIF regnrding the risk that it would not be nble to repatriate earnings ·fi·o m its BVI 

subsidiaries (which deal with the Als). The amount ofretaincd earnings that may not be able to 

be repatriated is stated therein to be US$1.4 billion. Notwithstanding this disclosure, Sino did not 
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disclose in these Impugned Documents that it would be unable to 1·epatriate any eamings absent 

proof of payment ofPRC taxes, which it has admitted that it lacks. 

(iii) Sino Misrepresents its Accounting Treatment of its Als 

173. ln addition, there are material discrepancies in Sino's descriptions of its accounting 

treatment of its Als. Beginning in the 2003 AIF, Sino described its Als as follows: 

Because ofthe provisions in the Operational Procedures that specify when we and 
the authorized intermediary assume the risks and obligations relating to the 1·aw 
timber or wood chips, as the case may be, we treat these transactions for 
accounting purposes as providing that we take title to the raw timber when it is 
delivered to the authorized intermedial'y. Title then passes to the authorized 
intermediary once the timbet· is processed into wood chips. Accordingly, we treat 
the autltor/.zed Intermediaries for accounting purposes as being both our 
suppliers and customers In these transactions. 

[Emphasis added.] 

174. Sino's disclostll'es WOJ'e consistent in that regard up to and including Sino's first AIF 

Issued in the Class Pel'iod (the 2006 AIF), which states: 

Because of the provisions in the Operational Procedures that specify when we and 
the Al assume the risks and obligations relating to the raw timber OJ' wood chips, 
as the case may be, we treat these tt·ansactions for accounting purposes as 
providing that we take title to the raw timber when it is delivered to the AI. Title 
then passes to the AI once the timber is processed into wood chips. Accordingly, 
we treat the AI for accounting purposes as being both our supplier and 
customer in these transactions. 

[Emphasis added.] 

175. In subsequent AJFs, Sino ceased without explanation to disclose whether it treated AJs 

for accounting purposes as being both the supplier and the customer. 

I 76. Following the issuance of Muddy Waters' report on the last day of the Class Period, 

however, Sino declared publ icly that Muddy Waters was «wrong" in its assertion that, for 

accounting purposes, Sino treated its Ats as being both supplier and customer in transactions. 

This claim by Sino implies either that Sino misrepresented its accounting treatment of AJs in its 
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2006 AlP (and in its AJFs for prior years), or that Sino changed its accounting treatment of its 

ATs after the issuance of its 2006 ATF. ff the Iotter is true, then Sino was obliged by GAAP to 

disclose its change in its accounting treatment of its Als. It failed to do so. 

F. Misrepresentations relating to Sino's Ca.9h Flow Stutements 

177. Given the nature of Sino's operations, thnt of a frequent trader of standing timber, Sino 

improperly accounted for its purchases of timber assets as "Tnvestments" in its Consolidated 

Statements Of Cash Plow. In fact, such purchases are "Inventory" within the meaning ofGAAP, 

given the natu1·e of Sino's business. 

178. Additionally, Sino violated the GAAP 'matching' principle in treating timber asset 

purchases as "Investments" and the sale oftimber assets as "Inventory": cash flow that came into 

the company was h-eated as cash flow tl·orn operations, but cash flow that was spent by Sino was 

treated as cash flow for investments. As a result, "Additions to timber holding" was improperly 

treated as a "Cash Flows Used In Investing Activities'' instead of"Cash Flows From Ope1'ating 

Activities, and the item "Depletion of timber holdings included in cost of sales" should not be 

included in "Cash Flows Pt·om Operating Activities," because it is not a cash item. 

179. The effect of these misstatements is that Sino's Cash Flows From Operating Activities 

were materially overstated throughout the Class Period, which created the impression that Sino 

was a far more successfu l cash generator than it was. Such mismatching and misclassification is 

a violation ofGt\AP. 

180. Cash Flows Prom Operating Activities arc one of the crucialmetrics used by the financial 

analysts who followed Sino's pet·formance. These misstatements were designed to, and did, 

have the effect of causing such analysts to materially overstate the value of Sino. This material 
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overstatement was incorporated into various research reports made available to the Class 

Members, the market and the public at large. 

I 81. Matching is a foundational requirement ofGAAP reporting. E&Y and BDO were awa1·e, 

at all material times, that Sino was required to adhere to the matching principle. If E&Y and 

BDO had conducted GAAS-complaint audits, they would have been aware that Sino's reporting 

was not GAAP compliant with regard to the matching principle. Accordingly, if they had 

conducted GAAS-compliant aud its, the statements by E&Y and BDO that Sino's reporting was 

GAAP~compliant were not only false, but were made, at a minimum, recklessly. 

182. Further, at all material times, E&Y and BDO were aware that misstatements in Cas h 

Flows From Operating Activities would materially impact the market's valuation of Sino. 

183. Accordingly, in every Impugned Document that is a financial statement, the Consolidated 

Statements Of Cash Flow are a misrepresentation and, particularly, the C11sh Flows From 

Operating Activities item and associated figures is materially overstated, the "additions to timber 

hold ings" item and figures is required to be listed as Cash Flows From Operating Activities, and 

the "depletion of timber ho !dings included in cost of sales" item and figures should not have 

been included. 
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G, Misr•epresentations relating to Certain Risks to which s;no was exposed 

(i) Sino ts conducting "business aotivifies" in China 

J 84. At material times, PRC Jaw required foreign entities engaging in "business activities" in 

the PRC to register to obtain and maintain a license. Violation of this requirement could have 

resulted in both administrative sanctions and criminal punishment, including banning the 

unlicensed business activities, confiscating illegal income and properties used exclusively 

then:for, and/or an administrative fines of no more than RMB 500,000. Possible criminal 

punishment included a criminal tine fi·om I to 5 times the amount of the profits gained. 

185. Consequently, were Sino's BVI subsidiaries to have been engaged in unlicensed in 

"business activities" in the PRC dul'ing the Glass Period, they wou Jd have been exposed to risks 

that were highly material to Sino. 

186. Under PRC Jaw, the term "business activities" genera'\ly encompasses any for-profit 

activities, and Sino's BVl subsidiaries were in fact engaged in unlicensed "business activities" in 

the PRC during the Class Period. Bowever, Sino did not disclose this fact in any of the 

Impugned Documents, including in its AlFs for 2008-2010, which purported to make full 

disclosme ofthe materiall'isks to which Sino was then exposed. 

(ii) Sf no fails to disclose that no proceeds were pafd to it by its Als 

187. ln the Second Repo1t, Sino belatedly revealed that: 

ln practice, proceeds from the Entrusted Sale Agreements are not paid to SF but 
are held by the Als as instructed by SF and subsequently used to pay for further 
purchases of standing timber by the same or other BVls. The Als will continue to 
hold these proceeds until the Company instructs the Als to use these proceeds to 
pay for new BVI standing timber purchases. No proceeds are directly pail/ to the 
Company, either om·hore or offshore. 

[Emphasis added] 
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188. This material facl was never disclosed in any of the Impugned Documents during the 

Class Period. On the contrary, Sino made the following statements during the Class Period in 

relation to the proceeds paid to it by its Als, each of which was materially misleading nnd 

therefore a misrepresentation: 

(a) lfl the 2005 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other PRC liabilities" [emphasis added]; 

(b) In the 2006 Annual MD&A, the S11bsection "Provision for Tax Related 

Liabilities" in the section ''Critical Accounting Estimates," and associated text; 

(c) In the 2006 financial statements, Sino stated: ''As a result, the ffl(ljorlJy of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other liabilities denominated in Renminbi" [emphasis added]; 

(d) In the 2007 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi;" 

(e) In the 2008 financial statements, Sino stated: "As a result, tile majority of the 

accounts receivable arising from sales of standing timbe1· are realized th1·ough 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; 

(t) In the 2009 financia l statements, Sino stated: "As a resl.llt, the majority of the 

accounts receivable arising fi·om sales of standing timber are realized through 

instructing the debtors lo settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; and 
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(g) Jn the 2010 tinancial statements, Sino stated: "As a result, the majority of the 

accollnts receivable arising fi·om sales or standing timber are realized thro\Jgh 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]. 

H. Misrepresentations relating to Sino's GAAP Compliance and the Auditors' GAAS 
Compliance 

(i) Sino, Chan and Horsley misrepresent that Sino complied with GAAP 

189. In each of its Class Pel'iod financial statements, Sino repl'esented that its financial 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set 0ut elsewhere 

herein. 

190. In particular, Sino misrep1·esented in those financial statements that it was GAAP-

compliant as follows: 

(a) In the annual statements filed on March 19, 2007, at Note I: "These consolidated 

financial statements Sino-Forest Corporation (the "Company") have been 

prepared in United States dollars in accordance with Canadian generally accepted 

accounting principles"; 

(b) ln the annual financial statements filed on March 18, 2008, at Note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dol lars and in accordance with Canadian 

generally accepted accounting principles"; 

(c) In the annual financial statements filed on Murch 16, 2009, at note I: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 
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(d) In the annual financial statements filed on Mnrch 16, 2010, at note 1 : "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been p1·epared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; and 

(e) In the annual financial statements filed on March 15,2011, at note 1: "The 

consolidated financial statements of Sino-Fo1·est Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles". 

191. In each of its Class Period MD&As, Sino represented that its reporting was GAAP~ 

compliant, which was a misrepresentation for the reasons set out elsewhere herein. 

192. In particular, Sino misrepresented in those MD&As that it was GAAP-compliant as 

follows: 

(a) In the annual MD&A filed on March t 9, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(b) In the quarterly MD&A filed on May 14, 2007: 1'Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

(c) In the quarterly MD&A flied on August 13, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

(d) In the quarterly MD&A filed on November 12, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 
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(e) In the annual MD&A filed on March 18, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(f) In the amended annual MD&A filed on March 28,2008: "Except where otherwise 

ij:)dicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(g) In the quarterly MD&A filed on May I 3, 2008: "Except where otherwise 

indicated, aJl financial information reflected herein is determined on the basis of 

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

(h) In the quarterly MD&A filed on August 12, 2008: "Except where otherwise 

indicated, all financial information reflected herein i~ determined on the basis of 

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

(i) rn the quarterly MD&A filed on November 13, 2008: "Except where otherwise 

indicated, all financial informution t·cflected herein is determined on the basis of 

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

G) In the annua l MD&A filed on March 16, 2009; "Except where otherwise 

indicated, a ll financial infot·mation reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (OAAP)"; 

(k) In the amended anmml MD&A filed on March 17, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(1) In the quarterly MD&A filed on May 11, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(m) In the quarterly MD&A filed on August 10, 2009: ''Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Cantldian genel'ally accepted accotmling princ ip l ~;s (GAAP)"; 
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(n) !n the quarterly MD&A filed on November I 2, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadi~n Generally Accepted Accounting Principles ("GAAP")"; 

(o) Tn the annual MD&A files on March 16, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"~ 

(p) Jn the quarterly MD&A filed on May 12, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(q) Jn the quarterly MD&A filed on August 10, 20 10: ·~xcept where othct·wise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Oenea-ally Accepted Accounting Principles ("OAAP'T'; 

(r) In the quarterly MD&A filed on Novembea· 10, 2010: .. Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("OAAP")"; and 

(s) Jn the annual MD&A filed on March 15, 20 I I: "Except where otherwise 

indicated, all financial information reflected he1·cin is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")." 

193. In the Offcl'ings, Sino represented that its reporting was GAAP-compliant, which was a 

misrepresentation for the reasons set out elsewhere herein. 

194. In particular, Sino misrepresented in the Offerings that it was GAAP-compliant as 

follows: 

(a) fn the July 2008 Offel'ing Memorandum: "We prepare our financial statements on 

a consolidated basis in flCcordancc with accounting principles gene1·ally accepted 

in Canada ("Canudian GAAP")[ ... ]," "Our auditor·s conduct their audit of our 
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financial statements in accordance with auditing standards generally accepted in 

Canadn" and "Each of the foregoing reports or financial statements will be 

prepared in accordance with Canadian generally accepted accounting principles 

other than for reports prepared for financial periods commencing on or after 

January 1, 2011 [ ... ]"; 

(b) In the June 2009 Offering Memorandum: ''We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "O'ur auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada," "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP," "Our audited and consolidated 

financial statements fo r the years ended December 3 1, 2006, 2007 and 2008 and 

our unaudited interim consolidated financial statements for the three·month 

periods ended March 31, 2008 and 2009 have been prepared in accordance with 

Canadian GAAP,'; 

(c) In the June 2009 Offel'ing Memorandum; "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles ger.~erally accepted 

in Canada ("Canadian OAAP")[ ... ]," "Our auditot·s conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada" and "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian OAAP"; and 

(d) In the Octo ber 20 I 0 Offering Memorandum: "We prepare otH· financial 

statements on a consolidated basis in accordance with accounting principles 

generally accepted in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct 

their audit of our financia l statements in accordance with auditing standards 

generally accepted in Canada," 'The audited and unaudited consolidated financial 

statements were prepal'ed in accordance with Canadian GAAP," "Our audited and 

consolidated financial statements for the years ended December 31, 2007, 2008 

and 2009 and our unaud ited interim consolidated ftnuncial statements for the sixw 
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month periods ended Jtme 30, 2009 nnd 2010 hnve been prepared in acco rdance 

with Canadian GAAP." 

195. In the Class Period Management's Reports, Chan and Horsley represented that Sino's 

reporting was GAAP~compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

196. Jn particular, Chan and Horsley misrepresented in those Managemenfs Reports that 

Sino's financial statements were GAAP~compliant as follows: 

(a) In the annual statements filed on March 19, 2007 Chan and Borlsey stated: .cThe 

consolidated financial statements contained in this Annual Report have been 

prepared by management in accordance with Canadian generally accepted 

accounting principles"~ 

(b) In the annual financial statements filed on March 18, 2008 Chan and J-Jorlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009 Chan ~:~nd Horlscy 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(d) ln the anmml financial statements filed on March 16, 2010 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been pt·epared by management in accordance with Canadian genera lly 

accepted acCO'unting principles"; and 

(c) In the annual financial statements filed on March 15, 2011 Chan and Horlsey 

stated: "The consolldated financial statements cont<lined in this Annual Report 

596 



82 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles." 

(ii) E& Y and BDO misrepresent that Sino complied with GAAP and that they complied 
withGAAS 

197. In each of Sino's Class Period anm1al financial statements, E&Y or BOO, as the case 

may be, represented that Sino's reporting was GAAP~compliant, which was a misrepresentation 

for the reasons set out elsewhere herein. In addition, in each such annual financial statement, 

B&Y and BDO, as the case may be, represented that they had conducted their audit in 

compliance with GAAS, which was a misrepresentation because they did not in fact conduct 

their a\1dits in accordance with GAAS. 

198. In particular, E&Y and BDO misrepresented that Sino's financial statements were 

GAAP-compliant and that they had conducted their at1dits in compliance with GAAS as follows: 

(a) ln Sino's annual financial statements filed on March 19, 2007, BDO stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the linancial position of the Company as at 

December 31, 2006 and 2005 and the resu Its of its operatio11s and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the June 2007 Prospectus, BOO stated: "We have complied with Canadian 

generally accepted standards for an auditor's invo lvement with offering 

documents"; 

(c) In Sino's annual financial statements filed on Murch 18, 2008, l:::&Y stated: "We 

conducted 0\11' audit in accordance with Canadian generally accepted auditing 

standat·ds" and "ln our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 
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Decembe1· 31, 2007 and the resu Its of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting pl'lnciples. 

The financial statements as at December 31, 2006 and for the year then ended 

wet·e audited by other auditors who expressed an opinion without reservation on 

those statements in their report dated Mar·ch 19, 2007''; 

(d) In the July 2008 Offering Memorandum, BOO stated: "We conducted our audit in 

accordance with Canadian generally accepted auditing standards" and «ln our 

opinion, these consolidated financial statements present fairly, in all material 

respects, the financial position ofthe Company as at December 31, 2006 and 2005 

and the results of its operations and its cash flows for the years then ended in 

accordance with Canadian generally accepted accounting principles" and E&Y 

stated «We conducted our audit in accordance with Canadian generally accepted 

auditing standards'' and "In our opinion, these consolidated financial statements 

present fairly, in all material respects, the financial position ofthe Company as at 

December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting 

principles"; 

(e) In Sino's annual financial statements filed on March 16, 2009, E&Y stated; "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standtwds" and "In our opinion, these consolidated financial statements present 

fairly, in al'l material respects, the financial positioJ:l of the Company as at 

December 31, 2008 and 2007 and the res'U Its of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(f) In Sino's annual financial statements filed on March 16, 2010, E&Y stated: "We 

conducted our audits in accordance with Canadian g~::nerally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2009 and 2008 and the rcsu Its of its operations ancl its cash flows 
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for the yea1·s then ended in accordance with Canadian generally accepted 

accounting principles"; and 

(g) ln Sino's annual financial statements filed on March 15, 2011 , E&Y stated: "We 

conducted om· audits in accordance with Canadian generally accepted auditing 

standards." and ''In our opinion, the consolidated financial statements present 

fairly, in all material respects, the financial position of Sino-Forest corporation as 

at December 31, 2010 and 2009 and the results of its operations and cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles." 

(iii) The Market Relied on Sino 's Purported GAAP-compliance and E&Y's and BDO's 
purported GAAS-compliance in Sino's Financial Reportlng 

199. As a public company, Sino communicated the results it claimed to have achieved to the 

Class Members via quarterly and annual financial •·esults, among other disclosm·e documents. 

Sino's auditors, E&Y and BDO, as the case may be, were instrumental in the communication of 

Sino's financia l information to the Class Members. The auditors certified that the financia l 

statements were compliant with GAAP and that they had performed their audits in compliance 

with GAAS. Neither was true. 

200. The Class Members invested in Sino's securities on the crit ica l premise that Sino's 

financial statements were in fact GAAP-compliant, and that Sino's auditors had in fact 

conducted their audits in compliance with GAAS. Sino's reported financial resu lts were also 

followed by analysts at numerous financial institutions. These analysts promptly reported to the 

market at large when Sino made earnings announcements, and incorporated into their Sino-

related analyses and reports Sino's purportedly GAAP-compliant financia l results. These 

analyses and reports, in turn, significant ly affected the market price for Sino's securities. 
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201. The market, including the Class Members, would not have relied on Sino's financial 

reporting had the auditors disclosed that Sino's financial statements were not reliable or that they 

had not followed the processes that would have amply t·evealed that those stalements were 

reliable. 

VII. CHAN'S AND HORSLEY'S FALSE CERTIFICATIONS 

202. Pursuant to National Instrument 52wJ09, the defendants Chan, as CEO, and Horsley, as 

CFO, were required at the material times to certify Sino's annual and quarterly MD&As and 

Financial Statements as well as the AIFs (and all documents incorporated into the AIFs). Such 

cet1ifications included statements that the filings "do not conta,in any untrue statement of a 

material fact or omit to state a material fact required to be stated or that is necessary to make a 

statement not misleading in light of the circumstances under which it was made" and that the 

reports "fail'ly present in all matel'ial respects the financial condition, results of operalions and 

cash flows ofthe issuer.'' 

203. As particularized elsewhere herein, however, the Impugned Documents contained the 

Representation, which was false, as well as the other misrep1·esentations alleged above. 

Accordingly, the ceJtifications given by Chan and Horsley were false and were themselves 

misrepresentations. Chan and Horsley made such false certifications knowingly or, at a 

min im um, recklessly. 

VIII. TilE TRlJTH IS REVEALED 

204. On June 2, 201 I, Muddy Waters issued its initial report on Sino, and stated in part 

therein: 
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Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures - even thougJ:J, booause of TRE's defau It on its investment obligations, 
the N never went into operation. TRE just lied. 

The foundation ofTRE's fraud is a convoluted structure whereby it claims to run 
most of its revenues through "cn.Jthorized intermediaries" ("AI"). Als are 
supposedly timber trader customers who purportedly pay much of TRE's value 
added and income taxes. At the same time, these Ais allow TRE a gmss margin of 
55% on standing timber merely for TRE having speculated on tl'ees. 

The sole pmpose of this structure is to fabricate sales transactions while having an 
excuse for not having the VAT invoices that are the mainstay of China audit 
work. IfTRE really were processing over one billion dollars in sales through Als, 
TRE and the Als would be in serious legal trouble. No legitimate public company 
would take such risks - particularly because this structure has zero upside. 

[ ... ] 
On the other side of the books, TRE massively exaggerates its assets. TRE 
significantly falsifies its investments in plantation fiber (trees) . .Jt purports to have 
purchased $2.891 bill·ion in standing timber under master agreements since 2006 
[ ... ] 
[ ... ] 

Valuation 

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the 
potential recovery, we va~ue its equity at less than $1.00 per share. 

205. Muddy Waters' report also disclosed that (a) Sino's business is a fi·audulcnt scheme; (b) 

Sino systemically overstated the value of its assets; (c) Sino failed to disclose various related 

party transactions; (d) Sino misstated that it had er-~forced high standards of governance; (c) Sino 

misstated that its J'eliance on the Als had decreased; (f) Sino misrepresented the tax risk 

associated with the use of Als; and (g) Sino failed to disc lose the risks re lat ing to repatt·iation of 

earnings fi·om PRC. 

206. After Muddy Waters, initial l'eport became public, Sino shares fell to $14.46, at which 

point trading was halted (a decline of 20.6% rrom the pl'e-disc losure close of $18.21). When 
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trading was allowed to resume the next day, Sino's shares fell to a close of $5.23 (a decline of 

71.3% from June 1). 

207. On November 13, 201 I Sino released the Second Report in t·edacted form. Thet·ein, the 

Committee summarized its find ings: 

B. Overview ofPdncipa1 Findings 

The following sets out a ve1·y high level ove1·view of the lC's principal findings 
and should be read in conjunction with the balance ofthis report. 

Timber Ownership 

[ ... ] 
The Compa11y does not obtain registered title to BVI purchased plantations. In 
the case of the BVIs' plantations, the IC has visited forestt')' bureaus, Suppliers 
and AJs to seek independent evidence to establish a chain of title or payment 
transactions to verify such acquisitions. The purchase contracts, set~off 
arrangement documentation and forestry bureau confirmations constitute the 
documentary evidence as to the Company's contractual or other rights. The IC 
has been advised that the Company's rights to such plantations could be open to 
challenge. However, Management has advised that, to date, It is u11aware of any 
such challenges that have ttot been resolved with the Suppliers in a mannel' 
satisfactory to the Company. 

Forest!)' Bureau Confirmations and Plantation Rights Certificates 

Registered title, through Plantation Rights Certificates is not available in the 
jul'isdictions (i.e. cities and counties) examined by the IC Adviso1·s for standing 
timber that is held without land use/lease rights. Therefore the Company was not 
able to obtain Plantation Rights Cer1iflcates for Its BVIs standing timber assets 
In those areus. ln these circumstances, the Company sought confirmations fr·om 
the 1·elevant local forestry bureau acknowledging its rights to the standing limber. 

The IC Advisors reviewed forestry bureau confirmations fo1· virtually all BVIs 
assets and non-Mandra WFOE purchased plantations held as at December 3 I, 
2010. The IC Advisors, in meetings organized by Management, met with a 
sample of forestry bureaus with a view to obtaining verification of the Company's 
rights to standing timber in those jurisdictions. The result of such meetings to date 
have concluded with the forest1·y bureaus or t·elated entities having issued new 
confirmations as to the Company's contractual rights to the Company in respect 
of 111,177 Ha. as of December 31, 20 I 0 and 133,040 Ha. as of March 31, 2011, 
and have acknowledged the issuance of existing confirmations issued to the 
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Company as to certain rights, among other things, in respect of 113,058 Hn. as of 
December 31 , 201 0. 

Forestry bureau confirmations are not officially recognized documents and are 
not Issued pursuant to a legislative mandate or, to the knowledge of the JC, a 
published poUcy. It appears they were issued at the request of the Company or 
its Suppliers. The confirmations are not title documents, in the Westem sense of 
that term, although the lC believes they should be viewed as comfort indicating 
the relevant forestry bureau does not dispute SF's claims to the standing timber to 
which they relate and might provide comfort in case of disputes. The purchase 
contracts are the primat·y evidence of the Company's interest in timber assets. 

ltr the meetings with forestry bureaus, the IC Advisor~· did trot obtain signlftcant 
insight into the Internal authorization or diligence processes undertaken by the 
forestry bureaus in issuing confirmations and, as reflected elsewhere in this 
report, the JC did not have visibility into or complete comfort regarding the 
methods by which those confirmations were obtained. It should be noted that 
several Suppliers observed that SF was more demanding than other buyers in 
requiring forestry bureau confirmations. 

Book Value of Timber 

Based on its review to date, the IC is satisfied that the book value of the BVls 
timber assets of $2.4 76 billion reflected on its 2010 Financial Statements and of 
SP WFOE standing timber assets of $298.6 mill ion reflected in its 2010 Financial 
Statements reflects the purchase prices for such assets as set out in the BVTs and 
WFOE standing timbe1· purchase contracts reviewed by the IC Advisors. Further, 
the purchase prices for such BVls timbe1· assets have bee·n reconciled to the 
Company's financial statements based on set~off documentation relating to such 
contracts that were l'eviewed by the !C. However, these comments are also 
subject to the conclusions set out above under ('Timber Ownership" on title and 
other rights to plantation assets. 

The JC Advisors reviewed documentation acknowledging the execution of the 
set-off arrangements between Suppliers, the Company and Als for the 2006M20 10 
period. However, the JC Adv!J·ors were unable to review any documentation of 
Als or Suppliers which independently verified movements of cash in connection 
with such set-off arrangements between Suppliers, the Company and the Als 
used to settle purchase prices paid to Suppliers by Als on beha(f of SF. We note 
also that the independent valuation referred to in Purt VHJ below has not yet been 
completed. 

Revenue Reconciliation 

As reported in its First Interim Report, the IC has reconciled reported 2010 total 
revenue to the sales prices in BYis timber sales contracts, together with macro 
customer level dnta fi·om other businesses. However, the JC was unable to review 
any documentation of Als or Suppliers which independently verified movements 
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of caslt in connection with set-off arrangements used to settle purchase prices 
paid, or sale proceeds received by, or on behalf of SF. 

Relationships 

• Yuda Wood: The JC is satisfied that Mr. Huang Ran is not currently an 
employee of the Company and that Yuda Wood is not a subsidiary of the 
Company. Howevet, there Is evidence suggesting close cooperation (including 
administrative assistance, possible payment of capital at the time of 
establishment, joint control of cel'lairt of Yuda Wood's RMB bank accounts lmd 
the numerous emails indlcatiflg coordination of funding and other business 
activities). Management has explained these arrangements were mechanisms that 
allowed the Company to monitor its interest in the timber transactions. Further, 
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship in 
a number of Suppliers (See Section VI.B). The IC Advisors have been introduced 
to persons identified as influential buckers of Yudn Wood but were unable to 
determine the relationships, if any, of such persons with Yuda Wood, the 
Company or other Suppliers orAls. Management explanations of a number of 
Yuda Wood~related emails and answers to E&Y's questions are being reviewed 
by the IC and may not be capable of independent verlflcatlon. 

• Other: The IC's review has ident~fled other situations which require further 
review. These sitllations suggest that the Company may have close relationships 
with certain Suppliers, and certain Suppliers and Als may have cross~ 
ownership and other relationships with each other. The IC notes that in the 
interviews conducted by the IC with selected Als and Suppliers, all such parties 
represented that they were independent of SF. Management has very recently 
provided information and analysis intended to explain these situations. The JC is 
reviewing this matel'ial from Management and intends to report its find ings in this 
regard in its final report to the Board. Some of such information and explanations 
may not be capable of independent verification. 

• Accounting Considerations: To the exJent that any of SF's purchase and sale 
transactions are with related parties for accounting purposes, the value of these 
transactions as recorded on the books and records of the Company may be 
impacted. 

[ ... ] 
BVI Structure 

The BVI structure used by SF to purchase and sell standing timber assets could be 
challenged by the relevant Chinese authorities as the undertaking of "bllsiness 
activities" within China by fot·eign companies, which may only be undertaken by 
entities established with in China with the requisite approvals. However, there is 
no clear definition of what constitutes "business activities" under Chinese law and 
there are different views among the IC's Chinese counsel and the Company's 
Chinese counsel as to whether the purchase and sale of tim ber in China as 
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undertaken by the BVIs could be considered to constitute "business activities" 
within China. In the event that the relevant Chinese authorities consider the BVls 
to be undertaking "business activities" within China, they may be required to 
cease such activities and could be subject to other regu Ia tory action. As 
regularization of foreign businesses in China is an ongoing process, the 
government has in the past tended to allow foreign companies time to restructure 
their operations in accordance with regulatory requirements (the cost of which is 
unceJtain), rather· than enforcing the laws strictly and imposing penalties without 
notice. See Section II.B,2 

C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its 
attempts to implement a robust independent process which would yield reliable 
results. Among those challenges are the following: 

(a) Chinese Legal Regime for Forestry: 

·national laws and policies appear not yet to be implemented nt all local levels; 

• in practice, none of the local Jurisdictions tested in which BVIs hold standing 
timber appears to have instituted a government registJ·y and documentation system 
for the ownership of standing timbet· as distinct from a government registt·y 
system for the ownership ofp1antation land use rights; 

• the registration of plantation land use rights, the issue of Plantation Rights 
Certificates and the establishment of registries, is incomplete in some jurisd ictions 
based on the information available to the lC; 

• as a result1 title to standitJg timber, when not held 111 conjunction with a land 
use right, cannot be definitively proven by reference to a government 
maintained register; and 

• SinowForest has requested confirmations from forestry bureaus of its acquisition 
of timbet· holdings (excluding land leases) as additional evidence of ownership. 
Certain forestry bureaus and Suppliers have indicated the confirmation was 
beyond the typical di ligence practice in China for acquisition of timber holdings. 

(b) Obtuining Information from Third Parties: For a variety ofreasons, all of them 
outside the control of the IC, it is very difficult to obtain information fi·om third 
parties in China. These reasons include the following: 

• many of the third parties from wltom the IC wanted Information (e.g., Al~, 
Suppliers and forestry bureaus) are not compellable by the Company or 
Canadian legal processes; 

• third parties appeared to hnve concerns relating to disclosllre of information 
regarding their operations that could become public or fall into the hands of 
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Chinese government autho1·ities: many thil·d parties explained their reluctance to 
provide requested documentation (lnd information as being '1or tax reasons" 
bttt declined to elaborate; and 

' awareness of MW allegations, investigations and information gathering by the 
OSC and other parties, and court proceedings; while not often explicitly 
articulated, third parties had an awareness of the controversy surrounding SF and 
a t·eluctance to be associated with any of these allegations or drawn into any of 
these p1·ocesses. 

[ ... ] 

(c) Corporate Governance/Operational Weaknesses: Management has asserted 
that business in China is based upon relationships. The IC and the fC Advisors 
haye observed this through their efforts to obtain meetings with forestry bureaus, 
Suppliers and Als and their other experience in China. The importance of 
relationships appears to have resulted in dependence on a relatively small group 
of Management who at·e integral to maintaining customer relationships, 
negotiating and finalizing the purchase 1:tnd sale of plantation fibre contracts and 
the settlement of accounts receivable and aocounts payable associated with 
plantation fibre contracts. This concentration of authority or lack of segregation of 
duties has been previously disclosed by the Company as a control weakness. As a 
result and as disclosed in the 2010 MD&A, senior Management in their ongoing 
evaluation of disclosure contt·ols and procedures and internal controls over 
financial reporting, recognizing the disclosed weakness, determined that the 
design and controls were ineffective. The Chairman and Chief Financial Officer 
provided annual and quat1erly certifications oftheir regulatory filings. Related to 
this weakness the following challenges presented themse)ves in the examination 
by the IC and the IC Advisors: 

• opet·ational and administration systems that are generally not sophisticated 
having regard to the size and complexity of the Company's business and in 
relation to North American practices; including: 

•incomplete or inadequate record creation and retention practices; 

• contracts not maintained in a central location; 

• signi·ficant volumes of data maintained across multiple locations on 
decentralized servers; 

• data on some servers in Chi1ta appearing to have been deleted on an 
irregul(ll' basis, and there Is no back-up system; 

• no integmted accounting system: accounting data is not maintained on a 
single, consolidated application, which can require extensive manual 
procedures to prod~1ce reports; and 
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• a treasury function that was centralized for certain major financial 
accounts, but was not actively involved in the control or management of 
numerous local operations bank accounts; 

• no internal audit function although there is evidence the Company has 
undertaken and continues to assess its disclosure controls and procedures and 
internal contro Is over financial reporting using senior Management and 
independent control consultants; 

• SF employees conduct Company affairs from time to time using personal 
devices and non-corporate email addresses which have been observed to be 
shared across groups of staff and changed on a periodic and organized basis; this 
complicated and delayed the examination of email data by the IC Advisors; and 

• Jack of full cooperation/openness in the ICs examination from certain members 
of Management. 

(f) Complexity, Lack of Visibility into, and Limitatiof.ls of BVIs Model: The use 
of Als and Suppliers as an essential feature of the BVIs standing timber 
business model contributes to the lack of visibility Into title documentation, cash 
movements and tax liability since cash settlement in respect of the BVIs 
standing timber transactions takes place outside of the Company's books. 

(g) Cooperation and openness of the Company's executives th1·oughout the 
process: From the outset, the rc Advisors sought the full cooperation and Stlpport 
of Allen Chan and the executive management team. Initially, the executive 
management team appeared ill~preparcd to address the fC's concerns in an 
organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the IC Advisors' examination. In any event, signiflcant 
amounts of material information, particularly with respect to the relationship 
with Yuda Wood, interrelationships between Als and/or Suppliers, were not 
provided to the IC Advisors as reque.~ted. In late August 2011 on the instructions 
of the JC, interviews ofManagement were conducted by the IC Advisors in which 
documents evidencing these connections were put to the Management for 
explanation. As a result of these interviews (which were also attended by BJ) the 
Company placed certain members of Management on administrative leave upon 
the advice of Company counsel. At the same time the OSC made allegations in 
the CTO of Management misconduct. 

( ... ] 

(h) Independence of the IC Process: The cooperation and collaboration of the IC 
with Management (operating under the direction of the new Chief Executive 
Officer) and with Company counsel in completing certain aspects of the IC'.'i 
mandate has been noted by the OSC and by E& Y. Both have questioned the 
degree of independence of the JC from Management as a result of this 
interaction. The TC has explained the practical impediments to its wol'k in the 
context of the distinct bus iness culture (and associated issues of privacy) in the 
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forestry sectot· in China in which the Company operates. Cooperation of third 
parties in Hong Kong and China, including employees, depends heavily on 
relationships and trust. As noted above, the Company's placing certain members 
of Management on administrative leave. as well as the OSC's allegations in the 
CTO, further hampered the IC's ability to conduct its process. As a resltlt, the 
work of the IC was frequently done with the assistance of, or in reliance on, the 
new Chief Executive Officer and his Management team and Company counsel. 
Given that Mr. Mat1in was, in effect, selected by the IC and BJ was appointed in 
late June 20 11, the JC concluded that, while not Ideal, this was a practical and 
appropriate way to proceed in the circumstances. As evidenced by the increased 
number of scheduled meetings with forestry bureaus, Suppliers and Als, and, very 
recently, the delivery to the lC of information rega1·d ing AJs and Suppliers and 
relationsh ips among the Company and such parties, it is acknowledged that Mr. 
Martin's involvement in the process has been beneficial. Tt is also acknowledged 
that in executing his role and assisting the IC he has had to rely on certain of the 
members of Management who had been placed on administrative leave. 

[Emphasis added] 

208. On January 31,2012, Sino released the Final Report. Jn material part, it read; 

This Final Report of the IC sets out the activities undertaken by the IC since mid~ 
November, the findings from such activities and the lC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of TC members in the Company's 
Restructuring and Audit Committees, both of which arc advised by diffe1·ent 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC ls 
JtOW at the point of dlmlnt~hlng retums because much of the Information which 
tt Is seeking lies witlt lton .. compellable tltlrd parties, may not exist or is 
apparently not retrievable from the records of the Company. 

ln December 20 II, the Company defaulted under the indentures relating to its 
outstanding bonds with the result that its resources are now more focused on 
dealing with its bondholders. This process is being overseen by the RestrtJCtUJ·ing 
Committee appointed by the Board. Pursuant to the Waiver Agreement dated 
January 18, 2012 between the Company and the holders of a majority of the 
principal amount of its 20 I 4 Notes, the Company ag1·eed, among other things, that 
the final J'Cport ofthe JC to the Boa1·d would be made public by January 31, 2012. 

Given the circumstances described above, the JC understands that, with the 
delivery of this Final Report, its review ond examination activities at·e terminated. 
the 1C does not expect to undc1·take fmther work other than assisting with 
responses to regulators and the RCMP as requ ired and engaging in such further 
specific activities as the IC may deem advisable or the Board may instruct. The 
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lC has asked the JC Advisors to remain avaiJable to assist and advise the IC upon 
its instructions. 

[ ... ] 

IT. RELATIONSHIPS 

The objectives of the JC's examination of the Company's relat ionships with its 
Ais and Suppliers were to determine, in light of the MW allegations, if such 
relationships are arm's length and to obtain, if possible, independent verification 
of the cash flows underlying the set-off transactions described in Section II.A of 
the Second Interim Rcp01t. That the Company's relationships wltlt its Als and 
Suppliers be arm's length is releV(liJt to SF's abtllty under GAAP to: 

• hook its timber assets at cost In its 2011 and prior years' financiaL statements, 
both audited and unaudited 

• recognize revenue from standing timber sales as currently reflected in its 2011 
and prior years' financial statements, both audited and unaudited. 

A. Yuda Wood 

Yuda Wood was founded in April 2006 and was until 2010 a Supplier of SF. Its 
business with SF from 2007 to 2010 totalled approximately 152> 164 Ha and RMB 
4.94 bil'Jion. Section VI.A and Schedule VI.A.2(a) ofthe Second Interim Report 
described the MW allegations relating to Yuda Wood, the review conducted by 
the IC and its findings to date. The lC concluded that Huang Ran is not cwrrently 
an en=1plo yee, and that Yuda Wood is not a subsidia1·y, of the Company, However, 
there is evidence sugge.~tlng a close cooperation between SF and Yuda Wood 
which the IC had asked Management to explain. At the time the Second Interim 
Report was issued, the JC was continuing to review Management's explanations 
of a number of Yuda Wood-related emails and certain questions arising there­
fi·om. 

Subsequent to the issuance of its Second lnte1·im Report in mid-November, the JC, 
with the assistance of the lC Advisors> has reviewed the Management 1·esponses 
provided to date relating to Yuda Wood and has sought further explanat ions and 
documentary support for such explanations. This was supplementary to the 
activities ofthe Audit Committee of SF and its advisors who have had during this 
period primary carriage of examining Management's responses on the interactions 
of SF and Yuda Wood. While many answers and explanations have been 
obtained, the JC believes that they are not yet sufficient to allo w it to fully 
understand th e nature and scope of the relationship between SF and Yuda 
Wood. Accordingly1 ba~·ed 011 the Information it has obta/nefl, the IC is still 
unable to Independently verify tltat the relationship of Yuda Wood is at arm's 
length to SF. lt is to be noted that Management is ofthe view that Yuda Wood is 
unrelated to SF for accounting purposes. The IC remains satisfied thttt Yuda is 
not a subsidiary ofSP. Management continues to undertake work related to Yuda 
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Wood, including seeking documentation from third parties and responding to e­
mails where the responses are not yet complete or prepared. Management has 
provided certain banking records to the Audit Committee that the Audit 
Committee advises support Management's position that SP did not capitalize 
Yuda Wood (but that review is not yet completed). The lC anticipates that 
Management will continue to work with the Audit Committee, Company counsel 
and E& Y on these issues. 

D. Other Relationships 

Section Vl.B.l of the Second Interim Report described certain other relationships 
which had been identified in the C01.lrse of the lC's preparation for certain 
interviews with Als and Suppliers. These relationships include (I) thirteen 
Suppliers where former SF employees, consultants or secondees are or have 
been directors, officers and/or shareholders (Including Yuda Wood),· (It) an AI 
with a former SF employee in a senior posiiJon,• (iii) potential relationships 
between Als and Suppliers; (iv) set-of! payments for BVI standing timber 
purchases being made by companies that are not Als and other setoff 
arrangements involving non-A! entities; (v) payments by Als to potentially 
con11ected Suppliers; and (vi) sale of standing timber to an AI potentially 
coTtnecJed to a Supplier of that timber. Unless expressly addressed herein, the 
IC has no further update of a material nature on the items raised above. 

On the instructions of the 1C, the IC Advisors gave the details of these possible 
relationships to Management for further follow up and explanation. Just prior to 
the Second Interim Report, Management provided information regarding Als and 
Suppliers relationships among the Company and such pal'ties. 

This information was in the form of a report dated November 10, 2011, 
subsequently updated on November 21, 2011 and January 20, 2012 (the latest 
version being the "Kaitong Report") prepared by Kaitong Law Firm ("Kaitong"), 
a Chinese taw firm which advises the Company. The Kaitong Report has been 
separately delivered to the Board. Kaitong ltas advi~·ed that much of the 
information in the Kaltong Report was provided by Management and ha.~ not 
been independently verified by such law firm or the IC. 

[ ... J 

The Knitong Repott generally describes certain relationships amongst Ais and 
Suppliers and certain relationships between their personnel and Sino-Forest, 
either identified by Management or through SAIC and other searches. The 
Kaitong Repot·t also specifically addresses certain relationships identified in the 
Second Interim Report. The four main areas of information in the Kaitong Report 
arc as follows and are discussed in more detail below: 

(i) Backers to S\tpplicrs and ATs: The Kaitong Report explains the concept of 
"backers" to both Suppliers and ATs. The Knitong Report suggests that backers 
are individuals with considerable influence in political, social or business circles, 
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or all three. The Kaitong Report also states that such backers or their identified 
main business entities do not generally appear in SAJC filings by the Suppliers or 
A Is as shareholders thereof and, in most instances, in any other capacity. 

(ii) Suppliers and Als with Former SF Personnel: The appendices to the 
Kaitong Report list certain Suppliers that have former SF personnel tiS 

current shareholders. 

(iii) Common Shareholdei'S Between Suppliers and AJs: The Kaitong Report 
states that there are S Suppliers and 3 Als with current common shareholders 
but there is no cross majority ownership positions between Suppliers and Als. 

(iv) Transactions Involving Suppliers and Als that have Shareholders in common: 
The Kaitong Report states that, where SF has had transactions with Suppliers and 
Als that have certain current shareholders in common as noted above, the su bject 
timber in those transactions is not the same; that is, the timber which SF buys 
from such Suppliet·s and the timber which SF sells to such Als are located in 
different counties or provinces. 

The IC Advisors have reviewed the Kaitong RepOtt on behalf of the IC. The IC 
Advisors liaised with Kaitong and met with Kaitong and current and former 
Management. A description of the Kaitong Report and the IC's findings and 
comments are summarized below. By way of summary, the Kaitong Report 
provides considerable information regarding relationships among Suppliers and 
Als, and between them and SF, but much of this information related to the 
1·elationship of each backer with the associated Suppliers and Als is not Sllpported 
by any documentary or other independent evidence. As such, some of the 
information provided is unverified and, particularly as it relates to the nature of 
the relationships with the hackers, Is viewed by th e JC to be likely unverifiable 
by it. 

1. Backers to Suppliers and Als 

{ ... ] 

Given the general lack of information on the backers or the natme and scope of 
the relationships between the Suppliers orAls and their respective backers and the 
absence of any documentary support or independent evidence of such 
relationships, the JC has been unable to reach any conclusion as to the existence, 
nature or importance of such relationships. As a result, the IC is unable to a:,·~·ess 
the implications, if any, of these backers with respect to SF':,· relationships with 
Its Suppliers or AI.v. Based on its experience to date, including interview.\' with 
Suppliers and Als involving persons who have now been identified as backers 
in the Kaitong Report, the IC believes that it woultl be very difficult for the IC 
Advisor.\' to arrange interviews with either the Als or Suppliers or their 
respective backers and, if arranged, that such interviews would yield very little, 
if any, verifiable information to .\·uch advisors. The IC understands Management 
is continuing to seek meetings with its Als and Suppliers with the objective of 
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obtttining info rmation, to the extent such is available, that will provide further 
background to the relationships to the Audit Committee. 

[ ... ] 
2. Suppliers and A Is with Former SF Personnel 

The Appendices to the Kaitong Repo1t list the Suppliers with former SF pet·sonnel 
as current shareholders. According to the information previously obroined by the 
IC Advisors, the identification offonner SF personnel indicated in the Kaitong 
Report to be current shareholders of past or current Suppliers is col'l'ect. 

(a) Suppliers with former SF personnel 

The Kaitong Report, which is limited to examining Suppliers where ex~SF 
employees are cut'l'ent shareholders as shown in SAIC fi1ings, does not provide 
material new information conceJ•ning Suppliers where former SF employees were 
identified by the !C in the Second Interim Report as having various past or present 
connections to current or former Suppliers except that the Kaitong Report 
provides an explanation of two transactions identified in the Second Intel'im 
Report. These involved purchases of standing timber by SF fium Suppliers 
controlled by persons who were employees of SF at the time of these t ransactions. 
Neither ofthe Suppliet·s have been related to an identified backer in the Kaitong 
Report. The explanations at·e similar indicating that neither of the SF employees 
was an office1· in charge of plantation purchases or one of SF's senior 
management at the time of the transactions. The employees in question were 
Shareholder #I 4 in relation to a RMB 49 million purchase from Supplier# 18 in 
December 2007 (shown in SAIC filings to be I 00% owned by him) and 
Shareholder #20 in relatio1:1 to a RMB 3.3 million pUI·chase from Supplier #23 
(shown in SAlC filings to be 70% owned by him) in October 2007. The Kaitong 
Report indicates Shareholder #20 Is a current employee of SF who then had 
responsibiltttes in SF's wood board production business. 

The lC is not aware that the employees' owne1·ship positions were brought to the 
attention of the Boa1·d at the time of the transactions or, subsequently, until the 
publication of the Second Interim Report and understands the Audit Committee 
will consider such information. 

(b) Ais with former SF personnel 

The Kaitong Report indicates that no SF employees are listed in SAJC filing 
reports as current shareholders of Als. Except as noted herein, the IC agrees with 
this statement. The Kaitong Report does not address the apparent role of an ex­
employee Officer f/.3 who was introdllced to the IC as the person in charge of AI 
#2 by Backer #5 of AI Conglomerate #1. Backer #5 is identified in the Kaitong 
Report as a backer of two Als, including AI#2. (The Kaitong Report properly 
does not include AI #14. as anAl for this pm·pose, whose 100% shareholder is 
former SF employee Officer #3. However, the IC is satisfied that the activ ities of 
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this entity primnl'ily relate to certain onshol'ing transactions that facilitated the 
transfer of SF BVI timbet· assets to SF WFOE subsidiaries.) 

There was one other instance where a past shareholding relutionship has been 
identified between an AI #1 0 and persons who we1·e previously or are still shown 
on the SF human t·esources records, Shareholder #26 and Shareholde1· #27. 
Management has explained that suci:l ent ity sold wood board processing and other 
assets to SF and that the persons associated with that company consulted with SF 
afler such sale in L'elation to the purchased wood board processing assets. Suclr 
entity subsequently al$0 undertook material timber purchases as an AI of SF in 
2007-2008 over a time period ln which such persons are shown as shareholders 
of such AI i11 the SAIC filing reviewed (as to 47.5% for Shareholder #26 and as 
to 52.5% for Shareholder #27). That time period also intersects the time that 
Shareholder #26 is sllown in such human resources records and partially 
intersects the tlme that Shareholder #27 is shown on such records. 
Management has al,vo explained til at Shareholder #26 subsequent to the time of 
such AI sales became an employee of a SF wood board processing subsidiary. 
Management has provided certain documentary evidence of lt.Y explanations. 
The IC understands that the Aufllt Committee will consider this matter. 

3. Corr.~mon Shareholdet·s between Supplier and Afs 

The Kaitong Report states that the1·e are S Suppliers and 3 Ais that respectively 
have certain common current shareholders but also states that there is no cross 
control by those current shareholders of such Suppliers or Als based on SAJC 
filings. The Kaitong Report conectly addresses current cross shareho ld ings in 
Suppliers and AI-s based on SAIC filings but does not address certain other 
shareho Jd ings. With the exception of one situation of cross control in the past, the 
rc has not identified a circumstance in the SAJC filings reviewed where the same 
person controlled n Supplier at the time it contt·olled a different AI. The one 
exception is that from April 2002 to February 2006, AI #13 is shown in SAIC 
filings as the 90% shareholder of Supplier! AI #14. AI #13 did hm·lnes~· with SF 
BVIs from 2005 through 2007 and Suppller/AI #14 supplied SF BVlv from 
2004 through 2006. However, the IC to date has only identified one contract 
involving timber bought from Supplier/A! #14 that was subsequently sold to AI 
#13. It involved a parcel of 2J379 Ha. timber sold to AI #13 in December 2005 
that originated from a larger timber pllrchase contract with Supplier/A! #14 
earlier that year. .Management has provided an e.xplanntion for this 
transaction. The IC understands that the Audit Committee will consider this 
matter. 

4. Transactions invoJving Suppliers and Als with Cutrent Shareholders in 
Common 

The Kaitong Repott states that where SF has had transactions with 5 Suppliers 
and 3 Als that have cut·rcnt shareholders in common (but no one controlling 
shareholder) as shown in SAJC iilings, the subject timber in the lransactions they 
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each undertook with SP is not the same; that is, the timber which SF buys trom 
the Suppliers and the timber which SF sells to the Als where the Supplier and AI 
have a current common shareholder were located in different areas and do not 
involve the same plots of timber. The Kaitong Report further states that where 
SF has had transactions with 5 Suppliers and 3 Ais with current shareholders in 
common as shown in SAIC filings, SF had tl'ansactions with those Als prior to 
having tt·tmsactions with those Suppliers, thus SF was not overstating its 
transactions by buying and selling to the same counterparties. 

f ... ] 

The Kaitong Report does not specifically address historical situations involving 
common shareholders and potential other interconnections between AJs and 
Suppllei·s that may appear as a result of the identification of backers. There is 
generally no ownership connection shown in SAIC filings between backers and 
the Suppliers and Als associated with such backe•·s in the Kaitong Report. 

[ ... ] 
VT. OUTSTANDING MATfERS 

As noted in Section T above, the IC understands that with the delivery of this 
report, its examination and review activities are terminated. The JC would expect 
its next steps may include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as it may deem advisable Ol' the Boat·d may 
instruct. 

(Emphasis added] 

IX. SINO REWARDS ITS EXPERTS 

209. Bowland, Hyde nnd West are former E&Y partners and employees. They served on 

Sino's Audit Committee but purported to exercise oversight oftheir former E&Y colleagues. In 

addition, Sino's Vice~Pres ident, Finance {Corporate), Thomas M. Maradin, is a former E&Y 

employee. 
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210. The charter of Sino's Audit Committee required that Ardell, Bowland, Hyde and West 

"review and take action to eliminate all factors that might impair, or be perceived to impair, the 

independence of the A~1ditor." Sino 's practice of appointi ng E&Y personnel to its board- and 

paying them handsomely (for example, Hyde was paid $163,623 by Sino in 2010, $115,962 in 

2009, $57,000 in 2008 and $55,875 in 2007, plus options and other compensation)- undermined 

the Audit Committee's oversight ofE&Y. 

21 1. E&Y's independence was impaired by the significant non-audit fees it was paid d~;~ring 

2008-2010, which total $712,000 in 2008, $1,225,000 in 2009 and $992,000 in 20 I 0. 

212. Further, Andrew Fyfe, the former Asia-Pacific President for P~yry Forestry Industry Ltd, 

was appointed Chief Operating Officer of Grcenhcart, and is the director of several Sino 

subsidiaries. Fyfe signed the Poyry valuation 1·eport dated June 30, 2004, March 22, 2005) March 

23, 2006. March 14, 200 8 and A pri I 1, 2009. 

213. George Ho, Sino's Vice President, Finance (China), is a former Senior Manager of the 

BOO. 

X. THE Dl~FENDANTS' RELATIONSHIP TO THE CLASS 

21 4. By virtue of their purported accounting, financial and/or managm·ial acumen and 

quali fications, and by vit·tue of their having assumed, voluntarily and for profit, the role of 

gotekcepers, the Defendants had u duty at common law, informed by the Securities Legislation 

and/or the CBCA, to exercise care and diligence to ensure that the Impugned Documents fair ly 

and accurately disclosed Sino's financial condition and performance in accorduncc with 0/\AP. 

215. Sino is n reporting issuer and had an ob ligat ion to make timely, full, true and accurate 

disclosure of material facts and changes with respect to its business and affairs. 
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216. The Individual Defendants, by virtue of their positions as senior officers and/or directors 

of Sino, owed a duty to the Class Members to ensure that public statements on behalf of Sino 

were not untrue, inaccurate or misleading. The contimJOus disclosure requirements in Canadian 

securities law mandated that Sino provide the Impugned Documents, including quarterly and 

annual financial statements. These documents were meant to be read by Class Members who 

acquired Sino's Securities in the secondary market and to be relied on by them in making 

investment decisions. This public disclosure was prepared to attract investment, and Sino and the 

Individual Defendants intended that Class Members would rely on public disclosure for that 

purpose. With respect to Prospectuses and Offering Memoranda, these documents were prepared 

for pl'imary market purchasers. They include detailed content as mandated under Canadian 

securities legislation, national instruments and OSC rules. They were meant to be read by the 

Class Members who acquired Sino's Securities in the primary market. and to be relied on by 

them in making decisions about whether to purchase the shares or notes under the Offerings to 

which these Prospectuses and Offering Memoranda related. 

2 17. Chan and Horsley had statt1tory obligations under Can ad ian sect1rities law to ensure the 

accuracy of disclosure documents and provided certifications in respect of the annual reports, 

financial statements and Prospectuses during the Class Period. The other Individual Defendants 

were directors of Sino during the Class Period and each had a statutory obligation as a dh·ector 

under the CECA to manage or supe1·vise the management of the business and affairs of Sino. 

These Individual Defendants also owed n statutory duly of care to shareholders under section I 22 

of the CBCA. In addition, Poon, along with Chan, co-founded Sino and has been its president 

since 1994. He is intimately aware of Sino's operations and as a long~standing senior officer, he 
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had an obligation to ensure proper disclo~nwe. Poon authorized, permitted 01· acquiesced in the 

release of the Impugned Documents. 

218. BDO and E&Y acted as Sino's Auditors and provided audit reports in Sino's annual 

financial statements that wel'e directed to shareholders. These audit reports specified that BOO 

and E&Y had conducted an audit in accordance with GAAS, which was unh·ue, and included 

their opinions that the financial statements presented fairly, in all material respects, the financial 

position of Sino, the results of operations and Sino's cash flows, in accordance with GAAP. 

BDO and E&Y knew and intended that Class Members would rely on the at1dit reports and 

assurances about the material accuracy of the financial statements. 

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

signed one or more of the Prospectuses and certified that, to the best of its knowledge, 

information and belief, the particular prospectus, together with the documents incorporated 

therein by reference, const ituted full , true and plain disclosure of all material facts relating to the 

sectll'lties offered thereby. These defendants knew that the Class Members who acquired Sino's 

Securities in the primat·y market would rely on these assurances and the trustworthiness that 

would be credited to the Prospectuses because of their involvement. Further, those Class 

Members that purchased shares under these Prospectuses purchased their shares fi·om these 

defendants as principals. 

220. Credit Suisse USA, TD and Bane of America acted as initial purchasers or dealel' 

managers for one or more of the note Offerings. These defendants knew that perso ns pmchasing 

these notes would rely on the tnJstworthiness that would be credited to the Offering Memoranda 

because of their involvement. 
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Xl. THE PLAINTIFFS' CAUSES OF ACTION 

A. Negligent Misrepresentation 

221. As aga lnst all Defendants except Poyry and the Underwriters, and on behalf of all Class 

Members who acquired Sino's Securities in the secondary market, the Plaintiffs plead negligent 

misrepresentation for all of the Tmpugned Documents except the Offering Memoranda. 

222. Labourers and Wong, on behalf of Class Members who purchased Sino Secul'ities in one 

of the distributions to which a Prospectus •·elated, plead negligent misrepresentation as against 

Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Dundee, Mel'rill, 

Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD for the Prospectuses. 

223. Grant, on behalf of Class Members who purchased Sino Securities in one of the 

distributions to which an Offering Memorandum related, pleads negligent misrepresentation as 

against Sino, BOO and E&Y for the Offering Memoranda. 

224. ln support of these claims, the sole misrepresentation that the Plaintiffs plead is the 

Representation. The Representation is contained in the language relating to GAAP 

particularized above, and was untl'ue for the reasons particularized elsewhere herein. 

225. The lmpugned Documents wcl'e prepared for the putpose of attracting investment and 

inducing members of the investing public to purchase Sino securities. The Defendants knew and 

intended at all material times that those doc\Jmcnts had been prepared for that purpose, and that 

the Class Members wotlld rely reasonably and to their detriment upon such documents in making 

the decision to purchase Sino securities. 

226. The Defendants further knew and intended that the information contained in the 

Impugned Documents wou ld be incorporated into lhe price of Sino's publicly traded securities 
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such that the trading price of those securities would at aJ.J times reflect the information contained 

in the f mpugned Documents. 

227. As set out elsewhere herein, the Defendants, other than P{jyry, Credit Suisse USA and 

Bane of America, had a duty at common law to exercise care nnd diligence to ensure that the 

Impugned Documents fairly and accmately disclosed Sino's financial condition and performance 

in accordance with GAAP. 

228. These Defendants breached that duty by making the Representation as particularized 

above. 

229. The Plaintiffs and the other Ctass Membe1·s directly or indirectly J'elied upon the 

Representation in making a decision to purchase the securities of Sino, and suffered damages 

when the falsity ofthe Repl'esentation was revealed on June 2, 2011. 

230. Alternatively, the Plaintiffs and the other Class Members J'elied upon the Representation 

by the act of pure has ing SiFlo secUI'ities in an efficient market that prompt Jy incorporated into the 

price of those securities all publicly available material information regarding the securities of 

Sino. As a result, the repeated publication ofthe Representation in these Impugned Documents 

caused the price of Sino's shares to trade at inflated prices during the Class Period, thus directly 

resttlting in damage to the Plaintiffs and Class Members. 

B. Statuto1y Claims, Negligence, Oppression, Unjust Enrichment and Conspiracy 

(i) Statutory Liability- Secondary Market under the Securities Legislation 

23 1. The Plaintiff.<> plead the claim found in Part XXJII. I of the OSA, and, if required, the 

equivalent sections of the Securities Legislation other than the OSA, aga.inst all Defendants 

except the Underwriters. 
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232. Each of the Impugned Document:l except for the December 2009 and October 2010 

Offering Memoranda is a "Core Document" within the meaning of tho Securities Legislation. 

233. Each of these Impugned Documents contained one or more misrepresentations as 

particularized above. Such misrep1·esentations and the Representation are misrepresentations for 

the purposes of the Securities Legislation. 

234. Each of the Individual Defendants was an officer and/or director of Sino at material 

times. Each of the fndividual Defendants authorized, permitted or acquiesced in the release of 

some or all ofthese Impugned Documents. 

235. Sino is a reporting issuer within the meaning of the Securities Legislation. 

236. E&Y is nn expert within the meaning of the Securities Legislation. E&Y consented to 

the use of its statements pal'ticularized above in these lmpugned Documents. 

237. BDO is an expert within the meaning of the Securities Legislation. BDO consented to 

the use of its statements pa1ticularize above in these Impugned Documents, 

238. P6yry is an expc1t within the meaning of the Securities Legislation. P6yry consented to 

the use of its statements particularized above in these Impugned Documents. 

239. At all material times, each of Sino, Chan, Poon and Horsley, BOO and E&Y knew or, in 

the alternative, was wilfully blind to the fact, tflat the Impugned Documents contained the 

Representation and that the Representation was false, and that the Impugned Documents 

contained other ofthe misrepresentations that are alleged above to have been contained therein. 

(ii) Statutory LiabiLity - Prlmary Market for Sino's Shares under the Securities 
Legislation 

240. As against Sino, Chan, Hol'sley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, R&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CJBC, RBC, Maison, Canaccord and TO, and on behalf 
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of those Class Members who purchnsed Sino shares in one of the distributions to which the June 

2009 or December 2009 Prospectuses related, Laboure1·s and Wong assert the cause of action set 

forth in s. 130 of the GSA and, if necessary, the equivalent provisions of the Securities 

Legislation other than the GSA. 

241. S ina issued the June 2009 and December 2009 Prospectuses, which contained the 

Representation and the other misrepresentations that are alleged above to have been contained in 

those Prospectuses or in the Sino disclosure documents incorporated therein by l'eference. 

(iii) Statutory Liability- Primary Market for Sino's Notes under the Securities 
Legislation 

242. As against Sino, and on behalf of those Class Members who purchased or otherwise 

acquired Sino•s notes in one of the offel'ings to which the July 2008, June 2009, December 2009, 

and October 2010 Offering Memoranda l'elatcd, Grant asserts the cause of action set fo•th in s. 

130.1 of the OSA and, if necessa1·y, the equivalent provisions ofthe Securities Legislation other 

than the OSA. 

243. Sino issued the July 2008, June 2009, December 2009 and Octobel' 2010 Offering 

Memoranda, which contained the Representation and the other misrepresentations that are 

alleged above to have been contained in those Offering Memoranda or in the Sino disclosure 

documents incorponttcd the1·ein by reference. 

(iv) Negligence Simpliciter- Primary Marketfor Sino's Securities 

244. Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Poyry and 

the Underw1·iters (co llectively, the "Primary Market Defendants") acted negligently in 

connection with one or more ofthe Offerings. 

245. As against Sino, Chan, Hors ley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, 

P~yry, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canacco1·d and TD, and on 
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behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which those Prospectuses related, Labourers and Wong assert negligence simpliciter. 

246. As against Sino, BDO, E&Y, P<:iyr·y, Credit Suisse USA, Bane of Amel'ica and TD, und 

on behalf of those Class Members who pu1·chased Sino's Securities in one ofthe distributions to 

which the Offering Memoranda related, Grant asserts negligence simpliciter. 

247. The Primary Market Defendants owed a duty of care to ensure that the Prospectuses 

and/or the Offering Memoranda they issued, or authorized to be issued, or in respect of which 

they acted as an underwriter, initial purchaser or dealer manager, made full, true and plain 

disclosure of all material facts relating to the Securities offered thereby, or to ensure that their 

opinions or reports contained in such Prospectuses and Offering Memoranda did not contain a 

misrepresentation. 

248. At all times mate1·ial to the matters complained of herein, the Primary Market Defendants 

ought to have known that such Prospectuses or Offering Memoranda and the documents 

incorporated therein by reference were materially misleading in that they contained the 

Representation and the other misrepresentations particularized above. 

249. Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/o1· 

directors at the time the Offerings to which the Prospectuses related. These Prospectuses we1·e 

created for the purposes of obtaining finuncing for Sino's operations. Chan, Horsley, Martin and 

Hyde signed each of the Prospectuses and certified that they made fu ll, true and plain disclosure 

of allmatel'ial facts relating to the shar~s offered. Wang, Mak and Murray were directors during 

one or more of these Offerings und each had a statutory obligation to manage or supervise the 

management of the business and aJTuir·s of Sino. Poon was a director for the June 2007 shat·c 

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering. 
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Poon, along with Chan, co-founded Sino and has been the president since 1994. He is intimately 

aware of Sino's business and affairs. 

250. The Underwriters acted as underwriters, initial purchasers or dealer managers for the 

Offerings to which the Prospectuses and Offering Memoranda related. They had an obligation to 

conduct due diligence in respect of those Offerings and ensure that those Securities were offering 

at a price that reflected their true value or that such distributions did not proceed if inappropriate. 

In addition, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canacco1·d and TO 

signed one or more of the Prospectt~ses and certified that to the best of their knowledge, 

information and belief, the Prospectuses constih.Jted full, true and plain disclosure of all material 

facts relating to the shares offered. 

251, E&Y and BDO acted as Sino's m1ditors and had a duty to maintain or to ensure that Sino 

maintained appropl'iate internal controls to ensure that Sino's disclosure documents adequately 

and fairly presented the business and affairs of Sino on a time-ly basis. 

252. Poyry had a duty to ensure that its opinions and reports ref1ected the true nature and value 

of Sino's assets. Pt>yry, at the time it produced each of the 2008 Valuations, 2009 Valuations, 

and 20 I 0 Valuations, specifically consented to the inclusion of those valuations or a summary at 

any time that Sino or its subsidiaries filed any documents on SEDAR or issued any documents 

put·suant to which any securities of Sino OJ' any subsidiary were offered for sale. 

253. The Primary Market Defendants have violated their duties to those Class Members who 

purchased Sino's Securities in the distributions to which a Prospectus or an Offering 

Memorandum related. 
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254. The reasonable standa1·d of care expected in the circumstances required the Prima1·y 

Market Defendants to prevent the distl'ibutions to which the Prospectuses or the Offedng 

Memoranda related from occurring prior to the correction of the Representation and the other 

misrepresentations alleged above to have been contained in the Prospectuses or the Offering 

Memoranda, or in the documents incorporated there in by reference. Those Defendants failed to 

meet the standard of care required by causing the Offerings to occur before the correction of such 

m isrepresentat ions. 

255. ln addition, by failing to attend and participate in Sino boa1·d and board committee 

meetings to a reasonable degree, Murray and Poon effectively abdicated their duties to the Class 

Members and as directors of Sino. 

256. Sino, E&Y, BDO and the Individual Defendants further breached their duty of care as 

they fai led to maintain Ol' to ensure that Sino maintail)ed appropriate internal controls to ensure 

that Sino's disclosure documents adequately and fairly presented the business and affairs of Sino 

on a timely basis. 

257. Had the Prima1·y Market Defendants exercised •·easonable care and diligence in 

connection with the distributions to which the Prospectuses related, then secur ities regulators 

likely would not hnve issued a receipt for any of the Pr·ospecttJscs, and those distributions would 

not have occurred, or would have occurred at prices that reflected the true value ofSino's shares. 

258. Had the Primary Market Defendants exe1·cised reasonable care and diligence in 

connection with the distributions to which the Offcdng Memoranda related, then those 

distributions would not have occurred, or would have occurred at pl'iccs that reflected the true 

value of Sino's notes. 
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259. The Primary Market Defendants' negligence in relation to the Prospectuses and the 

Offering Memoranda resulted in damage to Labourers, Gl'nnt and Wong, and to the other Class 

Members who purchased Sino's Securities in tho t'Ciated distributions. Had those Defendants 

satisfied their duty of care to Sl.Jch Class Members, then those Class Members would not have 

purchased the Securities that they acquired under the Prospectuses or the Offering Memoranda, 

or they would have put·chascd them at a much lower. price that reflected their true value. 

(v) Unjust Enrichment of Chan, Martin, Poon, Horsley, Mak and Murray 

260. As a resu It of the Representation and the other misrepresentations particularized above, 

Sino's shares traded1 and were sold by Chan, Martin, Poon, Horsley, Mak and Murray, at 

artificially inflated prices during the Class Period. 

261. Chan, Martin, Poon, Horsley, Mal< and Murray were enriched by their wrongful acts and 

omissions d~lring the Class Pel'iod, and the Class Members who purchased Sino shares from such 

Defendants suffered a corresponding deprivation. 

262. There was no juristic 1·eason for the resulting enrichment ofChan1 Martin, Poon, Horsley, 

Mnk and Murray. 

263. The Class Members who purchased Sino shares from Chan, Martin, Poon, Horsley, Mak 

and Murray during the Class Period are entitled to the difference between the price they paid to 

such Defendants for such shares, and the price that they would have paid had the Defendants not 

made the Representation and the other misrepresentations particularized above, and had not 

committed the wrongful acts and omissions particularized above. 
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(vi) Unjust Enrichment of Sino 

264. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

various documents, particularized above, that contained the Representation and the 

misrepresentations particularized above. 

265. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the others misrepresentations pru·ticularized above. 

266. Sino was enriched by, and those Class Members who purchased the Securities via the 

Offerings were deprived of, an amount equivalent to the difference between the amount for 

which the Securities offered were actually sold, and the amount for which such securities would 

have been sold had the Offerings not included the Representation and the misrepresentations 

particularized above. 

267. The Offerings violated Sino's disclosure obligations under th~ Securities Legislation and 

the various instruments promu I gated by the secllrities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of Sino. 

(vi) Unjust Enrichment of the Underwriters 

268. Throughout the Class Period, Sino mtHle the Offerings. Such Offerings were made via 

the Prospectuses and the 0 ffering Memoranda, which contarned the Representation and the other 

misrepresentations particularized above. Each of the Underwriters underwrote one or more of 

the Offerings. 

269. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the othc1· misrepresenlations particularized above. The 

Underwriters earn~::d fees fl·om the Class, whether directly or indirectly, for work that they ncw1· 
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performed, or that they performed with gross negligence, in connection with the Offerings, or 

some ofthem. 

270. The Underwl'iters were enriched by, and those Class Members who purchased securities 

via the Offerings were deprived of, an amount equivalent to the fees the Underwriters earned in 

connection with the Offerings. 

271. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no jul'istic reason for the enrichment ofthe Underwriters. 

272. In addition, some or all of ttle Underwriters also acted as brokers in secondary market 

tJ·ansactions 1·elating to Sino securities, and earned trading commissions from the Class Members 

in those secondary market h'Rnsactions in Sino's Securities. Those Underwriters were enriched 

by, and those Class Members who purchased Sino securities through those Underwriters in their 

capacity as broket·s were deprived of, an amount equivalent to the commissions the Underwriters 

eamed on such secondary market trades. 

273. Had those Underwriters who also acted as brokers in secondary market transactions 

exercised reasonable diligence in connection with the Offerings in which they acted as 

Underwriters. then Sino's securities likely would not have traded at all in the secondary market, 

and the Underwriters would not have been paid the aforesaid trading commissions by the Class 

Members. There was no juristic reason f'or that enrichment of lhose Underwriters through their 

receipt oftrading commissions from the Clnss Members. 

(vii) Oppression 

274. The Plaintiffs and the other Class Members had a reasonable and legitimate expectation 

that Sino and the rndividua l Defendants wonld use their powers to direct the company for Sino's 
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best interests and, in turn, in the interests of its security holders. More specifically, the Plaintiffs 

and the othet· Class Members had a reasonable expectation that: 

(a) Sino and the Individual Defendants would comply with GAAP, and/o1· cause Sino 

to comply with GAAP; 

(b) Sino and the Individual Defendants would take reasonable steps to ensure that the 

Class Members were made aware on a timely basis of material developments in 

Sino's business and affairs; 

(c) Sino and the Individual Defendants would implement adequate corporate 

governance procedures and internal controls to ensure that Sino disclosed material 

facts and material changes in the company's business and affairs on a timely 

basis; 

(d) Sino and the Individual Defendants would not make the misrepresentations 

particularized above; 

(e) Sino stock options would not be backdated or otherwise rnispriced; and 

(f) the Individual Defendants would adhere to the Code. 

275. Such reasonable expectations were not met as: 

(a) Sino did not comply with GAAP; 

(b) the Class Members were not made awm·e on a timely basis of material 

developments in Sino's bus-iness and affairs; 

(c) Sino's corporate governance procedures and internal controls were inadequate; 

(d) the misrepresentations particularized above were made; 

(e) stock options were backdated and/or otherwise mispriced; and 

(f) the Individual Defendants did not adhere to the Code. 
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276. Sino's and the Individual Defendants' conduct was oppressive and unfairly prejudicial to 

the Plaintiffs and the other Class Members and unfairly disregarded their interests. These 

defendants were charged with the operatiol'l of Sino for the benetit of all of its shareholders. 

The value of the shareholders' investments was based on, among other things: 

(a) the profitability of Sino; 

(b) the integrity of Sino's management and its ability to run the company in the 

interests of all shareholders; 

(c) Sino's compliance with its disclosme obligations; 

(d) Sino's ongoing representation that its corporate governance procedures met with 

reasonable standards, and that the business of the company was subjected to 

reasonable scrutiny; and 

(e) Sino's ongoing representation that its affairs and financial reporting were being 

conducted in accordance with GAAP. 

277. This oppressive conduct impaired the ability ofthe Plaintiffs and other Class Members to 

make informed investment decisions about Sino's securities. But for that conduct, the Plaintiffs 

and the other Class Members would not have suffered the damages alleged herein. 

{viii} Conspiracy 

278. Sino, Chan, Poon and Horsley conspired with each othet· and with pet·sons unknown 

(collectively, the "Consph-ators") to inflate the price of Sino's securities. During the Class 

Period, the Conspirators unlawfully, maliciously and lacking bona ·fides, agreed togcthet· to, 

among other things, make the Representation and other misrepresentations particularized above, 

and to profit ft·om such misrepresentations by, among othet· things, issuing stock options in 

respect ofwhich the strike price was impermissibly low. 
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279. The Conspirators' predominant pmposes in so conspiring were to: 

(o) inflate the price of Sino's secul"ities, or alternatively, maintain an artificially high 

trading p1·ice for Sino's securities; 

(b) artificially increase the value of the securities they held; and 

(c) inflnte the portion of their compensation that was dependent in whole or in part 

upon the performance of Sino and its securities. 

280. In furtherance of the conspiracy, the fo It owing are some, but not all, of tho acts carried 

out or caused to be can·ied out by the Conspirators: 

(a) they agreed to, and did, make the Representation, which they knew was false; 

(b) they agreed to, and did, make the other misrepresentations particularized above, 

which they knew were false; 

(c) they caused Sino to issue the Impugned Documents which they knew to be 

materially misleading; 

(d) as alleged more purticularly below, they caused to be issued stock options in 

respect of which the strike price was impermissibly low; and 

(e) they authorized the sale of securities pursuant to Prospectuses and Oftering 

Memoranda that they knew to be materially false and misleading. 

281. Stock options are a form of compensation used by companies to incentivize the 

performance of directors, officers and employees. Options are granted on a ce11ain date (the 

'grant date') at u ceJtain pl'icc (the 'exercise' or 'strike' price). At some point in the future, 

typically following a vesting pel'iod, an options~ holder may, by puying the strike price, exerc ise 

the option and convert the option into a share in the company. The option~holder will make 

money as long as the option's strike price is Jowe1· than the market pl'ice of the security at the 
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moment that the option is exercised. This enhances the incentive of the option recipient to work 

to raise the stock price of the company. 

282. There are three types of option grants: 

(a) 'in-the-money' grants are options granted where the strike price is lower than the 

market price of the seclll'ity on the date of the grant; such options are not 

permissible under the TSX Rules and have been prohibited by the TSX Rules at 

all material times; 

(b) 'at-the-money' grants are options granted where the strike pl'ice is equal to the 

market price of the security on the date of the grant or the closing price the day 

prior to the grant; and 

(c) 'o ut-of-the-money' grants are options granted where the strike price is higher than 

the market price ofthe security on the date ofthe grant. 

283. Both at-the-money and out-of-the-money options are permissible under the TSX Rules 

and have been at all material times. 

284. The purpose of both at-the-money and out-of-the~money options is to create incentives 

for option recipients to work to raise the share price ofthe company. Such options have limited 

value at the time of the grant, because they entitle the recipient to acquire the companis shares 

at or above the price at which the recipient could acquire the company's shares in the open 

market. Options that are in-the-money, however, have substantial value at the time of the grant 

irrespect ive of whether the company':> stock price rises subsequent to the grant date. 

285. At a·ll material times, the Sino Option Plan (the "Plan") prohibited itHhe-money options. 

286. The Conspirators backdated and/or otherwise mispriced Sino stock options, or caused the 

backdating and/or mispricing oi'Sino stock options, in violation of, inter alia: (a) the OSA and the 

rules and regulations promulgated thereunder; (b) the Plan; (c) GAAP; (d) the Code; (e) the TSX 
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Rldes; and (t) the Conspirators' statutot·y, common law and contractual fiduciary duties and 

duties of care to Sino and its shareholders, including the Class Members. 

287. The Sino stock options that were backdated or otherwise mispriced included those issued 

on June 26, 1996 to Chan, January 2 J, 2005 to Horsley, Septembe1· 14, 2005 to Horsley, June 4, 

2007 to Horsley and Chan, August 21, 2007 to Sino insiders other than the Conspirotors, 

November 23, 2007 to George Ho and other Sino insiders, and March 31, 2009 to Sino insiders 

other than the Conspirators. 

288. The graph below shows the average stock price returns for fifteen trading days prior and 

subsequent to the dates as of which Sino pt·iced its stock options to its insiders. As appears 

therefrom, on average the dates as ofwhich Sino's stock options were priced were p•·eceded by a 

substantial decline in Sino's stock price, and were followed by a dramatic increase in Sino's 

stock price. This pattern could not plausibly be the result of chance. 
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289. The conspiracy was unlawlbl because the Conspirators knowingly and intentionally 

committed the foregoing acts when they knew such conduct was in violation of, inter alia, the 

OSA, the Securities Legislation other than the OSA, the Code, the rules and requ irements of the 

TSX (the 1<rSX Rules") and the CECA. The Consp irators intended to, and did, harm the Class 

by causing artificial inflation in the price of Sino's securities. 

290. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class 

Members. The Conspirators knew in the circumstances that the conspiracy would, and did, 

cause loss to the Plaintiffs and the other Class Members. The Plaintiffs and the Class Members 

suffered damages when the falsity of the Representation and other misrepresentations were 

revealed on June 2, 20 I I. 

XII. THE RELATIONSHIP BETWEEN SINO'S DISCLOSURES 
AND THE PRICE OF SINO'S SECURITIES 

291. The price of Sino's securities was directly affected during the Class Period by the 

issuance of the Impugned Documents. The Defendants were aware at all material times of the 

effect of Sino's disclosure documents upon the pl'ice of its Sino's securities. 

292. The Impugned Documents were filed, among other places, with SEDAR and the TSX, 

and thereby became immediately available to, and were reproduced for inspection by, the Class 

Membe1·s, other mem bers of the investing public, financial analysts and the financial press. 

293. Sino routinely transmitted the documents ref<.med to above to the financial press, 

financial analysts and certain prospective and actual holders of Sino securities. Sino provided 

either copies ofthe above referenced documents or links thereto on its website. 
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294. Sino regularly communicated with the public investors and financial analysts via 

established market communication mechanisms, including through regular disseminations of 

their disclosure documents, including press releases on newswire services in Canada, the United 

States and elsewhere. Each time Sino communicated that new material information about Sino 

financial results to the public the price of Sino secul'ities was directly affected. 

295. Sino was the subject of analysts' reports that incorpo1·ated certain of the material 

information contained in the Impugned Documents, with the effect that any recommendations to 

purchase Sino securities in such reports during the Class Period were based, in whole or in part, 

upon that information. 

296. Sino's securities were and are traded, among other places, on the TSX, which is an 

efficient and automated mnrket. The price at which Sino's securities traded prompt ly 

Incorporated material information from Sino's disclosure documents about Sino's business and 

affairs, including the Representation, which was disseminated to the public through the 

documents referred to above nnd distributed by Sino, as well as by other means. 

XIII. VICARIOUS LIABILITY 

A. Sino anti the Individual Defendants 

297. Sino is vicariously liable for the acts and omissions of the Individual Defendants 

particularized in this Claim. 

298. The acts or omissions particularized and alleged in this Claim to have been done by Sino 

were authorized, ordered and done by the Individua l Defendants and othe1· agents, employees 

and representatives of Sino, while engaged in the management, direction, control and transaction 

of the bus iness and affair's of Sino. Such acts and omissions are, therefore, not on ly the acts and 

omissions of the Tndividual Defendants, but a1·e also the acts and omissions of Sino. 

6 34 



63 5 

120 

299. At all materia l times, the Individual Defendants were officers and/or directors of Sino. 

As their acts and omissions are independently t01tious, they are personally liable for same to the 

Plaintiffs and the other Class Membet·s. 

B. E&Y 

300. E&Y is vicariously liable fot· the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

301. The acts ot· omissions patiicularized and alleged in this Claim to have been done byE& Y 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

whi Je engaged in the management, direction, co ntro I and transaction of the business and affairs 

of E&Y. Stich acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions of E&Y. 

C. BDO 

302. BDO is vicat·iously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

303. The acts or omissions particularized and a lleged in this Claim to have been done by BDO 

were authorized, ord~rcd and done by its officers, directors, pmtners, agents and employees, 

wllile engaged in the management, direction, control and transaction ofthe business and affairs 

of BDO. Such ucts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions ofBDO. 

D. PIJyty 

304. Ptiyry is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 
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305. The acts OJ' omissions pa1'ticularized and alleged in this Claim to have been done by 

P<:$yry were authorized, ordered and done by its officers, directors, partners, agents and 

employees, while engaged in the management, direction, control and transaction of the business 

and affairs of P<5y1·y. Such acts and omissions are, therefore, not only the acts and omissions of 

those persons, but are also the acts and omissions ofPoyry. 

E. The Underwriters 

306. The Underwriters arc vicariously liable for the acts and omissions of each of their 

respective officers, directors, partners, agents and employees as set out above. 

307. The acts or omissions particularized and alleged in this Claim to have been done by the 

Underwriters were authorized, ordered and done by each of theil' respective officers, directors, 

partners, agents and employees, while engaged in the management, direction, control and 

transaction of the b\JSiness and affairs such Underwriters. Such acts and omissions are, 

therefore, not only the acts and omissions of those persons, but are also the acts and omissions of 

the respective Undel'writers. 

XIV. REAL AND SUBSTANTIAL CONNECTION WITH ONT ARlO 

308. The Plaintiffs plead that this action has a real and substantial connection with Ontario 

because, among other thing: 

(a) Sino is u rep01ting issuer in Ontario; 

(b) Sino's shares trade on the TSX which is located in Toronto, Ontario; 

(c) Sino's registered offic~ and principal business office is in Mississauga, Ontario; 

(d) the Sino disclosure documents referred to herein were disseminated in and from 

Ontario; 

(e) a substantial proportion ofthe Class Members reside in Ontario; 

636 
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(f) Sino carries on business in Ontario; and 

(g) a substantial po r1ion of the damages sustained by the Class were sustained by 

persons and entities domiciled in Ontario. 

XV. SERVICE OUTSIDE OF ONTARIO 

309. The Plaintiffs may serve the Notice of Action and Statement of Claim outside of Ontario 

without leave in accordance with rule 17.02 of the Rules of Civil Procedure, because this cla im 

is: 

(a) a claim in respect ofpersonal property in Ontario (para 17.02(a)); 

(b) a claim in respect of damage sustained in Ontal'io (para 17 .02{h)); 

(c) a claim authorized by statute to be made against a person outside of Ontario by a 

proceeding in Ontario (para 17 .02(n)); and 

(d) a claim against a person outside ofOntario who is a necessary or properparty to a 

proceeding properly brought agninst another person served in Ontario (pam 

17.02(o)); and 

(e) a claim aga inst a person ord inarily resident or canying on business in Ontal'io 

(para 17.02(p)). 

XVI. RELEVANT LEGISLATION, PLACE OF TRIAL, .fURY TRIAL AND 
HEADINGS 

310. The Plaintiffs plead and rely on the CJA, the CPA, the Securities Legislation and CBCA, 

all as amended. 

3 I I. The Plaintiffs propose that this action be tl'ied in the City of Toronto, in the Province of 

Ontario, as a proceeding under the CPA. 
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312. The Plaintiffs will serve a jury notice. 

313. The headings contained in this Statemenl of Claim are for convenience only. This 

Statement of Claim is intended to be read ns an integrated whole, and not as a series ofunrelated 

components. 
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PROOF OF CLAIM AGAINST 
SINO-FOREST CORPORATION 

1. Original Claimant Identification (the "Claimant") 

Address: 

CDN 

USD 
plus all not yet 

qllantifledjunknown 
il..mounts as set out in 

Schedule "Al" 

D 
0 

Name of Contact: Qorjs Stamm! 

Tille: CbjefLegal Counsel 

Phone II: 416-243-3039 

e-mail: dor'ls.stamml@ca,ey.com 

0 
D 

6 41 

Secured Claim 

0 

0 

D 
D 
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3b. Claim against Subsidiaries 
If you have or in lend to make a claim against one ur 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,li~;t the Subsidiaries against whom you assert yoUJ' claim, and provide particulars of your 
claim against such Subsidiaries. 

Original 
Curren<.y Amount Amount of Claim 

Doted at Torouto 
this 2Q•b day of June. 2012 
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6. Filing of Claim 

This Proof of Claim must be received by the Monitor by no later than 5:00p.m. (prevailing 
Rastern Time) on June 20,2012, by registered mail, couJ'ier, personal delivery or electJ•onlc or 
digital tt'<lnsmlsslon at the following address: 
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SCHEDULE "At" 
CLAIM OF ERNST & YOUNG LLP AGAINST SFC AND SUBSIDIARIES 

1. Breach of contract: 

(n) 

(c) 

Schedule "A2"; and 

(d) costs and interest. 
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S. Reputational Loss: 

(a) damages in an amount yet to be quantified as more purticularly set out in 

Schedule "A2"; and 

(b) costs and interest. 

(b) 

( i) 

(ii) unknown and 1mquuntiiied damages in U.S. dollars; 

(iii) any unknown amounts not yet pleaded or quantified (including interest 

and costs) against Ernst & Young LLP in the above-mentioned 

proceeding; and 
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(iv) any amounts inCUITed or to he incurred by Ernst & Young LLP with 

respect to its defence ofthe above-mentioned proceed ing. 

(c) 'The verified complaint in Supreme Court of the State of New York, County of 

(iv) any amounts incurred or to be incurred by Ernst & Young LLP wj th 

respect to the Other Procc~tlings. 

(e) ln respect of claims (a}-(d) above, to the date of this proof of claim, Ernst & 

Young LLP has lncmred legal find related costs of approximately $5,000,000 and 

continues to incur costs. 



- 7 -

7. Contribution and indemnity under the Negligence Act, RoSoO 1990, c, N-l nnd any other 

applicable legislation outside of Ontnrio in respect of the actions und other proceedings 

listed in 6 (aHd) above and for the costs set out in 6 (e) oboveo 

•I 
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SCHEDULE "0" 

0 fjwe have a claim against one or more Subsidiary 
Name(s} oi'Subsldlurles 

Curremcy 
Original 
Currency Amount Amo1u1t of Claim 

Secur&d Claim 

D 
0 
D 
D 
0 
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4. Documentat\ou 

Attention: Jodi Porepa .(. 
Tolophonm (416) G49·009'<j: 
.B·moll: sfc@ftlconsultJniJ.Cniri . "' .. 

.... ·... ·. 

-3-

. ·'· •' 

M ele~'\ronlc version of this form Is av~!lable ot http://dc:onQda.ft!coo•ultlnt~,com/sfc, 

·---···-· .. -·--·------- - -- ---·--·------- .. - --
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Proof of Claim 

BDO Limited 

l. BDO Limited ("BDO"), is a Hong Kong-based accounting firm fonnerty known as BDO 

valuations of Sino's timber 11ssets during a portion of the Class Period. 

5, On or about January 25, 2012, the Statement of Claim In the Ontario Class Action was 

amended to add BDO as a defendant, and it wns further amended on April 18, 2012. A copy of 

the most recent April 18, 2012 version of the Statement of Claim (ilic "April 18111 Claim") Is 

attached at 'l'AB A hereto. 



6. The April 18th Claim seeks to certify the Ontario Class Action as a class action and 

makes the fo!lowlng damages claims against BDO, along with other defendants to the Ontario 

Class Action! 

(t) On behalf of nil the Class Members who purchased Sino's 4.25% Convettible 

Senior Notes due 2016 pursuant to the December 2009 Offering Memorandum 

issued by Sino (the "December 2009 Offering Memorandum"), a claim for 

general damages in the sum ofUS$460 million. 
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7. The claims pleaded against BDO in the April 18\h Claim stem entirely from aJlegations 

relating to the Audit Reports produced by BDO in relation to Its audits of Sino's 2005 and 2006 

annual audited financial statements (respectively, the 112005 Audit Report" and tbe "2006 Audit 

Report" and, collectively, the "BOO AudJ~ Reports"). The 2005 Audit Report was tiled in March 

2006 and the 2006 Audit Report was Hi~~··~O March 2007. 
' . 

8. It is alleged I~ tfif~pth 1 gth Clt:inrtl~~th'e 2005 Audit Report and the 2006 Audit Report 
' ' • )> 

each contaiz:t_.lt~s~e.stutelnenf. bjt''l~·PO;;a'statemcnt that is alleged to have misrepresented that, 

in the ~inion t)r'Boo, Slni;;~!lti5 ·a·~d.2006 annual financial statements " ... present fairly, in all 

.. tilffil. ·1~W~~pect~~ ~~~f@~~·~ P.~~~~~:~ft~no as at December 31, 2005 and December 31. 2006 
,_·.-:::> \\ ~" ·· ~-, ,, ... ~ • .J1 I{,.~, ,....;:-11' "":-'\ 

(~. ~'ilr.~d the ~~~.~flt~"h'F-' ilS o_p.~r~i~~An(f' Rash-~t(w~ for the years then ended In accordance with 
,, ..;' I -~, \~~\ '\) ' j~, ,, ~· ,, &21~ '; ,;-t 
--:.~=-~nH~gefieral~~~¢dacco~~·1Y'fnclples.',~!.:S., 

',' \)''--' i~ '.\ , , -.) ;r>\, ') ~ \~:?;.-=-
,\ I - ;\''/·, ... .. _: .......... ,' ... 9') . ",·\ , , ~/ ''·· 
'·9· .. ,., The cl~:i~~~~&)'i~~~ ~lf~~}~}~ $6.~:~~;\, 1;_ ~~~~e~~~:m behalf of purchasers of Sino 

securities ln tli~~~~Q~\:ta\i)r· ma~~~1~.:~s~~;,~P?~ ~·~~~ilaH~uance of tho BDO Audit Reports In 

Mnrch 2006 andMarcry_~0.~·;::l•esrfe~tivel~/~~t)-;':-=~ - reS~., 
\' . ...._': . .. ... .. ~./ ::· .. ·,·;:-)) ' :. ";\ .. . c..·· ' . ' . ·, . . , ·-

1 0. The cfwfi\· ~~~B,~t BP<3:~:$4~s,~~O~~~jiffotal ..QEui-nlges on behalf of purchasers of 

Sino shares p~~"·' ~u.ftr<fm~l;.~h'g 2o~~:!!~e~~ and.~~~~~~"!J.~r 2009 Prospectus is based 
/ ,.,.\Lr ( {,. )) C.-"'' ,~ " cc 

upon BOO's co \~y to ~jh;··~-~~~:dtion ~rll{te4:Ph~~ Jjt~ ~..-9 Au~Ht Reports in thoso 

Prospectuses and on the ~(tWU :Th~~~~~~/f~~~-,~\he~~~ ~~?it Report in the June 

2007 Prospectus. (?"":'::::> 'Wi ·~ '(F·<·· ·\1\ \\ (;_;:-- (~~ '~ v 
\·.. fi - · (\{J Jl \) ,·j>·~ '..< .. 

11. The claim against BD; ,1&l;Q~lU~QS,OQ.O~Q~:6& in ._.total damages on behalf of 
\.'- rl . • .,) 

purchasers of Notes pursuant to the July~~o~, :Jane 2009, and December 2009 Offering . . . 
Memoranda is based upon the lncor~~iOJi'-15~ .reference of the BDO Audit Reports in those 

......... ,_ · 

Offering Memoranda. 

12. The claim as against BDO further alleges that BDO as Sino's auditor owed and bteachcd 

a duty to ~aintain or ensure that Sino maintained appropriate internal controls to ensure that 

Sino's disclosure documents adequately and fairly presented the business and affairs of Sino on a 

timely basis. 
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BD01s claims for lnd·emoity against Sino and its officers and directors: 

13. BOO denies any liability for the aforomentfoned claims advanced against it and if 

required to do so will vigorously defend the claims asserted against it. 
' \' .... , "' 

i't~ ,, .· 
14. However, if a Cou1t filJ~.s ~p\~!11-n'IY!b' for any of the ~:~aid claims, BDO claims against 

Sino for lndcmnity p~.!p!.at~~~~d~); tfi'~je!!~~·~(l!s engagement agreements with Sino in respect 

of the 2005 anq}Ofl~:wdit~ears, ~-;,-:w.eli~~subsequent use oftho BDO Audit Reports In the 
., ' ' \,) \v:>"' ( "-' ._ 

above~~-~t~rf)~~}P.!itd!us: (h~,~~·d~ Memorand!\, · 

-:~, \ \ ,- (0,,.,\'~ ~\ ctj), 
~ ((15.'~) \~BlJO s~,~iiW and. J'tR,~#mcnt boro the primary responsibility for ensuring the 
r( g ;,\t"~" ~ :0~ ~' 
\~::-..-~9accu~~*~)(l..ry~s2~~~~,2'Q06?-n~~\)~~~~nbial S~~ments, as well as the accuracy of the 

--~~~Ji~_nt~ r~~~~~~i1hl~fifi'a~~l~b~~~~-olt~Si~,~~r~~'ije~~ectuses and Offering Memo rand a 

'ieferenced het~1rf1hiswas ti"ig~f!lotualo,QQ~fg~~tqrt-':owed ~Sfpo to BDO under the terms of tho 
. .. , '' '\ / ...... '" :.. 

engagement ~~gr~erttents)9'etween ·Sjno tmi-ab6. . ... ~. ·' ~ ' 
' · · . .' • • . . . . -~- · ·; ·. • .,·· ~.:: ,::~·.:: ·, .. ~ ·? 

16. In particu'iar, BD~;-s ·errg~gemet'f~tQ(~er~~~ith Sitf~.f~~; the 2005 and 2006 audit years 
• ..,.• •· , • '.. • • •• I) 

expressly ptay~e{.~ht ~~p;. refr~~ - u'pop. ~jn(-~lid)&' m~;n~~ement to bear the primary 
responsibility. -~for I premu:jdg\ tts· a'nnual \fl,llu~ciJ{ "st~t~4m'::U1~accordancc with Generally 

Accepted Aceoufti~\1\:f~~?J~e~~(ifp"~: ~o(nt®1~h~~~g}l~'mcnt letters for the 2005 

and 2006 nudit y~i·s, d:{ie~-lJ!tu~'t 1, ~O~~iii~-'D~~~t~-=sl\~9~z6'o6 ili'C nttacJted nt TABS B 
,-~lJ - ("'' .. , \• t ', ~ :'\ /! ' , '\:, ... ' , . ' "\ 

nucl c hes·cto. . ;._-:. ,) /'·~':\ -~{ ' •, -, ~ ~\- (·{~?--': ·,·-~';'·~~:~w-~--
0 .... . ;--.).. ,~ t \\ ... .. ... 0.;::. ,\ .• \ ' ) . -0. . < 
~, .... ' . '\ ,/ ·, .. C.·\ . ' 

17. Under U1o terms of BD'O.'s . ~tigag~}m~nf lettci)~·.Wl!l~\~inO' for the 2005 and 2006 audit 
• ' •"' 0 ' ' . 0 

years (Tabs l3 nnd C), Sino also A}Irce'd (l~~t(q;(~wnllgernent bore prlmory responsibility to 

implement appropriate internal contr~~1o <~~Jet fraud and error In rclotion to its financial 
':. ... ')1 -:> 

reporting. · ~:....:·· · 

18. In addition to having claims arising from its reliance on these parties to bear primary 

responsibility for the accuracy of Sino's financial statements, BDO also has contractual rights of 

indemnity ugainst Sino in each ofthe engagement letters signed in relation to the use of BDO's 

audit reports in Sino's Prospectuses and Offering Memoranda - Copies attached at TABS D, E, 

Ft Gt H, and I hereto. 
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19. Further and in the alternative, BDO ls entlt}ed to contribution and indemnity from Sino 

and its officers and directors pursmmt to the provisions of the Negligence Act, R.S.O. 1990 

Chapter N.l. 

TOTAL: $8,204,375,000.00 

1 Thls portion of the claim Includes damages c!alm3 adv~nced in the Ontario Class Action that are claimed in both 
U.S. and Cnn11dian dollars. As noted above, S1,205,000,000.0I> of this portion hilS br:en claimed in U.S. dollars. 
Undor li. 12 I of the Courts of Jusffce Act, R.S .0. 1990, c.C.I\3, foreign monoy obligations are to be calculated 
ba:~cd upon the applicable exchange rate 11t the dllie of judgment. It Is assumed, for U\e purpose~ of this Proof of 
Claim that at the 11pplieable conversion dale, the U.S.-Canadian dollar exchange rate will be approximately I: I, 
however this portion of the clnim may need to bo n<ljusted depending upon the exchange rate npplicable at the 
relevnnt date. t.-1~ 

J'rfiiiW~ 
~~0; 
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SCHEDULE 11 0 11 

PROOF OF CLAIM AGAINST 
SINO~FOR.:E$1' CORPO.RATION 

657 

Secured Claim 

~b. Claim against Subsidiaries 

0 
0 
D 
0 
0 

If you have or Intend to make a claim against one or more Subsidiaries which is baseu In whole or in part on 
facts, underlying transactions, causes of action or events relating to u claim made against the Appllcan.t above, 
check tl1e box below, list the Subsidiaries against whom you assert your claim, and provide particulars of your 
claim against such Subsidiaries. 

1)!1 r;we hava a claim agaln;t one or more Subsidiary 
Name(s) of Subsidiaries 

~u. f)c~e ~\'2\(:. ''(:( _c_ur_r_en_c_Y __ _ 

Original 
Currency Amount Amount of Clalrn 



·o-
z. I hava knowledge or all the c!r<:llmsbmces conn acted With thls D&O Clalm. 
3. Complete docu.muntatlon In support ofthl$ 0&0 Claim Is =irtlCb~td. 

058 

--------·.- . . .. 
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2. 

SCHEDULE "A" 
TO PROOF OF CLAIM OF 

CREDIT SUISSE SECURITIES (CANADA} INC. 

On March 30, 2012 (the ''Filing Date"), Sino-Forest Corporation (the "Debtor") sought 
and obtained from the Ontario S4perior Court of Justice (the "Court") an Il1itial Order 
under the Companies' Cre~ila~~':t_.~·~z:q_ngement Act, R.S.C. 1985, c. C~36, as amended (the 
''CCAA"), which, inl!f.F,:£!1ia~,~ ~hrn'enced proceedings in respect of the Debtor. 

;:~~ ~~:~f-?lf~~~i~Y~~~n:;~o~~ !~~~~!:.~,!'~~~~7o~~er 
dir~fo~,hR_<J.,J,1fficers,(@, ~U,vely, "Claimants"). 
: ... \,_,- ') ~\'/ (~'~\ - ., '. ·. - •. ,, .... . .,. .~, 

3. .·:.:{\~'ofthe .Fi~mg~~nte-;ihe D~b)J\.:~d certain of its subsidiaries were, and still are, 
ihdebt~.~ ruJ~19tilTab1e to~.~~~Ptiimant.s;fpr certain amo\lnts, described more fully below 

.' .. : a.Q<t#~.Exhibit 1 h~~8t~i;·:~· ·· ~ . . ~· ::;,· ... ·.~. .--~ 
·.. .... .. . . ' . . : -:=~.~,, ! . , :· ~ ... : .. ·;; .. ,\ ' \~-~: .. ''~ ... ((~.! ' . , ·:-~:-=;: 

~-.. · i·,: The Cl~i~~f:\t~.d~ny a~¥ ~~~~f·li8bility1~~*~tf6ut ~for in any way related to the 
'· · ·' Litigatit\}i fa~ su~~ terteJS'aefine'd}~·~~~ -and _!!:w~Ji~tl?ants· further deny that any . 

damage~ o~P'lfi9)~¥,Cl%c~~~d b~ier( cot~tmt'.J»1'6~r than the conduct of other part1es or 
events. '-'l'lfl ~'e)l\-eress, b~,.e:tt~~rtain P.Jlltf~Ett~ seeking or may in the futme seek 
damages 'tb:l ~ or otl~<fi\r~'Very ~~i~~~ts OM~tingent claims in amounts that 
equal or ex~e.ed:tfl~>'tlm'?:n~nt,tl}:s 'J da ~ffi:~j1~t~eto as to which Claimants are 
entitle~!O'zh\~~it.Y. ~~~e ~rejp~~~ c~\lounJ.f~ave been included in this Proof 
of Claim:.s'dleJK f~!y~~~lfl)ose of-~s ~~ o~.~!f\~,,~ --~ 

Indemnific~ttion ~blJ~~if.i~~, :~~p~fu~1 :~d 5~~!.t~~~t~~"--~~ ~~i.~•·ics 
5. 

6. 

··.: 7-' '! , • " " o) ~· '•' '\ y ... ~~ ·' " (!··;·· 
In connection with~~bt~:~:f~~-?i9(\v(~~ff~t~g,,(~ffering Amount 
$201, 135,000) (the "J'fFllQ07~ulb'<{:)1ffet~~)? an l-l®)l~l;!~rng Agreement dated 
May 28, 20~~ was ent~~iffi.f ~y~fiiF'r c}Va, t~~btat-~nd'the Unde~iter (!he "May 
28 Underwntmg Agreemen~?bl\~·"~f.l{bfto wl}1£Jt\~De'btor agreed to mdemmfy and 
hold harmless the Underwr1fe}\_(se't~ intf(f1l_lfl:l,~tl0n 9 thereof). A copy of the May 28 
Underwriting Agreement is atffiche~~.@olt 2 hereto. 

(t~ .;)) 
In connection with the Debtor•)i~he 1, 2009 equity offering (Offering Amolmt 
$379,500,000) (the HJune 2009 Equity Offering"), an Underwriting Agreement dated 
Mny 22, 2009 was entered into by, inter alia, the Debtor and the Underwriter (the "May 
22 Underwriting Agreement"), pursuant to which the Debtor agreed to indemnify and 
hold hannless the Underwriter (see, inter alia, section 9 thereof). A copy of the May 22 
Underwriting Agreement is attached as Exhibit 3 hereto. 

7. In connection with the Debtor's December 10,2009 equity offering (Offering Amount 
$367,080,000) (the "December 2009 Equity Offering'', fll1d together with the June 2007 
Equity Offering and the June 2009 Equity Offering, the "Offerings"), an Underwriting 
Agreement dated December 10, 2009 was entered into by, inter alia, the Debtor and the 
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the Debtor urising from, inter alia, the Claimants' commercjal relations with the Debtor 
and its affiliates, including without limitation claims based on: 

(a) the indemnity provisions ofthe Offering Documents; and 

(b) breach of contract and negligent misrepresentation in connection with the 
Offerings and Offering Documents, 

as more fully described bel~w~t:~.:\.. ... 

14. The Claimants herebx-~~~;t\~~i~;; tlw::Debtor the following unsecured claims 
(collectively, th,e?t·~~,J~ ·~,~~~~\~ ·: 

'(,. :>'' .• ''') ') . ~=: .. ,\ ...... ;:--·· -\~ . '~, ':' ..... )~ 

(a),. :·"' '~t<?u~~i~t'~ lf::i(~'P~~ted, p~id, or incurred, based up?n contingent claims in 
,-_ ·\-~·re~ect of lq~~~DlUhe~. cla1ms, expenses, damages, Judgments, fines and 

li·.:c:::--~~~\'~ anJOl.\g~~~0::flhld hJ~~ft@went or to be incurred by Claimants arising from any 
,.;ZJ t( '~ '~' _1.!,\d-&_lJ)itf'gati~n,..~~~~( of~ June 2007 Equity Offering (the "June 2007 
:~ ·•• -~ . , 1,\''Eqtlity Offeritfgl(!WaHQn,~~t~; 
,· ..... · · ~ -. ::: .. \~~~\' '~ ·- ci2j .. .. ~.. ... \~ .... \~, ~;!~~ '-~ rC-

. :, --- :\.;~:{~ ':0.\ . ~rQO)l~t~·~~'t·t·~ ~e~Ri.b\Jtti~d~:~~.i.9~~2«?4·e?-, based upon contingent claims in 
:'. ;.: r~spcct 'o(.~os~;baulhtie~" ~1~9:·'expen~~~ftamages,judgments, fines and 

t\tno~m1~t<>:·Q.~ji)riid.,i ~ettlefl\crlt or tq .~~~a by Claimants arising from any 
&NJ-~~JJ,J.)itllgatio~j~weB""r'of !h~tt~~·~ao~ Equity Offering (the "June 2009 
Eq~iHY bffe_qng\~gatJon::~~~:~~· cl:_~, 

.... ·.~ ·~, '0:. \\.:,').:"~) . .-.. C.:;;.:l)'':\ 
(c) Atf.l:}P.\(~-t~t>to b.s.J~c@t~at~d,,.pm~~. ~r~fit~~d, Q@~ed upon contingent claims in 

'~~)~~f lo'&$~';\f,i'rt'!ilri!ties~~!9i(@i)~xpc~)SZBt(l(n~ges, judgments, fines and 
atn~n,t~~~~p'ni? in ~tJ&~~ntOr to .. ti~~~petl Q)' C~aimants .arising from any 
an<t~ JV•ltJg-atlQJl,!J.'I~~~ct ofth~-<Ji)~ri!1b'er ~QOY1q\uty Offermg (the 
"De~ri'fuerr~~fi~tiit)!Offe~I.Ua~(j~gnti ~·Cfl.ijplO:)f· 

~) '>, tf~~~ fj~ I ')' \, ~' 
(d) nmounts yet ~~..1~~~)~~~£~d1io~m1~~!1~ ..... '<~~~~~4~h claims asserted by the 

plaintiffs in Tr~~~~~~ ofthel-!'f·ib;'f;uiff'S.\:!~n~~·~?ri'~flnd··~J Centr~l and Eastern . 
Canada el a/, v. Sinot.F9~~3~\ ~r.poratKJ?J...~r5J. (Ontano Supenor Court of Just1ce, 
Cout1 File No. CV-tt~31~15'3-0qcy.' f9f)lfijtist enriclunent in respect of fees 
earn~d by th.e Claimants for:1 tQ).~~p~erwriting fees; and (ii) trading fees (the 
"UilJUSt Enrichment Cl~~~l)_;, ,':: .; 

• . lJ . 

(e) as of the date of this Pro<5-f'~fClaim, amounts incurred in respect of attorneys' 
fees and disbursements arising from any and all Litigation ("Incurred Attorneys' 
Fees"), which invoices in respect of such fees are attached as Exhibit 7 hereto; 

(f) interest on the portion ofincuned Attorneys' Fees paid by the Claimants but not 
reimbursed by the Debtor and its subsidiaries, as the case may be (the "Incurred 
Attorneys' Fees Interest"); 
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Underwriter (the "December 10 Underwriting Agreement", and together with the May 28 
Underwriting Agreement and the May 22 Unde1writing Agreement, the "Offering 
Documents"), purStlanl to which the Debtor agreed to indemnify and hold harmless the 
Underwriter (see, fnter alia, section 9 thereof), A copy of the December t 0 Underwriting 
Agreement is attached as Exhibit 4 hereto. 

Indemnification Claims and other Claims 

8. As of the date of this Proof~of!~ ~~~~~-!!>e Claimant11 are or may be named parties to 
various threatened, pe.It<it~g~~~ ·'plc(ed and/or future claims, actions, suits or proceedings 
and any appeal th~t~~,m~;wne er ci\\V~ criminal, administrative or investigative, 
involving or r~4,.a~be C,lain~~~ ii'i which the Claimants were, are or may be a 
party, ql~ ·were,'~~;or)m~ ~~om&iliv~lved as a witness or third party, by reason of the 
q~i.ffi~n·t~:~<;.cyH,ment1~Cl i(Jjl»wHtship with the Debtor and its affiliates, including without 

·.-Jjt~{t~tlon·~o the y.~f(~y~~ti'ses,-j <lrrJtified in Exhibit 5 hereto (collectively, the 
. . .·· \~~J;iiig~tion~}-S'~es··or g~~~~}fftgmating documents in respect of the Litigat·ion are 

, :. -:-
1,~, _.:

1
.' attac~~~::i\~Ni~h{blt 6Jwre~,-:·~ .r(·~, 

\\· "') .. . ., '~ \ ~' - \ ,,~:.; " " ..'.:::"\\, ,, 
~·.../~ ' \\',\ \_, , U2' \ , ') '~&:' \) ~· ,-;;::, 
'1A~,(~~tl igatlqrtc'V<~@hed ~¥J.\~td~it oq~~on Martin, sworn March 30, 2012 in 

·::-_,..)'·connec6rf.>~th ~e i~~'l~lic~tiop.J.r(~~feOse as~~factor precipitating the Debtor's 
'~ filing UJ\~er¥the Ot;A~ ,:, (())'-.. "'"'~'~ 

j {P '-'\-::-... ·' ~,... s,~ (~, .-:r. ,',~ 
r~ \ '::-J) "' ~"?.~,\_ ~ ~ ,, ,, '> 

10. Pursuant'~ ~e.>provisiOc~.P~.Xne Offe~~1~~':ilinents, the Claimants are entitled .to 
reimbursement bJ..H~~'t:)&tbrs fo~'M,.}t~~-a~r e~es~~s incurred, including attorneys' 
fees, lo~~· ;·?a~1~~P~)ud~.rq_e.nts,~i~·~:rsiq,.ll~l®\lfl.ea~y puid ?r to be pa~d in . 
settlen1~~t.~~~etid~ IA~~,l~~jr t9~~ \'(S~~i:f:t:/y tl~.~~~\~~mants, In connectiOn With any 
and all L(tJgMI,Qn. ·: c: .-.. ·' · .,;:~ ·-:.; ·' '\ ;{--~,~ ·' 

... .... ..: '• ~ \. J •• ···>\' ,.::"'\ .. , .. •) 

11. The clair.ns~~.~ic~:~~·,th~tn,~;,;.B; a~~rJf~ ·~}~)11ia<-~~fff~l,~l the Litigation involve, in 
part, allegediirtsrefot~1~j\tions ~~ct~JWJlre DJWf~t-1p lt§ tq\1i~~, and note offerings in the 
primary market, incltrclihj_ w):t~~t-~Jl§P~~(b~}df.fu\lin_g~q~1 ·~ed in paragraphs 5-7 
herein, through pros?e~fUS'e~~-b~·~ti~('\n~tnlf(~pa:::r.Jl.e '~p re~ misrepres~ntations 
made by the Debtor tn ~~&ctis;tn t\~~~ 1 oJ~effJ)~ fOtJn the basts upon whtch general 
and other damages are clarnc~~<8,ts cH"'P.Iaif6~rek)·~~lhst the Underwriters. 

, , v i'r(F"".). ,, __ _,_ 
'' ' !Pi;) .:.::: \ """ 

12. No judgments have been render~si wfll\·C\I:Jtfg~tion, nor have the Claimants made any 
payments to plaintiffs in com1cl·~·q~ .wi~if the Litigation. As of the date of this Proof of 
Claim, the Claimants have incmreM expenses in connection with the Litigation in 
liquidated and unliquidated amounts. The Claimants anticipate incuning additional 
expenses in connection with the Litigation. As a result, the amount of the Claimants' 
claims against the Debtor and its subsidiaries, as the case may be, is, in part, contingent 
and unliquidated as of the date of this Proof of Claim. 

The Claims 

13 . The Claimants' Claim (as such term is defined below) is for, inter alia, contractual, 
statutory and common law rights of indemnity, contribution, set-off and liability against 
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(g) amounts yet to be liquidated, paid, or incurred, based upon contingent claims in 
respect of attorneys' fees and disbursements arising from any and all Litigation 
(the "Contingent Attorneys' Fees"); and 

(h) amounts in respect of any and all claims, rights and/or remedies of the Claimants 
against the Debtor and its subsidiaries, as the case may be, including, but not 
limited to claims for breach of contract, specific performance, indemnificat ion, 
contribtltion, rescission, fl(~ud, fraudulent inducement, fraudulent conveyance, 
misrepresentation, ~ein~l.l~if.S.~~~~mt and/or subrogation related to, or arising from or 
on account of ~g:y_t\t\~ l)lt)ast, present or future litigations, actions or transactions 
in respec.!. Q-(:ffi~, D~tl>Y 'and ,~'\\'U~sidiarles, as the case may be, under applicable 

1~~1{:~~}l~~Jrhe "~:U~~·~JJim"). 
AdditionaJ..,Int~~~H~~--- ·~, (~~} 

~' \' -:;,> '\ , ,..... rR' -.......<;!} 

1 ~r~~Ztrl~~~. nd~~.it~~@~fh~;o~i~-4 this Proof of Claim on behalf of itself and the 
'l~\\___.1) t£Ja~~t~:~~h_~~~gn~ · ~ ti~ProoJ·~(Claim, Douglas Walker, is Head ofLegal & 
(\_!J ~ .S~(ft~}&Jlc-e'o~tl?f~~e.) ~t::~ILEJt;ll;~tlthorize~to file this Proof of Claim . 

...... ;:., ·1'""1,"·... .....~-~~, &...... ~~~---· ·~,'.::Y' ro;r~~ 
'(~ . )' ~'efie UJ\~~'"*'!J:t\)r'tese':'.:~~'&igbt to a~~~hil'ify~Jfodify, update and/or supplement 

· .-.. ·:/ this Pro\lf"ol"CiaiRl afl@J.'1l'tne arut ({Thi}~ ·~pec~~!Jding, Without limitation to assert 
additio11:\tJ ~,i{&f?l" -a:duiti~ri~:l gr~~p-tf{ for i~;.~M.~ to specify the amount of any 
continge~~. ~bpiafured w~:n~t.tq.wid'ateq ,c_l~~.~s~he~.become non-contingent., matured 
an~~r liqt-ticltted.~,~~Qj{~~'re~ch1{~cf.N:.t?e-it's claj.~-~~ any.portion thereof; and to file 
addition_~.l .. awY8~~ aw~m(le~ Pli~fs0o'f~Uh,.r~{~~g1le"ancl m any respect 

17. 

18. 

19. 

The U~:~~~'hir ~e?e~if~~~ght~~(~j{~~ brin~~~-additional documents 
supportin~?yJhc ;~rW,1~~n~ ·addft~Qa~l~Jiocillneni\h.)\t...cihy ).;!~come available after further 
investigatf~~~ <Y)cl'a~Q~X~\1~~87 •t((~\ ,-;:.'"' !;, tnG)) 

... :-:...-' /(""''- ''-'" v ~F .. . '~·~R\ ;'" ~-::-) \-_,-.·· ' "' ,.~, .. ·-. \ •t.. l ,, '~, \ 

To the extent that th'@hae~i:tei\iQ.iiforj ~ 
1 

\~)have.-~~ ~'ro' have a right to 
subrogation under or a~0tl~~4~n~~W~alm(r 1Rier ~~~srlQ11;~1ft"W against the D<lbtor and 
its subsidiaries, as the \\i~~~if~~~~th1)~~~e~~~.:~~~Pt~ss!Y preserves such rights . 

• • , .. , .. ·' \ ~ , ••• .;~J'J• 
By filing this Proof of Clairr~::lhe1J~del(JY·~jrer ~)is1iot waive, and specifically preserves, 
the Underwriter's and the Claimantsf·l:~:'l~~~ti'Vc procedural and substantive defences to 
uny claim that may ·be asserted '@g~s.ht~etJnderwritcr or the Claimants by the Debtor, 
by any trustee of its estate, or ~.iM' other party or group. 

20. The filing of this Proof of Claim shall not constitute: (a) a waiver or release of the rights 
of the Underwriter or the Claimants against the Debtor or any other person or property; 
(b) a waiver by the Underwriter or any Claimant(s) of their right to contest the 
jurisdiction of the Court with respect to the subject matter of the Proof of Claim, any 
objection or other proceeding commenced with respect thereto or any other proceeding 
commenced in this case against or otherwise involving the Underwriter or any 
Claimant(s); or (c) an election of remedies or choice oflaw. 
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21. This Proof of Claim shall not be deemed to be a waiver of the rights of the Underwriter or 
any Claimant to: (a) arbitrate existing or future claims or disputes; (b) any other rights, 
claims, actions, or set-offs to which the Underwriter and/or any Claimant(s) are or may 
be entitled, in law or in equity, all of which rights, claims, actions, defences, set~offs the 
Underwriter expressly reserves. 

22. To the extent that: (a) Claimants allegedly may be jointly liable with Debtor to an entity 
or person that does not file a time~Y. proof of claim in this case; and (b) Claimants' claims 
for indemnification with re~pe~~~~~.ch liability to such entity or person is disallowed, 
then the Claimant m~t1ti'S-.p1 o6f...Of claim on behalf of all such entities and persons 
who have claims of~tn~.kirl~ dc~crib~cb 'Jferein. 

:·, "\ .· t.:.': .... ~ .: -" :~~(:.:~":::\\ . 

23. The Un,qe~Wi:~~~r,-~~s· uled t,l:li~.Pro:ofo(Claim undel' compulsion of the bar date 
es!abii·sh~(f.in!.rhis c'!_~~ ~W4.-fo:.\)rotect Claimants from forfeiture of their claim(s) against 
J!.1~. pt!btot and its ~qbstaiaries, ~s .tqe case may be, by reason of such bar date. The 

. ~: :~f.t\IJ:rrants..l'l~<l_~~Ei tnisPr0dt~t<tlaim only with respect to claims arising out of the 
• ·· · · \\,, .: .. tfansf\~!(on~~!~-td'mat!_e,r~,~~~1oed be~~fn. Claimants and/or its affiliates mny file 
\ .:. ~~-<t,\i~al proofs~l:nim'il~airt~t~'P-eb'tor ~·its subsidiaries, as the case may be, 

.-;: ·. : :--.(\'W-Jjl~l-e~g_ec.~tt!t:&~B:i~ ari~~lt.f\t~~lf:Bther.~{il1i..~~]:ons or matters. In addition, the 
\ .. ;;r) ·efaitnru\~:t·~~~life pr9~la1W a~§~'$)fu:bebt~~and its subsidiaries, as the case 

·· may be, \Who. h~~-gtl~tee,~, or ~~et\'{!s~~~te.rl with respect to, the claims 
·ove d h"er~\:..~1 ,"·"· '' ·· ' .. <' r,,. -· c . re ~~ ~ .. 0 .. ;,- .. ~~' \~· ~'" \" '.> 

.'\;.• ' ·~::.- ....... ~ ,,,, /") '" \> 
.. . ·~·! • ", /~:-. .. \\..'-' .. .., _.c:\ LI./..-'~\~ " 

24. All notice~lt'eg~~\~t1tt¥'~i9r~of d~l~~~lfoul~ ~~~t to Credit Suisse Securities 
(Canad'!)Jnca_r:;!-~rr.,b ·Cana1tt~n Plfce;'SWt$fA®~.e:'1Mronto, ON MSX lC9, Tel: 
416.35~;~,M~tc;;1ax: .~ ~,~;.~lt,~5~.b;tte~~·fi~)\\Douglas.:_~~lker, Head of Legal & 
Comp1ia~ce(clo?.~l~~1!~'l~ef@cre~\~suYssKco?}),_~~~.orys LLP, 79 Wellington Street 
West, Su1t~~~e~~0x 27~.!?P~nlte, To..r~~~~~~~9f~5K 1N2, Fax: (416) 865-
7380, Tel: ~~~6~0.0Jqt~t!}ot1im: *1\~\(~~ta~~a~~~Yf@_:~erys.eom) and Adam M. 
Slavens (aslavens(.fyt~J'..'eOm) . 0..C::::"~....j/ ~ /.C.:-:--) r'\\ '.! \~ 

( - ~ ~'f. ",\_)I t.\ : } ' - 0 , "\ '\ ' ... , ·;: .... \, ..... '. , . I .. ~ ·' .... ""= ..... \'~~· .. ·t\\ ,, ,. \\ ') '} "~.. (. .... '. ,,, !{... • ...~ .. '~ ....... ~ .. v 
f t ' . • ...-., • \ \ .. ' ' ., , ... ' ~ \, ? · ~- t, ((·n \ •' _.--.:. \ :.' ,. 
' 8 ;'A, \\ (L::-- ·-' r0' 't-~ ,~, 

/\ '' \ ,; (.~ .,:-,!, 
(,/, \ '~ .. (:;._~ ,') ~~ -

\~ ·.-=.: J ~--~ \\ .. ~ 
• U -:: ' )~ c .. ~ ! I 

(·.: =::~ , ·~: / 
· ... :!.1. ... 
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Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

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

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

CORPORATION 

.AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn August 14, 2012) 

I, W. JUDSON MARTIN, of the City of Ho:ag Kong, Special Administrative Region, 

People's Republic of China, MAKE OAm AND SAY: 

1. I am the Vice-Chairman and Chief Executive Officer of Sino-Forest Corporation C'SFC11
). 

I therefore have personal knowledge ofthe matters set out below, except where otherwise stated. 

Where I do not possess personal knowledge, I have stated the source of my information and I 

believe such information to be true. 

2. This affidavit is made in support of a motion brought by SFC seeking an Order, 

substantially in the form included in SFC's Motion Record (the 11Plan Filing and Meeting 

Order11
), among other things: (i) accepting the filing of a draft plan of compromise and 

reorganization (the "Plan", attached hereto as Ex~ibit "A"); (ii) authorizing SFC to establish one 

class of affected creditors (the "Affected Creditors") for the purposes of considering and voting 

on the Plan; (iii) authorizing and directing SFC to can, hold and conduct a meedng (the 

"Meeting") of the Affected Creditors to consider and vote on the Plari (iv) approving the 
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procedures to be followed with respect to calling and conducting the Meeting; (v) establishing 

the process to set the date for the hearing ofSFC's motion seeking an Order sanctioning the Plan 

(the 11Sanction Hearing11
); and (vi) amending the Claims Procedure Order (defined below) to call 

for monetary claims of the Ontario Securities Commission (the "OSC"). 

3. SFC believes that the Plan represents the best available outcome in the circumstances and 

that those with an economic interest in SFC, when considered as a whole, will derive a greater 

benefit from the impleme.ntation of the Plan and the continuation of the business. of SFC as a 

going concern than would result from a bankruptcy or liquidation of SFC. The Plan is the 

product of extensive negotiation between SFC and the Ad Hoc Noteholders (defined below). 

The Ad Hoc N oteholders are, by far, the largest creditor constituency of SFC. The negotiations 

lead·ing up to the Plan were overseen by the Monitor and I understand that the Monitor supports 

the filing of the Plan and the related relief sought on the within motion. 

I. BACKGROUND 

4. On March 30, 2012, this Honourable Court made an Initial Order granting a CCAA stay of 

proceedings against SFC and certain of its subsidiaries and appointing FTI Consulting Canada 

Inc. as the Monitor in the CCAA proceedings. A cGpy of the Initial Order is attached hereto as 

Exhibit "B". 

5. At the time the CCAA proceedings were commenced, SFC announced that it had entered 

into a restructuring support agreement (the "Support Agreement") on March 30, 2012, with 

certain noteholders (the "Ad Hoc Noteholders11
) in colUlection with a proposed comprehensive 

restructuring of SFC's ownership interest in its business operations. A copy of the Support 

Agreement (without signature pages) is attached hereto as Exhibit "C11
• 
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6. The parties to the Support Agreement have been negotiating a first amendment to the 

Support Agreement which is intended to conform the Support Agreement to the Plan. 

7. As described in my affidavit in support of the Initial Order (attached without Exhibits as 

Exhibit "D", the 111nitial Order Affidavit"), the Support Agreement called for SFC to pursue a 

plan of compromise on the terms set out in the Support Agreement in order to implement the 

agreed-upon restructuring transaction (the "Restructuring Transaction'') and to simultaneously 

undertake a sales process as an alternative to the Restructuring Transaction. As such, on March 

30, 2012, this Honourable Court granted an order approving the sale process procedures (the 

11Sale Process Order") and authorizing and directing SFC, the Monitor, and SFC's fmancial 

advisor, Houlihan Lokey, to do aU things reasonably necessary to perform each of their 

obligations thereunder. A copy of the Sale Process Order is attached hereto as Exhibit "E". 

8. On April 13, 2012, this Honourable Court made an order extending the stay of proceedings 

contained in the Initial Order to June 1, 2012 and on May 31, 2012, this Honourable Court 

further extended the stay period to September 28, 2012. 

9. On May 14, 2012, this Court issued an order implementing a process for the calling of and 

resolution of claims against SFC as well as its directors aod officers including indemnity claims 

ofthe directors and officers against SFC (the 11Claims Procedure Order11
). A copy of the Claims 

Procedure Order is attached hereto as Exhibit 11F 11
• 
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Claims Process 

10. In accordance with the Claims Procedure Order, SFC and the Monitor have conducted a 

claims process to detennine the aggregate of claims against SFC, its subsidiaries (only with 

respect to claims related to SFC) and its officers and directors. 

11. Under the Claims Procedure Order, the Claims Bar Date was June 201 2012. SFC and the 

Monitor are currently in the process of reviewing, reconciling and determining the quantum and 

the nature of all claims against SFC. The Monitor provided a summary on this issue in the Sixth 

Report of the Monitor. 

T-ermination of the Sale Process 

12. As discussed in my previous affidavits and in the Monitor's previous reports, phase one of 

the Sale Process established a deadline of June 28, 2012 for the receipt of qualified letters of 

intent. After this bid deadl)ne, SFC, Houlihan Lokey and the Monitor determined that none of 

the letters of intent constituted a Qualified Letter of Intent as defmed in the Sale Process Order. 

As such~ on July 10, 2012, SFC issued a press release annotmcing the tennination of the Sale 

Process along with SFC's intention to proceed with the Restructuring Transaction as 

contemplated by the Suppo1t Agreement. A copy of the July 10 press release is attached hereto 

as Exhibit "G". 

II. PLAN OF COMPROMISE AND REORGANIZATION 

13. A summary of the key provisions of the Plan are set out in the paragraphs below. 
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14. All capitalized terms used in this section and not otherwise defined, are as defined in the 

Plan. 

A. Background & Information 

15. The Plan is the result of extensive ann's length negotiations between counsel to SFC, 

counsel to the Board, and the Ad Hoc Noteholders' advisors. The Monitor and its counsel have 

also been involved throughout the course of negotiations. 

16. While the Plan outlines how each relevant constituent group will be treated, there are 

certain matters (described below) that are not yet fully described therein. It is contemplated, and 

the proposed Plan Filing and Meeting Order provides, that there will be a supplement to the Plan 

which will provide those additional details and which will be filed no later than seven days prior 

to the Meeting to vote on the Plan. As is described more fully below (and referred to in my 

earlier affidavits and earlier reports of the Monitor), the Plan Filing and Meeting Order is 

necessary at this time (as opposed to waiting for all of the details to be finalized) in order to 

implement the Plan within a timeline that will preserve SFC's business as a going concern and 

thus the inherent value of the enterprise. 

B. Overview of the Plan 

17. The Plan is premised on SFC's belief that those with an economic interest in SFC will, 

when considered as a whole, derive greater benefit from the continued operation of the SFC 

business as a going concern than would result from a bankruptcy or liquidation of SFC. 
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18. The Plan contemplates that a new company (11Newce") will be incorporated and SFC will 

transfer substantially all of its assets to Newco. The result will be that Newco will own, directly 
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or jndirectly, all of SFC's Subsidiaries and SFC's interest in the Greenheart Group. Pursuant to 

the Plan (and as is further explained below), the shares of Newco will be held by the Affected 

Creditors, a significant percentage of which are expected to be the current noteholders. 

C. Consideration Available for Distribution 

19. Under the terms of the Plan, the following are the primary 11buckets11 of consideration to 

be distributed: 

(a) All of the stock ofNewco: Newco will become the owner of all of the stock of the 

six direct subsidiaries of SFC, which will result in Newco owning all of SFC's 

assets as well as any intercompany debts owed by the Subsidiaries to SFC; 

(b) Newco Notes (the complete details of which, as discussed below, have not yet 

been agreed upon); and 

(c) Interests in a litigation trust (the "Litigation Trust") which will hold all claims and 

actions that have been or may be asserted by or on behalf of (i) SFC against any 

and all third parties, and (ii) the Note Indenture Trustees, the noteholders or any 

of their representatives against any and all persons in connection with the notes 

(other than claims asserted in the class actions that are released pursuant to the 

Plan). 

20. The precise terms of tbe constating documents of Newco, the Newco Notes and the 

Litigation Trust Agreement will be included in a Plan supplement that is to be filed no later than 

seven days prior to the Meeting to vote on the Plan. 
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D. Classification and Treatment of Certain Claims 

21. On July 27, 2012, this Honourable Court granted SFC's motion for an order (the "Equity 

Claims Order") declaring that any claims arising in respect of the ownership or sale of SFC's 

sharesJ and any indemnification claims made in respect of such claims (with the possible 

exception of indemnity claims for defence costs associated with defending shareholder claims) 

are "equity claims" under the CCAA and are thus subordinate to the claims of the other creditors 

of SFC. Attached as Exhibit "H" is a copy of the Equity Claims Order, along with the 

corresponding endorsement. 

22. In accordance with the Equity Claims Order, the Plan: 

(a) does not provide any recovery for current shareholders and shareholder class 

action claimants. However, the shareholder class action claimants' ability to 

continue their claims against third party defendants (any defendant other than 

SFC, its subsidiaries and certain of SFC's directors and officers) is preserved; and 

(b) provides that indemnity claims against SFC in respect of shareholder class action 

claims (including indemnity claims against SFC by its auditors, underwriters and 

directors and officers ("Third Party Defendants")) are "equity claims" and are 

subordinate to the claims of other creditors. As noted abovet the Equity Claims 

Order left open the possibility that indemnification claims for defence costs could 

potentially be non~subordinated equity claims. Accordingly, the Plan provides 

that such costs will be "Umesolved Claims" under the Plan. 
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23. The vast majority of the Third Party Defendants' claims (other than those for defence costs 

and indemnity claims relating to the plaintiffs' noteholder claims, discussed below) have been 

classified as equity claims and are dealt with in the context of the Plan. The Plan Filing and 

Meeting Order provides that no Notices of Revision or Disallowance (as defined in the Claims 

Procedure Order) will be sent in respect -of these Equity Claims and they will instead be fully 

addressed under the Plan Filing and Meeting Order. 

24. Current noteholders and other "Affected Creditors11 with "Proven Claims" will receive a 

pro rata share of 92.5% of the Newco Shares, 100% of the Newco Notes and 75% of the 

Litigation Trust Interests. The remaining 7.5% of the Newco Shares will be granted to 

Consenting Noteholders (as defined in the Initial Order) who are entitled to the Early Consent 

' 
Consideration (as defined in the Initial Order), 

25. The Plan provides that the claims of forme~ noteholders against SFC, its subsidiaries and 

certain directors and officers will be released, and that the former noteholders will ·receive 25% 

of the Litigation Trust Interests. 

26. The claims of former noteholders against the Third Party Defendants who have 

jndemnification claims against SFC will be. capped at a maximum claim amount that can be 

asserted in respect of such claims. The corresponding indemnity claims of the Third Party 

Defendants against SFC will be similarly capped at that same number. The cap for the former 

noteholders1 claim against the Third party Defendants will be detennined as between the 

Company, the Monitor, the Initial Consenting Noteholders and the class action plaintiff.c:; (or, if 

necessary, the Court), The contingent claims of the Third Party Defendants for indemnity from 

SFC in respect of any such noteholder claims shall be treated as "Unresolved Claims" for 
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purposes of the Plan until they are finally resolved. For voting purposes, these defendants will 

have a vote equal to the maximum capped amount of the claims against them. 

27. The Plan specifically provides that nothing in the Plan affects or is intended to affect any 

claims that anyone bas in respect of any insurance policies (including any rights under any 

directors• and officers' policy). 

28. Certain other claims are "Unaffected Claims". Holders of Unaffected Claims are to be paid 

in the ordinary course, will not be entitled to vote on the Plan and will not receive any 

distributions under the Plan. The Unaffected Claims are: 

• claims secured by the Administration Charge (i.e. advisor fees) or the Directors' Charge; 

• certain government priority claims relating to taxes, if any; 

• employee priority claims, if any; 

• claims of any employees, former employees, and directors or officers of SFC ill respect 

of wages, vacation pay, bonus, tennination pay, severance pay or other remuneration 

payable to such person by SFC; 

• claims of the Note Indenture Trustees for reasonable outstanding fees and expenses; and 

• trade payables incurred by SFC after March 30, 2012. 

E. Releases 

29. The Plan includes releases for a number of parties (the "Released Parties"), including 

certain current and former directol's and officers of SFC (collectively, the "Named Directors"). 

The identification of the Named Directors was negotiated as part of the negotiation of the Plan. 
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30. There are, however, three main categories of claims against the Named Directors that will 

not be released pursuant to the Plan: 

1 . claims that cannot be released pursuant to subsection 5 .1 (2) of the CCAA. The 

Plan limits recovery in respect of such claims to any available coverage under the 

directors' and officers' insurance policy; 

2. claims for fraud and criminal conduct; and 

3. non-monetary remedies of the OSC or any other regulatory body. 

31. Any individual current or former officer or director that is not a Named Director will not 

be released under the Plan. 

32. In addition to the release of certain other individuals and other persons (such as advisors 

involved in the restructuring - which I am advised by Kevin Zych of Bennett Jones LLP is 

common in CCAA ,plans), the Plan provides for releases of all claims relating to SFC that may be 

made against tl1e Subsidiaries. As noted in my Initial Order Affidavit, while the Applicant is a 

holding company, the 11business" of Sino-Forest is conducted through its Subsidiaries (which are 

not CCAA app1icants). There can be no effective restructuring of Sino-Forest'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 asserted against the Subsidiaries arising or 

connected to claims against SFC remain outstanding. Just as the claims of SFC's noteholders 

against the Subsidiaries are to be released under the Plan upon implementation, so are the other 

claims against the Subsidiaries which relate to claims asserted against SFC. 
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F. Reserves 

33. The Plan contemplates the establishment of five reserves: the Administration Charge 

Reserve, the Directors' Charge Reserve, the Unaffected Claims Reserve, the Unresolved Claims 

Reserve and the Monitor's Post-Implementation Reserve. The quantum of these reserves will 

need to be agreeq to prior to the implementation of the Plan. If there is any cash remaining in 

any of these reserves after the applicable claims allocated to each of the reserves have been 

resolved, initially all remaining cash will be transferred to the Monitor's Post-hnplementation 

R-eserve. The Monitor may, .in its discretion, release excess cash from the Monitor's Post­

Implementation Reserve to Newco. Once the Monitor determines that the cash remainin,g 1n the 

Monitor's Post-Implementation Reserve is no longer necessary for administering SFC, the 

Monitor shall transfer the remaining funds to Newco. 

G. Conditions :Precedent 

34. Section 9.1 of the Plan provides a list of conditions precedent. Two in particular are 

worth further noting: (i) there is a requirement that the Plan be implemented by November 30, 

2012 (or such later date as consente~ to by SFC and the Ad Hoc Noteholders); and (ii) the Plan is 

conditional upon the Ad Hoc Noteholders being satisfied with tbe·ir diligence review prior to the 

Sanction Hearing. 

ID. CREDITORSt MEETING 

35. SFC is seeking authorization to call and hold the Meeting to vote in respect of the Plan. It 

is critical that SFC call the Meeting as soon as possible. 
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36. The Plan Filing and Meeting Order does not set a specific date for the Meeting. This is a 

result of the fact that the Monitor has 20 days from the date of the Plan Filing and Meeting Order 

for delivery of the meeting materials. The Meeting will then be held within 30 days of the 

mailing of the meeting materials. It is currently anticipated that the Meeting will be held in late 

September or early October. 

37. By way of a general overview only, and as more particularly described in the proposed 

Plan Filing and Meeting Order, the Order provides for the: 

(a) delivery of meeting materials, including the notice of meeting and the .information 

circular to Affected Creditors on a date selected by the Monitor within 20 days of 

the date of the Plan Filing and Meeting Order, as well as publication of the same 

on the Monitor's website within 3 business days of the date of the Plan Filing and 

Meeting Order; 

(b) Classification of SFC's Affected Creditors in a single class of creditors for the 

purposes of voting and considering the Plan; 

(c) voting procedures and conduct of the Meeting; 

(d) delivery of the Monitor's report to the Court outlining the results of the vote; and 

(e) seeking of approval of the Plan and other relief as required. 

38. The infonnation circular is still being finalized and will be filed in supplemental motion 

materials. 
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39. The Plan Filing and Meeting Order also calls for any claims that the OSC may have 

against SFC and its directors and officers that will or could give rise to a monetary liability. The 

Claims Procedure Order that was previously granted by this Honourable Court did not require 

the OSC to file any such claims. These claims must now be identified given that the OSC was 

exempted under the Claims Procedure Order. 

Plan Process Interaction with Court Ordered Mediation 
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40. By Order dated July 25, 2012, this Honourable Court ordered that the Ontario and 

Quebec class action plaintiffs, SFC, the Third Party Defendants, the Monitor, the Ad Hoc 

Noteholders and any insurers providing coverage for SFC or the Third Party Defendants attend a 

mediation to resolve the plaintiffs' claims against both SFC and the other defendants and any and 

ail related claims (the "Mediation"). A copy of the Mediation Order dated July 25, 2012 is 

attached as Exhibit "111
• 

41. While SFC is certainly hopeful that a comprehensive resolution can be reached in the 

Mediation, the Plan is not conditional on such a successful resolution being reached. However, 

for 1J:le reasons described above and· below, a parallel track whereby SFC pursues this 

restructuring transaction while the Mediation takes place is appropriate. 

IV. PLAN FILING AND MEETING ORDER IS NECESSARY AND APPROPRIATE 

42. 1 believe that the Plan is fair and reasonable in the circumstances and that the contemplated 

timeline is both necessary and appropriate. As explained in my Initial Order Affidavit, SFC's 

position has always been that a transfer of ownership of the "business" on an expedited basis was 

necessary to avoid a piecemeal liquidation. Both SFC and the Monitor have reiterated this 
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position repeatedly to both stakeholders and this Honourable Court and this Honourable Court 

recognized this reality, including in its endorsement in respect of the Equity Claims Order. 

43. The need for a timely resolution of these proceedings has only been heightened by the 

adverse developments which have taken place over 'tho past weeks regarding the status of SFC's 

accounts receivable and the deregistration of certain of the authorized intermediaries all of which 

is described in the Sixth Report of the Monitor. I believe that tho Plan Filing and Meeting Order 

is necessary ifthere is to be any prospect for a timely resolution of these proceedings. 

) 
SWORN BEFORE ME at the City of Hong ) 
Kong, Special Administrative Region, ) 
People'sRepublicofC 'na, this 141

h day of ~ 
August, 2012 ) 

Tai Kam 
Deaco s 

Solicitor, Hong on SAR 

.. 

W. Judson Martin 
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NOTICE OF FILING OF PLAN SUP.PLEMENT 

PLEASE TAKE NOTICE that, pursuant to a Plan Filing and Meeting Order of the Ontario 
Superior Court of Justice dated August 31,2012 (the "Meeting Order") relating to a meeting (the 
11Meeting") to consider a Plan of Compromise and Reorganization dated October 19> 2012 (as 
such Plan may be modified, amended, varied or supplemented in accordance with its terms, the 
"Plan") filed by Sino-Forest Corporation (the "Applicant .. ) pursuant to the provisions of the 
Companies' Creditors Arrangement Act (Canada) and Section 191 of the Canada Business 
Corporations Act and as set fotih in the Meeting Information Statement dated October 20, 2012 
pertaining to the Plan (the "Information Statement"), the Applicant must serve and file this Plan 
supplement (as such Plan supplement may be thereafter modified, amended, varied or 
supplemented in accordance with the Plan, this "Plan Supplement''), and the Monitor must post 
the Plan Supplement on the Website, no later than seven (7) days prior to the Meeting. All 
capitalized terms not otherwise defined in this Plan Supplement shall have the meanings ascribed 
to them in the Plan. 

PLEASE TAKE FURTHER NOTICE that tlll.s Plan Supplement supplements the Plan with 
(A) a summary of the terms of the Litigation Trust, (B) a draft of the Litigation Trust Agreement, 
(C) a summary of certain information concerning Newco, including information relating to 
Newco's governance and management and a summary of the tenns of the Newco Shares, (D) a 
description of the terms of the Newco Notes, (E) a summary of the constitution and governance 
of SFC Escrow Co., (F) information concerning ce1tain reserves and other amounts relating to 
the Plan, and (G) a draft of the Plan Sanction Order, each of which is attached hereto as Exhibit 
A, B, C, D, E, F and G, respectively. 

PLEASE TAKE FURTHER NOTICE that you are advised and encouraged to read this Plan 
Supplement in conjunction with the Information Statement, the Plan and the Meeting Order. 

l'LEASE TAKE FURTHER NOTICE that a true and complete copy of the Plan Supplement is 
attached hereto. 

PLEASE TAKE FURTHER NOTICE that copies of the Plan Supplement as well as the Plan, 
the Information Statement and the Meeting Order may be obtained from the Monitor's website at 
http:// cfcanada.fticonsulting.corn/sfc/. 
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EXHffiTTA 

SUMMARY OF TERMS OF LITIGATION TRUST 

Overview 

The Litigation Trust will be created pursuant to the Plan on the Plan Implementation Date. 
Pm·suant to the agreement governing the Litigation Trust, a draft fonn of which is attached as 
Exhibit B to the Plan Supplement (the "Litigation Trust Ag .. eement"), the Lltigation Trustee 
will hold the Litigation Trust Claims and the other Litigation Trust Assets for the benefit of the 
Affected Creditors w}th Proven Claims and the Noteholder Class Ac,'tion Claimants entitled to 
receive Litigation Trust Interests under the Plan (the 11Litigation Trust Beneflcial'ies1

} 

Capitalized terms used in tllis Exhibit A but not otherwise defined herein have the meaning 
ascribed to such terms in the Litigation Trust Agreement. 

Transfer of Assets and Rigltls to Litigation Trust 

On the Plan Implementation Date, each of the Litigation Trust Claims will be transferred to the 
Litigation Trustee. The "Litigation Trust ClaimS11 to be held by the Litigation Trustee pursuant 
to the Litigation Trust Agreement are defined in the Litigation Tn1st Agreement as any Emd all 
claims, actions, causes of action, demands, suits, rights, entitlements, litigation, arbitration, 
proceeding, hearing or complaint, whether known or unknown, reduced to judgment or not 
reduced to judgment, liquidated or unliquidated, contingent or non~contingent, matured or 
unmatul'ed, disputed or undisputed, secured or unsecured, assertable directly or derivatively, in 
law, equity or otherwise, based in whole or in part upon any act or omission or other event 
occurring at any time, whethet· before, on or after March 30, 2012, which may be asserted, by or 
on behalf of (i) SFC against any and all third parties; or (li) the Noteholders or any representative 
thereof (including the Trustee) against any and all third parties in connection with any the Notes 
issued by SFC, other than Noteholder Class Action Claims. However, the Litigation Trust 
Claims will not include any claim or cause of action that is released pursuant to Sections 7.1 of 
the Plan. The Litigation Tl1lst Agreement defines 11Litigation Trust Assets11 as the Litigation 
Trust Claims, the Litigation Ftmding Amount, and any other assets acquired by the Litigation 
Trust on or after the Plan Implementation Date pursuant to the Litigation Trust Agreement or the 
Plan. 

Upon the creation of the Litigation Trust, SFC will transfer the Litigation F1.mding AmO\.mt to the 
Litigation Trustee to finance the operations of the Litigation Trust. The Litigation Funding 
Amount is a cash amount acceptable to SFC, the Monitor and the Initial Consenting Noteholders 
to be contributed by SFC to the Litigation Tntstec for purposes of funding the Litigation Trust on 
the Plan Implementation Date. The parties have not yet determined the atnOlmt of the Litigation 
Funding Amount. 

Duties of Litigation Trustee 

Subject to the terms of the Litigation Trust Agteement, the Litigation Tntstee, upon direction of 
the Litigation Trust Board (whose decisions, approvals or other actions shall require a majority 
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vote), in the exercise of its reasonable business judgment, will, in an efficient and responsible 
maimer, prosecute the Litigation Trust Claims and preserve and enhance the value of the 
Litigation Trust Assets. The efficient and responsible prosecution of the Litigation Trust CJrums 
may be accomplished either through the prosecution, compromise and settlement, abandonment 
or dismissal of any or all claims, rights or causes of action, or otherwise, as determined by the 
Litigation Trustee and the Litigation Trustee Board in accordance with the terms of the Litigation 
Trust Agreement and the exercise of their collective reasonable best judgement. The Litigation 
Txustee, upon direction .by the Litigation Trust Board, and except as set forth in the Litigation 
Trust Agreement, will have the absolute right to pursue, settle and compromise or not pursue any 
and all Litigation Trust Claims as it determines is in the best interests of the Litigation Trust 
Beneficiaries, and consistent with the purposes of the Litigation Trust, and the Litigation Trustee 
will have no liability for the outcome of any such decision except for any damages caused by its 
gross negligence, bad faith, wilful misconduct or knowing violation of law. 

Litigation Trustee 

The Litigation Trustee will be determined by S:FC and tl1e Initial Consenting Noteholders prior to 
the Plan Implementation Date, with the consent of the Monitor, to serve as trustee of the 
Litigation Trust pursuant to and in accordance with the terms thereof. The Litigation Trustee 
will be appointed as t1ustee of the Litigation Trust effective as of the Plan Implementation Date. 
The parties have not yet determined who will serve as Litigation Trustee. 

Litigation Trust Board 

A litigation trust board (the "Litigation Trust Board") will be established and consist of three 
Persons. The three members of the Litigation Trust Board will be appointed to serve in such 
capacity pmsuant to the Sanction Order. The members of the Litigation T1ust Board will have 
the right to direct and remove the Litigation Trustee in accordance with the Litigation Tntst 
Agreement, and will have the right to operate and manage the Litigation Tmst in a mam1er that is 
not inconsistent with the tenns of the Litigation Trust Agreement. No holder of Litigation Trust 
Interests (except to t11e extent such holder is a member of the Litigation Trust Board) will have 
any consultation or approval rights whatsoever in respect of management and operation of the 
Litigation Trust. The parties have not yet determined who will serve as members of the 
Litigation Trust Board. 

Interests of Holders of Litigation Trust Interests 

The ownership of a Litigation Trust Interest will not entitle any holder. of Litigation Trust 
Interests to any title in or to the assets of the Litigation Trust or to any right to call for a partition 
or division of the assets of the Litigation TnJst or to require an accounting. The entitlements of 
the holders of Litigation Trust Interests (and the beneficial interests therein) will not be 
represented by certificates, securities, receipts or in any other form or marmcr whatsoever, except 
as maintained on the books and records of the Litigation Trust by the Litigation Trustee or the 
Regish·ar. No transfer, sale assignment, distribution, exchange, pledge, hypothecation, mo1tgage 
or other disposition (each, a "Transfer'') of a Litigation Trust Interest may be effected or made. 
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However, Transfers of a Litigation Trust Interest may be made pursuant to the Plan or by 
operation of law or by will or the laws of descent and distribution. 

Canatla Federal Income Tax Matters Relating to Litigation Trust Interests 

The treatment for Canadian federal income tax purposes, pursuant to the Tax Act, of the 
Litigation Trust and of a Holder's Litigation Trust Interest, including the holding and disposition 
thereof and the receipt of distributions is unclear and will depend, in part, on the residence of the 
Litigation Trust. The residence of the Litigation Trust for pw-.poses of the Tax Act will depend 
on a number of factors, including the location where the Litigation Trust is managed and 
controlJed. Pm·suant to the Tax Proposals, where the management and control of the Litigation 
Trust is located outside Canada, the Litigation Trust may still be deemed, for certain pulJloses of 
the Tax Act, to be resident in Canada. 

To the extent the Litigation Trust is, or is deemed to be, a resident of Canada for purposes of the 
Tax Act, and realizes any income or capital gain with respect to the Litigation Trust Claims 
transferred to the Litigation Trust, the Litigation Trust may be liable for Canadian federal income 
tax thereon. Where the Litigation Trust is s-ubject to Canadian federal income tax and is a 
resident of Canada solely by virtue of being deemed a resident, Canadian Holders of beneficial 
interests in the Litigation Trust have, jointly and severally, or solidarily, with the Litigation Tmst 
and with each other, the rights and obligations of the Litigation Trust under Divisions I and J of 
the Tax Act, including in respect of the filing of returns and the payment of income tax payable 
by the Litigation Trust, and may be subject to administration and enforcement proceedings under 
Part XV of the Tax Act in respect of those rights and obligations, subject to the recovery limit 
rules in proposed section 94 of the Tax Act. To the extent that the income or gains of the 
Litigation Trust are paid or made payable to the beneficiaries of the Litigation Trust in a 
particular taxation year, the beneficiaries may be liable for Canadian federal income tax in 
t·espect of such amounts paid or made payable and a deduction in computing income may be 
available to the Litigation Trust. 

To the extent the Litigation Trust is, or is deemed to be, a resident of Canada for Canadian 
income tax purposes, net income of the Litigation Trust distributed to non-residents of Canada 
will be subject to withholding tax under the Canadian Tax Act at a 25% rate, subject to potential 
reduction under an applicable tax treaty between Canada nnd the beneficiary•s jurisdiction of 
residence. 

Holders who wHJ receive an interest in the Litigation Trust shouhl consult their own tax 
ndviSOJ'S with respect to both Canadian and foreign income tax coosiderations. 
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TillS LITIGATION TRUST AGREEMENT (this "Agreement"), dated as of the Effective 
Date, is entered into by and among: 

1. Sino-Forest Corporation C'SFC"); and 

2. [•J, as trustee of the Litigation Trust (the "Litigation Trustee''). 

PRELIMINARY STATEMENT 

SFC has filed that certain Plan of Compromise and Arrangement dated •, 2012 in the Ontario 
Superior Court of Justice (the "CCAA Court'') pursuant to the provisions of the Companies' 
Creditors Arrangement Act, R.S.C. 1985, c. C-36 (the "CCAA") (Case No. CV-12-9667-CL) 
(together with any supplement to such Plan and the exhibits and schedules thereto, as the same 
may be amended, modified or supplemented from time to time in accordance with the terms 
thereof, the "PJan"). 

On March 30, 2012 (the "Filing Date"), SFC commenced reorganization proceedings under the 
CCAA before the CCAA Court. 

On •, 2012, the CCAA Court entered the Sanction Order approving the Plan. 

The Litigation Trust is created in accordance with the laws of Ontario. 

The Litigation Trust is created pursuant to this Agreement in order to effectuate certain 
provisions of the Plan and the Sanction Order and, in accordf.lnce therewith, the Litigation 
Trustee will hold the Litigation Tmst Claims and the other Litigation Trust Assets for the benefit 
of the Litigation Tmst Beneficiaries. 

In this Agreement, "Litigation Trust Claims" means any and all claims, actions, causes of 
action, demands, suits, rights, entitlements, litigation, arbitration, proceeding, hearing or 
complaint, whether known or unknown, reduced to judgment or not reduced to judgment, 
liquidated or unliquidated, contingent or non-contingent, matured or utunatured, disputed or 
tmdisputed, secured or tu1secured, assertable directly or derivatively, in law, equity or otherwise, 
based in whole or in pa11 upon any act or omission or other event occuning at any time, whethe1.· 
before, on or after the Filing Date (the "Causes of Action") which may be asserted, by or on 
behalf of (i) SFC against any and all third parties; or (ii) the Noteholders or any representative 
thereof (including the Trustees) against any and all third parties in connection with any of the 
Notes issued by SFC, other than Noteholder Class Action Claims~ provjded, however, that in no 
event shall Litigation Tmst Claims include any Claim or Cause of Action that is released 
pursuant to Sections 7.1 of the Plan. 

In this Agreement, "Litigation Trust Assets" means the Litigation Trust Claims, the Litigation 
Funding Amount, and any other assets acquired by the Litigation Trust on or after the Effective 
Date pursuant to this Agreement or the Plan. 
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The Litigation Trust is established for the sole purpose of liquidating and distributing the 
Litigation Trust Assets pursuant to the Plan and tllls Agreement with no objective to continue or 
engage in the conduct of a trade or business. 

The Litigation Tn1st is established for the (i) benefit of the Affected Creditors with Proven 
Claims and the NotehoJder Class Action Claimants entitled to receive Litigation Trust Interests 
under the Plan (individually, a "Litigation Trust Beneficiary" and collectively, the "Litigation 
Trust Beneficiaries") and (H) pursuit of all Litigation Trust Claims. 

The Litigation Trustee has been duly appointed pursuant to the Sanction Order and Section 
1.2(b) of this Agreement. 

Unless the context otherwise requires, capitalized terms used in this Agreement and not 
otherwise defined herein shall have the meanings ascribed to them in the Plan. Schedule A to 
this Agreement sets forth an index of terms that are defined in this Agreement. 

AGREEMENT 

NOW, THEREFORE, in consideration of the promises and the mutual covenants and 
agreements contained herein and in the Plan, SFC, the Litigation Trustee and the Litigation Trust 
Board, intending to be legally bound, agree as follows: 

ARTICLE l 
ESTABLISHMENT OF THE LITIGATION TRUST 

1.1 Settling the Litigation Trust and Funding Expenses of the Litigation Trust 

SFC shall settle the Litigation Trust and shall transfer the Litigation Funding Amount to the 
Litigation Trustee by way of a loan or otherwise to finance the operations of the Litigation Trust. 
The Litigation Trust Claims Transferors shall have no other funding obligations with respect to 
the Litigation Trust. 

1.2 Establishment of Litigation Trust and Appointment of the Litigation Trustee 

(a) Purswmt to the Plan, the Litigation Trust is hereby established on the date and at 
the time set out in section 6.4 of the Plan, and shall be known as the "Sino-Forest 
Litigation Trust" on behalf of and for the benefit of the Litigation Trust 
Be11eficiaries. 

(b) The Litigation Trustee is hereby appointed as trustee of the Litigation Ttust 
effective us of the Plan Implementation Date (the "Effective Date") and agrees to 
accept and hold the Litigation Trust Assets in trust for the Litigation Trust 
Beneficiaries, subject to the tem1s of this Agreement. The Litigation Trustee (and 
each successor trustee thereto serving from time to time hereunder) shall have all 
the rights, powers and duties set torth herein and pursuant to applicable law for 
accomplishing the purposes of the Litigation Trust. 
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1.3 Transfer of Assets and Rights to the Litigation Trustee 

(a) On the Effective Date, pmsuant to the Plan and the Sanction Order each of the 
Litigation Trust Claims shall be deemed to be irrevocably transferred, assigned 
and delivered to the Litigation Trustee (i) rights, title aud interests in and to the 
Litigation Trust Claims (and with respect to the Indenture Trustees, all of the 
rights, title and interests of the Noteholders in and to the Litigation Trust Claims 
on behalf of the Noteholders), free and clear of any and all liens, claims (other 
than claims in the nature of setoff or recoupment), encumbmnces or interests of 
any kind in such property of any other Person, 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 (collectively, the 
"Privileges") (and with respect to the Indenture Trustees, all of the rights, title 
and interests of the Noteholders in and to the Privileges on behalf of the 
Noteholders), all of which shall, and shall be deemed to, vest in the Litigation 
Trustee for the benefit of the Litigation Trust Beneficiaries. In no event shall any 
part of the Litigation Trust Claims Jevert to or be distributed to SPC or the 
Noteholders (or any representative thereof (including the Trustees). None of the 
foregoing transfers to the Litigation Trustee shall constitute a merger or 
consolidation of the respective Litigation Trust Claims, each of which shall retain 
its separateness following the transfer for all purposes relevant to the prosecution 
thereof. The Litigation Trustee's receipt of the Privileges shall be without waiver 
in recognition of the joint and/or successor interest in prosecuting claims on 
behalf ofthe Litigation Trust Claims Transferors. 

(b) Subject to Section 1.3(c), after the Effective Date, SFC shall (i) deliver or cause to 
be delivered to the Litigation Trustee, docwnents reasonably requested and 
related to the Litigation Trust Claims (including those maintained in electronic 
format), whether held by SFC or its employees, agents, advisors, counsel, 
accountants, or other professionals and (ii) provide reasonable access to such 
employees, agents, tldvisors, cotmsel, accountants or other professionals with 
knowledge of matters relevant to the Litigation Tntst Claims. Where original 
documents are required, SFC will make reasonable efforts to make such original 
docwnents available. For the avoidance of doubt, the rights of the Litigation 
Trustee pursuant to this Section 1.3(b) shall incltJde the right to demand or compel 
the production of copies of any such documents or information from any party, 
committee or person who may have produced such documt:nts for or on behalf of 
SFC or any committee appointed by SFC or its board of directors. 

(c) Any documents or information delivered by SFC to the Litigation Trustee 
pursuant to Section I J(b) (i) shall be used strictly for the purposes of advancing 
the Litigation Trust Claims and for no other purpose, (ii) shall not, except as may 
be required by law, be used for any purpose in relation to any regulatory 
proceedings involving the Named Directors and Officers, and (iii) shall be subject 
to the continuation of any privilege attaching to such documents, including but 
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not limited to lawyer-client privilege, litigation privilege, and common interest 
privilege, which privileges the Litigation Trustee agrees to maintain ru1d uphold. 

(d) Where documents, information and/or access is requested of third party agents, 
advisors, lawyers, accotmtants or other professionals ('1Third Party Disclosers11

), 

the Litigation Trustee shall pay such reasonable fees and costs of such Third Party 
Disclosers as are necessary for them to comply with the requests of the Litigation 
Tmstee. 

(e) SFC hereby agrees at any time and from time to time on and after the Effective 
Date, (i) at the reasonable request of the Litigation Trustee, to execute and/or 
deliver any instnunents, documents, books, and records (including those 
maintained in electronic format and original documents as may be needed), (ii) to 
take, or cause to be taken, all such further actions as the Litigation Trustee may 
reasonably request in order to evidence or effectuate the transfer of the Litigation 
Trust Claims m~d the Privileges to the Litigation Trustee contemplated hereby and 
by tbe Plan and to otherwise carry out the intent of the parties hereunder, and (iii) 
to cooperate with the Litigation Tmstee in the prosecution of Litigation Trust 
Claims to the extent reasonable. 

(f) The Litigation Trustee agrees that it will accommodate reasonable requests by 
Named Directors and Officers (and their agents} advisors} lawyers, accountants or 
other professionals) to access, at their expense, copies or originals of any 
documents obtained by the Litigation Trustee pursuant to the terms of this 
Agreement, for the pu1poses of defending any civil, regulatory or other 
proceedings involving the Named Directors and Officers or in connection with 
their financial affairs. 

1.4 Title to Litigation Trust Assets 

(a) Upon the transfer of the Litigation Trust Claims to the Litigation Trust pursuant to 
the Plan, the Sanction Order and this Agreement, SFC and any other holders of 
tile Litigation Trust Claims (the "Litigation Trust Claims Transferors") shall 
have no interest in or with respect to the Litigation Trust Assets, and the 
Litigation Tntstee shall succeed to all of the Litigation Tntst Claims Transferors' 
rights, title and interests in and to the Litigation Tmst Claims. 

(b) Notwithstanding anything in the Plan or in this Agreement to the contrary, the 
transfer of the Litigation Trust Claims to the Litigation Trustee does not diminish, 
and fully preserves, any defences or privileges a defendant would have if such 
Litigation Trust Claims had been retained by the Litigation Trust Claims 
Transferors. 

(c) To the extent that any Litigation Trust Assets cannot be transferred to the 
Litigation Trustee because of a restriction on transfentbility under applicable non­
bankruptcy law, such Litigation T.rust Assets shaJl be deemed to have been 
retained by the applicable Litigation Trust Claims Transferors, and the Litigation 
Trustee shall be deemed to have been designated as a representative of such 
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Litigation Trust Claims Transferors to enforce and ptu·sue such Litigation Trust 
Assets on behalf of such Litigation Trust Claims Transferors, and all proceeds, 
income and recoveries on account of any such Litigation Trust Assets shall be 
assets of the Litigation Trust and paid over thereto immediately upon receipt by 
the Litigation Trust Claims Transferors, or any other Person, Notwithstanding the 
foregoing, btlt subject to Sections 1.1 and 3.4 of this Agreement, all net piOceeds, 
income, and recoveries of or on account of such Litigation Trust Assets shall be 
transferred to the Litigation Trust to be distributed to the holders of the Litigation 
Tmst Interests consistent with the terms of this Agreement. 

1.5 Nature and Purpose of the Litigation Trust 

(a) Pumose. The Litigation Trust is organized and established as a trust pursuant to 
which the Litigation Trustee. subject to the terms and conditions contained herein, 
is to (i) hold the assets of the Litigation Tmst and (ii) oversee the efficient 
prosecution of the Litigation Trust Claims, on the tel'lUS and conditions set forth 
herein. 

(b) Actions of the Litigation Trustee. Subject to the terms of this Agreement, the 
Litigation Trustee, upon direction of the Litigation Trust Board. and the exercise 
.of their collective reasonable business judgment, shall, in an efficient and 
responsible manner prosecute the Litigation Trust Claims and preserve and 
enhance the value of the Litigation Trust Assets. The efficient and responsible 
prosecution of the Litigation Trust Claims may be accomplished either through 
the prosecution, compromise and st...'i.tlement, abandonment or dismissal of any or 
all claims, rights or causes of action, or otherwise, as determined by the Litigation 
Trustee and the Litigation Trustee Board in accordance with the terms of this 
Agreement and the exercise of their collective reasonable best judgement. The 
Litigatjon Trustee, upon direction by the Litigation Trust Board, and except as set 
forth in Section 3 .12 herein, shall have the absolute right to pursue, settle and 
compromise or not pursue any and all Litigation Trust Claims as it determines is 
in the best interests of the Litigation Trust Beneficiru·ies, and consistent with the 
purposes of the Litigation Trust, and the Litigation Trustee shall have no liability 
for the outcome of any such decision except for any damages caused by gross 
negligence, bad faith, wilful misconduct or knowing violation of law. 

(c) Limitation on Actions Against Named Directors and Officers. From and after the 
Plan Implementation Date, to the extent that the Litigation Tmst Claims include 
rights of action against a Named Director or Officer, (a) the Litigation Trustee 
may only commence or prosecute an action for a Non-Released D&O Claim 
against a Named Director or Officer if the Litigation Trustee has first obtained (i) 
the consent of the Monitor or (ii) leave of the Cotut on notice to the applicable 
Directors and Officers, Sf'C, the Monitor, the Initial Consenting Noteholdcrs and 
any applicable insurers; and (b) in cotmection with any action brought or 
prosecuted by the Litigation Trustee against a Named Director or Officer 
asserting a Section 5.1 (2) D&O Claim or a Conspiracy Claim, the Litigation 
Trustee shall, as against the Named Directors and Officers, in relation to such 
claims, be irrevocably limited to recovery solely from the proceeds of the 
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Insurance Policies paid or payable on behalf of SFC or its Directors or Officers, 
and shall have no right to, and shall not, directly or indirectly, make any claim or 
seek any recoveries from any of the N runed Directors and Officers other than 
enforcing the Litigation Trustee's rights to be paid from the proceeds of an 
Insurance Policy by the applicable insurer(s). Any defined term used in this 
subparagraph not defined in this Agreement shall be as defined in the Plan. 

(d) Relationship. This Agreement is intended to create a trust and a trust relationship 
and to be governed and constn1ed in all respects as a trust. The Litigation Trust is 
not intended to be, and shall not be deemed to be or treated as, a general 
partnership, limited partnership, joint venture, corporation, joint stock company or 
association, nor shall the Litigation Trustee, or the Litigation Trust Board (or any 
of its members or ex officio members), or the Litigation Trust Beneficiaries, or 
any of them, for any purpose be, or be deemed to be or treated in any way 
whatsoever to be, liable or responsible hereunder as partners or joint ventmers. 
The relationship of the Litigation Trust Beneficiaries, on the one hand, to the 
Litigation Trustee and the Litigation Trust Board, on the other, shall not be 
deemed a principal or agency relationship, and their rights shall be limited to 
those conferred upon them by this Agreement. 

(c) No Waiver of Claims. The Litigation Trustee may enforce all rights to commence 
and purstJe, as appropriate, any and all Litigation Trust Claims after the Effective 
Date. The Litigation Tl'llstee shall have, retain, reserve, and be entitled to assert 
all such Litigation Trust Claims, rights of setoff, and other legal or equitable 
defences which the Litigation Trust Claims Transferors had on the Effective Date 
fully as if the Litigation Trust Claims had not been transferred to the Litigation 
Trustee in accordance with the Plan, the Sanction Order and this Agreement~ and 
all of the Litigation Trust Claims Transferors' legal and equitable rights - may be 
asserted after the Effective Date. Nothing in this Agt·eeroent shall be construed in 
a manner that is inconsistent wlth the Plan, the Sanction Order or any other orders 
made by the CCAA Court. 

1.6 Incorporation of Plan 

The Plan and the SHnction Order arc each hereby incorporated into this Agreement and made a 
part hereof by this reference; provided, however, to the extent that there is conflict between the 
provisions of tllis Agreement, the provisions of tJ1e Plan, and/or the Sanction Order, each such 
document shall have controJJing effect in the following rank order: (1) the Sanction Order; (2) 
the Plan; and (3) this Agreement. 

ARTJCLE2 
LITIGATION TRUST INTERESTS 

2.1 Allocation of Litigation Trust Interests 

The Litigation Trust Interests shall be allocated pursuant to the Plan. 
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2.2 Interests Beneficial Only 

The o'rvnershlp of a Litigation Trust 1nterest shall not entitle any holder of Litigation Trust 
Interests to any title in or to the assets of the Litigation Trust as such (which title shall be vested 
in the Litigation Trustee) or to any right to call for a partition or division of the assets of the 
Litigation Trust or to require an accounting. 

2.3 Evidence ofBeneficiai Interests 

The enti:tlements of the holders of Litigation Trust Interests (and the beneficial interests therein) 
will not be represented by certificates, securities, receipts or in any other form or manner 
whatsoever, except as maintained on the books and records of the Litigation Trust by the 
Litigation Trustee or the Registrar. The death, incapacity or bankruptcy of any Litigation Trust 
Beneficiary during the term of the Litigation Trust shall not (i) operate to terminate the Litigation 
Trust, (ii) entitle the representatives or creditors of the deceased party to an accounting, (iii) 
entitle the representatives or creditors of the deceased party to take any action in the CCAA 
Court or elsewhere for the distribution of the Litigation Trust Assets or for a partition thereof or 
(iv) otherwise affect the rights and obligations of any of the Litigation Trust Beneficiaries 
hereunder, 

2,4 Securities Law Registration 

It is intended that the Litigation Trust Interests shall not constitute "securities." To the extent the 
Litigation Tmst Interests are deemed to be "secw·ities," the issuance of Litigation Trust Interests 
to Litigation Trust Beneficiaries hereunder or w1der the Plan (and any redistribution of any of the 
foregoing pursuant to the Plan or otherwise) shall be exempt from the prospectus and registration 
requirements of any applicable provincial laws pursuant to section 2.11 of National Instrument 
45-106 - Prospectus and Registration Exemptions. If the Litigation Trustee determines, with the 
advice of counsel, that the Litigation Trust is required to compJy with registration and/or 
reporting requirements of any applicable securities laws, then the Litigation Trustee shall, after 
consultation with the Litigation Trust Board, take any and all actions to comply with such 
registration and reporting requirements, if any, to the extent required by applicable law. 
Notwithstanding the foregoing, nothing herein shall be deemed to preclude the Litigation Trust 
Board and the Litigation Trustee from amending this Agreement to make such changes as are 
deemed necessary or appropriate by the Litigation Trustee, with the advice of counsel, to ensure 
that the Litigation Trust is not subject to any such registration and/or repmting requirements. 

2.5 No Transfers 

(a) No transfer, sale assignment, distribution, exchange, pledge, hypothecation, 
mortgage or other disposition (each, a "Transfer") of a Litigation Trust Interest 
may be effected or made; provided, that, Transfers of a Litigation Trust Interest 
may be made by operation of law or by will or the laws of descent and 
distribution. 

(b) The Litigation Trustee shall appoint a registrar, which may be the Litigation 
Trustee (the "Registrar"), :for the purpose of recording entit1ement to the 
Litigation Trust Interests as provided for in this Agreement. The Registrar, if 
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other than the Litigation Trustee, may be such otlJer institution acceptable to the 
Litigation Trust Board. For its services hereunder, the Registrar, unless it is the 
Litigation Tmstee, shall be entitled to receive reasonable compensation from the 
Litigation Tmst as approved by the Litigation Trust Board, as an expense of the 
Litigation Trust. 

(c) The Litigation Tn1stee shall cause to be kept at the office of the Registrar, or at 
such other place or places as shall be designated by the Litigation Trustee from 
time to time, a registry of the holders of Litigation Trust Interests (the "Trust 
Register") which shall be mamtained on a strictly confidential basis by tl1e 
Registrar. The identity and extent of the Litigation Trust Interests of any 
Litigation Trust Beneficiary shall not be disclosed to any third party (other than 
the Litigation Trustee, the Litigation Trust Board and the Registrar, each of them 
shall maintain any such information in strict confidence), without the prior written 
consent of such Litigation Trust Beneficiary in each case. 

2.6 Ab:solute Owners 

The Litigation Trustee may deem and treat the holder of a Litigation Trust Interest of l'ecord in 
the Trust Register as the absolute owner of such Litigation Trust Interests for the purpose of 
receiving d.jstributions and payment thereon or on account thereof and for all other purposes 
whatsoever and the Litigation Trustee shall not be charged with having received notice of any 
claim or demand to such Litigation Trust Interests or the interest therein of any other Person. 

ARTICLE3 
THE LITIGATION TRUSTEE 

3.1 Litigation Trust Proceeds 

Any and all proceeds, income and/or recoveries obtained on account of or from the Litigation 
Trust Assets shall be added to the assets of the Litigation Trust (the "Litigation Trust 
Proceeds", which, for greater certainty, shall not include the Litigation Funding Amount), held 
as a part thereof and dealt with in accordance with the terms of this Agreement. 

3.2 Collection.ofLitigation Trust Proceeds 

The Utigation Trustee shall collect all Litigation Trust Proceeds and title therein shall be vested 
in the Litigation Trustee, in trust for the benefit of the Litigation Trust Beneficiaries, to be dealt 
with in accordance with the tenns of this Agreement. 

3.3 Payment of Litigation Trust Expenses 

Subject to Section 3.12 of this Agreement and the obligations of the Litigation Trustee under 
Sections 1.1 and 3.4 of this Agreement, the Litigation Trustee shall maintain the Litigation 
Funding Amount, and expend the Litigation Ftmding Amount (i) as js reasonobly necessary to 
pay reasonable and necessary adminislrative expenses (including but not limited lo, the 
reasonable costs and expenses of the Litigation Trustee (including reasonable fees, cosls, and 
expenses of professjonals retained thereby) and the compensation and the reasonable costs and 
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expenses of the members of the Litigation Trust Board as contemplated by Section and 4.10 
hereof (including the fees of professionals retained by such members as contemplated by 
Sections 4.2 hcrcot), any taxes imposed on lhe Litigation Trust or in respect of the Litigation 
Trust Assets or reasonable fees and expenses in connection with, arising out of, or related to, the 
Litigation Trust Assets and litigations associated therewith), (ii) to pay the costs and expenses of 
the valuations of the Litigation Trust Assets incurred by the Litigation Trust Board and/or the 
Litigation Trustee in accordance with Section 5.l(c) of this Agreement, (iii) to pay or reimburse 
amounts in accordance with Article 7 hereof and (iv) to satisfy other liabilities incuned or 
assumed by the Litigation Trust (or to which the assets of the Litigation Trust are otherwise 
subject) in accordance with this Agreement. 

3.4 Distributions 

The Litigation Trustee shall make distributions of Litigation Trust Proceeds in accordance with 
the provisions of Article 6 of this Agreement. 

3.5 Tenure, Rcmovalt and Replacement of the Litigation Trustee 

(a) Each Litigation Trustee will serve until the earliest of (i) the completion of aU the 
Litigation Trustee's duties, responsibilities and obligations under this Agreement, 
(ii) the Litigation Tn1stee's resignation and the appointment of a successor 
plU'suant to Section 3.5(b) of this Agreement, (iii) the Litigation Trustee's 
removal pursuant to Section 3.5(c) of this Agreement, (iv) the Litigation Trustee's 
death (if applicable) and (v) the termination of the Litigation Trust in accordance 
with this Agreement. 

(b) The Litigation Trustee may resign by giving not less than 90 days' prior written 
notice to the Litigation Trust Boatd. Such resignation will become effective on 
the later to occur of: (i) the day specified in such written notice and (ii) the 
appointment of a successor trustee as provided herein and the acceptance by such 
successor trustee of such appointment in accordance with Section 3.6 of this 
Agreement. If a successor trustee is not appointed or does not accept its 
appointment within 90 day.s following delivery of notice of resignation, the 
Litigation Trustee may file a motion with the CCAA Court, upon notice and 
hearing, for the appointment of a successor trustee. 

(c) The Litigation Trustee may be removed for any reason by majority vote of the 
members of the Litigation Tmst Board. 

(d) Jn the event of a vacancy in the position of the Litigation Trustee (whether by 
removal, resignation, or death, if applicable), the vacancy will be filled by the 
appointment of a successor trustee by (i) majority vote of the members of the 
Litigation Trust Board, and by the acceptance of the Litigation Trust by the 
successor trustee in accordance with Section 3.6 of this Agreement or (ii) an order 
of the CCAA Court after an opportunity for a hearing (provided, however, that 
only the Litigation Trust Board shall have standing to seek such an order (and the 
Litigation Trust Board shall only seek such an order upon a majority vote of the 
members of the Litigation Tmst Board, except as provided in Section 3.5(b) of 
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this Agreement). lf a successor trustee is appointed as provided in clause (i) or 
(ii) of the precedjng sentence, and such appointment is accepted by the successor 
trustee in accordance with Section 3.6 of this Agreement, the Litigation Trust 
Board shall provide notice of such appointme11t to the holders of the Litigation 
Trust Interests, which notice will include the name, address, and telephone 
number of the successor trustee provided, however, that, the provision of such 
notice shall not be a condition precedent to the vesting in the successor Litigation 
Trustee of all the estates, properties, rights, powers, trusts, and duties of its 
predecessor. 

(e) Immediately upon the appointment of any successor trustee, all rights, powers, 
duties, authority, and privileges of the pl'edecessor Litigation Trustee hereunder 
wi1l be vested in and undertaken by the successor trustee without any further act; 
and the successor trustee will not be liable personally for any act or omission of 
the predecessor Litigation Trustee. A successor trustee shall have all the rights, 
privileges, powers, and duties of its predecessor under this Agreement. 

(f) Upon the appointment of a successor trustee, the predecessor Litigation Trustee 
(or the duly appointed legal representative of a deceased Litigation Trustee) shall, 
if applicable, when requested in writing by the successor trustee or the CCAA 
Court, execute and deliver an instnunent or instruments conveying and 
transferring to such successor tmstee upon the trust herein expressed all the 
estates, prope1ties, rights, powers and trusts of such predecessor Litigation 
Trustee, and shall duly assign, transfer, and deliver to such successor trustee all 
property and money held hereunder, and all other assets, documents, instruments, 
records and other writings relating to the Litigation Trust, the Litigation Trust 
Assets, the Litigation Trust Proceeds, the Litigation Funding Amount, and the 
Litigation Trust Interests, then in its possession and held hereunder, and shall 
execute and deliver such documents, instruments and other writings as may be 
requested by the successor trustee or the CCAA Comt to effect the termination of 
such predecessor Litigation Trustee's capadty under the Litigation Trust, this 
Agreement and the Plan and otherwise assist and cooperate, without cost or 
expense to the predecessor Litigation Trustee, in effectuating the assumption of its 
obligations and functions by the successor trustee. 

(g) During any period in which there is a vacancy in the position of Litigation 
Trustee, the Litigation Trust Board shall appoint one of its members to serve as 
interim Litigation Tn1stee (the "Interim Trustee") . The Interim Trustee shall be 
subject to all the terms and conditions applicable to a Litigation Trustee 
hereunder. Such Interim Trustee shall not be limited in any manner from 
exercising any rights or powers as a member of the Litigation Trust Board merely 
by its appointment as Interim Tmstee. 

(h) The death, resignation or removal of the Litigation Trustee shall not terminate the 
Litigation Trust or revoke any existing agency created pursuant to this Agreement 
or invalidate aDy action theretofore taken by the Litigation Trustee. 
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3.6 Acceptance of Appointment by Successor Trustee 

Any successor trustee appointed hereunder shall execute an instrument accepting such 
appointment and assuming all ofthe obligations of the predecessor Litjgation Trustee hereunder 
and accepting the terms of this Agreement and agreeing tl1at the provisions of this Agreement 
shall be binding upon and inure to the benefit of the successor trustee and all of its heirs, and 
legal and personal representatives, successors and assigns, and thereupon the successor trustee 
shall, without any further act, become vested with all the estates, pmperties, rights, powers, 
trusts, and duties of its predecessor Litigation Trustee in the Litigation Trust hereunder with like 
effect as if originally named herein. 

3.7 Regular Meetings of the Litigation Trustee and the Litigation Trust Board 

Meetings of the Litigation Trustee, on one hand, and the Litigation Trust Board, on the other, are 
to be held with such frequency and at such place as the Litigation Trust Board may detennine in 
its sole discretion, but in no event shall such meetings be held less frequently than one time 
during each quarter of each calendar year. 

3.8 Special Meetings of the Litigation Trustee and the Litigation Trust Board 

Special meetings of the Litigation Trustee on the one hand, and the Litigation Trust Board, on 
the other, may be held whenever and wherever called for either by the Litigation Tn1stee or at 
least two members of the Litigation Ttust Board. 

3.9 Notice of, and Waiver of Notice for Litigation Trustee IUld Litigation Trust Board 
Meeting 

Notice of the time and place (but not necessarily the purpose or all of the purposes) of any 
regular or special meeting of the Litigation Tmst Board will be given to the Litigation Trustee 
and the members of the Litigation Trusl Board in person or by telephone, or via mail, electronic 
mail, or facsimile tl"ansmission. Notice to the Litigation Trustee and the members of the 
Litigation Trust Board of any such special meeting of the Litigation Trust Board will be deemed 
given sufficiently in advance when (i) if given by mail, the same is deposited in the mail at least 
ten calendar days before the meeting date, with postage thereon prepaid, (ii) if given by 
electronic mail or facsimile transmission, the srune is transmitted at least one Business Day prior 
to the convening of the meeting, or (iii) if personally delivered (including by overnight courier) 
or given by telephone, the same is handed, or the substance thereof is communicated over the 
telephone, to the Litigation Trustee and the members of the Litigation Trust Board or to an adult 
member of his/her office staff or household, at least one Business Day prior to the convening of 
the meeting. The Litigation Trustee and any member of the Litigation Trost Board may waive 
notice of any meeting of the Litigation Trust Board and any adjourrunent thereof at any time 
before, during, or after it is held, subject to applicable law. Except as provided jn the next 
sentence below, the waiver must be in writing, signed by the Litigation Trustee or the applicable 
member or membets of the Litigation Trust Board entitled to the notice, and filed with the 
minutes or records of the Litigation Trust. The attendance of the Litigation Trustee or a member 
of the Litigation Trust Board at a meeting shall constitute a waiver of notice of such meeting, 
except when the person attends a meeting for the express purpose of objecting, at the beginning 

WSLc~;a l\059250100007\837 5644 vi 

698 



- 12 - DRAFT 

of the meeting, to the transaction of any business because the meeting is not lawfully called or 
convened. 

3.10 Manner of Acting 

The Litigation Trustee or any member of the Litigation Trust Board may participate in a regular 
or special meeting by, or conduct the meeting through the use of, conference telephone, or 
similar commtmications equipment by means of which all persons patticipating in the meeting 
may hear each other, in which case any required notice of such meeting may generally describe 
the arrangements (rather than or in addition to the place) for the holding thereof. The Litigation 
Trustee or any member of the Litigation Trust Board participating in a meeting by this means is 
deemed to be present in person at the meeting. 

3.11 Role of the Litigation Trustee 

In furtherance of and consistent with the purpose of the Litigation Trust, the Litigation Trustee, 
subject to U1e terms and conditions contained herein, shall have the power to (i) prosecute, 
compromise and settle, abandon or dismiss for the benefit of the Litigation Trust Beneficiaries 
all Litigation Trust Claims transferred to the Litigation Trust (whether such suits are brought in 
the name of the Litigation Trust, the Litigation Trustee or otherwise), and (ii) otherwise perform 
the functions and take the actions provided for or permitted in this Agreement. In all 
circumstances, the Litigation Trustee shall act in the best interests of the Litigation Trust 
Beneficiaries and in furtherance of the purpose ofthe Litigation Tl'Ust. 

3.12 Authority ofLitigation Trustee 

Subject to any limitations contained herein (including Article 4 hereof and Sections 1.1 and 3.4 
of this Agreement) or in the Plan, but in addition to the other powers and authorities granted to 
the Litigation Trustee and set forth in this Agreement, the Litigation Trustee shall have the 
fo llowing powers and authorities: 

(a) to hold legal title to any and all rights of the holders of Litigation Trust Interests 
in or arising from the Litigation Trust Assets, including collecting, receiving any 
ru1d all money and other property belonging to the Litigation Trust (including any 
Litigation Trust Proceeds) and, subject to the approval of the Litigation Tntst 
Board, the 1igbt to vote any claim or interest relating to a Litigation Tmst Claim 
in any proceeding and receive any distribution thereon; 

(b) in consultation with and subject to the approval of the Litigation Trust Board, to 
perform the duties, exercise the powers, and assert the rights of a trustee, 
including commencing, prosecuting or settling causes of action, enforcing 
contracts or asserting claims, defenses, offsets and privileges; 

(c) in consultation with and subject to the approval of the Litigation Trust Board, to 
protect and enforce the rights to the Litigation Trust Chums by any method 
deemed appropriate including by judicial proceedings or pmsuant to any 
applicable bankruptcy, insolvency, moratorium or similar law and general 
principles of equity; 
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(d) in consultation with and subject to the approval of the Litigation Trust Board, to 
obtain reasonable insurance coverage with respect to the liabilities and obligations 
of the Litigation Trustee and the Litigation Trust Board under this Agreement (in 
the form of any errors and omissions policy or otherwise)~ 

(e) in consultation with and subject to the approval of the Litigation Trust Board, to 
obtrun insurance coverage with respect to real and personal property that may 
become assets of the Litigation Trust, if any; 

(f) in consultation with and subject to the approval of the Litigation Trust Board, to 
retain and pay such counsel and other professionals, including any professionals 
previously retained by the ad hoc committee of Noteholders (the uAd Hoc 
Committee,) or SFC, as the Litigation Trustee shall select to assist the Litigation 
Trustee in its duties, on such terms as the Litigation Trustee and the Litigation 
Trust Board deem reasonable and appropriate, without CCAA Court approval~ 
and subject to the approval of the Litigation Trust Board, the Litigation Trustee 
may commit the Litigation Trust to and shali pay such cotmsel and other 
professionals reasonable compensation for services rendered (including on an 
hourly, contingency, or modified contingency basis) and reasonable and 
documented out-of-pocket expenses incurred; 

(g) in consultation with and subject to the approval of the Litigation Trust Board, to 
retain and pay an accounting firm to perform such reviews and/or audits of the 
fmancial books and records of the Litigation Tmst as may be required by 
applicable laws (including, if applicable, securities Jaws) and/or this Agreement, 
and to prepare and file any tax retmns, informational returns or periodic and 
current reports for the Litigation Trust as required by applicable laws (including, 
if applicable, securities laws) and/or by this Agreement; subject to the approval of 
the Litigation Trust Board, the Litigation Trustee may commit the Litigation Tmst 
to and shall pay such accounting firm reasonable compensation for services 
rendered aHd reasonable and documented out-of-pocket expenses incurred; 

(h) in consultation with and subject to the approval of the Litigation Trust Board, to 
retain, enter into fee arrangements with and pay such third parties to assist the 
Litigation Trustee in carrying out its powers, authorities and duties under this 
Agreement~ subject to the approval of the Litigation Trust Board, the Litigation 
Trustee may commit the Litigation Trust to and shall pay all such Persons 
reasonable compensation for services rendered and reasonable and doct1mented 
out~of-pocket expenses incurred, as well as commit the Litigation Trust to 
indemnify any such Persons in connection with the perfonnance of services 
(provided that such indemnity shall not cover any losses, costs, damages, 
expenses or liabilities that result from the gl'Oss negligence, bad faith, wilful 
misconduct or knowing violation of law by such Persons); 

(i) in consultation with and subject to the approval of the Litigation Trust Board, to 
waive any privilege (including the Privileges) or any defence on behalf of the 
Litigation Trust or, with respect to the Litigation Trust Claims; 
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G) in consultation with and subject to the approval of the Litigation Trust Board, to 
investigate, analyze, compromise, adjust, arbitrate, mediate, sue on or defend, 
pursue; prosecute, abandon, dismiss, exercise rights, powers, and privileges with 
respect to, or otherwise deal with and settle, in accordance with the terms set forth 
herein, all causes of action in favour of or against the Litigation Trust; 

(k) in consultation with and subject to the approval of the Litigation Trust Board, and 
solely with respect to Litigation Trust Claims, to avoid and recover transfers of 
SFC's property as may be permitted by applicable law; 

{1) to invest any moneys held as part of the Litigation Trust in accordance with fl!e 
terms of Section 3.19 of this Agreement; 

{m) in consultation with and subject to the approval of the Litigation Trust Board, to 
request any appropriate tax determination with respect to the Litigation Trust; 

{n) subject to applicable securities and other laws, if any, to establish and maintain a 
website for the purpose of providing notice of Litigation Trust activities in lieu of 
sending written notice to the holders of the Litigation Trust Interests and other 
such Persons entitled thereto, subject to providing notice of such website to such 
holders and other Persons; 

(o) in consultation with and subject to the appl'oval ofthe Litigation Tmst Board, to 
seek the examination of any Person. subject to the provisions of any applicable 
laws ot rules; 

(p) to make distributions in accordance with Article 6 of this Agreement; and 

(q) to take or refrain from taking any and all other actions that the Litigation Tntstee, 
upon consultation with und subject to the approval of the Litigation Trust Board, 
reasonably deems necessary or convenient for the continuation, protection and 
maximization of the Litigation Trust Claims or to can-y out the purposes hereof, 
provided, however, that the Litigation Trustee shall not be required to consult 
with or obtain approval of the Litigation Trust Board, to the extent such actions 
are purely mjnisterial in nature. 

3.13 LimitaHon of Litigation Trustee's Authority 

(a) Notwithstanding anything herein to the contrary, the Litigation Trustee shall not 
(i) be authorized to engage in any trade or business or (ii) take any such actions as 
would be inconsistent with the purposes of this Agreement, the preservation of the 
assets of the Litigation Trust and the best interests of the Litigation Trust 
Beneficiaries. 

{b) [The Litigation Trust shall not hold 50% or more of the stock (in either vote or 
value) of any Person that is treated as a corporation for federal income tax 
purposes, nor be the sole member of a limited liability company, nor have any 
interest in a Person that is treated as a partnershjp for federal income tax purposes, 
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unless such stock, membership interest, or partnership interest was obtained 
involuntarily or as a matter of practical economic necessity in order to preserve 
the value of the Litigation Trust Assets.] 

3.14 Boot's and Records 

(a) The Litigation Tmstee shall maintain books and records relating to the Litigation 
Trust Assets and the Litigation Trust Proceeds and the payment of expenses of, 
liabilities of, and claims against or assumed by, the Litigation Trust in such detail 
and for such period of time as may be necessary to enable it to mal<e full and 
proper accounting in respect thereof. Such books and records shall be maintained 
on a modified cash or other comprehensive basis of accounting necessary to 
facilitate compliance with the tax reporting and securities law requirements> if 
any, of the Litigation Tmst as well as the reporting requirements set forth in 
Article 8 and elsewhere in this Agreement. Nothing in this Agreement requires 
the Li-tigation Trustee to file any accounting or seek approval of any court with 
respect to the administration of the Litigation Trust, or as a condition for 
managing any payment or distribution out of the assets of the Litigation Trust. 

(b) Holders of the Litigation Trust Interests and their duly authorized representatives 
shall have the right, upon reasonable prior written notice to the Litigation Trustee, 
and in accordance with the reasonable regulations prescribed by the Litigation 
Trusteet to inspect and, at the sole expense of such holder seeking the samet make 
copies of the books and records relating to the Litigation Trust on any Business 
Day and as often as may be reasonably be desired, in each case for a purpose 
reasonably related to such holder's Litigation Trust Interests and subject to the 
confidentiality restrictions set forth in Section 2.5(c) and any other confidentiality 
restrictions as the Litigation Trustee 01· the Litigation Trust Board many deem 
appropriate. 

3.15 Inquiries into Tru!itee's Authority 

Except as othetwise set forth in this Agreement or the Plan, no Person dealing with the Litigation 
Trust shall be obligated to inquire into the authority of the Litigation Trustee in connection with 
the protection, conservation or disposition of the Litigation Tn1st Claims. 

3.16 Compliance with Laws 

Any and all distributions of assets of the Litigation Trust shall be in compliance with applicable 
laws, including applicable provincial securities laws. 

3.17 Compensation of the Litigation Tru:.;tee 

Notwithstanding anything to the contrary contained herein, the Litigation Trustee shall be 
compensated for its services, and reimbursed for its expenses, in accordance with, and pursuant 
to the terms of, a separate agreement to he negotiated and executed by the Litigation Tntst 
Board, which agreement shall not be subject to any third-party notice or approval. 
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3.18 Reliance by Litigation Tru!ltee 

Except as otherwise provided herein: 

(a) the Litigation Trustee may rely on, and shall be protected in acting upon, any 
resolution, certificate, statement, instrument, opinion, report, notice, request, 
consent, order or other paper or document reasonably believed by the Litigation 
Trustee to be genuine and to have been signed or presented by the proper party or 
parties; and 

(b) Persons dealing with the Litigation Trustee shall look only to the assets of the 
Litigation Trust to satisfy any liability incun·ed by the Litigation Trustee to such 
Person in carrying out the terms of this Agreement, and neither the Litigation 
Trustee nor any member of the Litigation Trust Board shall have any personal 
obligation to satisfy any such liability. 

3.19 Investment and Safekeeping of Litigation Trust Assets 

Subject to Sections l.J and 3.4 of this Agreemeat, the Litigation Tntstee shall invest all 
Litigation Trust Assets (other than Litigation Trust Claims), all Litigation Tntst Proceeds, the 
Litigation Funding Amount and all income earned by the Litigation Trust (pending distribution 
in accordance with Article 6 of this Agreement) only in cash and government securities, and the 
Litigation Trustee may retain any Litigation Trust Proceeds received that are not cash only for so 
long as may be required for the prompt and orderly liquidation of such assets into cash. 

3.20 Stnndard of Care; Exculpation 

Neither the Litigation Trustee nor any of its duly designated agents or representatives or 
professionals shall be liable for any act or omission taken or omitted to be taken by the Litigation 
Trustee in good faith, other than (i) acts or omissions resulting from the Litigation Trustee's or 
any such agent's, representative's or professional's gross negligence, bad faith, wHful 
misconduct or knowing violation of law or (ii) acts or omissions from which the Litigation 
Trustee or any such agent, representative or professional derived an improper personal benefit. 
The Litigation Trustee may, in connection with the performance of its functions, and in its sole 
and absolute discretion, consult with its counsel, accountants, financial advisors nnd agents, and 
shall not be liable for any act taken, omitted to be taken, or suffered to be done in accordance 
with advice or opinions rendered by such Persons. Notwithstanding such authority, the 
Litigation Trustee shall be under no obligation to consult with its counsel, accountants, financial 
advisors or agents, and its good faith determination not to do so shall not result in the imposition 
of liability on the Litigation Trustee, unJess such determination is based on gross negligence, bad 
faith, wilful misconduct or knowing violation of law. No amendment, modification or repeal of 
this Section 3.20 shall adversely affect any dght or protection of the Litigation Trustee or any of 
its agents, representatives or professionaJs that exists at the time of such amendment, 
modification or repeal. 
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LITIGATION TRUST BOARO 

4.1 Litigntion Trust Board 

' . 704 

DRAFT 

A litigation trust board (the "Litigation Trust Board") shall be estahllshed and consist of three 
Persons. The initial Litigation Trust Board members shall consist of the three Persons appointed 
to serve in such capacity pursuant to the Sanction Order. The members of the Litigation Trust 
Board shall hnve the right to direct and remove the Litigation Trustee in accordance with 
Section 3.5(c) of this Agreement, and shall have such other rights to operate and manage the 
Litigation Trust as are not inconsistent with the terms of this Agreement. No holder of Litigation 
Trust Interests (except to the extent such holder is a member of the Litigation Trust Boatd) shall 
have any consultation or approval rights whatsoever in respect of management and operation of 
the Litigation Trust. 

4.2 Authority of the Litigation T1·ust Board 

The Litigation Trust Board shall have the authority and responsibility to oversee, review, and 
guide the activities and performance of the Litigation Trustee and shall have the authority to 
remove the Litigation Trustee in accordance with Section 3.5(c) of this Agreement. The 
Litigation Trustee shall consult with and provide information to the Litigation Trust Board in 
accordance with and ptusuant to the terms of this Agreement and the Plan. The Litigation Trust 
Board shall have the authority to select and engage such Persons, and select and engage such 
professional advisors, including any professional previously retained by the Ad Hoc Committee 
or SFC, in accordance with the terms of this Agreement, as the Litigation Trust Board deems 
necessary and desirable to assist the Litigation Trust Board in fulfilling its obligations under this 
Agreement. The Litigation Trustee shall pay the reasonable fees of such Persons and firms 
(including on an hourly, contingency, or modified contingency basis) and reimburse such 
Persons for their reasonable and documented out-of-pocket costs and expenses consistent with 
the terms of this Agreement. 

4.3 Regular Meetings of the Litigation Trust Bonrd 

Meetings of the Litigation Trust Board are to be heLd with such frequency and at such place as 
the Litigation Trustee and the members of the Litigation Trust Board may determine in their 
reasonable discretion, but in no event shall such meetings be held less frequently than one time 
during each quarter of each calendar year. 

4.4 Special Meetings of the Litigation Trust Hoard 

Special meetings of the Litigation Trust Board may be held whenever and wherever called for by 
the Litigation Trustee or any two members of the Litigation Trust Board. 

4.5 Manner of Acting 

(a) A majority of the total number of members of the LiHgation Trust 13oard then in 
office shall constitute a quorum for the transaction of business at any meeting of 
the Litigatjon Trust Board; provided, however, that all decisions or approvals or 

WSl.e!llll\0592 501000071837 5 (>4~ vI 



- 18 - DRAFT 

other actions of the Litigation Trust Board shall require the affirmative vote of a 
majority of all of the members of the Litigation Trust Board, and such an 
affim1ative vote obtained as to any particular matter, decision, approval or other 
action at a meeting at which a quonun is present shall be the act of the Litigation 
Tmst Board, except as otherwise required by law or as provided in this 
Agreement. 

(b) Voting may, if approved by the majority of all of the members of the Litigation 
Trust Board, be conducted by electronic mail or individual communications by 
the Litigation Trustee and each member of the Litigation Trust Board. 

(c) Any member of the Litigation Trust Board who is present and entitled to vote at a 
meeting of the Litigation Trust Board (including any meeting of the Litigation 
Trustee and the Litigation Trust Board) when action is taken is deemed to have 
assented to the action taken, subject to the requisite vote of the Litigation Trust 
Board unless: (1) such .member of the Litigation Trust Board objects at the 
beginning of the meeting (or: promptly apon his/her arrival) to holding it or 
transacting business at the meeting; or (ii) his/her dissent or abstention from the 
action taken is entered jn the minutes of the meeting; or (iii) he/she delivers 
written notice (including by electronic or facsimi.le transmission) of his/her 
dissent or abstention to the Litigation Tmst Board before its adjournment. The 
right of dissent or abstention is not available to any member of the Litigation 
Trust Board who votes in favour of the action taken. 

(d) Prior to the taldng of a vote on any matter or issue or the taking of any action with 
respect to any matter or issue, each member of ihe Litigation Trust Board shall 
report to the Litigation Trust Board any conflict of interest sucl1 member has or 
may have with respect to the matter or issue at hand and fully disclose the nature 
of such conflict or potential conflict (including disclosing any and all fmancial or 
other pecuniary interests that such member might have with respect to or in 
connection with such matter or issue, other than solely as a holder of a Litigation 
Trust Interest). A member who has or who may have a conflict of interest shall 
be deemed to be a "conflicted member" who shall not be entitled to vote or take 
part in any action with reSJ)Cct to such matter or issue (provided, however, such 
member shall be cotmted for purposes of determining the existence of a quorwn); 
the vote or action with respect to such matter or issue shall be undertaken only by 
members of the Litigation Trust Board who are not "conflicted members" and, 
notwithstanding anything contained herein to the contrary, the affirmative vote of 
only a majority of the members of the Litigation Tn1st Board who are not 
"conflicted members" shall be required to approve of such matter or issue and the 
same shall be the act of the Litigation Trust Board. 

4.6 Litigation Trust Board's Action Without a Meeting 

Any action required or permitted to be taken by the Litigation Trust Board at a meeting of the 
Litigation Trust Board may be taken without a meeting if the action is taken by unanimous 
written consent of the Litigation Trust Board as evidenced by one or more written consents 
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describing the action taken, signed by all members of the Litigation Trust Board and recorded in 
the minutes or other transcript of proceedings ofthe Litigation Trust Board. 

4.7 Notice of, and Waiver of Notice for LWgation Trust Board Meetings 

Notice of the time and place (but not necessarily the purpose or all of the purposes) of any 
regular or special meeting of the Litigation Trust Board will be given to the members of the 
Litigation Trust Board in person or by telephone, or via mail, electronic mail, or facsimile 
transmission. Notice to the members of the Litigation Trust Board of any such special meeting 
will be deemed given sufficiently in advance when (i) if given by mail, the same is deposited in 
the United States mail at least ten calendar days before the meeting date, with postage thereon 
prepaid, (ii) if given by electronic mail or facsimile transmission, the same is transmitted at least 
one Business Day prior to the convening ofthe meeting, or (iii) if personally delivered (including 
by overnight courieL') or gjven by telephone, the same is handed, or the substance thereof is 
communicated over the telephone to the members of the Litigation Trust Board or to an adult 
member of his/her office staff or household, at least one Business Day prior to the convening of 
the meeting. Any member of the Litigation Trust Board may waive notice of any meeting and 
any adjow-nment thereof at any time before, during, or after it is held, subject to applicable law. 
Except as provided in the next sentence below, the waiver must be in writing, signed by the 
applicable member or members of the Litigation Trust Board entitled to the notice. The 
attendance of a member of the Litigation Trust Board at a meeting shall constitute a waiver of 
notice of such meeting, except when the person attends a meeting for the express purpose of 
objecting, at the beginning of the meeting, to the transaction of any business because the meeting 
is not lawfully called or convened. 

4.8 Telephonic Communications 

Any member of the Litigation Trust Board may participate in a regular or special meeting of the 
Litigation Trust Board by, or conduct the meetjng through the use of, conference telephone, or 
similar communications equipment by means of which all persons pru.ticipating in the meeting 
may hear each other, in which case any required notice of such mee·tJng may generally describe 
the arrangements (..ather than or in addition to the place) for the holding thereof. Any member of 
the Litigation Trust Board participating in a meeting by this means is deemed to be present in 
person at the meeting. 

4.9 Tenure, Removal and Replacement of the Members of the Litigation Trust Board 

The authority of the members of the Litigation Tlllst Board will be effective as of the Effective 
Date and will remain and continue in fuJJ force and eftbct until the Litigation Trust is terminated 
in accordance with Section 8.1 hereof. The service of the members of the Litigation Trust Board 
will be suqject to the following: 

(a) The members of the Litigation Trust Board will serve until death or resignation 
pursuant to Section 4.9(b) of this Agreement, or removal pursuant to 
Scction4.9(c) ofthis Agreement. 

(b) A member of the Litigation Trust Board may resign a1 any time by providing a 
written notice of resignation to the remaining members of the Litigation Trust 
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Board. Such resignation will be effective upon the date received by the Litigation 
Trust Board or such later date specified in the written notice. 

(c) A member of the Litigation Tmst Board may be removed by the majority vote of 
the other members of the Litigation Tmst Board, wrHten resolution of which shall 
be delivered to the removed Litigation Trust Board member; provided, however, 
that such removal may only be made for Cause. For purposes of this 
Section 4.9(c), "Cause" shall be defined as: (i) such Litigation Trust Board 
member's theft or embezzlement or attempted theft or embezzlement of money or 
tangible or intangible assets or property; (ii) such Litigatjon Trust Board 
member's violation of any law (whether foreign or domestic), which results in an 
indictable offence or similar judicial proceeding; (iii) such Litigation Trust Boru·d 
member's gross negligence, bad faith, wilful misconduct or knowing violation of 
law, in the performance of his or her duties as a member of the Litigation Tmst 
Board; or (iv) such Litigation Trust Board member's failure to perform any of his 
or her other material duties under this Agreement (including the regular 
attendance at meetings of the Litigation Tl'llst Board and of the Litigation Trustee 
and the Litigation Trust Board); provided, however, that such Litigation Trust 
Board member shall have been given a reasonable period to cure any alleged 
Cause under clauses (Hi) (other than bad faith, wilful misconduct or knowing 
violation of law) and (iv). 

(d) In the event of a vacancy on the Litigation Trust Board (whether by removal, 
death or resignation), the remaining members of the Litigation Trust Board shall 
appoint a new member to fill such position. In the event that there are no 
members of the Litigation Trust Board selected or appointed in accordance with 
the preceding sentence, appointments to fill such vacancies that would have been 
made in accordance with the preceding sentence shall be made by the Litigation 
Trustee, following consultation with, and with the consent of, the Monitor. Upon 
any such appointment of a successor member of the Litigation Trust Board, 
Litigation Trustee shall provide the holders of the Litigation Trust Interests with 
notice of the name of the new member of the Litigation Trust Board, provided, 
however, that the provision of such notice shall not be a condition precedent to 
the rights and power of the new member of the Litigation Trust Board to act in 
such capacity. 

(e) Immediately upon the appointment of any successor member of the Litigation 
Trust Board all rights, powers, duties, authority, and privileges of the predecessor 
member of the Li ligation Trust Board heretmder will be vested in and undertaken 
by the successor member of the Litigation Trust Board without any further act; 
and the successor member of the Litigation Trust Board will not be liable 
personally for any act or omission of the predecessor member of the Litigation 
Trust Board. 

4.10 Compensation of the Litigation Trust Board 

Each member of the Litigatjon Trust Board sha.IJ be paid by the Litigation Trust the amount of 
[$•J annually as compensation for his or her services hereunder as a member of the Litigation 
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Tmst Board. In addition, each member of the Litigation Trust Board shall be entitled to be 
reimbursed from the Litigation Trust for his or her reasonable and documented out-of-pocket 
expenses incurred in connection with the performance of his or her duties hereunder by the 
Litigation Trust upon demand for payment thereof. 

4.11 Standard of Care; Exculpation 

None of the Litigation Trust Board~ its respective members, designees, professionals, or duly 
designated agents or representatives, shall be liable for the act or omission of any other member, 
designee, professional, agent, or representative of the Litigation Tn1st Board, nor shall any 
member of the Litigation Trust Board be liable for any act or omission taken or omitted to be 
taken by the Litigation Trust Board in good faith, other than for (i) acts or omissions resulting 
from the Litigation Trust Board's or any such member's, designee's, professional's, agent's or 
representative's gross negligence, bad faith, wilful misconduct or knowing violation of law or 
(ii) acts or omissions from which the Litigation Trust Board or such member, designee, 
professional, agent or representative derived an improper personal benefit. The Litigation Trust 
Board may, in cOimection with the performance of its functions, and in its sole and absolute 
discretion, consult with the Litigation Trust Board's counsel, accountants, financial advisors and 
agents, and shall not be liable for any act taken, omitted to be taken, or suffered to be done in 
good faith in accordance with advice or opinions rendered by such Persons. Notwithstanding 
such authority, none of the Litigation Tl1lst Board or any of its members shall be under any 
obligation to consult with the Litigation Trust Board's counsel, accountants, financial advisors or 
agents, and their good faith determination not to do so shall not result in the imposition of 
liability on the Litigation Trust Board or, as applicable, any of its members, designees, 
professionals, agents or representatives, unless such determination is based on gl'oss negligence, 
bad faith, wilful misconduct or knowing violation of law. No amendment modification or repeal 
of this Section 4.11 shall adversely affect any right or protection of the Litigation Trust Boat'd, its 
members, designees, professional agents or representatives thnt exists at the time of such 
amendment, modification or repeal. 

ARTICLES 
TAX MATTERS 

5.1 [Federal Income Tax Treatment of the Litigation Trust 

(a) For all federal income tax purposes, all parties (including SFC and the other 
Litigation Trust Claims Transferors, the Litigation Trustee, the Litigation Trust 
Board and the Litigation Trust Beneficiaries) shall treat the transfer of the 
Litigation Trust Assets to the Litigation Trustee for the benefit of the Litigation 
Trust Beneficiaries as (a) a transfer of the Litigation Trust Assets directly to those 
Litigation Trust Beneficiaries receiving Litigation Trust Interests (other than to 
the extent allocable to Umesolved Claims), followed by (b) the transfer by such 
Litigation Trust Beneficiaries to the Litigation Trustee of the Litigation Trust 
Assets in exchange for the Litigation Trust Interests (and in respect of the 
Litigation Tntst Assets allocable to the Unresolved Claims, as a transfer to the 
Unresolved Claims Reserve by the Litigation Trust CJaim Transferors). 
Accordingly, those Litigation Trust Beneficiaries receiving Litigation Trust 
Jnterests shall be treated for federal income tax purposes as the grantors and 
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owners of their respective shares of the Litigation Trust Assets. The foregoing 
treatment also shall apply, to the extent permitted by applicable law, for 
provincial and local income tax purposes.] 

(b) [Subject to definitive guidance fl'Om the • or a court of competent jurisdiction to 
the contrary (including receipt by the Litigatjon Trustee of a private letter ruling if 
the Litigation Trustee so requests one, or the receipt of an advet·se determination 
by the •. upon audit, or otherwise if not contested by the Litigation Trustee), the 
Litigation Trustee shall file returns for the Litigation Trust as a grantor trust 
pursuant to [Treasury Regulation section 1.671-4(a)J and in accordance with this 
Article 5. The Litigation Trustee shall also annually send to each holder of a 
Litigation Trust Interest a separate statement setting forth such holder,s share of 
items of income, gain, loss, deduction, or credit and will instruct all such holders 
and parties to report such items on their federal income tax returns. The 
Litigation Trustee also shall tile (or cause to be filed) any other statements, 
returns or disclosures relating to the Litigation Trust that are required by any 
governmental unit.] 

(c) [As soon as possible after the creation of the Litigation Trust, but in no event later 
than 60 days theteafter, the Litigation Trust Board shall inform, in writing, the 
Litigation Trustee of the fair market value of the Litigation Trust Assets 
transferred to the Litigation Trust based on the good faith determination of the 
Litigation Trust Board, and the Litigation Trustee shall apprise, in writing, the 
Litigation Trust Beneficiaries of such valuation. The valuation shall be used 
consistently by all parties (including SFC and the other Litigation Trust Claim 
Transferors, the Litigation Trustee, the Litigation Trust Board and the Litigation 
Trust Beneficiaries) for all federal income tax purposes. As soon as possible after 
the Effective Date, the Litigation Trustee shall make such valuation pt·epared by 
the Liti-gation Trust Board available from time to time, to the extent relevant, and 
such valuation shall be used consistently by all parties (including SFC and the 
other Litigation Trust Claim Transferors, the Litigation Trustee, the Litigation 
Trust Board and the Litigation Trust Beneficiaries) for all federal income tax 
pw-poses. In connection with the preparation of the valuation contemplated 
hereby, the Litigation Trust Board shall be entitled to retain such professionals 
and advisers as the Litigation Trust Board shall determine to be appropriate or 
necessary, and the Litigation Trust Board shall take such other actions in 
connection therewith as jt determines to be appropriate or necessary in connection 
therewith. 'lne Litigation Trust shall bear all of the reasonable costs and expenses 
incurred in coJmection with determining such value, including the fees and 
expenses of any Persons retained 'by the Litigation Trust Board in connection 
therewith.] 

(d) [The Litigation Trustee may request an expedited determination of taxes of the 
LitigaUon Trust for all returns tiled for, or on behalf of, the Litigation Trust for all 
taxable periods through the dissolution oftl1e Litigation Trust.) 
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(e) [The Litigation 'ftustee shall be responsible for payments, out of the Litigation 
Trust Assets and Litigation Trust Proceeds, of any taxes imposed on the Litigation 
Trust or the Litigation Trust Assets.) 

(f) [The Litigation Trustee may require any of the Litigation Trust Beneficiaries to 
fmnish to the Litigation Trustee its Employer or Taxpayer Identification Number 
as assigned by the • and the Litigation Trustee may condition any distribution or 
payment to any of them upon receipt of such identification number.] 

5.2 Allocations of Litigation Trust Taxable Income 

[Allocations of Litigation Trnst taxable income among the holders of the Litigation Trust 
Interests shall be determined by reference to the marmer in which an amount of cash equal to 
such taxable income would be distributed (without regard to any restrictions on distributions 
described herein) if, immediately prim to such deemed distribution, the Litigation Trust had 
distributed all of its other assets (valued at their tax book value) to the holders of the Litigation 
Trust Interests, in each case up to the tax book value of the assets treated as contributed by such 
holders, adjusted for prior taxable income and loss and taking into account all prior and 
concurrent distributions from the Litigation Trust (including all distributions held in escrow 
pending the resolution of Unresolved Claims). Similarly, taxable loss of the Litigation Trust 
shall be allocated by reference to the manner in which an economic loss would be borne 
immediately after a liquidating distribution of the remaining Litigation Trust Assets. The tax 
book value of the Litigation Trust Assets for this purpose shall equal their fair market value on 
the Effective Date as determined under Section 5.l(c) above, adjusted in either case in 
accordance with tax accounting principles prescribed by the [Tax Code], and applicable tax 
regulations, and other applicable administrative and judicial authorities and pronouncements.] 

5.3 Canadian Tax Treatment of Distributions by Litigation Trustee 

Amounts distributed by the Litigation Trustee shall be treated as distributions of income or 
capital tor Canadian federal income tax purposes, as determined by the Litigation Trustee. The 
Litigation Trustee shall be entitled to file any election for tax purposes which it considers 
desirable or appropriate. The Litigation Trustee may create a legally enforceable right of 
Litigation Trust Beneficiaries in respect of any particular distribution to enforce payment of that 
distribution on or before December 31 of the relevant taxation year of the Litigation Trust. 

6.1 Distributions; Withholding 

ARTICLE6 
DISTRIBUTIONS 

Subject to Sections 1.1 and 3.4 of this Agreement, the Litigation Trustee shall distribute, in 
accordance with this Article 6, to the holders of the Litigation Trust Interests the Litigation Trust 
Proceeds (including, without limitation, all net cash income plus all net cash proceeds from the 
liquidation of Litigation Trust Assets (including as cash, for this purpose, all cash equivalents), 
but excluding, for greater certainty, the Litigation Funding Amount or any remaining portion 
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thereof)~ provided, however, that the Litigation Trust may retain and not distribllte to holders of 
the Litigation Trust Interests such amounts as determjned by the Ljtigalion Trust Board (i) as are 
reas011ably necessary to meet contingent li abili~ies of the Litigation Trust during liquidation and 
(ii) lo pay reasonable and necessary adminjstrative expenses jncurred in connection with 
liquidation and aJly taxes imposed on the Litigation Trust or in respect of the Litigation Trust 
Assets, and provided further that prior to any distribution of Litigation Trust Proceeds to the 
holders of the Litigation Trust Interests, the Litigation Trustee shall first pay to Newco an 
amount in cash equivalent to the Litigation Funding Amount. All distributions and/or payments 
to be made to the holders of the Litigation Trust Interests pursuant to this Agreement shall be 
made to the holders of the Litigation Trust Interests pro rata based on the amount of Litigation 
Trust Interests held by a holder compared with the aggregate amount of the Litigation Trust 
Interests outstanding, subject, in each case, to the terms of the Plan and this Agreement. The 
Litigation Tmstee may withhold from amounts distributable to any Person any and all amounts, 
determined in the Litigation Trustee's reasonable sole discretion, to be requit·ed by any law, 
regulation, rule, ruling, directive or other governmental requirement. 

6.2 Manner of Payment or Distribution 

All distributions to be made by the Litigation Trustee hereunder to the holders of the Litigation 
Trust Interests shall be made to a disbursing agent acceptable to the Litigation Trust Board for 
further distribution to the holders of the Litigation Trust Interests and shall be payable to the 
holders of Litigation Trust Interests of record as of the 20th day prior to the date scheduled for 
the distribution, unless such day is not a Business Day, then .such day shall be the following 
Business Day. If the distribution shalt be in cash, the Litigation Trustee shall distribute such 
cash by wire, check, or such other method as the Litigation Trustee deems appropriate under the 
circumstances. 

6,3 Cash Distributions 

No cash distributions shall be required to be made to any holders of a Litigation Trust Interest in 
an amount less than $100.00. Any funds so withheld and not distributed shall be held in reserve 
and distributed in subsequent distributions. Notwithstanding the foregoing, all cash shall be 
distributed in the final distribution of the Litigation Trust. 

ARTICLE? 
INDEMNIFICATION 

7.1 lndemniflca tion of Litigation Tmstee ancl the Litigation Trost Board 

(a) To the fullest extent permitted by law, the Litigation Trust, to the extent of its 
assets legally available for that purpose, shall indemnify and bold harmless the 
Litigation Trustee, each of the members of the Litigation Trust Board and each of 
their respective directors, members, shareholders, partners, officers, agents, 
employees, cotmsel and other professionals (collectively, the "Indemnified 
Persons") from and against any and all losses, costs, damages, reasonable and 
documented out-of-pocket expenses (including reasonable fees and expenses of 
counsel and other advisors and any court costs incurred by any Indemnified 
Person) or liability by reason of anything any Indemnified Person did, does, or 
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refrains from doing for the business or affairs of the Litigation Trust, except to the 
extent that the loss, cost, damage, expense or liability resulted (x) from the 
Indemnified Person's gross negligence, bad faith, wilful misconduct or knowing 
violation of law or (y) from an act or omission from which the Indemnified 
Person deri vcd an improper personal benefit. To the extent reasonable, the 
Litigation Trust shall pay in advance or reimburse reasonable and documented 
out-of-pocket expenses (inch.tding advancing reasonable costs of defence) 
incurred by the Indemnified Person who is or is threatened to be named or made a 
defendant or a respondent in a proceeding concerning the business and affairs of 
the Litigation Trust. The indemnification provided under this Section 7.1 shall 
survive the death, dissolution, resignation or removal, as may be applicable, of the 
Litigation Trustee, the Litigation Trust Board, any Litigation Trust Board member 
and/or any other Indemnified Person, and shall intue to the benefit of the 
Litigation Trustee's, each Litigation Trust Board member's and each other 
Indemnified Person's heirs, successors and assigns. 

(b) Any Indemnified Person may waive the benefits of indemnification under this 
Section 7.1, but only by an instrument in writing executed by such Indemnified 
Person. 

(c) The rights to indemnification under this Section 7.1 are not exclusive of other 
rights which any Indemnified Person may otherwise have at law or in equity, 
rncluding without limitation common law rights to indemnification or 
contribution. Nothing in this Section 7.1 will affect the rights or obligations of 
any Person (or the limitations on those rights or obligations) under this 
Agreement, or any other agreement or instrument to which that Person is a party. 

ARTICLES 
REPORTING OBLIGATIONS OF LITIGATION TRUSTEE 

8.1 Reports 

(a) The Litigation Trustee shall prepare such reports as the Litigation Trust Board 
shall request from time to time and shall distribute such rep01ts to the Litigation 
Tmst Board and, if directed by the Litigation Tn1st Board, to all holders of the 
Litigation Trust Interests as provided in this Article 8. For the avoidance of 
doubt, the holders of the Litigation Trust Interests shall not be entitled to any 
report, financiaJ or otherwise, unless detennined by the Litigation Trust Board in 
its sole discretion. 

(b) Without limiting the foregoing, the Litigation Tmstee shall timely (i) prepare, file 
and distribute such statements, reports, tax returns and forms, and submissions as 
may be necessary to cause the Litigation Trust and the Litigation Trustee to be in 
compliance with all applicable laws (including any quarterly and annual Jeports to 
the extent required by applicable law or in order to gain an exemption from 
compliance with applicable law) and (ii) prepare and file with the CCAA Court 
such reports and submissions as may be required by the CCAA Court. 
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(c) Any report to be given to the hotders of the Litigation Trust Interests at their 
addresses set forth in the Trust Register and filed with the CCAA Court; provided 
that the Litigation Tmstee may post any rep01t requh'ed to be provided to such 
Persons under this Section 8.1 on a web site maintained by the Litigation Trustee 
in lieu of act\laJ notice, subject to providing notice of such postings to the Persons 
listed in Section 11.5 herein and, if required by the Litigation Trust Board in its 
sole discretion, to the holders of the holders of Litigation Trust Interests. 

ARTICLE9 
TERM; TERMINATION OF THE LITIGATION TRUST 

9.1 Term; Termination of tbG Litigation Trust 

(a) The Litigation Trust shall commence on the date hereof and terminate no later 
than the fifth anniversary of the Effective Date; provided, however, that, on or 
prior to the date that is 90 days prior to such termination, the Litigation Trust 
Board may extend the term of the Litigation Trust if it is necessary to the efficient 
and proper administration of the Litigation Trust Assets in accordance with the 
purposes and terms of this Agreement. Notwithstanding the foregoing, multiple 
extensions can be obtained so long as each extension is obtained not less than 90 
days prior to the expiration of each extended term; and provided, further, that 
neither this Agreement nor the continued existence of the Litigation Trust shall 
prevent SFC from terminating the CCAA Proceeding. 

(b) The Litigation Trust may be terminated earlier than its scheduled termination if: 
(i) the Litigation Trustee has administered all Litigation Trust Assets and 
perf01med all other duties required by this Agreement and the Litigation Tt•ust; or 
(ii) if the Litigation Trustee~ in consultation with and subject to the approval of 
the Litigation Trust Board, determines that it is not in the best interests of the 
Litigation Trust Beneficiaries to continue pursuing the Litigation Trust Claims. 
Upon termination of the Litigation Trust pUI'suant to subsection (ii) hereof, any 
and all remaining portion of the Litigation Funding Amm.mt shall be paid to 
Newco in cash by wire, check, or S11ch other method as agreed to by the Litigation 
Trustee and Newco. 

9.2 Continuance of Trust for Winding Up 

After the termination of the Litigation Tmst and for the pl1rpose of liquidating and winding up 
the aff!urs of the Litigation Tmst, the Litigation Trustee shall continue to act as such until its 
duties huve been fu lly perfmmed. Prior to the final distribution of all of the remaining nssets of 
the Litigation Trust and upon approval of the Litigation Trust Board, the Litigation Trustee shall 
be entitled to reserve from such assets any and all amounts required to provide for its own 
reasonable costs and expenses, in accordance with Section 3.17, until such time as the winding 
up ofthe Litigation Tn1st is completed. Upon tenninatjon ofthe Litigation Tmst. the Litigation 
Trustee shall retain fox a period of two years the books, records, lists of the holders of the 
Litigation Trust Interests, the Trust Register, and other documents and files that have been 
delivered to or created hy the Litigation Trustee. At the Litjgation Trustee's discretion, all of 
such records and documents may, but need not, be destroyed at any time after two years from the 
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completion and winding up of the affairs of the Litigation Trust. Except as otherwise 
specifically provided herein, upon the termination of the Litigation Trust, the Litigation Trustee 
shall have no fi.u·ther duties or obligations hereunder. 

ARTICLElO 
AMENDI\'IENT AND WAIVER 

10.1 Amendment and 'Waiver 

The Litigation Trustee, with the prior approval of the majority of the members of the Litigation 
Trust Board, may amend, supplement or waive any provision of, this Agreement, without notice 
to or the consent of the holders of the Litigation Trust Interests or the approval of the CCAA 
Court; provided, that such amendment, supplement or waiver shall not adversely affect the 
payments and/or diso:ibutions to be made under this Agreement to (or on behalf or for the 
account of) any of the holders of the Litigation Trust Interests: (i) to cure any ambiguity, 
omission, defect or inconsistency in this Agreement; (H) to comply with any requirements in 
connection with the tax status of the Litigation Trust; (iii) to comply with any requirements in 
connection with maintaining that the Litigation Tmst is not subject to registration or reporting 
requirements; (iv) to make the Litigation Trust a reporting entity and, in such event, to comply 
with any requirements in connection with satisfying any applicable registration or reporting 
requirements; (v) to evidence and provide for the acceptance of appointment hereunder by a 
successor trustee in accordance with the te1ms of this Agreement; and (vi) to achieve any other 
purpose that is inconsistent with the purpose and intention of this Agreement. 

ARTICLE 11 
MISCELLANEOUS PROVISIONS 

11.1 Intention of Parties to Establish the Litigation Trust 

[This Agreement is intended to create a liquidating trust for federal income tax ptrrposes and, to 
the extent provided by law, shall be governed and construed in all respects as such a trust and 
any ambiguity herein shall be construed consistent herewith and, if necessary, this Agreement 
may be amended in accordance with Section 10.1 to comply with such federal income tax laws, 
which amendments may apply retroactively.] 

11.2 Laws as to Construction 

This Agreement shall be govemed by and construed in accordance with the laws of the Province 
of Ontario and the federals laws of Canada applicable therein, without regard to whether any 
conflicts of law would require the application of the law of another jurisdiction. 

11.3 Jurisdiction 

Without limiting any Person's right to appeal any order of the CCAA Comt with regard to any 
matter, (i) the CCAA. Comt shall retain exclusive jurisdiction to enforce the terms of this 
Agreement and to decide any claims OJ disputes which may arise or result from, or be connected 
with, this Agreement, any breach or default hereunder, or lhe transactions contemplated hereby, 
and (ii) any and all actions related to the foregoing shall be filed and maintained only in the 
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CCAA Court, and the parties, including the holders of the Litigation Trust Interests, and holders 
of Claims, hereby consent to and submit to the jurisdiction and venue of the CCAA Court. 

11.4 Severability 

If any provisjon of this Agreement or lhe application thereof to any Person or c.ircumstance shall 
be finally detetmined by a courl of competent jurisdiction to be invalid or UllenforceabJe to any 
extent, lhe remainder of this Agreement, or the application of such provision to Persons or 
circumstances other than those as to which it is held invalid or unenforceable, shall not be 
affected thereby, and such provision of this Agreement shall be valid and enforced to the fullest 
extent pemlitted by law. 

11.5 Notices 

All notices, requests or other communications to the parties hereto shall be in writing and shall 
be sufficiently given only if (i) delivered in person; (ii) sent by electronic mail or facsimile 
communication (as evidenced by a confirmed fax transmission report); (tii) sent by registered or 
certified mail, return receipt requested; or (iv) sent by commercial delivery service or courier. 
Until a change of address is communicated, as provided below, aU notices, requests and other 
communications shall be sent to the parties at U1e following addresses or facsimile numbers: 

If to the Litigation Trustee: [Addr·ess) 
Telephone; I•J 
Facsimile: l•J 
Attn: [•] 

(with a copy to) [Address] 
Telephone: r•J 
Facsimile: [•] 
Attn: l•J 

lfto SFC: [Address] 
Telephone: l•l 
Facsimile: [•J 
Attn: [•J 

(with a copy to) [Address] 
Telephone: r•J 
Facsimile: l•J 
Attn: [•] 

If to the Litigation Trust [Add•·ess] 
llonrd Members: Telephone: [•] 

Facsimile: £•1 
Attn: l•J 
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(with a copy to) 

If to a holder of a 
Litigation Trust Interest: 

-29. 

[Address] 
Telephone: [e] 
Facsimile: t•] 
Attn: [e) 

To the name and address set forth on the Trust 
Register. 

DRAFT 

All notices shall be effective and shall be deemed delivered (i) if by personal delivery, delivery 
service or courier, on the date of delivery; (ii) if by electronic mail or facsimile communication, 
on the date of receipt or confirmed transmission of the communication; and (iii) if by mail, on 
the date of receipt. Any Person from time to time may change his, her or its address, facsimile 
number, or other information for the purpose of notices to that Person by giving notice 
specifying such change to the Litigation Tmstee and the Persons who are at the time of such 
notice members of the Litigation Trust Board. 

11.6 Fiscal Y car 

The fiscal year of the Litigation Trust will begin on the first day of January and end on the last 
day of December of each calendar year. 

11.7 Construction; Usage 

(a) Interpretation. In this Agreement, unless a clear contrary intention appears: 

(i) the singular number includes the plural number and vice versa; 

(ii) reference to any Person includes such Person's successors and assigns but, 
if applicable, only if such successors and assigns al'e not prohibited by this 
Agreement, and reference to a Person in a particular capacity excludes 
such Person in any other capacity or individually; 

(iii) reference to any gender includes each other gender; 

(iv) reference to any agreement, document or instrument means such 
agreement, docwnent or instrument as amended or modified and in effect 
from time to time in accordance with the tem1s thereof; 

(v) reference to any applicable law means such applicable law as amended, 
modified, codified, replaced or reenacted, in whole or in part, and in effect 
from time to time, including rules and regulations promulgated thereunder, 
and reference to any section or o ther provision of any applicable law 
means that provision of such applicable law from time to time in effect 
and constituting the substantive tlmenchnenl, modification, codification, 
replacement or reenactment of such section or other provision; 
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(vi) "hereunder," "hereof/, "hereto," and words of similar import shall be 
deemed references to this Agreement as a whole and not to any particular 
Article, Section or other provision hereof; 

(vii) reference to Articles, Sections, Schedules or Exhibits herein shall be 
deemed to be references to the Articles, Sections, Schedules and Exhibits 
to thjs Agreement unless otherwise specified; 

(viii) "including, means including without limiting the generality of any 
description preceding such term; and 

(ix) references to documents, instruments or agreements shall be deemed to 
refer as weU to all addenda, exhibits, schedules or amendments thereto. 

(b) Legal Representation of the Parties. This Agreement was negotiated by the 
parties and beneficiaries hereto whh the benefit of legal representation and any 
rule of construction or interpretation otherwise requiring this Agreement to be 
construed or interpreted against any party hereto shall not apply to any 
construction or interpretation hereof. 

(c) Headings. The headings contained in this Agreement are for the convenience of 
reference only, shall not be deemed to be a part of this Agreement and shall not be 
referred to in cmmection with the construction or interpretation of this Agreement. 

11.8 Counterparts; Facsimile; PDF 

This Agreement may be executed in any number of counterparts, each of which shall be deemed 
an original and all of which shall constitute one and the same instmment. .kty facsimile or 
portable document format copies hereof or signature hereon shall, for all purposes, be deemed 
originals. 

11.9 Confidentiality 

The Litigation Trustee and each successor trustee and each member of the Litigation Trust Board 
and each successor member of the Litigation Trust Board (each a "Covered Person'') shall, 
duting the peliod that they serve in such capacity under this Agreement and following either the 
termination ofthis Agreement or such individual's removal, incapacity, or resignation hereunder, 
hold strictly confidential and not use for personal gain any material, non-public information of or 
pertaining to any Person to which any of the assets of the Litigation Trust relates or of which it 
has become aware in its capacity (the "Information"), including without limitation, the identity 
of any Holder of Litigation Tlust Interests and the extent of U1eir holdings thereof, except to the 
extent disclosure of any such information is required by applicable law, order, regulation or legal 
process. In the event that any Covered Person is requested or required (by oral questions, 
interrogatories, requests for information or documents, subpoena, civil investigation, demand or 
similar legal process) to disclose any Information, such Covered Person shall notify the 
Litigation Tmst Board reasonably promptly (unless prohibited by law) so that the Litigation 
Trusl Board may seek an appropriate protective order or other appropriate remedy or, in its 
discretion, waive compliance with the terms of this Section 11.9 (and if the Litigation Trust 
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Board seeks such an order, the relevant Cowred Person will provide cooperation as the 
Litigation Trust Board shall reasonably request). In the event that no such protective order or 
other remedy is obtained, or that the Litigation Trust Board waives compliance with the terms of 
this Section 11.9 and that any Covered Person is nonetheless legally compelled to disclose the 
Information, the Covered Person wiJl furnish only that portion of the Tnf01mation, which the 
Covered Person) advised by counsel, is legally required and will give the Litigation Trust Board 
written notice (unless prohibited by Jaw) of the Information to be disclosed as far in advance as 
practicable and exercise all reasonable effmts to obtajn reliable assurance that confidential 
treatment will be accorded the Information. 

11.10 E ntire Agreement 

This Agreement (including the Recitals), the Plan, and the Sanction Order constitute the entire 
agreement by and among the parties hereto and there are no representations, warranties, 
covenants or obligations except as set forth herein or therein. This Agreement, the Plan and the 
Sanction Order supersede all prior and contemporaneous agreements, tmderstandings, 
negotiations, discussions, written or oral, of the parties hereto, relating to any transaction 
contemplated hereunder. Except as othe1wise specifically provided herein, in the Plan or in the 
Sanction Order, nothing in this Agreement is intended or shall be construed to confer upon or to 
give any Entity or Person other than the parties hereto and their respective heirs, administrators, 
executors, permitted successors, or permitted assigns any right to remedies under or by reason of 
this Agreement, except that (i) the Persons identified in Article 7 hereof are intended third party 
beneficiaries of Article 7 hereof ru1d shall be entitled to enforce the provisions thereof as if they 
were parties hereto and (ii) the members (and former members) of the Litigation Trust Board are 
intended third party beneficiaries of Article 4 hereof and shall be entitled to enforce the 
provisions thereof as if they were parties hereto. 

11.11 No Bond 

Notwithstanding any state or federal law to the contrary, the Litigation Trustee (including any 
successor trustee) shall be exempt from giving any bond or other security in any jurisdiction. 

ll.l2 Effectiveness 

This Agreement shall become effective on the Effective Date. 

11.13 Successor and Assigns 

This Agreement shall inure to the beneEt of the parties hereto and the intended third party 
beneficiaries identified in Section 11.10 hereof (to the extent specified therein), and shall be 
binding upon the parties hereto, and each of their respective successors and assigns to the extent 
pennitted by this Agreement and applicable law. 

11.14 No Execution 

All ftmds in the Litigation Trust shall be deemed in custodia legis tmtil such times as the funds 
have actuaJly been paid to or for the benefit of a holder of a Litigation Tmst Interest, and no 
holder of a Litigation Trust Interest or any other Person can execute upon, garnjsh or attach the 
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assets of the Litigation Trust in any manner or compel payment from 1he Litigation Trust except 
by an order of the CCAA Court. Distributions from the Litigation Trust will be governed solely 
by the Plan and this Agreement. 

11.15 Irrevocability 

The Litigation Trust ls irrevocable, but is subject to amendment and waiver as provided for in 
this Agreement. 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS \-VHEREOF, the parties hereto have either exectJted and acknowledged this 
Agreement, or caused it to be executed and acknowledged on their behalf by their duly 
authorized officers all as of the date first above written. 

WSJ..ogal\0592S0\00007\837564~vl 

SINO-FOREST CORPORATION: 

SINO FOREST CORPORATION 
(on behalf of itself and the direct and indirect 
subsidiaries listed in Schedule A) 

By: 
Name: 
Title: 

LITIGATION TRUSTEE: 

By: 
Name: 
Title: 

(Signature 1'11ge to l.itigMion T1·ust Agreement] 
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SCHEDULE A 

Index of Defined Terms 

Term 

2013 and 2016 Note lndentl.Jrc Trustee 
20l4 and 2017 Note Indenture Trustee 
Ad Hoc Committee 
Agreement 
Cause 
CCAA 
CCAA Court 
Compruties 
Covered Person 
Effective Date 
Exchange Act 
Filing Date 
Indemnified Persons 
Indenture Tmstees 
Information 
lnterim Trustee 
Investment Company Act 
Litigation Trust Assets 
Litigation Trust Beneficiary 
Litigation Trust Board 
Litigation Trust Claims 
Litigation Trust Claims Transferors 
Litigation Trust Proceeds 
Litigation Trustee 
Plan 
Privileges 
Registrar 
SEC 
Securities Act 
SFC 
Sino-·Forest Litigation Trust 
Subsidiaries 
Transfer 
Trust lndentnre Act 
Trust Register 

Location 

lntl'Odllction 
Introduction 
Section 3 .12(£) 
Introduction 
Section 4.9(c) 
Preliminary Statement 
Preliminary Statement 
Introduction 
Section 11.9 
Section 1.2(b) 
Section 2.4 
PreHmiuary Statement 
Seotion 7.l(n) 
Introd11ction 
Section 11.9 
Section 3,5(g) 
Section 2.4 
Preliminary Statement 
Preliminary Statement 
Section4. l 
Preliminary Statement 

Preliminary Statement 
Section 3.1 
Introduction 
Preliminary Statement 

Section 1 .3(a) 
Section 2.5(a) 
Section 2.4 
Section 2.4 
Introduction 
Section l .2(a) 
Introduction 
Section 2.5(a) 
Sectjon 2.4 
Section 2.S(c) 

[SciJech1le A to Litigation Trust Agreement] 
WSLcgai\059250\00007\8J75644vl 
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EXHIBITC 

INFORMATION REGARDING NEWCO 

11-ze information concerning Newco contained herein is based upon information provided by the 
Noteholder Advisors. Although the Company has no knowledge that would indicate that any 
statements contained herein relating to Newco are untrue or incomplete, the Company and its 
directors or officers disclaim any responsibility for the accuracy or completeness of such 
information, or for any failure by the Company to disclose events or facts that may have 
occurred or which may affect the significance or accuracy of arry such information but which 
are unknown to the Company. Defined terms capitalized but not otherwise defined in this Plan 
Supplement shall have the meanings given them in the Information Statement. 

Newco will be incorporated as an exempt company under the laws of the Cayman Islands 
pursuant to the Plan. Newco will be formed and organized in a malUler acceptable to the Initial 
Consenting Noteholders and in form and substance satisfactory to SFC and the Monitor. It is 
expected that Newco will be formed shortly before the Plan Implementation Date, 

Newco Shares 

Newco will have share capital consisting of a single class of voting shares, being the Newco 
Shares. The Newco Shares issued on the Plan Implementation Date will be fully paid and non­
assessable. 

In the event that the share capital of Newco is subsequently divided into different classes of 
shares, the rights attached to any class may be varied by a shareholders' resolution passed at a 
separate meeting of the holders of shares of that class by at least 66 2/3% of the votes cast at 
such meeting. In addition, with the consent of the holders of at least 66 2/3% of the votes cast at 
a shareholders' meeting, Newco may issue equity securities having a preference over the Newco 
Shares. According to the law of the Cayman Islands, such issuances and variances of rights wiJl 
not generally give rise to dissent rights (as that term is understood under Canadian law). 

Newco is not, and will not be following the Plan lmplementation Date, a reporting issuer (or 
equivalent) in any jurisdiction and the Newco Shares will not be listed on any stock exchange or 
quotation service on the Plan Implementation Date. 

Dividends 

Subject to preferences for the receipt of dividends that may be accorded to holders of any other 
classes of shares ofNewco ranking senior to the Newco Shares that may be authorized from time 
to time holders ofNewco Shares are entitled to receive, it: as and when declared by the board of 
directors ofNewco, such dividends as may be declared thereon by the board from time to time in 
equal amounts per share on the Newco Shares at the time outstanding, without preference or 
priority. 

Shareholder Meetings 

Newco will hold its first rumual general meeting of shareholders not earlier than 12 months 
following the Plan Implementation Date, with subsequent arulUal general meetings to be held 
annually thereafter. At any time after the expiry of the first 12-month period following the Plan 
Implementation Date, an extraordinary general meeting may be requisitioned by Newco 
shareholders holding 10% or more of the issued and outstanding Newco Shares. 
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Quorum for any rumual or extraordinary general meeting of shareholders shall be two or more 
persons present in person and representing in person or by proxy in excess of 33 1/3% of the 
issued and outstanding shares entitled to vote at a general meeting. 

Board of Directors 

The board of directors of Newco will initially consist of up to five directors, who will be 
satisfactory to the Initial Consenting Noteholdcrs, and may be expanded to include up to ten 
directors. Although Cayman Jaw and Newco's articles of association permit corporations to 
serve as directors, all of the directors on the Newco board as of the Plan Implementation Date 
will be individuals. A director is entitled to appoint an alternate or a proxy to attend board 
meetings (in person or by telephone) in the director's absence. 

Commencing with the first annual general meeting of Newco shareholders foJlowing the Plan 
Implementation Date, any shareholder that (i) was an Initial Consenting Noteholder and (ii) owns 
(individually or together with its affiliates) shares representing 10.0% or more of the shares then 
issued and outstanding that carry the right to vote at general meetings (excluding for the 
purposes of such calculation any shares held at such time by SFC Escrow Co.) (a "10% 
Position~') and has either (A) owned (beneficially or as a registered shareholder) such 10% 
Position continuously since the Plan Implementation Date, or (B) acquired such 10% Position 
from a prior 10%+ Shareholder (each a "10%+ Shareholder") shall be entitled to appoint one 
director to the board. The remaining directors shall be elected by the Newco shareholders as a 
group. A Newco shareholder must be the registered owner of its 10% Position in order to 
exercise any rights it may have as a 10%+ Shareholder. 

A 10%+ Shareholder's board appointment right shall be transferable only in connection with its 
sale of a 10% Position to another person. No person that acquires a 1 0% Position after the Plan 
Implementation Date, other than in connection with I:IIl acquisition of a 1 0% Position from a 
J 0%+ Shareholder, shall be entitled to appoint a director to the Newco board. In the event a 
1 0%+ Shareholder ceases to own a 1 0%+ Position, the director appointed by it shall resign and 
such 1 0%+ Shareholder will lose its right to appoint a director to the Newco board. 

Directors (other than any director appointed by a 1 0%+ Shareholder) will be elected by 
shareholders on an annual basis at the Newco annual general meeting. Any director appointed 
by a 1 0%+ Shareholder may only be removed by that 1 0%+ Shareholder and a 1 0%+ 
Shareholder shall be entitled to appoint another director in his place. 

Prior to the first annual general meeting, a director may only be removed with the support of 
shareholders holding at least 66-2/3% of the votes cast at the meeting. On or following the first 
arumal general meeting, a director (other than a director appointed by a 10%+ Shareholder) may 
be removed with the support of shareholders holding more than 50% of the votes cast at the 
meeting. 

Information Rights 

Newco will deliver to each shareholder: (a) copies ofNewco's annual financial statements within 
180 days of each fiscal year end; and (b) copies ofNewco's semi~annual financial statements 
within 90 days of the end of each financial half.-year. The board of directors ofNewco will have 
the discretion whether or not to obtain an audit of the rumual financial statements. Upon 
reasonable request, Newco will also deliver to any shareholder, at the cost and expense of such 
shareholder, such tax-related information, reports and statements relating to Newco and its 
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subsidiaries as are reasonably necessary for the filing of any tax return or the making or 
implementing of any election related to taxes. 

Pre-emptive Rights 

lfNewco wishes to issue equity securities (or any securities convetiible into or exchangeable for 
equity securities ofNcwco, including convertible debt) other than (a) pursuant to an initial public 
offering, (b) equity incentive awards to directors, officers or employees ofNewco, which awards 
represent in tl1e aggregate less than 10% of the outstanding Newco Shares (or such higher limit 
as may be approved by shareholders), or (c) in respect of share splits, share dividends or similar 
capital reorganizations, it shall offer such securities to each shareholder pro rata in proportion to 
the number of Newco Shares held by such shareholder at the time of the offer prior to selling 
such securities to non-shareholders. 

Redemption 

Newco may redeem Newco Shares in accordance with applicable Cayman law, provided that 
such shares are redeemed on a pro rata basis. 

Drag-Along Rigftts 

In the event holders of at least 66-2/3% of the outstanding Newco Shares wish to sell all of their 
Newco Shares to a third party, they will have the right to force the other shareholders to sell all 
of their Newco Shares on the same terms, thereby enabling a sale of the entire company. 

Sltareltolder App1•oval Rigltts 

In addition to certain other matters requhing approval by special resolution under applicable 
Cayman law (including amendment of Newco's memorandum or articles of association and a 
voluntary winding-up of Newoo), other tl1a11 as specified in the Plan Newco may not undertake 
any of the following fundamental actions without the prior approval of shareholders holding at 
least 66-2/3% of the Newco Shares present and voting at the meeting: 

• any reorganization, recapitalization, amalgamation, merger or consolidation of or 
i11volving Newco; 

• issuance of (i) any equity securities having a preference over the Newco Shares, or (ii) 
equity incentive awards to directors, officers or employees, which awards represent in the 
aggregate in excess of 10% of the outstanding Newco Shares; 

• the sale of aJI or substantially all ofNewco's assets (on a consolidated basis); 

• any material change in the nature ofNewco's business; 

• affiliated or related party transactions (other than transactions between Newco and its 
wholly-owned subsidiaries); and 

• a vo]untary liquidation, dissolution or winding up of Newco or any of its material 
Subsidiaries (other than in connection whh an internal restructuring). 
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Management 

The ad hoc committee of Noteholders, together with its advisors, is reviewing potential 
candidates for appointment to the Newco board of directors and to serve as senior management 
of Newco. It is intended that the directors and senior management ofNewco will be appointed 
on or prior to the Plan Implementation Date. 

Newco II 

Prior to the Plan Implementation Date, it is intended that Newco will organize a wholly-owned 
subsidiary as an exempt company 1.mde1' the laws of the Cayman Islands C'Newco II,) for the 
purpose of acquiring from Newco the SFC Assets to be transferred by SFC to Newco on 
implementation of the Plan. As the SFC Assets consist primarily of the shares of the six Direct 
Subsidiaries of SFC (which are incorporated in multiple different jurisdictions), holding the SFC 
Assets tlu·ough a single, wholly-owned subsidiary of Newco is intended to facilitate the 
resolution of any tax, jurisdictional or other issues that may arise out of a subsequent sale of all 
or substantially all of Newco's assets. It is intended that the memorandum and articles of 
association ofNewco II will be in a form customary for a wholly-owned subsidiary and that the 
initial board of directors of Newco II will consist of the same individuals appointed as the 
directors ofNewco on or prior to the Plan Implementation Date, 

NcwcoNamcs 

Newco will be named Evergreen China Holdings Ltd. and Newco II will be named Evergreen 
China Holdings U Ltd. 
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EXHIBITD 

DESCRIPTION OF NEWCO NOTES 

For purposes of this "Description of the Notos," the term "Company," "we" and "om·" refers to Evergreen 
China Holdings Ltd., nnd any successor obligor on tho Notes, and not to any of its Subsidiaries. Each Subsidiary of 
the Company which Guarantees the Notes is referred to as a "Subsidiary Guarantor.," and each such Guarantee is 
l'eferred tons a "Subsidiary Guarantee." 

The Notes arc to be issued under 1111 Indenture, to be dated as of the Original Issue Date, among the 
Company, the Subsidiary Guarantors, as guaranto1·s, Computershare Trust Company, N.A., as trustee (the "Trustee") 
and Compute1~hare Trust Company, N.A., as collateral trustee (the "Security Trustee"). 

The following is a summary of certain material provisions of the Indenture, the Notes and the Subsidiruy 
Guarantees. 'Til is summary does not purport to be complete and is qualified in its entirety by reference to all of the 
provisions of the Indenture, the Notes and the Subsidiary Guarantees. It does not restate those agreements in their 
entirety. Whenever particular sections or defined terms of the Indenture not otherwise defmed herein are referred to, 
such sections or defined terms are incorporated herein by refenmce. Copies of the indenture will be available on or 
after the Original Issue Date at the corporate trust office of the Trustee in Colorado and on tile website maintained 
by the Monitor at the following web address: http://cfcanada.fticonsulting.com/sfc. 

Brief Description of the Notes 

General 

The Notes arc limited in aggregate principal amolmt to US$300 million. After the Original Issue Date. the 
Company may at any time and from time to time issue (a) Additional Notes under the Indentllre in one or more 
series that share Liens on the Collateral on a pari-passu basis with the Notes (and without regard to any restrictions 
or limitations set fortll under the covemmts entitled "Limitation on Indebtedness and Disqualified or Preferred 
Stock" and "Limitation on Liens"), provided that the aggregate principaJ amount of the Notes and Additional Notes 
outstanding at any time may not exceed $400 million; (b) ln connection with the payment ofPIK lnte1·est (ns defined 
below) (and without regurd to any restrictions or limitations set forth under the covelltlnts entitled "Limi tation on 
Indebtedness and Disqualified or Preferred Stock" and "Limitation on Liens"), increase the outstru1ding principal 
amount of the Notes or issue additional notes (the "Pll( Notes") under the Indenture on the same tenns and 
conditions as the Notes issued on the Original Issue Date. The Notes, any Addi1ional Notes and any PIK Notes 
subsequently Issued under the Indenture will be treated as a single series for all purposes under the Indenture; and 
(c) Permitted Priority Secured Indebtedness that is :;ecured by Liens on U1e Collateral1-anking senior in priority to 
the Liens granted to secure payment of the Notes, Additional Notes and PJK Notes (and without regard to any 
restrictions or limitations set forth under the covenants entitled "I .imitation on Indebtedness and Disqualified or 
Preferred Stock" and "Limitation on Liens"), provided that the aggregate principal amount of such Pennitted Priority 
Secured Indebtedness outstanding at any time may not exceed the Permitted Priority Secured Indebtedness Cap. 
Unless the context requires otherwise, references to ~Notesh for all purposes of the Indenture and this "Descrjption 
of the Notes" Include any Additional Notes and any PIK Notes that aru actually issued. 

The Notes are: 

• general obligations of the Company; 

• guaranteed by the Subsidimy G11arantors 011 a senior basis, subject to the limi tations described 
below under the caption ''- 11Je Subsidiary Guarfmtecs, 

• senior in right of payment to any existing and fhtmc obligations of the Company expressly 
subordinated in right ofp<lyment to the Noles; 
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• at least pari passu in right of payment with all other unsecured, unsubordinated Indebtedness of 
the Company (subject to any priority rights of such unsubordinated Indebtedness pursuant to 
applicable law); and 

• eiTectively subordinated to all existing and future obligations of the Non-Guarantor Subsidiaries. 

In additJon, the Notes will be secured by pledges, mortgages and/or charges of the Col1ateral11s described 
below under tha caption "-Security" and will: 

• effectively rank, with respect and to the extent of the value of the Collateral, subject to Permitted 
Liens, pwi passu with any Additional Notes issued in compliance with the Indenture; 

• effectively rank, with respect and to the extent of the value of tho Collateral, junior to all future 
obligations of the Company in respect of any Permitted Priority Secured Indebtedness that are 
secured on a first priority basis by the Collateral; and 

• nmk effectively senior in right of payment to unsecured obligations of the Company with respect 
to the value of the Collateral pledged, mortgaged or charged by the Company securing the Notes 
(subject to any priority rights of such unsecured obligations pursuant to applicable law). 

Maturity und Interest 

The Notes will mature 7 years from the Original Issue Date, unless enrlier redeemed pm'SUant to the terms 
thereof and the Indenture, The Indenture allows additional Notes to be issued from time to time (the "Additional 
Notes"), subject to certain limitations desmi.bcd under "- Further Issues.'' Unless the context requires otherwise, 
references to the "Notes" for all purposes of the Indenture and this "Description of Notes" include any Additional 
Notes and PIK Notes that are actually issued. 

Interest on the Notes will be payable in cash or, at the Company's election (a "Pll( Electlon") from time to 
time, partially in cash and partially in payment in kind note.s, or entirely in PIK Notes ("PIK Notes"). In aU cases, 
interest shall be payable on a semi-annual basis in an·ears on the last day of the month which is the sixth month 
following the Original Issue Date and the twelfth month following the Original Issue Date of each year (each an 
"Interest Payment Date"), commencing on the last day of the mo11th which is the sixth month following the Original 
Issue Date, to holders of record ofthe Notes at the close of business on the immediately preceding fifteenth day of 
such sixth or twelfth month, respectively (each, a "Record Date") notwithstanding any transfer, exchange or 
canceHation thereof after a Record Date and pt•ior to the bnmediately following Interest Payment Date. 

Interest on the Notes will accrue from the later ofthe Original Issue Date or the most recent date to which 
interest has been paid, ns applicable. Interest on the Notes wi II be calculated on the basis of a 360-day year 
comprised oftwelve 30-day months. 

Inter-est wm accrue at a rate of 6% per annum if the interest for such interest period is p!iid fully in cash. In 
the event that the Comprmy makes a PlK Election iJ1 accordance with the Indenture, the cash interest portion (if any) 
of interest payoble will accrue and be paid for sucb interest period at a rate of 6% per annum and the interest paid -in­
kind portion ("PIK Interest") of interest paid through the issuance of PJ.K Notes will accrue for such interest period 
at a rate of 8% per annum. The Company must elect the form of interest payment with respect to oach interest 
period by delivering a written notice to the Trustee on or prior to the Record Date in respect of the relevant Interest 
Payment Date. In the absence of such an election for ony interest period, interest on the Notes sha!J be payable 
according to tho election for the previous interest period. 

From and after the occul'rencc of an Event of Dcfitult, overdue pl'incipal and interest on the Notes will bear interest 
payAble in cash at the rate of an additional 2% per annum 
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In any case i11 which the date of the payment of principal of or interest 011 the Notes shall not be a Business 
Day in the relevant place of payment, th~:n payment of principal or interest n~d not be made in such place on such 
date but may be made on the next succeeding Business Day in Stich place. 

Any payment made on such Business Day shall have the same force and effect as if made on the date on 
which such payment is due, and no interest on the Notes shaiJ accrue for the period after such date. 

The Notes will be issued only in fully registered form, without coupons, in minimum denominations of 
US$2,000 of principal amount and integral multiples of.US$1,000 in excess thereof. No service charge will be made 
for any registration of transfer or exchange of Notes, but the CompWly or the Trust~;:~: may require payment of a sum 
sufficient to cover any transfer tax or other similar goverrunentaJ charge payable in connection therewith. 

All payments on the Notes will be made in U.S. dolll!rs by the Company at the office or agency of the 
Company maintained for thnt purpose (which initially will be the corporate trust administrntlon office of the 
Trustee, currently located at 350 lndiana Street, Suite 750, Golden, CO 80401), and the Notes may be presented for 
registration of transfer or exchange at sucJ1 office or agency; provided that, at Ule option of the Company, payment 
of interost may be made by check mailed to the address of the Holders as such address appears in tbe Note register. 
Interest payable on the Notes held through DTC will be available to DTC participants (as defmed herein) in 
accordance with DTC's applicable procedures. 

The Subsidiary Guarnntees 

The Subsidiary Guarantee of each Subsidiary Guarantor: 

• is a general obligation of such Subsidiary Guarantor; 

• is senior jn right of payment to all future obligations of such Subsidiary Guarantor expressly 
subordinated in right of payment to such Subsidiary G11arantee; and 

• ranks at least pari passu with all other unsecured, unsubordinated Indebtedness of such Subsidiary 
Guarantor (subject to priority rights of such unsubOJ:dinated Indebtedness pursuant to applicable Jaw). 

In addition, subject to the limitations described therejn, the Subsidiary Guarantee of each Stlbsidlary 
Guarantor Pledgor (as defined below) will: 

• effectively rank, with respect and to the extent of the value of the Collateral owned by such Subsidiary 
Guarantor Pledgor, subject to Pennltted Liens, pari passu with any future Additlonal Notes issued in 
compliance with the Indenture; 

• effectively rank, with respect and to the extent of the value oftbe Collateral owned by such Subsidiary 
Guarantor Pledgor, junior to all f\1tttre Permitted .Priority Sec\1red lndebtedness of such Subsidiary 
Guarantor Pledgor that is secured by Liens on the Collateral owned by such Subsidiary Guarantor 
Pledgor in favo\lr of the holders ef the Permitted Priority Secured Indebtedness; and 

• will rank effectively senior in right of payment to the unsecured obligations of such Subsidiary 
Guarantor Pledgor with respect to the value of the Collateral securing such Subsidiary Guarantee 
(subject to priority rights of such unsecured obligations pursuant to applicable law). 

UJ)der the Indenture, each of the Subsidiary Guarantors will jointly and severally Guarantee the due and 
punctual payment of the principal of, premium, if any, and interest on, and all other amounts payable \mdcr, the 
Notes, the Indenture and tbe Security Documents. The Subsidiary Guarantors have (I) ugrecd that their obligations 
under the Subsidiary Guarantee.c; will be enforceable irrespective of any invalidity, irregularity or unenforceability of 
the Notes or the Indenture and (2) waived their right to require the Tru~tcc to pursue or exhaust its legal or equitable 
n:medies against the Company prior to exe1·cising its rights under the Subsidiary Guarantees. Moreover, if at any 
time any ammmt paid under a Note is rescinded or must otherwise be restored, the rights of the Holders under the 
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Subsidiary Guarantees will be reinstated with respect to such p11ymcnts as though such payment had not been made. 
All payments under the Subsidiary Guarantees will be made in U.S. dollars. 

The Initial Subsidiary Guanmtors that will execute the Indenture on the Original lssue Date will be Sino­
Capital Global Inc., Sino-Panel Holdings Limited (DVl), Sino-Global Holdings Inc. (BVI), Sino-Wood Partners, 
Limited (HK), Grandeur Winway Ltd. (BVI), Sioowin Investments Ltd. (DVI), Sinowood Limited (Cayman 
lslands), Sino-Forest Bio-Science Limited (formerly known as: Sjno-Two Limited) (DVT), ShJo-Forest Resources 
Inc. (BVI), Sino-Plantation Limitecl {HI<), Suri-Wood Inc. (BV1), Sino-Forest Iuvcslments Limited (BVI), Sino­
Wood (Guungxi) Limited (I:ll{), Sino-Wood (Jiang;xi) Limited (HK), Sino-Wood (Guangdong) Limited (HK), Sino­
Wood (Fujian) Limited (HK), Sino-Panel (Asia) Inc. (DVf), Sino-Panel (Guangxi) Limited (BVl), Sino-Panel 
(Yunnan) Limited (BVJ), Sino-Panel (North East Chinn) Limited (BVl), Sino-I>anel (Xiangxl) Limited (formerly 
known as: Rich Base Worldwide Limited) (BVI), Sino-Panel (H11nao) Limited (formerly known as Comtech 
Universal Limited) (BVI), SFR (China) Inc. (BVI), Sino-Panel (Suzhou) Limited (formerly known as: Pacific 
Harvest Holdings Limited) (BVI), Sino-Panel (Gaoyao) Ltd. (BVl), Sino-Panel (Gllangzhou) Limited (BVI), Sino­
Panel (Norlh Sea) Limited (BVI), Sino-Panel (Guizhou) Limited (BVI), Sino-Panel (H.uaihuu) Limited (BVI), Sino­
Panel (Qinzhou) Limited (formerly known as Sino-Panel (Jiayu) Ltd.) (BVI), Sino-Panel (Yongzhou) Limited 
(BV1), Sino-Panel (Pujian) Limited (BVI), Sino-Panel (Shaoyang) Limited (BVI), Amplemax Worldwide Limited 
(JWI), Ace Supreme lnternaUonal Limited (BVl), Express Point Holdings Limited (DVJ), Glory Billion 
International Limited (BVI), Smart Suro 'Enterprises Limited (BVI), Expert Bonus Investment Limited (BVI), 
Dynamic Protit Holding Limited (BVI), Alliance Max Limited (BVI), Brain Force Limited (BVI), General Excel 
Limited (BV1), Poly Market Limited (BVI), Prime Kinetic Limited (BVI), Trillion Edge Limited (BVl), Sino-Panel 
(China) Nursery Limited (BVI), Sino-Wood Trading Limited (BVI), Homix Limited (BVI), Sino-Panel Trading 
Limited (BVt), Sino-Panel (Russia) Limited (BVJ), Sino-Forest fnternatlonal (Barbados) Corporation (Barbados), 
Sino-Global Management Consulting Inc. (BVT), Value Quest International Limited (BVl), Well Keen Worldwide 
Limited (BVI), Harvest Wonder Worldwide Limited (DVT), Cheer Gold Worldwide Limited (BVI), Regal Win 
Capital Limited (BVJ), Rich Choice Worldwide Limited (BVI), Mandra Forestry Holdings Limited (BVI), Mandt·a 
Forestry Finance Limited (BVI), Mandt-a Forestry Anhui Limited (BVl), Mandra Forestry Hubei Limited (HK) and 
Elite Legacy Limited. 

Not nil of the Company's Restricted Subsidiaries wiU guarantee the Notes. None of the Company's over 40 
significant current operating or other PRC Subsidiaries, or our Initial Unrcstticted Subsidiaries (as deftned herein), 
will provide a Subsidiary Guarantee. Each of the Company's Subsidiaries that docs not guarantee the Notes is 
refen·ecl to as a "Non-Gullrantor Subsidiary." In add ilion, no future Subsidiaries of the Company that may be 
organized under tl1e laws of the PRC or another jm·isdiction that prohibits such Subsidiary from guaranteeing the 
payment of the Notes will provide a Subsidiary Guarantee, such Subsidiaries referred to herein as ''Foreign 
Subsidiaries." In lhe event of a bankruptcy, liquidation or reorganization of any Non-Guarantor Subsidiary, the Non· 
Guarantor Subsidiary will pay the holders of its debt and its trade creditors before it will be able to distribut() any of 
its assets to the Company or a subsidiary of Lhe Company, as the case may be. The Subsidiary Guarantors are 
primarily either holding companies that operate through s11bsidiaries or entities that directly hold property and assets 
and/or engage in business operations and generate income. Althougl1 under the accounting standards Applicable to tlS 

and out Subsidiaries, such Subsidiary Guarantors recognize a significant p01tion of out· income and hold a 
significant po11ion of our assets on a consolidated basis, most of such property and assets are physicaJiy located, and 
most of such income is earned and held, in the PRC nnd denominated in Rcnminbi. As a result, even though such 
Subsidiary Guarantors have agreed to guarantee the obligations of the Company under tl1e Notes, their assets and 
cash are unlikely to be available to service our obligations under the Notes due to PRC foreign currency exchange 
controls or uncertainties fn the PRC legal system and/or payments from them may be delayed or subject to PRC tax 
regimes. 

In addition, our Subsidiaries that do not guarantee the Notes hold significant amounts of our assets and/or 
generate a significant pottion of our income and the portion of assets held or income generated by Subsidiary 
Guarantors may decrease in the future. We are a holding company and p~yments with respect to the Notes are 
structurally subordinated to liabilities, contingent liabllitles and obligations of ce11ain of our Subsidiaries. 

The Company will cause each of its futme Restricted Subsidiaries (other than Subsidiaries organized under 
the laws of the PRC or Foreign Subsidiaries), immediately upon becoming a Restricted Subsidiary, to execute and 
deliver to the Trustee a supplemental indenture pursuant to which such Restricted Subsidiory will become a 
Subsidiary Guarantor and will Guarantee the payment of the Noles. 
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Under the Indenture, and any supplemental indenture thereto, as applicable, each Subsidia1y Guarantee wlll 
be limited in an am01mt not to exceed the maximum amount that can be guaranteed by the applicable Subsidiary 
Guarantor without rendering the Subsidiary Guarantee, as it relates to such Subsidiary Guarantor, voidable under 
applicable Jaw relating to insolvency, fraudulent conveyance or fraudulent transfer or similar laws affecting the 
rights of creditors generally or the ability of related parties to provide guarantees. If a Subsidiary Guarantee were to 
be rendered void or voidable, it could be rendered ineffective or subordinated by a court to all other indebtedness 
(including gua•·antees and other contingent liabilities) of the applicable Subsidiary Guarantor, aud, depending on the 
amount of such indebtedness, a Subsidiary Guarantor's liability on its Subsidiary Guarantee could be reduced to 
zero, 

Release of the Snbsidlary Guarantees 

A Subsidiary Guarantee given by a Subsjdimy Guarantor may be released in certain circumstances, 
including: 

• upon repayment in full of the Notes; 

• upon a defeasance as described under "-Defeasance;" 

• upon the designation by the Company of a Subsidiary Guarantor as an Unrestricted Subsidiary in 
compliance with terms of the Indenture; or 

• upon the sale of a Subsidiary Guarantor in compliance with tlle terms of the Indenture (including the 
covenants under the captions "Certain Covenants-Limitation on Sales and Issuances of Capital Stock 
in Restricted Subsidiaries,~ "Certain Covenants-Limitation on Asset Sales" and "Consolidation, 
Merger and Sale of Assets") resulting in such Subsidiary Guarantor no longer being a Restricted 
Subsidiary, so long as (1) such Subsidiary Guarantor is simultanem1sly released from its obligations in 
respect of any of the Company's other Indebtedness or any Indebtedness of any other Restricted 
Subsidiary and (2) the proceeds from such sale or disposition are used for the purposes permitted or 
required by the Indenture. 

Limitations on Subsidiary Guarantees and Enforcement of Sccul'lty 

The obligations of each Subsidiary Guarantor under its respective Subsidiary Guarantee and the 
t:nforceability of the Collateral granted in respect of Sllch Subsidiary Guarantees of the Subsidiary Guarantor 
Pledgors may be limited, or possibly invalid, under applicable Jaws. Certain of the Subsidiary Guarantors have 
significant loans or other obligations due to other subsidiaries within the Sino-Forest group. The guarantee by a 
Subsidiary Guarantor may be voided or subject to review under applicable insolvency or fraudulent lrausfer Jaws, or 
subject to a lawsuit by or on behalf of creditors of such Subsidiary Guarantor. ln addition, the Subsidia1y 
Guarantees may be challenged under applicable insolvency or fraudulent transfer laws, which could impair tlte 
enforceability of the Subsidiary Guarantees. 

Unrestricted Subsidiaries 

As of the date of the Indenture, all of the Company's Subsidiaries (except Greenheart Group Limited and its 
Subsidiaries (the "Initial Unrestricted Subsidiaries")) will be "Restricted Subsidiaries." Additionally, under the 
circumst!lllces described below under the caption "-Certain Covenants-Designation of Restricted and 
Unrestricted Subsidia1ies," the Company will be permitted to designate certain of its other Subsidiaries as 
"Uru·estrlcted Subsidiaries." The Company's Unrestricted Subsidiaries (including the Initial Unrest.ric1ed 
Subsidiaries) will not be subject to many of the restrictive covenants in the Indenture. The Company's Unrestricted 
Subsidiat·ies (including the Initial Unrestricted Subsidiaries) will not (}uarantee the Notes. 
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Security 

Subject to the arrangements described under the caption "- lntcrcreditor Agreement- " below, Company 
bas agreed, for the benefit of the Holders of the Notes, to pledge, mortgage or charge, or cause the initial Subsidiary 
Guarantor Pledgors to pledge, mortgage or charge, as the case may be, a 11 property and assets of tbe CompAny and 
the inJtial Subsidiary GlWl•antors (Including the Capital Stock of lhe initial Subsidim·y Guarantors) (the "Collateral") 
on a first priority basis (subject to Pct·mitted Liens) on lhe Original Issue Date in ordet· to secure the obligations of 
Ule Company under the Notes ond the Indenture and of such initial Subsidiary Guarantor Pledgers under their 
respective Subsidiary Guarantees. 

The initial Subsidiary Guarantor Pledgers will be Sino-Forest InvesUnents Limited (DVI), Sino-Capital 
Global Inc. (BVl), Mandra Forestry Holdings Limited (B VI), Mandra Forestry Finance Limited (BVT), Mandra 
Forestry Anbu.i Limited (BVI), Sino-GJobaJ Holdings Inc. {BVI), Sino-Wood Partners, Limited (I:-IK), Sinowood 
Limited (Cayman Islands), Sino-Plantation Limited (HK.), Suri-Wood Inc. (.BVI), Sino-Panel (Asia) Inc. (BVI), 
Sino-Panel Holdings Limited (DVJ), Dynamic Profit Holdings Limited (BVI) and Sino-Forest International 
(Barbados) Corporation (Barbados). 

The Company has also agreed, for the benefit of the Holders of the Notes, to pledge, mortgage or charge, or 
cause each Subsidiary Guarantor to pledge, mortgage or charge, aU property and assets (including the Capital Stock 
owned by the Compa11y or such Subsidiary Guarantor) of any Person that Is a Restricted Subsidiary or becomes a 
Restricted Subsidiary (other than Persons organized under the laws of the PRC or any other jurisdiction that 
prohibits such property and assets of such Restricted Subsidiaries .from being pledged, mortgaged or oharged, to 
secure the ob.llgations of the Company or such Subsidiary Guarantor) after .the Original Jssuc Date, promptly upon 
such Person becoming a Restrioted Subsidiary, to secure the obligations of the Company under the Notes and the 
Indenture, and of Sl1Cll Subsidiary Guarantor under its Subsidiary Guarantee, in the manner described above. 

The value of the Collateral securing the Notes and the Subsidiary Guarantees of the Subsidiary Guarantor 
Pledgors may not be sufficient to satisfY the Company's and each of the Subsidiary Guarantor Pledgors' obligations 
under the Notes, and the Subsidiary Guarantees of the Subsidiary GuBrentor Pledgors, and the Collnteral securing 
the Notes and such Subsidiary Guarantees may be reduced or diluted under certain circumstances, including the 
enforcement of the priority Liens granted over the CoHateral as security for the payment of any Permitted Priority 
Secured Indebtedness and any Permitted Priority Subsidiary Guarantees, the issuance of Additional Notes and the 
disposition of assets comprising the Collateral, subject to the terms of the Indenture. 

No appraisals of the Collateral have been prepa1-ed in connection with this offering of tho Notes. There can 
be no assurance that the proceeds of 1my sale of the Collateral, in whole or in part, pursuatlt to the Indenture and the 
Security Documents following an Event of Default, would be sufficient to satisfy amounts due on the Notes or the 
Subsidiary Guarantees of the Subsidiary Guarantor Pledgors. By its nature, some or all of the Collateral will be 
llliquid and may hnve no readily ascertainable market value. Accordingly, there can be no assurance that the 
Olllateral would be sold in a timely manner or at all. 

So long as no Default has occtmed and is continuing, and subject to the terms of the Security Documents, 
the Company and the Subsidiruy Guarantol' Pledgers, as the case may be, will be entitled to exercise any and all 
voting rights and to receive and retain nny and all cash dividends, stock dividends, liquidating dividends, non-cash 
dividends, shares ot• stock resulting fi·om stock splits or reclassifications, rights issues, warrants, options and other 
distributions (whether similar or dissimilar to the foregoing) in respect of Capital Stock con::~tituting Collateral. 

Permitted Priority Secured Indebtedness 

The Company and each Subsidiary Gu~rnntor· Pledgor may create Liens on the Collateral ranking senior to 
Ule Lien for the benefit of the Holders to secure Permitted Priority Secured lndebtedness of the Company and any 
Permitted Priority Subsidiary Guarantee of a Subsidiary Guarantor Pledgor; pravided that (i) the principa I amount of 
such Permitted Priority Secured lnuebtedness may not exceed the amount of the Permitted Priorily Secured 
Indebtedness Cap, (ii) the holders of such Indebtedness (or their representative) become party to an Intcrcreditor 
Agreement, as referred to below, (iii) the jnstrument or agreement creating such Indebtedness contains provisions 
with respect to relcoses of Collateral and such Permitted Priority Subsidiary Guarantee substunti ally similar to and 
no mot-e restrictive on the Company and such Subsidiary Guarantor Pledgor than the provisions of the Indenture and 
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the Security Documents and (iv) the Company and such Snbsidiary Guarnutor Pledgor deliver to the Security 
Trustee an Opinion of Counsel with respect to corporate and collateral matters in ~onnection with the Security 
Documents, in form and substance as set fot'th in the Security Documents. Th8 Trustee and the Security Trustee will 
be permitted and authorized, without the consent of any Holder, to enter into any amendments to the Security 
Documents or the Indenture and take any other action necessary to permit tho creation and registration of Liens on 
the ColJat.cral to secure Permitted Priority Secured Indebtedness in accordance with this paragraph (including, 
without limitation, the appointment of any collateral agent or trustee under the I11tercreditor Agreement referred to 
below to hold the Collateral on behalf of the Holders and the holders ofPcrmitted Priority Secured Indebtedness). 

Except for certain Permitted Liens and the Permitted Priority Secured Indebtedness, tbe Company and its 
Restricted Subsidiaries will not be permitted to issue or lncur any other Indebtedness secured by aU or any portion of 
the Collateral without the consent of each Holder of the Notes then outstanding. 

Intercreditor Agreement 

As of the Original Issue Date, the Collateral will be pledged, m01tgaged or chat•ged, to secure the 
obligations of the Company and the Subsidiary Guarantors under the Notes and the Sub.'!idil\l)' Guarantees, pursuant 
to the terms of the Security Doculllents. After the Original lssue Date, to the extent that the Company iss\Jes 
Permitted Priority Secured Indebtedness in accordance with the terms of the Indenture, the holders of such Parmitted 
Priority Secured Indebtedness (or the agent, trustee or representative thereof) (the "Permitted Priority Trustee") will 
be required to enter into an intorcreditor agreement (the "lntcrcreditor Agreement") with the Trustee and the Security 
Trustee, and acknowledged by the Company, providing, among other things, (1) that the Liens in and to the 
Collateral securing the Notes shall rank second only to the Liens in and to the Collateral securing the Permitted 
Priority Sec11red Indebtedness in favour of the Permitted Priority Trustee, all to the extent and in the manner set 
foJih in such Intercreditor Agreement and containing the additional terms set forth in the Indenture (the "Pre-Agreed 
lntercreditor Terms") (2) for the conditions under which the parties thereto will consent to the release of or granting 
of any Lieu on such Collateral; and (3) for the conditions under which tl1e parties thereto will enforce their rights 
with respect to such Collateral and the Indebtedness secured thereby. The Collateral securing the obligations of the 
Company and the Subsidiary Guarantors in favour of the Holders of any Permitted Priority Secured Indebtedness 
shall in no event be comprised of any collateral in addition to the Collateral securing the obligations of the Company 
and the Subsidiary Guarantors in respect of the Notes unless such additional collateral is also granted to the Trustee 
and the Security Trustee for the benefit of the Holders. 

Each Holder of Notes shall be bound by the provisions of the Indenture and any intercreditor agreement 
entered into by the Trustee which contains terms and conditions substantially the same as the Pre-Agreed 
Jntercrcditor Terms, and the Trostee and the Security Trllstce shall be authorized and directed pul'suant to the terms 
of the Indenture to enter into any such lntercredltor Agreement with the Permitted Priority Trustee for the holders of 
any such Permitted Priority Secured Indebtedness. 

The Inte.rcreditor Agreement will also provide that when the properly and <1ssets (including the Capital 
Stock) of any Pel'son that is or becomes a Restricted Subsidiary (other than Persons organized under the Jaws of the 
PRC or any other jurisdiction that prohibits such Restricted Subsidiaries from guaranteeing the payment of the 
Notes) is delivered as security as described in the third paragraph of "-security" above, such property and nssets 
(including the Capital Stock) would also be deemed to be Collateral, and subject to the sharing of interest in such 
security, under the tenns of the InteFcrcditor Ag1·ecmont. 

Enforcement of Security 

The Liens securing the Notes and the Subsidiary Guarantees of the Subsidiary Guarantor Pledgors wlJI be 
granted to the Security Tntstee. Tbc Security Trustee will hold such Liens and security interests in tile Collateral 
granted pursuant to the Security Documents with sole authority as directed by the Secured Parties (or their 
respective representatives) to exercise remedies under the Security Documents. The Security Trustee will agree to 
act AS secured party on behalf of the Secured Parties (or their respective representatives) under the applicable 
Security Documents, to follow the instructions provided to it by the Secured Parties (or their respective 
representatives) under the Indenture and to carry out certain other duties. The Trustee will give instructions to the 
Security Trustee in accordance with instn1ctions it receives fi·om the Holders under the lndenture. 
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The Indenture and/or the Security Documents wlll principally provide that, at any time while tlle Notes are 
outstanding, the Secm·ity Trustee will have the exclusive right to manage, pc1form and enforce the terms of the 
Security Documents relating to the Collateral and to exercise and enforce all privileges, rights and 1·emcdics 
thereunder according to its direction, including to take or retake control or possession of such Collateral and to hold, 
prepare for sale, process, lease, dispose of or Hquidate such Collateral, including, without limitation, following the. 
occurrence of a Default under t11e Indenture. 

AIJ payments received and all amounts held by tbe Security Trustee in respect of t11e Collateral under the 
Security Documents will be applied, subject to the tenns of any Intercreditor Agreement, as follows: 

first, to the Security Trustee to the extent necessary to reimburse the Sec11rity Trustee for any expenses 
incutred in connection with the collection or distribution of such amounts held or realized or in comlectlon with 
expenses Incurred in enforcing its remedies under the Security Documents and preserving the Collateral and all 
amounts for which the Security Trustee is entitled to indemnification or otlwrwisc owed under the Indenture and/or 
the Security Documents; 

second, to the TnJStee for its benefit and the benefit of Holders, to the Paying Agent and Registrnr, all 
pursuant to the terms of the Indenture; and 

third, any surplus remaining after such payments will be paid to the Company or the Subsidiary Guarantor 
Pledgors or to whomever may be lawfu1\y entitled thereto. 

The Security Trustee may decline to foreclose on, or enforce the security interest created over, the 
Collateral or exercise remedies available if it does not receive indemnification to its satisfaction. In addition, the 
Security Trustee's ability to foreclose on, or enforce the security interest created over, the Collateral may be subject 
to lack of perfection, the consent of third parties, prio1· Liens and pmct!cal problems associated with the realization 
of the Security Trustee's Liens on the Collateral. Neither the Sec\Jrity Trustee nor any of Its officers, directors, 
employees, attorneys or agents will be responsible or liable for the existence, genuineness, value or protection of any 
Collateral securing the Notes, for the legality, enforceability, effectiveness or sufficiency of the Security Documents, 
for the creation, perfection, priority, sufficiency, maintenance or protection of any of the Liens, or for any defect or 
deficiency as to any such matters, or for any failure to demand, collect, foreclose or realize upon or otherwise 
enforce any of the Lions or Security Documents or any delay ln doing so. 

The Indenture and/or the Security Documents will provide that the Company and the Subsidiary Guarantor 
Pledgors will Indemnify the Security Trustee for all liabilities, obligations, losses, damages, penalties, actions, 
judgments, suits, costs, expenses or disbursements of any kind imposed against the Security Trustee arising out of 
the Security Documents or the Indenture except to the extent that ony of the foregoing are finally judicially 
determined to have resulted fl·om the gross negJJgence or willful misconduct of the Security Trustee. 

Release of Security 

The security created In respect of the Collateral granted under the Security Documents may be released in 
certah1 cJrcumstances, ~ubject to the terms of the Securlty Documents and any intercreditor Agreement, including: 

• upon repayment in full of the Notes; 

• upon defeasance and discharge of the Notes as provided below under the caption "- Defeasance"; 

• upon certain dispositions of the Collateral in compliance with the covenants under the captions "­
Limitation on Sales and lssuauces of Capital Stock in Restricted Subsidiaries" or "-Limitation on 
Asset Sales" or in accordance with the provision uncle•· the caption "- Conso lidation, Merger and Sale 
of Assets"; 

• with respect to security granted by a Subsidiary Guarantor Pledgor, upon the release of the Subsidiary 
Guarantee of such Subsidiary Gunrnntor Pledgor in nccorctance with the terms of the Indenture; and 
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• with respect to all or any part of the Collateral, by the Security Trustee in cormection with any 
enforcement of its Liens pursuant to the terms of the Security Agreement. 

Further Issues 

The Company may, from time to time, without notice to or the consent of the Holders (and without regard 
to any restrictions or limitations set forth under the "Limitation on Indebted11ess and Disqualified or Prefen·ed 
Stock" covenant described below), create and Issue Additional Notes having the same terms and conditions as the 
Notes (including the benefit of tbe Subsidiary Guarantees) in all respects (or in all respects except for issue date, 
issue price, and the first payment of interest on them and, to the extent necessa1y, certain temporary securities law 
transfer restrictions) so that such subsequently issued debt securities may be consolidated and form a single series 
with the previously outstanding Notes; provided thai any Additional Notes must bo treated as part of the same issue 
as the Notes for U.S. federnl income tax purposes and providedfurther that in connection with the payment ofPIJ< 
Interest, the Company is entitled to, without the consent of the Holders (and without reg~rd to any restrictions or 
limitations set forth under the "Limitation on Indebtedness and Disqualified or Preferred Stock" covenant descl'ibed 
below), issue PIK Notes under the Indenture on the same terms and conditions as all other issued Notes (except for 
issue date, issue price, and the first payment of interest on them and. to the extent necessary, certain temporary 
securities law transfer restrictions). All PIK Notes will be pari passu in right of payment with all other issued 
Notes, will be guaranteed on a pari passu basis by each Subsidiary GuarMtor and will be secured equaJly and 
ratably with all other issued Notes by Liens on the Collateral held by tbe Security Trustee for as tong as the Notes 
and the Subsidiary Guarantees are secured by the Collateral, subject to the covenants contained in the Indenture. 

Optional Redemption 

At any time and from time to time on or aftet· the fourth anniversa1y date of the Original Issue Date, the 
CompMy may redeem the Notes, in whole or in part, at a redemption price equal to the percentage of the principal 
amount set forth below plus accrued and unpaid interest to the redemption date if redeemed during the twelve-month 
period beginning on the anniversary date of the Original Issue Date ofthe years indicated below; 

12- month period commencing In the year Redemption Price 

2017 ................................................................................................................................... ............ 103.125o/o 

2018 ....................... ..................................................................... ..... ............................................ .. 101.563% 

201 9 and therea.fter ................... ............................... ............ ..... .. ........ ......... ........................ .......... 100.000% 

At any time prior to the fourth anniversary date of the Original Issue Date, tbe Company may at its option 
redeem the Notes, in whole but not in part, at a redemption price equal to 100% of the principal amount of the Notes 
plus the Applicable Premhun as of, and accmcd and unpaid interest, if any, to the redemption date. 

At any time prior to the third anniversary date of the Original Issue Date, the Company may redeem up to 
35% of the principal amount of the Notes with the Net Cash Proceeds of one or more sales of its Common Stock in 
an Equity Offering at a redemption price of 1 06.25% of the principal amount of the Notes, plus accnted oncl Wlpaid 
interest, if any, to the redemption date; provided that at least 65% of the aggregate principal amount of the Notes 
originally issued on the Origimtl lssne Date remnins outstanding after each such redemption and any such 
redemption takes plnce within 60 days ufter the closing of the related sale of Capital Stock. 

The Company will give not less than 30 days' nor more than 60 days' notice of any redemption. Jfles::: than 
all of the Notes are tp be redeemed, selection of the Notes for redemption will be made on a pro rata basis, or if the 
Notes are issued in global form, in accordance with applicable DTC procedures (subject, in all cases, to compJjance 
with the rules of any national securities exchange on which the Notes may be listed). 

However, no Note of US$1 ,000 in principal amount or less shall be redeemed in pa1t. Jf any Note is to be 
redeemed in part only, the notice of redemption relating to such Note will state the portion of the principal amount to 
be redeemed. A new Note in principal amotmt equal to the uru·edeemed pmtion will be issued upon cancellation of 
the original Note. 
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Mnndatory Redemption of Notes upon an Entire Sale Transaction 

Within 1 0 days of the occurrence of an Entire Sale Transaction, the Company shall issue (by publication 
and mail) a notice to all Holders to redeem all of the Notes then outstanding (an "Entire Sale Transaction Mandatory 
Rt~demption") at a redemption price equal to I 00% of their principal amount plus accrued and unpaid interest, if any, 
to the .Payment Date (the "Entire Sale Transaction Redemption Price"). Such notice will give not less thnn thirty 
(30) days' nor more than sixty (60) days' notice of the Entire Sple Transaction Mandatory Redemption. All Notes 
that are so redeemed will be cancelled. 

Pending the application of the proceeds fi·om an Entire Sale Transaction to the Entire Sale Transaction 
Redemption J>ricc, the Comp~tny shall invest such proceeds in a deposit account or securities account, which account 
shall be subject to a first priority Lien in favour of the Security Trustee, on behalf of the Trustee, and constitute 
additional Collaternl for the benefit of the Holders, and which account shall not be subject to any other Lien 
whatsoever. 

Repurchase of Notes Upon a Change of Control Triggering Event 

The Company must commence, within 30 days ofthe occurrence of a Change of Control Triggering Event, 
and consummate an Offer to Purchase for all Notes then ouMandlng (a "Change of Contl'ol Offer"), at a purchase 
price equal to 101% of their principal amount plus accrued and unpaid interest, if any, to the Payment Date. 

Except as described above with respect to a Change of Control1'1iggering B vent or as dtJScribed below with 
respect to an Entire Sale Transaction, the Indenture does not contain provisions that permit or require the Company 
to repurchase or redeem U1e Notes in the event of a takeover, recapitalization or similnr transaction. Holders may not 
be entitled to require the Com puny to purchase their Notes in certain circumstances involving a significant change in 
the composition of Board ofDirectors. 

lf a Change of Control Offer is made, there con be no assurance that the Company will have available ftmds 
sufficient to pay the purchase price for all the Notes that might be tendered by the Holders seeking to accept the 
Change of Control Offer. ln the event that U1e Company purchases Notes pursuant to a Cltange of Control Offer, the 
Company expects that it would seek third party financing to the extent lt does not have available funds to purchase 
the Notes. However, there can be no assurance that the Company would be able to obtnln s11ch financing. 

In order to repurchase the Notes in an Offer to Purchase, the Company will, unless consents are obtained, 
be required to repay all Indebtedness then outstanding which by its tenns would prohibit such Note repurchase, 
either pdor to or concurrently with such Note repurchase. 

Slnl<ing Fund 

There will be no sinking fund payments for the Notes. 

Additional Amounts 

All payments of, or in respect of, principal of, and premium (if any) nnd interest (including PIK 1nterest) in 
respect of the Notes (inch1ding PIK Notes) or the Subsidiary Guarantees will be made wiLhot•t withholding or 
deduction for, or on account ot~ any present or future taxes, duties, assessments or governmental charges of 
whatever nature imposed or levied by or within any jurisdiction in which tho Company, a Surviving Person (as 
defined under tho caption "-Cousoiidation, Merger rtnd Sale of Assets") ot· the applicable Subsidiary Guarantor is 
o1·gonized or resident for tax purposes (or nny political subdivision or taxing authority thereof or therein) (each n 
''Relevant Jurisdiction''), unless such withholding or deduction is required by law or by regulation or governmental 
policy having the force of law. ln the event that any such withholding or deduction is so required, the Company, a 
Surviving Person or the applicable Subsidiary Guarantor, as the case may be, wi11 pl\y such additional amounts 
("Additional Amounts") as will result in receipt by the Holder of each Note or tbe Subsidiary Gum·antees, as the case 
may be, of such amounts as would have been received by such Holder had no such withholding or deduction b.:en 
required, except that no Additional Amounts shall be payable: 
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(a) for or on account of: 

(i) nny tax, duty, assessment or other governmental charge that would not have been 
imposed but for: 

(A) the existence of any present or fomler connection be1wecn the Holder of such 
Note and the Relevant Jurisdiction other than merely holding such Note, 
including such Holder being or having been a national, domiciliary or resident 
of or treated as a resident thereof or being or having been physically present or 
engaged in a trade or business therein or having or having had a permanent 
establishment therein; 

(B) the presentation of such Note (in cases in which presentation ,Js required) more 
than 30 days after the later of the date on which the payment of the principal of, 
promium, if auy, and interest on, such Note became due and payable purs11ant to 
the terms thereof or was made or duly provided for, except to the extent that the 
Holder thereof would have been entitled to sucb Additional Amowtts if it bad 
presented such Note for payment on any date within such 30 day period; 

(C) the failure of the Holder, despite being required by law, to comply with a timely 
request of the Company addressed to the Holder or beneficial owner to provide 
information concerning such Holder's nationality, residence, identity or 
connection with any Relevant Jurisdiction, if and to tho extent that duo and 
timely compliance with such request would have reduced or eliminated any 
taxes as to which Additional Amounts would have otherwise been payable to 
such Holder; or 

(D) the presentation of such Note (where presentation is required) for payment in the 
Relevant Jurisdiction, unless such Note could not have been presented for 
payme11t elsewhere; 

(ii) any estate, inheritance, gift, sale, transfer, personal property or similaJ• tax, assessment or 
other government-al chnrge; 

(iii) any withholding or deduction that is imposed or levied on a payment to an individual and 
is required to be made pursuant to Elll'opean Council Directive 2004/48/EC or ony other 
Directive implementing the conclusions of the ECOFIN Council meeting of November 
26~27, 2000 on the taxation of savings income or any Jaw implementing or complying 
with, or introduced in order to confonn to, such Directives; or 

(iv) any combination of taxes, duties, assessments or other govemmental charges refeae<l to 
in the preceding clauses (i), (ii) and (iii);or 

(b) with respect to any payment of the principal of, or any premium, if any, or Interest on, such Note 
or any payment under any Subsidiary Guarantee to the Holder, if such Holder is a fiducinry, 
partnership or person other than the sole beneficial owner of nny paymeut to the extent that such 
payment would be required to be included i11 the income under the laws of the Relevant 
Jurisdiction, for tax purposes, of a beneficiary or settlor, with respect to the fiduciary, or a member 
of that partnership m· a beneficial owner wbo would not have been entitled to such Addilional 
Amounts had that beneficiary, settlor, partner, person or beJ1eficial owner been the registered 
Holder tl1ereof. 

Whenever there is mentioned in uny context the payment of principal, any premium or interest, in respect 
of any Note or Subsidiary Guarantee, such mention shall be deemed to include payment of Additional Amounts 
provided for in the Indenture to the extent that, in such context, Additional Amounts are, were or would be paynble 
in respect thereof. 
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Redemption for TnxSitlon Reasons 

The Notes may be redeemed, at the option of lhe Company or Surviving Person, as a whole but not in part, 
at any time, upon giving not lelis thftll 30 days nor more than 60 days notice to the Holders (which notice shall be 
irrevocable), at a redemption price equal to I 00% ofthe principal amount thereof, together with accrued and unpaid 
interest, if any, to the date fixed by the Company for redemption (the "Tnx Redemption Date") if, as a result of. 

(!) any change in, ot· amendment to, the laws (or any regulations or rulings promulgated 
thereunder} of a Relevant Jurisdiction affecting taxation; or 

(2) ru1y chnnge in the existing official position or the stating of an official position regarding 
the application or interpretation of such laws, regulations or rulings (including a holding, 
judgment, or order by a court of competent jtwisdiction), 

which change, amendment, application or interpretation (n) in the case of the Company, Surviving Person and any 
initial Subsidiary Guarantor becomes effective on or after the Original Issue Date and (b) In the case of any 
successor to a Subsidiary Guarantor or a future Subsidjary Guarantor becomes effective after such Subsidiary 
Guarantor assumes the obligations under the Indenture or becomes a Subsidiary Guarantor, with respect to any 
payment due or to become due under the Notes or the Indenture, the Company, Stn·viving Person or a Subsidiary 
Guarantor, as the case may be, iB, or on the next interest payment date would be, required to withhold or deduct any 
tax, duty, assessment or ot11er governmental charge imposed, levied, collected, withheld or assessed by a Relevant 
Jurisdiction and to pay Additional Amounts, and in eacb case, such requirement to withhold or deduct caru10t be 
avoided by the taking of reasonable measures by the Company, Sury.iving Person or a Subsidiary Guaranto1·; 
provided that no such notice of redemption shall be given earlier than 90 days prior to !he earliest date on which the 
Company, Surviving Person or a Subsidiru·y Guarantor, as the case may be, would be obligated to _pay such 
Additional Amounts if a payment in respect of the Notes was then due. 

Prior to the publication and mailing of any notice of redemption of the Notes pursuant to the foregoing, the 
Company or Surviving Person will deliver to the Trustee (a) n certificate signed by a duly authorized officer stating 
that the Company or Surviving Person is entitled to effect the redemption under lhc Indenture und stating that the 
conditions .precedent to the right of redemption have occurred and (b) an Opinion of Counsel or tax consultant of 
recognized standing stating that the circumstances refer1·ed to in the p1·ior paragraph exist. The Trustee shall accept 
such Opinion as sufficient evidence of the satisfaction ofthe conditions precedent described above, in which event it 
shall be conclusive and binding on the Holdet's. 

Any Notes t11at are redeemed will be cancelled. 

Certain Covenants 

Set forth below are summaries of ce1tain covenants contained in the Indenture. 

Limitation on Indebtedness and DisCJ nnlified or Preferred Stoel< 

(n) The Company will not Incur any Indebtedness or Disqualified Stock, provided that the Company 
may Incur Indebtedness if, after giving effect to the Jncurre11ce of such Indebtedness and the 
receipt and application of llltl proceeds therefi·om, tbe Fixed Charge Coverage Ratio would be not 
less than 2.0 to 1.0. The Company will not permit any Restricted Subsidiary to Incur any 
Indebtedness (including Acquired Indebtedness), Disqualified Stock or Prefen·ed Stock (other than 
Disqualified S1ock o1· Preferred Stock of Restricted Subsidinries held by the Company or a 
Subsidiary Guarantor, so long as it i.s so held). 

Notwithstanding the foregoing, the Company and, to the extent provided below, any Restricted 
Subsidiary may lncur each and all of the following ("Permitted Jndebtcdness"): 

(1) fndebtedness under the Notes (including any PIK Notes and any Additional Notes), and 
each Subsidiary Guarantee; 
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(2) Any Permitted Priority Secured Indebtedness nnd ony Permilted Priority Subsidinry 
Guarantees; 

(3) Indebtedness of the Company or any Restricted Subsidiary outstandhlg on the Original 
lssu~ Date excluding Indebtedness permitted under clause (4); 

(4) Indebtedness of the Company or any Restricted Subsidiary owed to the Company or any 
Wholly-Owned Restricted Subsidiary; provided that (x) any event which results in any 
such Restricted Subsidiary ceasing to be a Restricted Subsidiary or any subsequent 
transfer of such Indebtedn~ss (other than to th~ Company or any Wholly-Owned 
Restricted Subsidiary) shall be deemed, in each cnse, to constitute an Incurrence of such 
Indebtedness not permitted by this clause (4) and (y) if the Company or any Subsidiary 
Guarantor is the obligor on such Indebtedness, such Indebtedness must expressly be 
subordinated in right of payment to the Notes, in the case of the Company, or tho 
Subsidiary Guarantee of such Subsidiary Guarantor, in the case of a S\tbsidiary 
Guarantor; 

(5) fndebtcdness issued in exchange for, or the net proceeds of which !Ire used to refmance or 
refund, then outstanding Indebtedness Incurred under the immediately preceding 
paragraph or clauses ( 1) or (2)of this covenant and any refinancings thereof in an amount 
not to exceed the amount so refinanced or refunded (plus premiums, accrued interest, fees 
and expenses); provided thnt (a) Indebtedness the proceeds of which are used to t•efinance 
or refund the Notes or Indebtedness that is subordinated in right of payment to, the Notes 
or a Subsidiary Guarantee shall only be permittee! under this clause (5) if (x) in case the 
Notes are refinanced in part, such new Indebtedness, by its tenns or by the terms of any 
agreement or instmment pursuant to which such new Indebtedness is outstanding, is 
expressly made pari passu with, or subordinate in right of payment to, the remaining 
Notes o1· sucl1 Subsidiary Guarantee, or (y) in case the lndebtedness to be re-financed is 
subordinated in right of payment to the Notes or a Subsidinry Ouarru1tee, such new 
Indebtedness, by its terms or by the terms of any agreement or instrument pursuant to 
which such new Indebtedness is issued or remains outstanding, is expressly made 
subordinate in right of payment to the Notes or such Subsidiary Guarantee at least to the 
extent that the Indebtedness to be refinanced is subordinated to the Notes or such 
SUbsidiary Guarantee, (b) such new 1ndebtedness, determined us of the date of Incurrence 
of such new Indebtedness, does not mature prior to the Stated Maturity of the 
Indebtedness to be refinanced or refunded, and the Average Life of such new 
Indebtedness is at least equol to the remaining Average Ufc of the Indebtedness to be 
refinanced or refunded, (c) Indebtedness the proceeds of which are used to reflnnnce or 
refund Permitted Priority Secured Jndebtcdness would otherwise be entitled be Incurred 
as Permitted Priority Secured Indebtedness pursuant to the terms of the Indenture, and (d) 
in no event may Indebtedness of the Company or any Subsidiary Guarantor be refinanced 
pursuant to this clause (5) by means of any Indebtedness of any Restricted Subsidiary that 
is not a Subsidiary Gltanmtor; 

(6) the incurrence by the Compcmy or any Restricted Subsidiaries of Indebtedness under 
Commodity Agreements, Interest Rate Agreements and Currency Agreements entered 
into in the o1·dinary co11rse of business and designed solely to protect the Company or a11Y 
of its Restricted S\lbsidinries from fluctuations in interest rates, cnnencies or the price of 
commodities and not for speculation; 

(7) Indobtedness Jncurred by the Company or any Restricted Subsidiary constituting 
reimbursement obligations with n.:spec.t to letters of credit, trade guarantees or simllar 
instruments issued in the ordinary course of business to the extent that such letters of 
credit or trade guarantees are not drawn upon or, if drawn upon, to the extent such 
drawing is reimbursed no later than 90 days following receipt by tbe Company or such 
Restricted Subsidiary of a demand for reimbursement; 
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(8) (i) Guarantees by the Company or any Subsidiary Guarantor of Indebtedness of the 
Company or any Restricted Subsidiary that was permitted to be Incurred by another 
provision of this covenant, or (ii) Guarantees by any Restricted Subsidiary of 
Indebtedness of another Restricted Subsidiary that was permiUcd to be Incurred under 
clause (6) or (7) above; and 

(9) lndebtedness Incurred after U1e Original Issue Date by any Restricted Subsidiary 
organized under tJ1e laws of the PRC which, when taken together with ·the total amount of 
all other fnclebteduess .Incurred under this clause (9), will not exceed US$100 million, 

(b) For purposes of determining compliance with this "Limitation on Indebtedness and Disqualified or 
Preferred Stock" covenant, in the event that an item of Indebtedness meets the criteria of more 
than one of the categorios of Indebtedness described in pnrt (a) above (other than the Notes, 
Additional Notes or PIK Notes, which shall be treated as Incurred pursuant to clause (a)(l) above), 
Including under tl1e proviso in the first paragraph of part (a), the Company, in its sole discretion, 
shaU classify, and 'f)·om time to' time may reclassify one or more times, such item oflndebtedness, 
and such item of fndebtedness will, upon such classification or reclassification (as the case may 
be) be treated as having been Incurred in accordance with only one of such clauses or in 
accord~mce with the proviso in the first paragraph of part (a). 

(c) The Company will not Incur, and will not permit any Subsidiary GuarAntor to lncur, any 
Indebtedness if such Indebtedness is subordinate in right of payment to any other Indebtedness of 
the Company or such Subsidiary Guarantor, as the case may be, unless sucb Indebtedness is also 
subordinate in right of payment to the Notes or the applicable Subsidiary Guarantee, on 
substantially identical terms. This does not apply to distinctions between categories of 
Indebtedness that exist by reason of any Liens or Guarantees securing or in favor of some but not 
all of such Indebtedness, 

Limitation on Restricted Payment& 

The Company will not, and wm not permit any Restricted Subsidiary to, directly or indirectly (the 
pAyments or any other actions described in clauses (I) through (4) below being collectively refen·cd to as "Restricted 
Payments"): 

(1) declare or pay any dividend or make any distribution on or with respect to the Company's 
or any of its Restricted Subsidiaries' Capital Stock (other than dividends or distributions 
payable solely in shares of the Company's or any of its Restricted Subsidiaries' Capital 
Stock (other than Disqualified Stock or Prefen·ed Stock) or in options, watTants or other 
rights to acquire shares of such Capital Stock) held by Persons other than the Company or 
any Wholly-Owned Restricted Subsidiary; 

(2} purchase, call for redemption or redeem, retire or otherwise acquire for value any shares 
of Capital Stock of the Company or any Restricted Subsidiary (Jncluding options, 
warrunts or other rights to acquire such shares of Capital Stock, but excluding nny 
lndeetedness of the Company or any Restricted Subsidia1-y that is not subordinated in 
right of payment to the Notes or any Subsidiary Guarantee that is convertible into Capital 
Stock of the Company) held by any Persons other than the Company or any Wholly~ 
Owned Restricted Subsidiary; 

(3) make any voluntary or optional principal payment, or voluntary or optional redemption, 
repurchase, defeasance, or other acquisition or retirement for value, of Lndebtedness that 
is s\Jbordinated in right of payment to the Notes or any of tl1e Subsidiary Guarantee.~ 
(exch1ding any intercompEmy Indebtedness between or among the Company and any of 
its Wholly-Owned Restricted Subsidiaries); or 

(4) make any Investment, other than a Permitted Tnvcs1ment, in any Person; 
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if, at tho time of, and after giving effect to, the proposed Restricted Payment: 

(a) a Default shall have occurred and be continuing; 

(b) the Company cotlld not Incur at least US$1.00 of Indebtedness under the proviso 
in the first paragraph of part (a) of the covenant under the coption "-Limitation 
on Indebtedness and Disqualified OJ' Preferred Stock;" or 

(c) such Restricted Payment, together with the aggregate amount of all Restricted 
Payments made by the Company and its Restricted Subsidiaries after the 
Measurement Date, shaH exceed the sum of 

(I) 50% of the aggregate amount of the Consolidated Net Income of the 
Company (or, if the Consolidated Net Income is a Joss, minus 100% of 
the ameunt of such loss) accrued on a cumulative basis during the 
period (taken !IS one accounting period) beginning on the first day of 
the fiscal half-year immediately following the Measurement Date and 
ending on the last day of the Company's most recently ended fiscal 
half~year for which consolidated financial statements of the Company 
(which the Company shall use its best efforts to compile in a timely 
manner) are available and have been provided to the Trustee at the time 
of such Restricted Payment; plus 

(2) 100% of the aggregate Net Cash Proceeds received by the Company 
after the Measurement Date as a capital contribution or from the 
issuance and sale of its Capital Stock (other than Disqualified Stock) to 
a Person who is not a Restricted Subsidiary of the Company, including 
any such Net Cash Proceeds received upon (x) the conversion of any 
Indebtedness (other than Subordinated Indebtedness) of the Company 
into Capital Stock (other than Disqualified Stock) ofthe Company, or 
(y) the exercise by a Person who is not a Restricted Subsidiary of the 
Company of any options, warrants or other rights to acquire Capital 
Stock of the Company (other than Disquallfied Stock) in each case after 
deducting the nrnount of any such Net Cash Proceeds used to redeem, 
repmchase, defease or otherwise acquire or retire for value any 
Subordinated Indebtedness or Capital Stock of the Company; plus 

(3) an amount equaJ to the net reduction in Investments (other than 
reductions in Permitted Investments) that were made after the 
Measurement Date in any Person resulting fi·om (a) payments of 
interest on Jndebtedness, dividends or repayments of loa as or advances, 
in each case to the Company or any Restrlcted Subsidiary (except, in 
each case, to the extent any such payment or proceeds are included in 
the calculation of Consolidated Net Income), or (b) from redesignations 
of Unrestricted Subsidiaries as Restricted Subsidiaries, not to exceed, in 
each case, the Hmount of Investments made by the Company or a 
Restricted Subsidiary after the Mea.~uremcnt Date in any such Person. 

The foregoing provision shall not be violated by reason of: 

(I) the payment of any dividend or redemption of any Capital Stock within 60 days after the 
related date of declaration or call for redemption if, at s1:1id date of declaration OJ' call for 
redemption, such payment or redemption would comply with lhe preceding paragraph; 

(2) the redemption, repurchase, defeasance or other acquisition or retirement for vnlue of 
Indebtedness of the Company or ony of the Subsidiary GuantnLurs lhnt is Stlbordinated in 
right of payment to the Notes or to any Subsidiary Guarantee with the Net Cash Proceeds 
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of, or in exchange for, Indebtedness Incurred under chmse (5)(y) of the second paragraph 
of part (a) of the covenunt under the captloJl "-Limit.1tion on Indebtedness and 
Disqualified or Preferred Stock;" 

(3) the redemption, repurchase or other acquisition of Capiml Slock of the Company or any 
Subsidinry Guarantor (or options, warrants or other rights to acquire such Capital Stock) 
in exchange for, Ol' out of the Net Cash l>rocceds of a capital contribution or n 
substantially concurrent sale (other than to a Restricted Subsjdinry of the Company) ot: 
shares of Capital Stock (Other than Disqualified Stock) of the Company or any Subsidiary 
Guarantor (or options, warrants or other rights to acquire such Capital Stock); provided 
that the amount of any such Net Cash Proceeds that are utilized for any such Restricted 
Payment will be excluded from clause (c)(2) of the preceding paragraph; 

(4) the redemption, repurchase, defeasance or other acquisition or retirement for value of 
Indebtedness of tbe Company or any of the Subsidiary Guarantors that is subordinated in 
right of payment to the Notes or to any Subsidiary Guarantee in exchange for, or out of 
the Net Cash Proceeds of, n substanljalJy concurrent offering of, shares of tho Capital 
Stock (other than Disqualified Stock) of the Company or any of the Subsidiary 
Guarantors (or options, wan'tlnts or other rights to acquire such Capital Stock); provided 
that U1c amount of any such Net Cash Proceeds that are utilized for any such Restricted 
Payment will be excluded from clause (c)(2) of the preceding paragraph; 

(.S) the payment of any dividends or distributions declared, paid or made by a Restricted 
Subsidiary payable on a pro rata basis to all holders of any cluss of Capital Stock of such 
Restricted Subsidiary, a majority of which is held, directly or indirectly, ttu·ough 
Restricted Subsidiarica by the Company~ 

(6) any Investment in Greenbeart Group Limited and its Subsidiaries; 

(7) aoy Investment in an Umestricted Subsidiary (other than Greenheart Group Limited and 
its Subsidiaries) that is engaged in a Permitted Business which, when taken together with 
the total amount of aU other Investments made pursuant to this clause (7), will not exceed 
US$25 milJion (or the Dollar Equivalent thereot); 

(8) any Investment in a Joint Venture (other than Greenheart Group Limited and its 
Subsidiaries) which, when taken together with the total amoun( of all other Investments 
made -pursuant to this clause (8), will not exceed US$25 million (or tho Dollar Equivalent 
thereof); or 

(9) Restricted Payments, if, at the time of the making of such payments, and after giving 
effect thereto (including, without limitation, tl1e incurrence of any Indebtedness to 
finance such payment) and giving effect to the pro forma adjustment set forth in clauses 
(A) through (E) of the definition of "Fixed Charge Coverage Ratio," the Leverage Ratio 
would not exceed 2.0: 1.0; 

provided that, no Dcfm1lt shall have occurred and be continuing or would occm· as a con!lequcnce of the actions or 
payments set forth therein. 

Bach Restricted Payment permitted pursuant to clauses (1), (5), (7), (8), nnd (9) of the preceding paragraph 
shall be included in calculating whether the conditions of clause (c) of the first paragraph of this "Limitation on 
Resb·icted Payments" covenant have been met with respect to any subsequent Restricted Payments. 

The amount ot'any Restricted Payments (other than cash) will be the Fair Market Value on the date of the 
Restricted Payment of the asset(s) or securities proposed to be transferred or issued by the Company or the 
Restricted Subsidiary, as tl1e case may be, pursuant to the Restricted Payment. The value of any assets or securi ties 
that are required to be va!t1ed by this covenant will be tho Pair Market Value. 
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The Board of Directors' determination of the Fair Market Val\le of a Resb·ictcd Payment or any such assets 
or secmities must be based upon an opinion or <lppraisal issued by an appraisal or investment banking firm of 
international standing if the Fair Market Value exceeds US$5.0 million (or the Dollar Equivalent thereof). 

Not Inter than the date of making any Restricted Payment in an amount in excess ofUS$5.0 million (or the 
Dollnr Equivalent thereof), the Company will deUver to the T1·ustce an Officer's Certificate stating that such 
Restricted Payment is permitted and setting forth the basis upou which the calculations required by this covenant 
under the caption "-Limitation on Restricted Payments" were computed, together with a copy of any fairness 
opinion or apprnlsal required by the Indenture. 

Limitation on Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries 

The Company will not, and will not permit any Restricted Subsidiary to, create or otherwise cause or suffer 
to exist or become effective any encumbrance or restriction on the ability of any Restricted Subsidiary to (1) pay 
dividends or make any other distributions on any Capital Stock of such Restricted Subsidiary owned by the 
Company or any other Restricted Subsidiary, (2) pay any Indebtedness owed to the Company or any other Restricted 
Subsidiary, (3) make loans or advances to the Company or any other Restricted Subsidiary or (4} seJI, lease or 
transfer any of its property or assets to the Company or any other Restricted Subsidiary. 

The foregoing provisions shall not restrict any encumbrances or restrictions: 

( I) in the Notes, the Subsidiary Guarantees, the Indenture, the Security Documents, or under 
any Petmitted Priority Secured Indebtedness of the Company or any Subsidiary 
Guarantor Pledgor or Permitted Priority Subsidiary Guarantee of any Subsidiary 
Guarantor, and any extensions, refinancings, renewals, supplements, amendments or 
replacements of any of tl1e foregoing agreements; provided that the encumbrances and 
restrictions in any such extension, refinancing, l'enewal, supplement, amendment or 
replacement, taken as a woole, are no less favorable in any material respect to the 
Holders than those encumbrances or restrictions that are then in effect and that are being 
extended, refmanced, renewed, supplemented, amended or replaced; 

(2) existing under or by reason of applicable law; 

(3) existjng with respect to any Person or the property 0 1· assets of such Person acquired by 
tho Company or any Restricted Subsidiary, existing ot the time of such acquisition and 
not incurred in contemplation thereof, which encumbrances or restrictions are not 
applicable to any Person or the property or assets of any Person other tl1an such Person or 
the property or assets of such Person so acquired, and any extensions, refinancings, 
renewals or replacements thereof; provided that the encumbrances and restrictions in any 
such extension, refinancing, renew11l or replncemcJlt, taken as a whole, are no less 
favorable jn any material respect to the Holders than those encumbrances or restrictions 
that are then in effect nnd that are being extended, reflnnnced, renewed or replaced; 

(4) in tbe case of clause (4) of the first paragraph of this covenant, that (i) restrict in a 
customary manner the subletting, nssignmcnt or transfer of any property or asset that is a 
lease, licen~e, conveyance or contract or similar property or asset, or (ii) exist by virtue of 
any h·ansfer of, agreement to tnmsfer, option or right with respect to, or Lien on, any 
property or assets of the Company or any Restricted Subsidiary not otherwise prohibited 
by the Indenture or (iii) !'lrise or a1·e 11greed to in the ordinary course of b11siness, not 
relating to AllY Indebtedness, and that do not, individually or in the aggregate, detract 
from the value ofproperty or assets of the Company or any Restricted Subsidiary in uny 
mnnner material to the Company or any Restricted Subs idiary; 

(5) with respect to ll Restricted Subsidiary nnd imposed pursuant to an ttgreement that has 
been entered into for the sale or disposition of all or substantially nll of lhc Capital Stock 
of, or property and a::;sets of, such Restricted Subsidiary that is permitted by the "­
Limitution on Sales ~md Issuances of Capital Stock in Restricted Subsidiaries," "-
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Umitation on hldebtcdness and Disqualified or Preferred Stock" and "-Limitation on 
Asset Sales" covenants. 

Limitation on Sales and Issuunccs of Capital Stock In Restricted Subsidhu·ios 

The Company will not sell, and will not permit any Restricted Subsidiary, directly or rndircctly, to issue or 
sell any shares of Capital Stock of a Restricted Subsidiary (including options, warrants or other rights to purchase 
shares of such Capital Stock) except: 

( l) to the Company or a Wholly-Owned Restricted Subsidiary; 

(2) to the extent such Capital Stock represents director's qualifying shares or is required by 
applicable law to be held by a Person other than the Compa11y or a Wholly-Owned 
Rest.dotcd Subsidiary; 

(3) for the sale of shares of all the Capital Stock of a Restricted Subsidiary if permitted 
under, and made in accordance with, the "-Limitation on Asset Sales" covenant; and 

(4) the issuance and sale of Capital Stock of a Restricted Subsidiary (which remains a 
Restricted Subsidiary after any such issuance er sale); provided that the Company or such 
Restricted Subsidiary applies the Net Cash Proceeds of such issuance or sale in 
accordance with the "-Limitation on Asset Sales" covenant. 

Limih1tion on Issuances of Guarantees by Restricted Subsidiaries 

The Company wiJJ not pe1·mlt any Restricted Subsidiary which is not a Subsidiary GuArantor, directly or 
indirectly, to Guarantee any Indebtedness ("Guaranteed Indebtedness") of the Company or any other Restricted 
Subsidiary, unless (I) (a) such Restricted Subsidiary simultaneously executes and delivers a supplemental indenture 
to the lndenturc providing for an unsubordinated Subsidiary Guarantee of payment of the Notes by such Restricted 
Subsidiary and (b) such Restdcted Subsidiary waives and will not in any manner whiltsoever claim or take the 
benefit or advantage of, any rights of reimbursement, indemnity or subrogation or any other rights against the 
Company or any other Restricted Subsidiary as a result of any payment by such Restricted Subsidiary under its 
Subsidiary Guarantee until the Notes have been paid in ful ll or (2) such Guarantee and such Guaranteed Indebtedness 
are permitted by clauses (a) (2), (3), (4) or (S)(ii) (other tban, in the case of clause (8)(ii), a Guarantee by a 
Restricted Subsidiary organized under the Jaws of the PRC of the Indebtedness of a non-PRC Restricted Subsidiary) 
under the caption "- Limitation on Indebtedness aod Disqualified or Preferred Stock." 

If the Guaranteed Indebtedness (A) ranks pari passu in right of payment with the Notes or any Subsidiary 
Guarantee, then the Guarantee of such Guaranteed Indebtedness shal I rank pari pas;su in right of payment with, or 
subordinated to, tbe Subsidiary Guarantee or (B) is subordinated in right of payment to the Notes or any S·ubsidiary 
Guarantee, then the Guarantee of such Guaranteed Indebtedness shall be subordinated in right of payment to the 
Subsidiary GuArantee nt least to the extent that the G\laranteed Indebtedness is subordinated to the Notes or the 
Subsidiary Guarantee. 

Limitation on Transactions 'vitb Shareholders and Affi lia tes 

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, enter Into, 
renew or extend any transaction or an·angement (including, without limitation, the purchase, sale, lease or exchange 
of property or assets, or the rendering of any service) with (x) any holder (or any Afftliate of such holder) of 5% or 
more of any class of Capital Stock of the Company or (y) with any Affiliate of the Company or any Restricted 
Subsidiary (each an "Affiliate Transaction"), unless: 

(I) the Affiliate Transaction is on fair and reasonable terms thal are no less favorable to the 
Company or the relevant Restricted Subsidiary than those that would hnve been obtained 
in a comparable transaction by the Company or the relevant Restricted Subsidiary with an 
unrelated l1erson; and 
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(2) the Company delivers to the Trustee: 

(a) with respect to any Affiliate Transaction or series of related Aftiliate 
Transactions involving aggregate consideration io excess ofUS$5.0 million (or 
the Dollar Equivalent thereof), a Board Resolution set forth in an Officer's 
Certiticate certifying that such Affilinte Transaction complies with this covenant 
and such Affiliate Transaction has been approved by a majority of the 
disinterested members of the Board of Directors; and 

(b) with respect to any Affiliate Transaction or series of related Affiliate 
Tmnsactions .involving aggregate consideration in excess ofUS$10.0 million (or 
the Dollar Equlvalent thereof), an opinion as to the fa irness to the Company or 
such Restricted Subsidiary of such Affilinte Transaction from a financial point 
of view issued by an Independent Financial Advisor. 

The foregoing limitation does not limit, and shall not apply to: 

(l) the payment of reasonable and customa1y regular fees to directors of the Company who are not 
employees ofthe Company; 

(2) transactions between or among the Company and any of its Wholly-Owned Restricted 
Subsidiaries or between or among Wholly~Owned Restricted Subsidiaries; 

(3) issuances or sales of Capital Stock (other than Disqualified Stock) of 01e Company or options, 
warrants or other rights to acquire such Capital Stock; 

(4) b'a!lsactions or payments pursuant to any employee, officer or director compensation or benefit 
plaos or similar arrangements entered into in the ordinary course approved by a majority of the 
Board ofDirectors of the Company in good faith; and 

(5) any Restricted Payment of the type descdbed In clauses (1),(2), or (3) of the first paragraph oft11e 
covenant described above under the caption 11- Limitation on Restl'icted Payments" if permitted 
by that covenant. 

In addJtion, the requirements of clause (2) of the first paragraph of this covenant shall not apply to (i) 
transactions between or among the Company and any of its Restricted Subsidiaries that is not a Wholly-Owned 
Restricted Subsidiary to the extent entered into in the ordinary co11rse of business, (ii) Investments (other than 
Pennitted llJVestments) not prohibited by the ''- Limitation on Reslricted Payments" covenant, (iii) transactions 
pursuant to agreements in effect on the Original Issue Date and described in this Plan Supplement or in the 
Information Circular of Sino Forest Corporation dated October 20, 2012, 01' any amendment or modification or 
replacement thereof, so long as suc}J amendment, modification or replacement is not more disadvantageous to the 
Company and its Restricted Subsidiaries than the original agreement in effect on the Original Jssue Date; provided 
that, in the caso of(iii) such transaction is entered into in the ordinmy course of business. 

Limitation on Liens 

The Company will not, and will not permit any of its Restricted Subsidiaries to, create, incur, assume or 
suffer to exist any Lien on the Collateral (other titan Permitted J.iens). 

The Comp11ny will not, and will not permit any of its Restricted Subsidiaries to, create, incur, assume or 
suffer to exist any Lien on any of it'S assets or properties of any kind (other than the Collnterul), now owned or 
hereafter acquired, except Permitted Liens, unless the Notes are equally and ratably secured by such Lien. 
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Limitation on Sale-Lenscbacl< Transactions 

The Company will not, and wi11 not permit any of its Restricted Subsidiaries to, enter into any Sale and 
Leaseback Transaction. 

Limitation on Enth·e Snle Transaction and on Asset Sales 

The Company will not, and will not perm1t any Restricted Subsidiary to, enter into or consummate an 
Entire Sale Transaction unless, as a condition thereof, the consideration received consists of net cash proceeds to the 
Company of not less than an amount sufficient to pay the Entire Sale Transaction .Redemption Price in full and 
without restriction. 

Wlless: 
The Company will not, and will not permit any Restricted Subsidiary to, consummate any Asset Sale, 

(I) no Default shall have occurred and be continuing or would occur as a result of such Asset 
Sale; 

(2) the consideration received by the Company or such Restricted Subsidiary, as the case 
may be, Is at least equal to the Fai1· Market Value oftl1e assets sold or disposed of; 

(3) in the case of an Asset Sale that constitutes an Asset Disposition, the Company could 
Incur IJt least US$1.00 oflndebtednoss under the proviso in the first paragraph of part (a) 
of the covenant under the caption "-Limitation on Indebtedness and Disqualified or 
Prefen·ed Stock" after giving pro forma effect to such Asset Disposition; and 

( 4) at least 75% of the consideration received consists of cash, Temporary Cash 1nvestmcnt:s 
or Replacement Assets; provided that In case of au Asset Sale in which the Company or 
such Restricted Subsidiary receives Replacement Assets (i) the Company delivers to the 
Trustee an Officer's Certificate stating that (a) the Company's chief executive officer or 
chief financial officer has approved such Asset Sale, (b) such Asset Sale is on fair and 
reasonable terms on an arm's lengtb basis, and (c) the Fair Market Value of the 
Replacement Assets, together with any cash consideration is no Jess than the Fair Market 
Value of the assets subject to such Asset Sale, and (ii) with respect to any such Asset Sale 
involving an aggregate consideration with a Fair Market Value in excess of 
US$25.0 million (or the Dollar Equivalent thereof), the Company shall deliver to the 
Trustee an opinion as to the fairness to the Company or such Restricted Subsidiary of 
sucl1 Asset Sale from a financial point of view issued by an Independent Financial 
Advisor. For purposes of this provision, each of the following will be deemed to be cash: 

(a) any liabilities, as shown on the Company's most recent consolidated balance 
sheet prepared in accordance with TFRS, of the Company or any Restricted 
Subsidiary (other than contingent Habllilies and liabi lities that are by their terms 
subordinated to the Notes or any Subsidiary Guarantee) that are actually 
assumed by the transferee of any such assets pursuant lo a customary, 
assumption, ossignment, novation or similar agreement that fu lly and 
unconditionfllly releases lbe Company or such Restricted S\Jbsicliary from 
further liabili ty; and 

(b) any securities, notes or other obligations received by the Company or any 
Restricted Subsidiary fi'om such transferee that are contemporaneously, subject 
to ordinary settlement periods, converted by the Compa11Y or such Restricted 
Subsidiary into cash, to the extent of the cash received in that conversion. 

Within 360 days after the receipt of any Net Cash Proceeds from an Asset Sale, the Company (or the 
applicable Restricted Subsidimy, as the case may be) may apply such Net Cash Pwceeds to: 
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(1) permanently repay Senior Indebtedness of the Company or any Rest1icted Subsidiary (and, if such 
Senior Jndebtedness repaid is revolving credit Indebtedness, to con·cspondingly roduce 
commitments with respect thereto) in each cnse owing to a Person other thnn the Company or a 
Restricted Subsidiary; or 

(2) make an Investment in Replacement Assets, provided that such Investment occurs within 360 days 
following the receipt oJ such Net Cash Proceeds. 

Pending the final application of any Net Cash Proceeds fi·om an Asset Sale in excess of $10 million, the 
Company shall invest such Net Cash Proceeds in a deposit account or securities account, which account(s) shall 
(except if prohibited by applicable laws) be subject to a first priority Lien in f4vour of the Security Trustee and 
constitute additional Collateral for the benefit of the Holders or the other Secured Pa1ties, and which account(s) shall 
not be subject to any other Lien whatsoever. 

Any Net Cash Proceeds from Asset Sales that al'e not applied or invested as provided in the second 
paragraph of this covenant will constHute "Excess Proceeds." Excess Proceeds of Jess th11n US$5 million (or the 
Dollar Equivalent thereof) will be carried forward and accumulated. When the aggregate amount of Excess Proceeds 
exceeds US$1 0 million (or the Dollnr Equivalent thereof), within l 0 days thereof, the Company must make an Offer 
to Purchase to all Holders (and, with respect to indebtedness of the Company, thnt ranks equally with or senior to, 
the Notes, containing provisions similar to those set f01:th in the lndenture with respect to offers to purchas~ or 
redeem with the proceeds of sales of assets, to the holders of such fndebtedness, including any Permitted Priority 
Secured Indebtedness) to purol1ase the maximum principal amount of Notes (and any such other pari passu 
Indebtedness) that may be purchased out of the Excess Proceeds. The offer price in any Offer to Purchase wiiJ be 
equal to 100% of the principal amount plus accrued and tmpaid interest to tltc date of purchase, and will be payable 
in cash. 

Notwithstanding the foregoing, the Company will not, and will not permit any Restricted Subsidiary to sell, 
transfer er otherwise dispose of any shares of Capital Stock of Sino-Forest (China) Investments Limited or of any 
Restricted Subsidiary that owns directly or indirectly any shares of Capital Stock of Sino-Forest (China) Investments 
Limited. 

If any Excess Proceeds remain after consummation of an Offer to Purchase, the Company may use those 
Excess Proceeds for 8IlY purpose not otherwise prohibited by the Indenture. 1f Lhe aggregate principal amOlmt of 
Notes (and any other pari paSSll or senior [ndebtedness) tendered in such Offer to Purchase exceeds the amount of 
Excess Proceeds, the Trustee will select the Notes (and such other part passu or senior Indebtedness) to be 
purchased on a pro rata basis or in accordance with applicable DTC procedures. Upon completion of each Offer to 
Purchase, the amount of Excess Proceeds will be reset at zero. 

Limitation on the Company's Business Activities 

The Company willuot, and wilt not permit any Restricted Subsidiary to, directly or iudirectly, cngag~:~ in 
any business other than Permitled Businesses; provided, however, that the Company or any Restricted Subsidiary 
may own Capital Stock of an Unrestricted Subsidiary or joint venture or other entity that is engaged in a business 
other than Permitted Dusines1;es as long as any Investment therein was not prohibited when made by the covenant 
under the caption "-Limitation on Restricted Payments." 

Designation of Restricted and Unrcstl·icted Subsidiaries 

The Board of Directors may designate any Restricted Subsidiary to be an Umeslricted Subsidiary, unless a 
Subsidiary of such Restricted Subsidiary is a Restricted Subsidiary (and is not concurrently being designated as an 
UurestTicted Subsidi<~ry); provided that (i) Sino-Forest (China) Jnvestments Limited shall always be a Restricted 
Subsidiary, (ii) such designation would not cause a Default, (iii) a Restricted Subsidiary cannot be a Subsidiary of an 
Unrestricted Subsidiary and (iv) the Investment deemed to have been made thereby in such newly-designated 
Unrestricted Subsidiary would be permitted to be made by the covenant described under "-Limitation on Restricted 
Payments.'' 
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The Board of Directors may designate any Unrestricted Subsidiary to be a Restricted Subsidiary; provided 
that (i) such designation shall not cause a Default, (ii) any Indebtedness of such Unrestricted Subsidiary outstanding 
at the time of such designation which will be deemed to have been Incurred by such newly-designated Restricted 
Subsidiary as a result of such designation would be permitted to be Incurred by the covenant described under the 
caption "-Limitation Oll Indebtedness and Disqualified or Prefet,.ed Stock;" (iii) any Lieu on the property of such 
Unrestricted Subsidiary at the time of such designation which will be deemed to have been incW"J"ed by such newly­
designated Restricted Subsidiary as a result of such designation would be pet·mitted to be incurred by the covenant 
described undet· the caption "- Limitation on Liens;" (iv) such Unrestticted Subsidiary is not a Subsidiary of 
another Unrestricted Subsidiary (lhnt is not concurrently being designated as a Restricted Subsidiary), (v) if such 
Restricted Subsjdiary is not organized under the laws of the PRC and is not a Fol'eigu Subsidiary, such Restricted 
Subsidiary shall upon such designation execute and deHver to the Trustee a supplemental indenture by which such 
Restricted Sub3idiary shall become a Subsidiary Guarantor, and (vi) if such Restricted Subsidiary is not organb.ed 
under the laws of the PRC or any other jurisdiction that prohibits the Capital Stock of such Restricted Subsidiary 
from being pledged to secure tbe obligations of the Company or a Subsidiary Guarantor, all Capital Stock of such 
Restricted Subsidiary owned by the Company or any other Restricted Subsidiary shall be pledged, mortgaged or 
charged as required under "-security." 

Gove1·nment Approvals and Licenses; Compliance with Law 

The Company wilJ, and will cause each Restricted Subsidiary to, (i) obtain and maintain in full force and 
effect all governmental approvals, authol"izations, consents, pennits, concessions and licenses as are necessary to 
engage in the Permitted Businesses, (ii) preserve and maintain good and valid title to its properties and ossets 
(including land use rights) free and clear of any Liens other than Permitted Liens and (iii) comply with all laws, 
regulations, orders, judgments and decrees of any governmental body, except to the extent that failure to so obtain, 
maintain, preserve and comply would not reasonably be expected to have a material adverse effect on (A) the 
business, results of operations or prospects of the Company and its Restricted Subsidiaries tnl<en as a whole or {B) 
the ability of the Company or any Subsidiary Guarantor to perfOJm its obitgations under the Notes, the relevant 
Sub3idiary Guarantee or the Indenture. 

Provision of Financial Statements and Reports 

The Company will file with the Trustee and provide the holders of the Notes with copies of all financial 
statements or reports that are distributed by the Company to its members from time to time. 

As of the Originallssue Date, the Memorandum and Articles of Association of the Company will provide 
that the Board of Directors will cause to be delivered to each member: (i) a.~ soon as available, but not later than 180 
days after the end of each financial year of the Company, a copy of the consolidated balance sheet of the Company 
as of the end of such :financial yeaT and the related conso lldated statements of income, changes in equity and cash 
flows for such fmancial year, setting forth in each case in comparative form the figures for tbe previous year, nil in 
reasonable detail and accompanied by a management summary and analysis of the operations for the Company for 
such financial year, and (ii) as soon as available, but not later than 90 days after the end of each financial half-year 
of the Company, a copy ofthe consolidated balance sheet of the Company as of the end of such financial half-year 
and the related consolidated statements of income, changes in equity and cash flows for such financial half-year, and 
accompanied by a management summary and analysis of the operations for the Company for such financial half­
year. In the event that this provision of the Memorandum and Articles of Association of the Company is amended 
after the Original Issue Date, the Company shall provide notice of such amendment to the Trustee as soon as 
practicable following the enactment of such amendment. 

Delivery of such reports nnd information to the Trustoe is tor informational purposes only and the Trustee's 
receipt of them will not constitute constructive notice of any information contuincd therein or determinable from 
information contained therein (including the Company's compliance with any of it covenants under the [ndenture as 
to which the l'rustee is entitled to rely exclusively on an Officer's Certificate). 
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Events of Dcfnult 

The following events will be defined as "Events of Default" in the Indenture: 

(a) default in tho payment of principal of (or premium, if any, on) the Notes when 
the same becomes due and payable at maturity, upon acceleration, redemption or 
otherwise; 

(b) default in the payment of interest on any Note when the same becomes due and 
payable, and such default cotttinues for a period of30 days; 

(c) default in the performance or breach of the provisions of the covenants 
described under "-Consolidation, Merger and Sale of Assets," "-Limitation 
on Indebtedness and Disqualified or Preferred Stock," "-Limitation on 
Restricted Payments,'' "-Limitation on Liens," the failure by the Company to 
make or consummate an Offer to Purchase in the mnnnel' described under the 
captions "-Repurchase of Note.s upon a Change of Contra I Triggering Event" 
or "-Limitation on Asset Sales", the failme by the Company to redeem the 
Notes in the matmer described under the caption "-Mandatory Redemption of 
Notes upon an Entire Sale Transaction" or the failure by the Company to create, 
or cause its Restricted Subsidiaries to create a First Priority Lien on the 
Collateral (subject to any Pennitted Liens) in accordance or otherwise comply 
with the covenant described under the caption "--Security;'' 

(d) the Company or any Restricted Subsidiary defaults in the performance of or 
breaches any other covenant or agreement in the Indenture or under 111e Notes 
(other than a default specified In clause (a), (b) or (c) above) and such default or 
breach continues for a period of 30 consecutive days after written notice by the 
Trustee or the Holders of 25% or more in aggregate principal amount of the 
Notes; 

(c) there occw·s witb respect to any Indebtedness of the Company or any Restricted 
Subsidiary having an outstanding principal amount of US$50.0 million (or the 
Dollar Equivalent thereof) or more in U1e aggregate for all such Jndebtcdncss of 
all such Persons, whether such Indebtedness now exists or shall hereafter be 
created, (A) an event of default that has caused the holder thereof to decltu'e 
such Indebtedness to be due <.Utd payable prior to its Stated Maturity and/or (B) 
the failure to make a principal payment when due; 

(f) any final judgment or order for the payment of money in excess of 
US$50.0 million (or the Dollar Equivalent thereof) in the aggregate for all such 
final Judgments or orders shall be rendered against the Company or any 
Restricted Subsidiary and shall not be paid or discharged for a period of 60 duys 
during which n stay of enforcement of such fmal judgment or order shall not be 
m effect; 

(g) a court having jurisdiction in the premises enters a decree or order tor (A) relief 
in respect of the Company or any Restricted Subsidiary in an involuntruy case or 
proceeding under any applicable bankruptcy, insolvency or other similar law 
now or hereafter in effect (including nny proceeding under any corporate Jaw 
seeking an arrangement of, or stay of proceedings to enforce, som~:~ or all of its 
debts), (B) appointment of n receiver, liquidntor, assignee, custodian, mon itor, 
trustee, sequestrator or similar o.fficinl of the Company or any Restricted 
Subsidial)' or for all or substantially all of the property and assets of the 
Company or any Restricted Subsidiary or (C) the winding up or liquidation of 
the affairs of the Company or any Restricted Subsidiary nnd, in each case, such 
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decree or order shall remain unstayed nnd in effect for a period of 60 
consecutive days; 

(b) the Company or any Restricted Subsidiary (A) commences a voluntary case or 
proceedi-ng under any applicable bankruptcy, insolvency or other simHur Jaw 
now or hereafter in effect (including any proceeding under any corporate law 
seeking an arrangement of, or stay of proceedings to enfol'ce, some m· all of its 
debts), or consents to the entry of an order for relief in an involuntary case or 
proceeding under any such law, (B) consents to the appointment of or taking 
possession by a receiver, liquidator, assignee, custodian, monitor, trustee, 
sequestrtJtor or sjmiJar official of the Company or any Restricted Subsidiary or 
for all or substantially all of the property and assets of the Company or uny 
Restricted Subsidiary or (C) effects any general assignment for the benefit of 
creditors; 

(i) nny Subsidiary Guarantor repudiates its obligations under its Subsidiary 
Guarantee or, except as permitted by the Jndenturc, any Subsidiary Guarantee is 
determined to be unenforceable or invalid or shall for any reason cease to be in 
full force and effect; 

G) any default by the Company or any Subsidiary Guarantor Pledgor in the 
performance of any of its obligations tmder the Security Documents or the 
Indenture, which adversely affects the enforceability, validity, perfection or 
priority of the applicable Lien on the Collrtteral or which adversely affects the 
condition or value of the Collateral, taken as a whole, in any material respect; or 

(k) the Company or any Subsidiary Guarantor Pledgor repudiates its obUgations 
under any Security Document or, other than in accordance with the lndenture 
and the Security Documents, any Security Document ceases to be or is not in 
full force and effect or the Trustee ceases to have a first priority Lien ill tl1e 
Collateral (subject to any Permitted Liens). 

lf an Event of Default (other than an Event of Default specified In clause (g) or (h) above) occurs and is 
continuing under the Indenture, the Trustee or the Holders of at least 25% in aggregate principal amount of the 
Notes, then outstanding, by written notice to the Company (and to the Trustee if such notice is given by the 
Holders), may, and the Trustee fit the request of such Holders shall, declare the principal of, premium, if any, and 
accrued and unpaid interest on the Notes to be immediately due and payable. Upon a declaration of acceleration, 
such principal of, premium, if any, and accrued and unpaid interest shall be immediately due and payable. In the 
event of a declaration of acceleration because an Event of Default set forth in clause (e) above ha8 occun·ed and is 
continuing, such declaration of acceleration shall be automatically rescinded a11d annulled if the event of default 
triggering such Event ofDeftmlt pursuant to clause (e) shall be remedied or cured by the Company or the relevant 
Restricted Subsidiary or waived by the holders of the relevant Indebtedness within 60 days after the declaration of 
acceleration with respect thereto. If an Event of Default specified in clause (g) or (h) above occurs with respect to 
the Company or any Restricted Subsidiary, the principal of, premium, if any, und accrued and unpaid interest on the 
Notes then outstanding shall automatically become and be immediately due and payable without any declaration or 
other act on the part of U1e Trustee or any Holder. The Holders of at least a m{\jodty in priJlcipal amount of the 
outstanding NGtes by written notice to the Company and to the Trustee, may waive all past defaults and rescind and 
annul a declaration of acceleration and its consequences if (x) all exjsting Events of Default, other than the 
nonpayment of the principal of, premium, if any, and interest on the Notes that have become due solely by such 
declaration of acceleration, have been cured or waived, (y) the rescission would not conflict with any judgment or 
decree of a court of competent jurisdiction, and (z) the Company hns pnid to the Trustee all fees, expenses and 
amounts owed to the Trustee in collnection with S\ICh Event of Default. For information us to the waiver of defaults, 
see "-Amendments and Waiver." 

If an Event of Default occurs and is continuing, the Trustee may, and shall upon request of Holders of at 
least 25% in aggregate principal amount of outstanding Notes, instruct the Secm·ity Trustee to foreclose on the 
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Collateral in accordance with the terms of the Security Documents and take such ftnther action on behalf of the 
Holders of the Notes with respect to the Collateral as the Trustee is h1structed by such Holders. See "-Security." 

TJJe Holders of at least a majority in aggregate principal amount of the outstanding Notes may direct the 
time, method and place of conducting any proceeding for any remedy available to the TJUstee or exercising any trust 
or power conferred on the Trustee. However, the Trustee may refuse to follow any direction that conflicts with Jaw 
or the Indenture, that may involve the Trustee in personal liability, or that the Trustee detennines in good faith may 
be unduly prejudicial to the rights of Holders not joining in the giving of such direction and may take nny other 
action it deems proper that is not inconsistent with any such direction received rrom Holders. A Holder may not 
pursue any remedy with respect to the Indenture or the Notes ltnless: 

(1) the Holder gives the Trustee written notice of a continuing Event ofDefault; 

(2) the Holders of at least 25% in aggregate principal amount of outstanding Notes make a written 
request to the Trustee to pursue the remedy; 

(3) such Holder or Holders offer the Trustee indemnity reasonably satisfactory to the Trustee against 
any costs, liability or expense; 

(4) the Trustee does not comply with the request within 60 days after receipt of the req\lest and the 
offer of indemnity; and 

(5) during such 60-day period, the Holders of a majority in aggregate principal amount of the 
o\Jtstanding Notes do not give the Trustee a direction that is inconsistent with the request. 

However, such limitations do not apply to the right of any Holder to receive payment of the principal of, 
premium, if any, or interest on, such Note or to bring suit for the enforcement of any such payment, on or after the 
due date expressed in the Notes, which right shall not be impaired or affected without the consent oftbe Holder. 

Officet·s of the Company, one of whom must be the Company's principal executive officer, principal 
financial officer or principal accounting officer, must cer-tify in an Officer's Certificate, on or before a date not more 
than 120 days afte~ the end of each fiscal year, that a review has been conducted of the activities of the Company 
nod its Restricted Subsidiaries and the Company's and its Restricted Subsidiaries' performance under the Indenture 
and that the Company has fulfilled all obligations thereunder, or, if there has been a default in the fulfillment of any 
such obligations, specifying each such default and the nature and status thereof. The Company will also be obliga1ed 
to notify the Trustee of any default or defaults in the performance of any covenants or agreements under the 
fndeutW'e. 

Consolidation, Merger and Snle of Assets 

The Company will not consolidate with, merge with or into another Pel'son, permit any Person to merge 
with or into it, or sell, convey, transfer, lease or otherwise dispose of all or substantially all of its and its Restricted 
Subsidiaries' properties and assets (computed on n consolidated bnsis) (as an entirety or substantially an entirety in 
one transaction o•· n series of related transactions), unless: 

(I) the Company shall be the continuing Person, or the Person (if otl1er than it) formed by 
s1tch consolidation or merger or that acquired or leased such prop~:rty and assets (the 
"Surviving Person") shall be an exempted company lim)tcd by shares organized and 
validly existing undel' the laws of the Cayman Islands and shall expressly assume, by a 
supplemental indenture, executed and delivered to the Trustee, all the obligations of the 
Company under the Jndentwe, the Notes and the Sec11rity Documents, as the case may 
be, and the Indenture, the Notes and the SecLu·ity Documents, as the case may be, shall 
remain in full force and effect; 

(2) immediately after giving effect to such transaction, no Dcfattlt shall have occurred and be 
continuing; 
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(3) immediately after giving effect to such transaction on a proforma basis, the Company or 
Lbe Surviving Person, as the case may be, shall have a Consolidated Net Worth equal to 
or greater than the Consolidated Net Worth of the Company immediately prior to such 
transaction; 

(4) immediately after giving effect to such transaction on a proforma b11sis the Company or 
the Surviving Person, as the case may be, could Incur at least US$) .00 of Indebtedness 
under t11e first paragraph of the covenant under the caption "-Limitation on 
Indebtedness and DisquaHfied or Preferred Stock;" 

(5) the Compa11y delivers to the Trustee (x) an Officer's Certificate (attaching the arithmetic 
computations to demonstrate compliance with clauses (3) and (4)) and (y) an Opinion of 
Counsel, in each case stating that such consolidation, merger or transfer and such 
supplemental indenture complies with this provision and that all conditions precedent 
provided for herein relating to such transaction have been complied with; and 

(6) each Subsidiary Guarantot•, unless such Subsidiary Guarantor is the Person with which 
the Company has entered into a transaction described under the caption "­
Consolidation, Merger and Sale of Assets," shaH execute and deliver a supplemental 
indenture confim1ing that its Subsidiary Guarantee shall apply to the obligations of th6 
Company or the Surviving Person in accordance with the Notes and tho Indenture. 

No Subsidiary Guarantor will consolidate with, merge with or into another Person, penuit any Person to 
merge with or into it, or sell, convey, transfer, lease or otherwise disposo of all or substantially a!J of its and its 
Restricted Subsidiaries' properties and assets (computed on a consolidated basis) (as an entirety or substantially an 
entirety in one transaction or a series of related transactioru:) to another Person (other than the Company or another 
Subsidiary Guarantor), unlcs$; 

(J) such Subsidiary Guarantor shall be the continuing Person, or the Person (if other than it) 
fanned by such consolidation or merger or that acquired or leased such property and 
assets shall be the Company, another Subsidiary Guarantor or shall become a Subsidiary 
Guarantor concutTently with the transaction; 

(2) immediately after giving effect to 11uch transaction, no Default shall have occmTed and be 
continuing; 

(3) immediately after giving effect to such transaction on a pro forma basis, the Company 
shall have a CaJlsolidated Net Worth equal to or greater than the Consolidated Not Worth 
of the Company immediately prior to S\1Ch transaction; 

(4) immediately after giving effect to such transaction on a pro forma basis, the Company 
could Incur at least US$1.00 of Indebtedness under the first paragraph of the covenant 
under the caption ''- Limitation on Indebtedness and Disqualified or Preferred Stock"; 
and 

(5) the Company delivers to the Trustee (x) an Officet•s Certificate (attaching the arit:hmclic 
computations to demonstrate compliance with clauses (3) and (4)) and (y) Opinion of 
Counsel, in each caso stating that such consolidation, merger or transter and such 
supplemental indenture complies with this provision and that all conditions precedent 
provided for herein relating to such transaction have been complied with; 

provided that this paragraph shall not apply to any Entire Sale Transaction, which transaction shall be subject to and 
governed by the provisions that 1-equire the Company to redeem all of the Notes in the manner described Wlder the 
caption "-Mandatory Redemption of Notes upon an Entire Sale Transaction", and shall not otherwise apply to any 
other sale or otJJcr disposition that complies with the "Jjmitation on Asset Sales" covenant or any Subsidiary 
Guarantor whose Subsidiary Guurantee is unconditionally released in accordance with the provisions described 
under "- Release of the Subsidiary Guarautees." 
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The foregoing provisions would not necessarily nfford holders of the Notes protection in the cveJJt of 
higl1ly leveraged or other ll'ansactions involving the Company that may ndversely affect holders of tl1c Notes. 

No J>nymcnts for Consents 

The Company will not, and shall not permit any of its Subsidiaries to, directly or indirectly, pay or cause to 
be paid any consideration, whether by way of inteJ·est, fee or otherwise, to any Holder of R.lly Notes for or as an 
inducement to any consent, waiver or amendment of any of the terms or provisions of the Indentures or the Notes 
1m less such consideration is offered to be pnicl or is paid to all Holders of the Notes that consent, waive or agree to 
amend in the time frame set forth in the solicitation documents relating to such consent, waiver or agreement. 

DefeaSflllCe 

Defeasance and Discharge 

The Indenture will provide that the Company witl be deemed to have paid and will be discharged from any 
and all obligations in respect of the Notes on the 365th day after the deposit referred to below, and the provisions of 
the Indenture and the Security Documents w1ll no longer be in effect with respect to the Notes (except for, among 
other matters, certain obligations to register the transfer or exclumge of the Notes, to replace stolen, lost or mutile1ted 
Notes, to maintain payh1g agencies and to hold monies for payment in trust, and certain obligations owed to the 
Trustee and the Secudty Trustee) if, among other things: 

(a) the Company has deposited with the Trustee, in trust, money and/or U.S. Government Obligations 
that through the payment of interest and principal in respect thereof in accordance with their te1ms 
will provide money in an amount sufficient (in the case of U.S. Government Obligations, in the 
opinion of a rept1table fu·m of ce1tified accountants) to pay the principal of, premium, if any, and 
accrued interest on the Notes on the Stated Maturity of such payments In accordance with the 
terms of the Indenture and the Notes, 

(b) the Company has delivered to the Trustee (1) eithe1· (x) an Opinion of Counsel to the effect that, as 
a result of a change occurring after the Original Jssue Date in applicable U.S. federal income tax 
Jaw, Holders will not recognize income, gain or loss for United States federal income tax purposes 
as a result of the Company's exercise of its option under this "Defeasance" provision and wlll be 
subject to United States federal income tax on the same amount and in the same manner and at the 
same times as would have been the case i.f such deposit, defeasance and discharge had not 
occurred m· (y) a ruling directed to the Trustee received from the U.S. Internal Revenue Service to 
the same effect as the af01·ementioned OpiJ1ion of Counsel and (2) an Opinion of Counsel to the 
effect that t11e creation of the defeasance trust does not violate the U.S. Investment Company Act 
of 1940, as amended, and after the passage of 365 days following the deposit, the trust fund will 
not be subject to the effect of Section 547 of the United States Bankmptcy Code or Section 15 of 
the New York Debtor and Creditor Law, and 

(c) immedh1tely after giving effect to such deposit on a proforma basis, no Event of Default, or event 
that after the gJving of notice or lapse of time or both would become an Event of Default, shall 
have occurred and be continuing on the date of such deposit or during the period ending on the 
365 th day aner the date of such deposit, and such defeasance shall not res\dt in a breach or 
violation of, or constitute a default under, any other agreement or instrument to which the 
Company or any of its Restricted Subsidiaries is a party or by which the Company or any of its 
Restricted Subsidiaries is bound. 

In the case of either discharge or defca~ance of the Notes, tl1e Subsidiary Guarantees will terminate. 

D efeas(l n cc of Certain Covenants 

The indenture further will provide that the provisions of the indenture will no longer be in effect with 
respect to clauses (3), (4) and (5)(x) under the flrst paragraph and clauses (3), (1\) und (5)(x) under the second 
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paragraph under "Consolidation, Merger and Sale of Assets" and all the covenants described herein under 
"Covenunts," clause (c) under "Events of Default" with respect to such clauses (3), (4) and (5)(x) under the first 
paragraph and clauses (3), (4) nnd (5)(x) under the second paragraph under "ConsolidatioJJ, Merger and Sale of 
Assets," clause {d} \lnder "Events ofDefault" with respect to such other covenants and clauses (c), (f), (i), G) and (lc) 
under "Events of Default" shall be deemed not to be Events of Default upon, among other things, lbe deposit with 
the Trustee, in trust, of money and/or U.S. Government Obligations that through the payment of interest and 
pl"incipal in respect thereof in accordance with their terms will provide money in an amount sufficient to pay the 
pl'incipal of, premium, if any, and accrued interest on the Notes on the Stated Maturity of such payments in 
accordance with lbe terms of the Tndenture and U1e Notes, the satisfaction of the provisions described in clause (b )(2) 
of the preceding paragraph and the delivery by the Company to the Trustee of an Opinion of Counsel to the effect 
that, among other things, the Holders will not recognize income, galn or loss for United States federal income tax 
purposes as a result of such deposit and defeasance of certain covenants and Events of Default and will be subject to 
federal income tax on the same amount and in the same manner and at the same times as would have been the case if 
such deposit and defeasance had not occurred. 

As a condition to the Company exercising its right to dischnrge or defense the Notes or to defense the 
covenants as provided in the immediately preceding paragraphs, the Company shall have delivered to the Trustee an 
Officer's CeJtificate and an Opinion of Counsel, each stating that aJl conditions precedent provided for relAting to 
such discharge and/or defeasance have been complied with. 

Defeasance and Certain Other Events of Default 

In lhe event the Company exercises its option to omit compliance with certain covenants and provisions of 
the Indenture with respect to the Notes as described in the immediately preceding paragraph and the Notes are 
declared due and payable because of the occurrence of an Event of Default that remains applicable, the amount of 
money and/or U.S. Government Obligations on deposit with tho Trustee wiJI be sufficient to pay amounts due on the 
Notes at the time of their Stated Matw·ity but may not be sufficient to pay amotmts due on U1e Notes at lhe time of 
the acceleration resulting from such Bvent of Default. However, the CompatlY wiJI remain Hable for SliCh payments. 

Amendments and Waiver 

Amendments Without Consent of Holders 

The Indenture or any Security Document may be amended, without the consent of any Holder, to: 

(I) cure any ambiguity, defect or inconsistency in the Indenture, the Notes or any Security 
Document; 

(2) comply with the provisions described under "Consolidation, Merger and Sale of Assets;" 

(3) evidence and provide for the acceptance of appointment by a successor Trustee; 

(4) add any Subsidiary Guarantor or any Subsidiary Guar!Ultee or release any Subsidiary 
Guarantor from any St1bsidiary Guarantee as provided or permitted by the terms of the 
Indenture; 

(5) provide for the issuance of Additional Notes (including PIK Notes) in accordance with 
the limitations set torth in the lndenture; 

(6) add any Subsidiary Guarantor Pledgor or rolease any Subsidiary Guarantor Pledgor as 
provided or permitted by the tenns of the Indenture; 

(7) add aduitional Collateral to secure the Notes or any Subsidiaiy Guanmtee; 

(8) etfcct any change to the Indenture in a manner necessary to comply with the procedures 
ofDTC; 
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(9) permit Permitted Priority Secured Indebtedness (including, without limitation, permitting 
the Trustee to enter into any lllllendments to the Security Documents or the Indenture and 
take any other action necessary to permit the creation and J:egistration of Liens on the 
Collateral to secure Permitted Priority Secured Indebtedness, in accordance with the 
Indenture); or 

(10) make any other change that would provide additional rights or benefits to the Holders or 
that does not adversely affect the rights of any Holder. 

Amendments with Consent of Holders 

Amendments of the Indenture or any Security Document may be made by the Company, the Subsidiary 
Guarantors and the Trustee with the consent of the Holders ofnot less than a majority in aggregate principal amount 
of the outstanding Notes; provided, however, 

(a) that no such modification or amendment may, without the consent of each Holder affected 
thereby: 

(I) change the Stated Maturity of the principal of, or any installment of interest on, any Note; 

(2) reduce the principal amount of, or premium, if any, or Interest on, any Note; 

(3) change tho currency of payment of principal of, or premium, if any, or interest on, any 
Note; 

(4) impair the right to institute suit for the enforcement of any payment on or after the Stated 
Maturity (or, in the case of a redemption, on or after the redemption date) of any Note; 

(5) reduce (i) the above stated percentage of outstanding Notes, or (U) the stated percentage 
of outstanding Notes referred to in clause {b) below, the consent of whose Holders is 
necessary to modify or amend the Indenture; 

(6) waive a default in the payment of principal of, premium, if any, or interest on the Notes; 

(7) reduce the percentage or aggregate principal amount of outstanding Notes the conse11t of 
whose Holders is necessary for waiver of compliance with certain provjsions of the 
Indenture or for waiver of certain defaults; or 

(8) amend, change or modify any provision of the Indenture or the related definition 
affecting ~he ranking of the Notes or any Subsidiary Guarantee in a manner which 
adversely affects the Holders, and 

(b) that no such modiflcation or amendment may, without the consent of the Holders of not less than 
80% in aggregate principal amount of the outstanding Notes affec1ed thereby: 

(I) release any Subsidiary Guarantor from its Subsidiary Guarantee, except as provided in 
the Indenture; 

(2) release any Collllteral, except as provided in the Indenture and lhe Security Documents; 

(3) Amend, change or modify any Subsidiary GuarAntee in a manner that adversely affects the 
Holders; 

(tl) amend, change or modify any provision of any Security Document, or any provision of 
the Indenture relating to the Collateral, in 11 manner that adversely affects the Holders, 
except in accordance with the other provisions of the Indenture; 
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(5) change the redemption date or the redemption price of the Notes from that stated under 
the captions "Optional Redemption'' or "Redemption for Taxation ReasoJJs;"or 

(6) amend, change or modify the obligation of the Company or any Subsidiary Guarantor to 
pay Addition11l Amounts. 

Unclaim ed Money 

Claims against the Company for the payment of principal of, premium, if any, or interest, on the Notes will 
become void unless presentation for payment is made as required in the Indenture within a period of six years. 

No Personal Liability of Incorporators, Stocltholders, Members, Officers, Directors or Employees 

No recourse for the payment of the pdncipal of, premium, if any, or intere:~t on any of the Notes or for any 
claim based thereon or otherwise in respect thereof, and no recolU'se under or upon nny obligation, covanant or 
agreement of the Company or any of the Subsidiary Guarantors in the Indenture, or in any of the Notes o1· the 
Subsidiary Guarantees or because of tho creation of any lndebtedness represented thereby, shall be bad against any 
incorporator, stockholder, member, officer, director, employee or controlling person of the Company or of any of the 
Subsidi11ry Guarantors or of any successor Person !hereof. Each Holder, by Hccepting the Notes, waives and releases 
all such liability. The waiver and release are prut of the consideration for the Jssuance of the Notes and the 
Subsidiary Guarantees. Such waiver may not be effective to waive !labilities under the federal securities laws. 

Concerning the Trustee and tbe .Paying Agent 

Computershare Trust Company, N.A. is to be appointed as Trustee ·under the Indenture and Computershare 
Trust Company, N.A. is to be appointed as registrar and paying agent (the "Paying Agent") with regard to the Notes. 
Except during the continuance of a Default, the 'l'l'ustee will not be liable, except for the performance of such duties 
as are specifically set forth in the Indenture. If an Event of Default has occUlTed nnd is continuing, the Trustee will 
use the same degree of care and skill in its exercise of the rights and powers vested in it under the Indenture as a. 
p1·udent person would exercise under the circumstances in the conduct of such person's own aftrul's. 

The Indenture contains limitations on the r ights of the Trustee, should it become a creditor of the Company 
or any of the Subsidiary Guarantors, to obtain payment of claims in certain cases or to realize on certaln property 
received by il In ·respect of any such claims, as security or otherwise. The Trustee is permitted to engage in other 
transactions; provided, however, that if it acquires any contlicting interest, it must eliminate such c.onflict or resign. 

Computershm·e Trust Company, N.A. will initially act as Security Trustee under the Security Documents in 
respect of tho Security over the Collateral. The Security Trustee, acting inlts capacity as such, shall have such duties 
with respect to the Collateral pledged, mortgaged ot· charged pursuant to the Security Documents as are set forth in 
the ludenture and the Security Documents. Under certain circumstances, the Security Trustee may have obligations 
under the Security Documents that nre in conflict with the interests of the Holders. The Trustee and the Security 
Trustee will be under no obligation to exercise any rights or powers conferred under the Indenture or any of the 
Security Documents .I:' or the benefit of the Holders unless such Holders have offered to the Trustee and the Security 
Trustee Indemnity or security reMonably satisfactory to the Trustee and the Security Tmstee against any loss, 
liability or expense. 

Furthermor~, each Holder, by accepting the Notes will agree, for the benefit of the Trustee and the Security 
Trustee, that it is solely responsible for its own independent appraisal of and investigation into all risks arising under 
or in connection with the Security Documents and has not relied on and will not at any time rely on the Trustee or 
the Security Trustee in respect of such risks. 

llook-Entl'y; Delivery and Fol'm 

The certificates representing the Notes will be issued in fully registered form without interest coupons. 
Notes will initially be represented by one or more permanent global notes in definitive, fully registered fo1m without 

75 5 



756 

- 31 -

interest coupons (each a "Global Note") and will be deposited with the Trustee as custodian for, and registered in the 
name of a nominee of, DTC. 

Each Global Note (and any Notes issued for exchange therefor) will be subject to certain restrictions on 
transfer set forth therein as described under "Transfer Restrictions." 

Ownership of beneficial intet•ests in a Global Note will be limited to persons who have accounts with DTC 
("participants") or persons who hold interests through participants. Ownership of beneficja) interests in a Global 
Note will be shown on, and the transfer of that owne1·ship will be effected only through, records maintained by DTC 
or its nominee (with 1·espect to interests of participants) ru1d the records of participants (with respect to inte1·ests of 
persons other than pruticipants). 

So long as DTC, or its nominee, is the registered owner or holder of a Global Note, DTC or such nominee, 
as the case may be, will be considered the sole owner Ol' holder ofthe Notes represented by such Global Note for all 
purposes under the 1ndenture and the Notes. No beneficial owner of an interest in a Global Note will be able to 
transfer that interest except in accordance with DTC's applicable procedures, in additio11 to those provided for under 
the Indenture. 

Payments of the principal of, and interest on, a Global Note will be made to DTC or its nominee, as the 
case may be, as the registered owner thereof. Neither the Company, nor any of the Subsidjary Guarantors, the 
Trustee nor any Paying Agent will have any respoosjbllity or liability for any aspect of the records relating to or 
payments made on account of beneficial owne1·ship interests in a Global Note or for maintaining, supervising or 
reviewing ruty records relating to such beneficial ownership interests. 

The Company expects that DTC or its nominee, upon receipt of any payment of principal ot· interest in 
respect of a Global Note, will credit participants' accounts with payments in amounts prop01tionate to their 
respective beneficial interests in the principal amount of such Global Note as shown on the records of DTC or its 
nominee. The Company also expects that payments by pn.tticipants to owners of beneficial interests in such G1obal 
Note held through such patticipants will be governed by standing instructions and customary practices, as is now the 
case with securities held for the accounts of customers registered in the names of notninee8 for such customers. Such 
payments will be the responsibility of such participants. 

Transfers between participants in DTC will be effected in the ordinary way in accordance with DTC rules 
and will be settled in same-day funds. 

The Company expects that DTC will take any action permitted to be taken by a Holder (including the 
presentation of Notes for exchange as described below) only at the direction of one or more participants to whose 
account the DTC interests in a Global Note is credited and only in respect of such portion of the aggregate prjneipal 
amount ofNotcs as to which such participant or p11rtieipants has or have given such direction. However, if there is 
an Event ofDefaull under the Notes, DTC wm exchange the applicable Global Note for Certificated Notes, which it 
will distribute to its participants and which may be legended as set forth under the heading "Transfer Restrictions." 

Although DTC is expected to follow the foregoing procedures in order to facilitate transfers of interests in a 
Global Note among participants of DTC, it is under no obligation to perform or continue to perform such 
procedures, and such procedures may be discontinued at any time. None of the Company, any of tile Subsidiary 
Gu11ranlors, the Trustee or any Paying Agent will have any responsibility for the porfonnance by DTC or its 
participants or indirect patticipants of its obligations under the rules and procedures governing its operations. 

If DTC is at any time unwilling or unable to continue as a depositary for the Global Notes and a successor 
depositary is not appointed by the Company within 90 days, the Company will issue Certificated Notes in registered 
form, which may becu· the legend referred to under "Tr<msfer Restrictions," in exchange for the Global Notes. 
Holders of an interest in a Global Note may receive Certificated Notes, which may bear the legend referred to under 
"Transfer Restrictions," in accordance with the DTC's rules and procedures in addition to lhoso provided for under 
the Indenture. 
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The Clearing System 

General 

DTC has advised the Company as follows: 

DTC. DTC Is a limHe<.l-purpose trust company organized under the laws of the State of New York, a 
"banking organization" within the meaning of New York Banking Law, a member of the Federal Reserve System, a 
"clearing corporation" within the meaning ofthc New York Uniform Commercial Cocle, and a "clearing agency" 
registered pursmmt to the provisions of SectJion 17 A of the Exchange Act. DTC was created to hold securities of its 
participants and to facilitate the clearance Wld settlement of securities transactions among its participants in such 
scclrritics through eleco·onic book-entry changes In accounts of its participants, thet·eby eliminating the need for 
physical movement of securities certificates. OTC's participants include securities brokers and dealers, banks, trust 
companies, clearing corporations, and certnil1 other organizations, some of whom own DTC, and may include the 
dealer m11noger. Indirect access to tlte DTC system js also available to others that clear through or maintain a 
custodial relationship with a DTC participant, either directly or indjrectly. Transfers of ownership or other interests 
in Notes in DTC may be made only through DTC partjcipants. ln addition, beneficial Gwners of Notes in DTC will 
recejve all distributions of p1·incipal of and interest on the Notes from the Trustee through such DTC participant. 

Deposit and Holding of Notes; Settlement 

All Notes issued in tho form of global notes will be deposited with the Trustee as custodian for DTC. 
Jnvestors' interests in Notes held in book·entry form by DTC will be represented tlu·ough financial institutions acting 
on their behalf as direct and indirect participants in DTC. 

Investors holding their Notes through DTC must follow the settlement practices applicable to United States 
corporate debt obligations. The securities custody accounts of investors will be credited with their holdings against 
payment in same day funds on the settlement date. 

Secondary Morh:et Trading 

Beca11se the purchaser determines the place of del'lvery, it is important to establish at the time of trading of 
any Notes where both the purchaser's and seller's accounts a1·e located to ensure that settlement can be made on the 
desired value date. 

Trading between DTC Parlic;pants. Secondary market trading between DTC participants will occur in the 
ordinary way in accordance with DTC mles and will be settled using the procedures applicable to United States 
corporate debt obligations in same-day funds using DTC's Same Day Funds Settlement System. 

The sale proceeds will be ava1lable to the DTC seller on the settlement date. Thus, to the DTC pa1ticipant, a 
cross-market transaction will settle no differently than a trade between two DTC participants. 

None of the Company, the Trustee or any Paying Agent will have any responsibility for the performance by 
DTC or its respective participants or indirect participants of its obligations under the rules and procedures governing 
their operations. 

Notices 

All notices or demands required or petmitted by the te1·ms of the Notes or the Indenture to be given to or by 
the Holders are required to be in writing and may be given or served by being sent by prepaid courier or by being 
deposited, first-class postage prepaid, in the United States mail (if intended for the Company or any Subsidiary 
Glnuantor or the Trustee) addressed to the Company, such Subsidiary Guarantor or the Trustee, as the case may be, 
at the corporate trust office of the Trustee; and (if intended for any Holder) addressed to such Holder at such 
Holder's last address as it appears in the Note register. 
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Any such notice or demand will be deemed to have been sufficiently given or served when so sent or 
deposited and, if to the Holders, when delivered in accordance with the applicable l'Uics ond procedures of DTC. 
Any such notice shall be deemed to have been delivered on the day such notice is delivered to DTC or if by mall, 
when so seut or deposited. 

Consent to Jurisdiction; Service of Process 

The Company and each of the Subsidiary Guarantors will irrevocably (i) submit to the non-exclusive 
jtu·isdiction of any U.S. Federal or New York State court located in the Borough of Manhattan, The Cjty of New 
York in connection with any suit, action or proceeding arising out of, or relating to, the Notes, any Subsidiary 
Guarantee, the Indentw·e or any transaction contemplated thereby and (ii) designate and appoint a reputable 
professional service company in New York City, New York for receipt of service of process in any such suit, action 
or proceeding. 

Governing Law 

Each of the Notes, the Subsidiary Guarantees and the Indenture provides that such instrument will be 
governed by, and construed in accordance with, the laws of the State of New York without giving effect to 
applicable plinciples of conflicts oflaw to the extent that the application of the law of another jurisdiction would be 
required thereby. 

Definitions 

Set forth below are defined terms used in the covenants and other provisions of the Indenture. 

Reference is made to the Indenture for other capitalized terms used in this "Description of the Notes" for 
which no definition is provided. 

"Acquired lndebtedness" means Indebtedness of a Person existing at the time such Person becomes a 
Restricted Subsidiary or Indebtedness of a Restricted Subsidiary assumed in connection with an Asset Acquisition 
by such Restricted Subsidiary. 

"Adjusted Treasury Rate" means, with respect to any redemption date, the rate per annum equal to the 
~cmi-arulUal equivalent yield in maturity of ihe Comparable Treasury Issue, assuming a price for the Comparable 
Treasury Issue (expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for such 
redemption date. 

''Affiliate" means, with respect to any Person, any other Person (i) directly or indirectly controlling, 
controlled by, or under direct or indirect common control with, such Person or (ii) who is a director or officer of 
such Person or any Subsidiary of such Person or of any Person referred to in clause (i) of this definition. For 
purposes of this definition, "control" (including, with correlative meanings, the terms "controlling," "controlled by" 
and "under common control with"), as applied to any Person, means the possession, directly or indirectly, of the 
power to direct or cause the direction of the management and policies of such Person, whether through the 
ownership of voting securities, by conh'act or otherwise. 

"Applicable Premium" means with respect to an Note at any redemption date, the greater of (J) 1.00% of 
the principal amount of such Note nnd (2) the excess of (A) the present value at such redemption d11tc of (x) the 
redemption price of such Note at the fourth anniversary date ofthe Original Issue Date (such redemption price being 
set forth in the table appearing under the caption "-Optional Redemption''), plus (y) all required remaining 
scheduled interest payments due on such Note (but excluding accrued and unpaid interest to the redemption dntc) 
through the fourth anniversary date ofthe Original Issue Date, computed using a discount rate equal to the Adjusted 
Treasury Rate plus 50 basis points, over (B) the principal amount of such Note on such redemption date. 

"Asset Acquisition" means (1) an investment by tJ1e Company or any of its Restricted Subsidiaries in any 
other Person pursuant to which suc.h Person shall become a Restricted Subsidiary or shall be merged into or 
consolidated with the Company or any of its Restricted Subsidiaries, or (2) an acquisitio11 by the Company or any of 
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its Restricted SlJbsldiaries of the property and assets of any Person other than the Company or any of its Restricted 
Subsidiaries that constitute substantially all of a division or line of business of such Person. 

"Asset Disposition" means tho sale or other disposition by the Company or any of its Restricted 
Subsidiaries (other than to the Company or another Restricted Subsidiary) of (1) all or substm1tially all of the Capital 
Stock of any Restricted Subsidiary or (2) all or substantially all of the assets that constitute a division or line of 
business of the Company or any of its Restricted Subsidiaries. 

"Asset Snle" means uny sale, transfer or other disposition (including by way of merger, consolidation or 
Sale and Leaseback Transaction) of any of its property or assets (including Capital Stock of a Restricted Subsidiary) 
in one transaction or a series of related transactions by the Company or any of its Restricted Subsidiaries to any 
Person other than the Company Ol' any Wholly-Owned Restricted Subsidiary; provided that "Asset Sale" shall not 
include: 

(a) sales or other dispositions of invento1y, receivables and other current assets (jncluding, but not 
limited to wood chips, logs, lumber, and mftnufactl.Jred wood and wood panel products) or 
standing timber in the ordinary course of business, 

(b) any disposition that constitutes a Change of Control or an Entire Sale Transaction; 

(c) sales, transfers or other dispositions of assets constituting a Permitted fuvestment or Restricted 
Payment petmitted to be made under U1e "Limitation on Restricted Payment:~" covenant, 

(d) sales, transfers or other dispositions of assets with a Fair Market Value not in excess of 
US$5.0 million (or the Dollar Equivalent thereof) in any transaction or se1ies of related 
transactions, 

(e) any sale, transfe1·, assignment Ol' other disposition of any property, or equipment that has become 
damaged, worn out, obsolete or otherwise unsuitable for use in connection with the business ofthe 
Company or its Restricted Subsidiaries, 

(f) any, transfer, assignment or other disposition deemed to occur in connection with creating or 
granting any Permitted Lien, or 

(g) a transaction covered by the covenant under the caption "- Consolidation, Merger and Sale of 
Assets." 

"Avemge Life" means, at any date of determination with respect to any Tndebtedncss, tbe quotitmt obtained 
by dividing (t) the sum ofthe products of (a) the number of years from such date of determination to the dates of 
each successive scheduled principal payment of such lndebtedness and (b) the amount of such principal payment by 
(2) the sum of all such principal payments. 

"Board of Directors" means the board of directors elected or appointed by the members of the Company to 
manage the business of the Company or any committee of such board duly authorized to take the action purported to 
be taken by such committe-e. 

"Board Resolution" means any resolution of the Board of Directors taking an action which it is authorized 
to take aod adopted at a meeting duly called and held at which a quorum of disinterested members (if so retJlllrcd) 
was present and acting throughout or adopted by written resolution executed by every member of the Board of 
Directors, 

"Business Day" means any day which is not a Saturday, Sunday, legal holiday or other day on which 
banking institutions in The City of New York, United States, tl1e city in which the Corporate Trust Office of the 
Trustee is located, Hong Kong or tho Cayman Islands (or in any othe1· place in which payments on the Noles are to 
be made) are authorized by law or governmental regulation to close. 
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"Capital Stock" means, with respect to nny Perso1l, any and ull shares, interests, participations or other 
equivalents (however designated, whether voting or non-voting) in equity of such Person, wllether outstanding on 
the Original Issue Date or issued thereafter, including, wi!JJOut limitation, all Common Stock and Preferred Stock, 
but excluding any debt securities convertible into such equity. 

"Capitalized Lease" means, with respect to any Person, any lease of any property (whether real, personal or 
mixed) which, in conformity with IFRS, is required to be capitalized on tho balance sheet of such Person. 

"Capitalized Lease Obligations" means the discounted present value of the rental obligations under a 
Capitalized Lease. 

11Change of Control" means the occurrence of one or more of the following events; 

{I) the merger. amalgamation, or consolidation of the Company with or into another Person or the 
merger or amalgamation of another Person wtth or into the Company, or the sale of al1 or 
substantially all the assets of t:he Company to another Person (other than an Entire Sale 
Transaction); 

(2) any "person" or "grm1p" (as such terms are 11sed for purposes of Sections 13(d) and 14(d) of the 
Exchange Act) is or becomes the 11beneficial owner" (as sttch term is used in Rule 13d-3 under tho 
Exchange Act), directly or indirectly, of more than 35% of the total voting power of the Voting 
Stock of the Company; 

(3) tl1e majority of the directors of the Company are not Continuing Directors; or 

(4) the adoption of a plan relating to the liquidation or dissolution ofthe Company. 

"Change of Omtrol Triggering Event" means the occurrence of a Change of Control. 

"Collateral" means all collateral securing, or purported to be securing, directly or indirectly, the Company's 
obligations under the Indenture, the Security Documents and the Notes, any Subsidiary Guarantee, Permitted 
Priority Secured Indebtedness or any PermitLed Pdority Subsidiary Guarantee, pursuant to the Security Documents, 
and shall initially consist of all property and assets (including Capital Stock) of the Company and the initial 
Subsidiary Guarantors held by the Company or a Subsidiary Guarantor Pledgor, and muy include aU properly and 
assets (including any other CapitHI Stock of any Person) owned by the Company or nny Subsidiary Guarantor 
Pledgor that becomes a Restricted Subsidiary (other than those organized under the laws of the PRC, or which are a 
Foreign Subsidiary) as may be pledged, mortgaged or charged by the Company or tho Subsidiary Guanmtor 
Pledgers from time to time pursmmt to the section "Security." 

"Commodity Agreement" means any forward contract, commodity swap agreement, commodity option 
agreement or other similur agreement or arrangement. 

"Common Stock" means, with respect to any Person, any and all shares, interests or other participations in, 
and othel' equivalents (however designated and whether voting or non-voting) of such Person's common stock o1· 
ordinary shares, whether or not outstanding at the date of the Indenture, and include, without limitation, all series 
and classes of such common stock or ordinary shares. 

"Comparable Treastrry Issue" means tbe U.S. Treasury security selected by a Reference Treasury Dealer 
having a comparable maturity to the fourth anniversary date of U1e Origlnallssue Date that would be utilized, at the 
time of selection and in accordance with customary financial practice, in pricing new issues of corporate debt 
securities of comparable maturity to the fourth anniversary date of the Original Issue Date. 
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"Comparable Treasury Price" means, with respect to any redemption date, as calculated by a Reference 
Treasury Dealer: 

(1) the average of the bid and asked prices for the Comparuble Treasury Issue (expressed in each case 
a.s a percentage of its principal amount) on the third Business Day preceding such redemption date, 
as set forth in the daily statistical release (of any successor release) published by the Federal 
Reserve Bank of New York and designated "Composite 3:30 p.m. Quotations for U.S. 
Government Securities;" or 

(2) if s11ch release (or any successor release) is JlOt published or does not contain such prices on S\ICh 

Business Day, (a) the average of the Reference Treasury Dealer Quotations fol' such redemption 
date, after excluding the highest and lowest of such Reference Treasury Dealer Quotations, or (b) 
if fewer than three such Reference Treasury Dealer Quotations are available, the average of all 
such quotations. 

"Consolidated EBlTDA" means, for any period, Consolidated Net Income for such period plus, to the 
extent such 11mount was deducted in calculating such Consolidated Net Income: 

(1) Consotidated Interest Expense, 

(2) income taxes (otheJ• than income taxes attributable to extraordinary and non~recurring gains (or 
losses) or sales of assets), 

(3) depreciation expense, amortization expense and all other non-cash items reducing Consolidated 
Net Income (other than depletion of timber holdings or non-cash items in u period which reflect 
cash expenses paid or to be paid in another period), less all non-cash items increasing 
Consolidated Net Income, 

all as determined on a consolidated basis for the Company and its Restricted Subsidiaries In conformity with lPRS, 
provided that if any Restricted Subsidiary is not a Wholly-Owned Restricted Subsidiary, Consolidated EB1TDA 
shall be reduced (to the extent not otherwise reduced in accordance with lFRS) by an amount equal to (A) the 
amount of the Consolidated Net l.ncome attributable to such Restricted Subsidiaty multiplied by (B) the percentage 
ownership interest in the income of sucl1 Restricted Subsidiary not owned on the last day of such period by the 
Company or any of its Restricted Subsidiaries. 

"Consolidated Fixed Charges" means, for any perlod, the sum (without duplication) of (i) Consolidated 
Interest Expense for such period and (ii) all cash and non cash dividends, accrued or accumulated during such period 
oo any Disqualified Stock or Preferred Stock of the Company or any Restricted Subsidiary held by Persons other 
than the Company or any Wholly-Owned Restricted Subsidiary. 

"Consolidated Interest Expense" means, for any period, the amount that would be included in gross interest 
expense on a consolidated income statement prepared in uccordance with lFRS for such period of the Company and 
its Restricted Subsidiaries, plus, to the extent not included in such gross interest expense, and to the extent incurred 
or paid during such pe1·iod by the Company a11d its Restricted Subsidiaries, without duplication, (i) interest expense 
attributable to CapitHiized Lease Obligutions, (ii) amortization of debt issuance costs and odginal issue discount 
expense and non cash interest payments in respect of any Indebtedness, (iii) the interest portion of any deferred 
payment obligation, (iv) all conunissions, discounts and other fees and charges with respect to lettet-s of credit or 
similar instruments issued for financing purposes or in respect of any Indebtedness, (v) the interest equivalent costs 
associated with Interest Rate Agreements, (vi) interest actually paid by the Company or any Restricted Subsidiary on 
Indebtedness of any other Person that is Guarnnteed by the Company or any Restricted Subsidiary and (vii) any 
capitaHzcd interest, pravided that interest expense attributable to interest on any lndebtedness beari11g a floating 
interest rate will be computed on a pro forma basis as if the rate in effect on the date of determination had been the 
applicable rate for the entire relevant period. 

"Consolidated Net Income" means, with respect to any specified Person for any period, the aggregnte of the 
net income of such Person and its Restricted Subsidiaries for such period, on a consolidated basis, detc1:mined in 
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conformity with IFRS; provided that the following items shall be excluded in computing Consolidated Net Tncomo 
(without duplication): 

(1) the net income (or loss) of any Person that is not a Restl'icted Subsidiary or that is accounted for 
by the equity method of accounting except to the extent of the amount of dividends or similar 
distributions actually paid in cash to the specified Person or a Restricted Subsidiary of the Pers011 
during such period; 

(2) the oet income (and loss) of any Person accrued prior to the date it becomes a Restricted 
Subsidiary or is merged into or consolidated with the Company or any of its Restricted 
Subsidiaries or all or substantially all of the property and assets of such Person are acquired by the 
Company or any of its Restricted Subsidiaries; 

(3) the net income of any Restricted Subsidiary to the extent that the declaration or payment of 
dividends or similar distributions by such Restricted Subsidiary of such net income is not at the 
time permitted by the operation of the terms of its charter or any agreement, instrument, judgment, 
decree, order, statute, rule or governmental regulation applicable to such Restricted Subsidiary; 

( 4) the cumulative effect of a change in accounting pdnciples will be oxcluded; 

(5) any net after tax gains (or losses) realized on the sale or other disposition of (A) any prope1ty or 
nssets of the Company or any Restricted Subsidjary which is not sold in the ordinary course of its 
busjness or (B) any Capital Stock of any Person (including any gaios by the Company realized on 
sales of CapHal Stock ofthe Company or other Restricted Subsidiaries); 

(6) any translation gains and losses due solely to fluctuations in CUJTency values and related tax 
effects; and 

(7) any net after-tax extraordinary or non·rccurring gains (or losses). 

"Consol idated Net Worth" means, at any date of determination, stockholders' equity or members' equity as 
set forth on the most recently available semi-annual or annual consoJjdated balance sheet of the Company and its 
Restricted Subsidiaries, plus, to the extent not included, any Preferred Stock of the Company, Jess any amounts 
attributable to Disqualified Stock or any equity security conve1tible into or exchangeable for Indebtedness, the cost 
of treasury stock or shares and the ptnncipal amount of any promissory notes receivable from the sale of the Cnpit11l 
Stock of the Company or any ofjts Restricted Subsidiaries, each item to be detennined ln conformity with JFRS. 

"Continuing Directors" means, as of any date of determination, any member of tl1e Board of Directors of 
the Company who: 

(I) was a member of such Board of Directors on the Original Issue Date; 

(2) was designated by any shareholder entitled to designate a director under the Company's 
Memorandum Cllld Articles of Association; or 

(3) was elected or appointed to such Board of Directors with the approval of a majority of the 
Continuing Directors who were members of such Board of Directors at the time of ~uch director's 
nomination or eJection. 

"CutTency Agreement" means any foreign exchange contract, currency swap agreement or other similru· 
agreement or m1·angement. 

"Dt:fault" means any event that is, or after notice or passage of time or both would be, an Event ofD..:fault. 

"Disqualified Stock" means any class or series of Capital Stock of any Person that by its terms or otherwise 
is ( l) required to be redeemed prior to the Stated Muturlr.y of the Notes, (2) Jedeemablc at the option ofthe holder of 
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such class or series of Capital Stock at any time prior to the Stated Mat11rity of the Notes or (3) convertible into or 
exchangeable for Capital Stock referred to in clause (1) or (2) above or Indebtedness having n schcchlled maturity 
prior to the Stated Maturity of the Notes; provided that any Capital Stock that would not constitute Disqualified 
Stock but for provisions thereuf giving holders thereof tho right to require such Person to repurchase or redeem such 
Capital Stock upon tht occun·ence of an "asset sale" or "change of control" occurriJ1g prior to the Stated Mat\Jrity of 
the Notes shall not constitute Disqualified Stock if the "asset sale" or ''change of control" provisions applicable to 
such Capital Stock are no more favorable to the holders of such Capital Stock than the provisions contajned in 
"Limitation on Asset Sales" and "Repurchase of Notes upon a Change of Control Triggern1g Event" covenants and 
such Capital Stock specitically provides that StiCh Person will not repurchase or redeem any such Capital Stock 
pursuant to such provision prior to the Company's repurchase of such Notes as arc required to be repurchased 
pursuant to the "Limitation on Asset Sales" and "Repurchase ofNotes upon a Change of Control Triggering Event" 
covenants. 

"Dollar Equivalent" means, with respect to any monetary amount in a currency other than U.S. dollars, at 
any time for the determination thereof, the amount of U.S. dollars obtained by converting such foreign currency 
involved in such computation lnto U.S. dollars at the base rate for the purchase of U.S. dollars with the applicable 
foreign currency as quoted by the Federal Reserve Bank of New York on the date of determination. 

"DTC" means Tlte Depository TJUst Company, a New York corporation, and its successors. 

"Entire Sale Transaction" means an Asset Disposition by the Company (other than to a Restricted 
Subsidiary) of all or substantially all of the Capital Stock of all Subsidiaries owned by .the Company and/or of all or 
substantiaiJy all ofthe assets of the Company. 

"Entire Sale n·ansaction Mandatory Redemption" has the meaning under the heading II Mandatory 
Re<kmption of Notes upon an Entire Sale Transaction". 
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"Entire Sale Transaction Redemption Price" has the meaning under the heading "Mandatmy Redemption of 
Notes upon an Entire Sale Transaction". 

"Equity Offering" means any primary piivate or public offering of Common Stock of the Company after 
the Original Issue Date. 

"Fair Market Value" means the price that would be paid in an ann's length transaction between an informed 
and willing seller under no compulsion to sell and an informed and willing buyer under no compulsion to buy, as 
dete1mined in good faith by the Board of Directors, whose determination shall be conclusive if evidenced by a 
Board Resolution; provided, however, tbat for purposes of clause (4)(a) under the caption "-Certain Covenants­
Limitation on Asset Sales," such determination may instead be made by the Company's Chief Executive Officer or 
Chief Financial Officer. 

"Fixed Charge Coverage Ratio" means, on any Transaction Date, the ratio of (1) the aggregate amount of 
Consolidated EBITDA for the then most recent two fiscal half~years prior to such Transacdon Date for which 
consolidated frnancial statements of the Company (which the Company shall use its nest efforts to compile in a 
limely manner) are available and have been provided to the Tmstee (the »Two Half~Year Period") to (2) the 
aggregate Consolidated Fixed Charges during such Two Half-Yeat· Period. In making the foregoing calculation; 

(A) pro forma effect shall be given to any lndebtedness, Disqualified Stock or PrefetTed Stock 
Incurred, repaid or redeemed during the period (the "Reference Period") commencing on and 
including the first day of the Two Jla If-Year Period and ending on and including the Transaction 
Date (other than Indebtedness lncurred or repaid under a revolving credit or similar arrangement 
(or under any predecessor revolving cred.it o1· similar ammgcmont) in effect on the last duy of such 
TWo HaJf-Ycar .Period), in each case as if such Indebtedness, Disqualified Stock or Preferred 
Stock had been lnclmed, repaid or redeemed on the first day of such Reference Period; 

(13) Consolidated Interest Expense attributable to interest on any Indebtedness (whether existing or 
being Incmrcd) computed on a pro forma basis and bearing a floating interest rate sball be 
computed as if the rate in effect on the Transaction Date (taking into account any Interest Rate 
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Agreement applicable to such Indebtedness if such Interest Rate Agreement has a remaining teml 
in excess of 12 months or, if shorter, at least equal to the remaining term of such Indebtedness) 
had been the applicable rate for the entire period; 

(C) pro forma effect shall be given to the creation, designation or rtldcsignation of Restricttld and 
Unrestricted Subsidiaries as if such creation, designation or n:designation had occurred on the first 
day of such Reference Period; 

(D) proforma effect slmll be given to Asset Dispositions nnd Asset Acquisitions (including giving pro 
forma effect to the application of proceeds of any Asset Disposition) lhat occur during such 
Rofcrence Period as if they had occurred and such proceeds had been applied on the first day of 
such Reference Period; and 

(E) pro forma effect shall be given to asset dispositions and asset acquisitions (Including giving pro 
forma effect to the application of proceeds of any asset disposition) that have been made by any 
Person that has become a Restricted Subsidiary or has been merged with or into the Company or 
any Restricted Subsidiary during such Reference Period and that would have constituted Asset 
Dispositions or Asset Acquisitions hnd such transactions occurred when such Person was a 
Restricted Subsidiary as if such asset dispositions or asset acquisitions were Asset Dispositions or 
Asset Acquisitions that occurred on the first day of such Reference Period; 

provided that to the extent that clause (D) or (B) of this sentence requires that pro forma effect be given to an Asset 
Acquisition or Asset Disposition (or asset acquisition or asset disposition), such pro forma calculation shall be bused 
upon the two full fiscal balJ-years immediately preceding the Transactlon Date of the Person, or division or line of 
business of the Person, that js acquired or disposed for which fmancial information is a.vailable. 

"Foreign Subsidiary" means any Restricted Subsidiary of the Company organized under the laws of a 
jurisdiction that prohibits such Subsidiary fi·om guaranteeing payments under the Notes. 

"Guarantee" means any obUgation, contingent or otherwise, of any Person directJy or indirectly 
guaxanteeing any lndebtedness or other obligation of any other Person and, without limiting the generality of the 
foregoing, any obligntion, direct Ol' indirect, co11tinge11t or otherwise, of such Person (1) to purchase or pay (or 
advance or supply funds for the purchase or payment of) such Indebtedness or other obligation of such other Person 
(whether arising by virtue of partnership arrangements, or by agreements to keep-weD, to purchase assets, goods, 
securitjes or services, to take-or-pay, or to maintain fmancial statement conditions or otherwise) or (2) entered into 
for purposes of assw·ing in any other manner th6 obligee of such hldebtedness o.r other obligation of the payment 
thereof or to protect such obligee against loss in respect thereof (in whole or in part); provided that the term 
"Guarantee" shall not include endorsements for collection or deposit in the ordinary course of business. The term 
"Guarantee" used as a verb has a corresponding meaning. 

"Holder" means the Person in whose name a Note is registered in the Note register. 

"JFRS" means lntcmational Financial Reporting Standards as adopted by tlle International Accounting 
Standards Board, applied on a consistent basis. All ratios and computations contained or referred to in the Indenture 
shall be computed in conf01mity with IFRS applied on a consistent basis. 

"lncur" means, with respect to any Indebtedness or Capital Stock, to incur, create, issue, assume, Guarantee 
or otherwise become liable for or with respect to, or become responsible for, the payment of, contingently or 
otherwise, such Indebtedness or Capital Stock; provided that (1) any Indebtedness of a Person existing nt the time 
such Person becomes a Restricted Subsidiary will be deemed to be Incurred by such Restricted Subsidiary at the 
time it becomes a Restricted Subsidiary and (2) the accretion of original issue discount shall not be considered an 
Incurrence of1ndebtedness. The te1:ms "Incurrence," "Incurred" and "l n~.;urrlng" have meanings correlative witll the 
foregoing. 
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"Indebtedness" means, with respect to any Person at any dnte of determination (without duplication): 

( 1) all indebtedness of such Person for borrowed money; 

(2) all obligatioJJS of such Person evidenced by bonds, debentures, notes or other similat instruments; 

(3) all obligations of such Person in respect of letters of credit, bankers' acceptances or other similar 
instruments; 

(4) all obligations of such Person to pay the defcn·ed and w1paid pw-chase price of property or 
services, except Trade Payables; 

(5) all Capitalized Lease Obligations; 

(6) !Ill Indebtedness of other Persons secured by a Lien on any asset of such Person, whether or not 
such Indebtedness is assumed by such Person; providecl that the amount of such lndebt~dness 
shall be the lesser of (A) the Fair Market Value of such asset at such date of determination and (B) 
the amount of such Indebtedness; 

(7) alJ [ndebtedness of other Pe1·sons Guaranteed by sucll Person to the extent such Indebtedness is 
Guaranteed by such Person; and 

(8) to the extent not otherwise included in this detlnition, obligations under Commodity Agreements, 
Cunency Agreements and Interest Rate Agreements. 

The amount of h1debtedness of any Person at any date shall be the outstanding balance at such date of all 
unconditional obligations 1\S described above and, with respect to contingent obligations, the maximum liability 
upon the occurrence of the contingency giving rise to the obligation, provided 

(A) that the nmount outstanding at any time of any Indebtedness issued with original issue discount is 
tbe fuce amount of such Indebtedness less the remaining unamortized portion of the original issue 
discount of such Jnctebtedness at such time as determined in conformity with JFRS, 

(B) that money borrowed and set aside at the time of the Incurrence of any Indebtedness in order to 
preflmd the payment of the interest on such Indebtedness shall not be deemed to be "Indebtedness" 
so long as such money is held to secure the payment of such interest, and 

(C) that the an1ount of Indebtedness with respect to any Commodity Agreements, Currency 
Agreements and Interest Rate Agreements shall be equal to the 11ct amo\lnt payable if such 
agreements terminated at that time due to default by such Person. 

"Independent Financial Advisor" means an investment banking finn or accounting flrm of national 
reputation in the United States of America or in Hong Kong (!) which does not, nnd whose directors, officers, 
employees and affiliates do not, have a direct or indirect financial interest in the Company or any of its Affiliates, 
and (ii) which, in the judgement ofthc Board of Directors of the Company, is otherwise independent and qualified to 
perform the task for which it is to he engaged. 

"Intercreditor Agreement" has the meaning set forth under "Security". 

"Interest Rate Agreement" means nny interest rate protection agreement, interest rate future agreement, 
interest rate option agreement, interest rate swap agreement, interest rate cap agreement, interest rate collar 
ag1·eement, interest rate hedge agreement, option or future contract or other sim ilar agreement or arrangement. 
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"Investment" means: 

(i) any direct or indirect advance, loan or other extension of credit (other than Trade 
Payabl e.~ that am, in conformity with H''RS, recorded as accounts receivable, prepaid 
expenses or deposits on the balance sheet of the Company or its ResLricted Subsidiaries) 
to another Person, 

(ii) capital contribution to anotlJer Person (by means of any transfer of cash or other property 
to others or any payment for property or services for the account or use of others), 

(iii) any purchase or acquisltjon of Capita] Stock, Indebtedness, bonds, notes, debentures or 
other similar instruments or securities issued by another Person, or 

(iv) any Guarantee of any obligation of another Person; 

provided that au acquisition of assets, Capital Stock or other securities by the Company or a Subsidiary for 
consideration to the extent such consideration consists of common equity securities of the Company shall not be 
deemed to be an Investment. 

For t11e p11rposcs of the provisions of the "Designation of Restricted and Unrestricted Subsidiaries" and 
"Limitation on Restricted Payments" covenants: (i) the Company will be deemed to have mado an investment In an 
Unrestricted Subsidiary in an amount equal to the Fair Mal'ket Value of the assets (net of liabilities owed to any 
Person other than the Company or a Restricted Subsidiary and that are not Gual'a.nteed by the Company or a 
Restricted Subsidiary) of a Restricted Subsidiary that is designated nn Unrestricted Subsidiary at the time of such 
designation, and (ii) any property transferred to or from any Person shall be valued at its Fair Market VaJue at the 
time of such transfer, as determined in good faith by the Board ofDirectors. 

"Joint Venture'' means any Person engaged in a Pe11nitted Business of which the Company, together with 
its Restricted Subsidiaries, directly holds or, as a result of the respective Investment, will hold, at least 50.1% of its 
Capital Stock. 

"Leverage Ratio" means, as at the time of determination, the aggregote principal amount of Indebtedness of 
the Company and the Restricted Subsidiaries outstanding at such time determined on a consolidated basis, divided 
by the Consolidated EBIIDA of the Company for the two tlscal half-years immediately preceding the date of 
determhwtion for whicll consolidated financial statements of the Company are available and have been provideq to 
the Trustee. 

"Lien" means any mo1tgage, pledge, sec~u·ity interest, encumbrance, lien or charge of any kind (including, 
without limitation. any conditional sale or other title retention agreement or lease in the nature thereof or any 
agreemrott to create any mortgage, pledge, secul'ity intetes1, lien, charge, easement or encumbrance of any kind). 

"Measurement Date" means the first duy of fiscal half~year period of the Company immediately preceding 
the Original [ssue Date. 

"Moody's" means Moody's Itrvestors Service and its affiliates. 

"Net Cash Proceeds" means: 

(a) with respect to any Asset Sale, the proceeds of such Asset Sale in the form of cash or cash 
equivalents, including payments in respect of deferred payment obligations (to the extent 
corresponding to the principal, hut not interest, component thereof) when received in the form of 
cash or cash equivalents and proceeds from tlte conversion of other property received when 
converted to cash or cash equivalents, net of 

(i) brokerage commissions and other fees and expenses (including fees and expenses of 
counse l and investment bankers) related to such Asset S<~lc; 
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(ii) provisions for nil taxes (whether or not such taxes will actually be paid or are payable) as 
a result of such Asset Sale without regard to the consolidated results of operations of the 
Company and its Restricted Subsidiaries, taken ns a whole; 

(iii) payments made to repay Indebtedness or any other obligation outstanding at the tlme of 
such Asset Sale that either (x) is secured by a Lieu on the property or assets sold or (y) is 
required to be paid as a result of such sale; 

(iv) apprepriate amounts to be provided by the Company or any Restricted Subsidiary as a 
reserve aga:inst any liabilities associated with such Asset Sale, including, wlthout 
Jjmi1ation, pension and other post-employment benefit liabilities, liabi!Wes related to 
environmental matters and liabilities under any indemnification obligations associated 
with such Asset Sale, all as determined in conformity with IFRS; and 

(b) with respect to any issuance or sale of Capital Stock, the proceeds of such issuance or sale in the 
form of cash or cash equivalents, including payments In respect of deferred payment oblig!ltions 
(to the extent cort·esponding to the principal, but not interest, component thereof) when received in 
the form of cash or cash equivalents and proceeds from the conversion of other property received 
when converted to cash or cash equivalents, net of attorney's fees, accountants' fees, underwriters' 
or placement agents' foes, discounts or commissions and brokerage, consultant and other fees 
incurred in connection with such issuance or sale and net of taxes paid or payable as a result 
thereof. 

"Offer to Purchase" means an offer to purchase Notes by the C<:lmpnny from tbe Holders commenced by 
the Company mailing a notice by first class mail, postage prepaid, to the Trustee and each Holder at its last address 
appearing in the Note register stating: 

( 1) the covenant pursuant to wh1ch the offer ls being made and that all Notes validJy tendered 
will be accepted for payment on a pro rata basis; 

(2) the purchase price and the date of purchase (which shaH be a Business Day no ear Her 
than 30 days nor later than 60 days from the date such notice is mailed) (the "Payment 
Date"); 

{3) that any Note not tendered will continue to accrue interest pursuant to its terms; 

(4) that, unless the Company defaults in the payment of the purchase plicc, any Note 
accepted for payment pursuant to the Offer to l)urchase shall cease to accrue interest on 
and after the Payment Date; 

(5) that Holders electing to have a Note purchased pursuant to the Offer to Purchase will be 
required to surtender the Note. together with the form entitled "Option of the Holder to 
Elect Purchase" on the reverse side of the Note completed, to the Paying Agent at the 
address specified in the notice prior to the close of business on the Business Day 
immecbately preceding the Payment Date; 

(6) that Holders will be entitled 1o withdraw their election if the Paying Agent receives, not 
later thnn the close of business on the third Business Day immediate1y preceding the 
Payment Date, a facsimile transmission or letter setting forth the name of such Holder, 
the principal mnount of Notes delivered for pmcbase and a statement that such Holder is 
withdrawing his election to have such Notes purchased; and 

(7) that Holders whose Notes are being purcl1ased only in part will be issued new Notes 
equal in principal amount to the unpurchnscd portion of the Notes surrendered; provided 
that each Note purchased and eucb new Note issued shall be in a principal amount of 
US$2,000 or integral multiples ofUS$1 ,000. 
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On the Payment Date, the Company shnll (a) accept for payment on a pro rata basis Notes or portions 
thereof tendered purswmt to an Offer to Purchase; (b) deposit with the Paying Agent money sufficient to pay the 
purchase price of all Notes or portions thereof so accepted; and (c) deliver, or cause to be delivered, to the Trustee 
all Notes or portions the1·eof so accepted together with an Office1's Certificate specifying the Notes or portions 
thereof !ICcepted foz· payment by the Company. The Paying Agent shall promptly mail or wire to the Holders so 
accepted payment in an amotmt equal to the purchase price, and the Trustee shall promptly aut11enticato and mail to 
such Holders a new Note equal in principal amount to any unpurchased p011ion of the Note surrendered; prC1VIded 
that each Note purchased and each new Note issued shall be in a principal amount ofUS$2,000 or integral multiples 
of US$1 ,000. The Company will pllb\icly announce the results of an Offer to Purchase as soon as practicable after 
the Payment Date. Tbe Company will comply with Rule 14e-l under the Exchange Act and any other securities laws 
and regulations thereunder to the extent such laws and regulations arc applicable, in the event that the Company is 
required to repurchase Notes pursuant to an Offer to PurclJase. 

The offer is required to contain or incorporate by reference information oonceming the business of the 
Company and its Subsidiaries which the Company in good faith believes will assist such Holders to make an 
Informed decision with respect to the Offer to Purchase, including a brief description of the events requiring the 
Company to make the Offer to Purchase, and any other information required by 11pplicnble Jaw to be included 
therein. The offer is required to contain all instructions and materials necessary to enable such Holders to tender 
Notes pursuant to the Offer to Purchase. 

''Officer" means one of the executive officers of the Company, or, in the case of a Subsidiary Guarantor, 
one of the directors or officers of sucJ1 Subsidiary Guarantor. 

''Officer's Certificate" means (i) a certificate signed by two Officers or (ii) in the event the relevant entity 
has one appointed Officer only, a certificate signed by such Officer or (iii) in the event the relevant entity has no 
appointed Officer, a certificate signed by either its sole director or two directors if such entity has more thnn one 
director. 

"Opinion of Counsel" mecms a written opinion from legal COIUlsel who is acceptable to the Tn1stee. The 
counsel may be an employee of or counsel to the Trustee. 

"Original Issue Date" means the date on which the Notes are originally is.qued under the Indenture. 

"Permitted Businesses" means the Permitted Forestry Plantation Business and the manufacturing of wood 
and wood-based products and relftted businesses and activities incidental to such activities. 

"Permitted Forestry Plantation Business" means the operation of forestry plantations and production and 
processing facilities, the processing, sale, distribution, transportation, cultivation and development of wood fibers 
and logs, and other similur wood and wood-based products, including bio~fuels, the operation of plantation 
nurseries, und the sale and distdbution of seeds and saplings, inputs and similar products, or intermediate products 
and by-products used or produced in connection with such activities, the planting of saplings and trees in city 
greening and urban landscaping projects, including the design and implementation of such projects, the imp01t and 
export of Jogs, lumber and other wood and wood-based products, trading agency activities related to the foregoing, 
and related businesses and activjties incidental to any of the foregoing activities. 

"Permitted Investment" means: 

(1) any Investment in the Company or a Restricted Subsidiury that is primarily engaged in a Permitted 
forestry Plantation Business or a Person which will, upon the makjng of such Investment, become 
a Restricted Subsidiary that is primtlJ'ily engaged in a Permitted Forelltry Plantation Business or be 
merged or consolidated with or Into or transfer Ot' convey all or substantially aiJ its assets to, the 
Company or a Restricted Subsidiary that is primarily engaged in a Permitted Forestry Plantation 
Business; 

(2) Temporary Cush lnveslments; 
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{3) payrol I, travel and similar advances to cover mat1er11 that are expected at the time of such advances 
ultimately to be treated as expenses in accordance with IFRS; 

(4) an Investment in an Unrestricted Subsidiary consisting .solely of an Investment in anothel' 
Unrestricted Subsidiary; 

(5) Commodity Agreements, lnterest Rate Agreeme11ts and Currency Agreements designed solely to 
protect the Company or any Restricted Subsidiary against fluctuations :in commodity prices, 
interest rates or foreign currency exchange rates; 

(6) receivables owing to the Company o1· any Restricted Subsidiary, if created or acquired in the 
ordinary course of business and payable or dischargeable in acrordance with customary trade 
terms; 

(?) MY securities, non-cash consideration or other Investments received as consicleration in, or 
retained in coMection with, sales or other dispositions of property or assets, including Asset 
Dispositions made in compliance with the covenant described under "-Limitation on Asset 
Sales;" 

(8) pledges or deposits (x) with respect to leases or utilities provided to third parties in the ordinary 
course of business or (y) otherwise described ir. the definition of "Permitted Liens" or made in 
connection with Liens permitted u11der the covenant described under "-Limitation on Liens;" 

(9) loans or advances to employees made in the ordinary course of business and consistent with past 
practices of the Company or past practices of a Restricted Subsldial'y, as the case may be, in an 
aggregate amount outstanding not to exceed at any one time US$500,000 (or the Dollar Equivalent 
thereat); and 

(l O) loans to employees, directors and officers not exceeding the amount requireti! to r..-xercise an option 
to purchase the Company's Capitnl Stock held by such individual, provided that the Capital Stock 
issued upon exercise of such option is pledged, mortgaged and/or charged to tJ1e Company as 
security for such loan. 

hPermitted Liens" means: 

(1) Liens for taxes, assessments, governmental charges or clrums that are being contested in good faith 
by appropriate legal or administrative proceedings promptly institt1ted and diligently conducted 
and for which 1\ reserve or other appropriate provision, if any, as shall be required in conformity 
with !FRS shall have been made; 

(2) statutory and common law Liens of landlords and carriers, warehousemen, mechanics, suppliers, 
repairmen or other similar Liens arising in the ordinary course of business and with respect to 
amounts not yet delinquent or being contested in good faith by appropriate legal or administrative 
proceedings promptly instituted and diligently conducted and for which a reserve or other 
appropriate provision, if any, as shall be required in conformity with JFRS shall have been made; 

(3) Liens incurr~d or deposits made to secure the pelformance of tenders, bids, leases, statutory or 
regulatory obligations, bankers' acceptances, smety and appeal bonds, govel'nment contracts, 
performance and return-of-money bonds and ot11er obligations of a simHar nature incurred in the 
ordinary course of business (exclusive of obligations for the payment of borrowed money); 

(4) leases or subleases granted to others that do not materially interfere with the ordinary course of 
business of the Company and its Restricted Subsidiaries, taken as a whole; 

(5) Liens encumbering property or assets under construction arising from progress or pa1tial payments 
by a customer of the Company or its Restricted Subsidiaries relating to such property or assets; 
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(6) any intcl'est or title of a lessor in the property subject to any operating lease; 

(7) Liens on property of, or on shares of Capital Stock or Indebtedness of, any Person existing at the 
time such Person becomes, or becomes a part of, any Restricted Subsidiary; provided that such 
Liens do not extend to or cover any property or assets of the Compnny or any Restricted 
Subsidiary other than the property or assets acquired; 

(&) Liens in favor of the Company or any Wholly-Owned Restricted Subsidiary; 

(9) Lieus arising from the rendering of a final judgment or order against the Company or any 
Restricted Subsjdiary that does not give rise to an Event of Default; 

(10) Liens securing reimbursement obligations with respect to letters of credit that encumber 
documents and other property relating to such letters of credit and the products nnd proceeds 
thereof; 

(J 1) Liens in favor of customs and revenue authorities arising as a matter of law to secure payment of 
customs duties in connection with the importation of goods; 

(12) Liens encumbering customary initial deposits and margin deposits, and other Liens that are within 
the general parameters customary in the industry and incurred in the ordinary course ofbusiness, 
in eacJ1 case, securins Indebtedness under Conunodity Agrcem~nts, Interest Rate Agreements and 
Currency Agreeu1cnts designed solely to protect the Company or any of its Restricted Subsidiaries 
fl'om fluclUations in interest rates, currencies or the price of commodities; 

(13) Liens arising out of conditienal sale, title retention> consignment or similar anangements fol' the 
sale of goods entered into by the Compnny or any of its Restricted Subsidiarios in the ordinary 
course of business in accordance with the past practices of the Company and its Restricted 
Sub~idiaries prior to the Origjnfll Issue Date; 

(14) Liens existing on the Originallssue Date; 

(15) Liens on real property, trees or current assets securing Indebtedness whicl1 is permitted to be 
Incurred under clause (7) of the second pnmgraph of the "Limitation ou Indebtedness and 
Disqualified or Preferred Stock" covenant; 

(16) Liens securing Indebtedness which is Incurred to refinance secured Indebtedness which is 
permitted to be Incurred under clause (5) of the second paragraph of the "Limitation on 
Indebtedness and Disqualified or Preferred Stock" covenant; provided that such Liens do not 
extend to or cover any property or assets of the Company or any Restricted Subsidiary other than 
the property or assets securing the Indebtedness being refinanced; 

(1 ?) Liens under the Security Documents; and 

(18) Liens securing any Pennitted Priority Secured Indebtedness that complies with each of the 
requirements set forth under "Security-Permitted Priority Secured Indebtedness." 

"Permitted Priority Secured IndebLedness" means [ndebteclncss of the Company which, in the instrument 
creating or evidencing the same, is expressly stated to be secured by a lien ovet· the Collateral ranking in priority to 
the Lien over the Collateral granted to the HoJders of the Notes, and all guarantees thereof by any of the Subsidiary 
Guarantors provided that: 

(a) on or befor~ the date on which such Indebtedness is Incurred, the Company, in an Officer's 
Certlticatc delivered to the Trustee and the Security Trustee designates stlch Jndebtedness as 
"Permitted Priority Secured Indebtedness" for tbe purposes of the Indenture, such lndebtedne:~s is 
c<..'11ified in such Officer's Certificate as having been incurred in compliance with the terms of the 
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[ndenture and no Default or Rvent of Default under the lndenture has occurred and is continuing; 
and 

(b) such additional Indebtedness, together with All other outstanding Permitted Priority Secured 
Indebtedness does not exceed the amount of the Permitted Priority Secured Indebtedness Cap; 

"Permitted Priority Secured Indebtedness Cap" means $200 million, Jess any mandatory pre-payments or 
repurchases of any Permitted Priority Secured Indebtedness made pursuant to the terms of the instrument or 
agreement creating such Pcnnittcd Priority Secured Indebtedness or any agreements entered into in connection 
therewith. 

"Permitted Priority Subsidiary Guarantee" means a gum·antee by any Subsidiary Guarantor of Permitted 
Priority Secured Indebtedness. 

11Permitted Priority Subsidiary Guarantor" means any Subsidiary Guarantor guaranteeing the obligations of 
the Company In respect of the Permitted Priority Secured Indebtedness. 

"Pea•mitted Priority Subsidiary Guarantor Pledgor'' means any Subsidiary Guarantor which is required to 
pledge, mortgage or charge Collateral to secure the obligations of the Company in respect of any Permitted Priority 
Secured Indebtedness. 

"Permitted Priority Trustee" bas the meaning under the heading "Jntercreditor Agreement". 

"Person" means any individual, corporation, partnership, limited liability company, joint venture, trust, 
unincorporated organization or government or any agency or political subdivision thereof. 

"Preferred Stock" as applied to the Capital Stock of auy Person means Capital Stock of any class or classes 
that by its term is preferred as to the payment of dividends, or as to the distribution of assets upon any voluntary or 
involuntary liquidation or dissolution of such Person, over shares of Capital Stock of any other class of such Person. 

"Reference Treasury Dealer" means each of any three investment banks of l'ecognized standing that is a 
primary U.S. Government securities dealer in The City of New York, selected by the Company ln good faith. 

"Reference Treasury Dealer Quotations" means, with respect to each Reference Treasury Dealer and any 
redemption date, the average as determined by the Company of the bid and asked prices for the Comparable 
Trensury Issue (expressed in each case as a percentage of its principal amollnt) quoted in writing to the Company by 
such Reference Treasury Dealer ut 5:00p.m. on the third Business Day preceding such redemption date. 

"Replacement Assets" means, on any date, property or assets (other than current assets) of a nature or type 
or that are used in a Pennitted Business and shall include Capital Stock of any Person holding such property or 
assets, which is primarily engaged in a Permitted Business and will upon the acquisition by the Company or any of 
its Restricted Subsidiaries of such Capital Stock, become a Restricted Subsidiary, 

"Restricted Subsidiary" means any Subsidiary of the Company other than an Unrestricted Subsidiary. 

"S&P" means Standard & Poor's Ratings Group and its affiliates. 

"Sale and Leaseback Transaction" menns any direct or indirect arrangement relating to property (whether 
real, personal or mixed), now owned or hereafter acquired whereby the Company or any Restricted Subsidiary 
transfers such property to another Person and the Company or any Restricted Subsidiary leases it from such Person. 

"Secured Party" means the (i) Holders, including (without limitation) nny holders of A<l<iitional Notes and 
PH< Notes, and the Trustee and the Security Trustee, und (ii) if and when any Permitted Priority Secured 
Indebtedness is Tncuned, the holders of any Pennitted Priority Secured Indebtedness Tncm-red in compliance with 
the covenant "Limitation on Indebtedness and Disqualified or Preferred Stock", or the Permitted Priority Trustee or 
Security TruRtee on their behalf. 
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"Security Documents" means, collectively, the pledge agreements, equitable m01tgages, charges over 
shares, fixed and floating charges, or other agreements or instruments that may evidence or create any Lien in favor 
of the Secudty Trustee, the Trustee and/or any Holders in any or all of tbc Collateral. 

''Senior Indebtedness" of the Company or a Subsidiary G\larnntor, as the case may be, means all 
Indebtedness of the Company or the Subsidiary Guarantor, as relevant, whether outstanding on the Original Issue 
Date or thereafter created, except for Indebtedness which, in the instrument creating or evidencing the same, is 
expressly stated to be not senior in right of payment to the Notes or, in respect of such Subsidiary Guarantor, its 
Subsidiary Guarantee; provided that Senior Indebtedness does not Include (i) any obligation to the Company or any 
Restricted Subsidiary, (ii) trade payables or (iii) Indebtedness Incurred in violation of the Indenture. 

"Stated Maturity" means, (!) with respect to any Indebtedness, the date specified in such debt security as 
the fixed date on which tl1e final installment of principal of such Indebtedness is due and payable as set forth in the 
documentation governing such Indebtedness and (2) with respect to any scheduled installment of principal of or 
interest on any Indebtedness, the date specified as the fixed date on whic1t such installment is due and payable as set 
forth in the documentation governing such Indebtedness. 

"Subordinated Indebtedness" means any Indebtedness of the Company which is subordinated or junior in 
right of payment to the Notes pursuant to a written agreement to such etfect. 

"Subsidiary" means, with respect to nny Person, any corporation, association or other business entity of 
which more than 50% of the voting power of the outstanding Voting Stock is owned, directly or indirectly, by such 
Person and one or more other Subsidiaries of such Person. 

"Subsidiary Guarantee" means any Guarantee of the obligations of the Company under the Indenture and 
the Netes by any Subsidiary Guarantor. 

"Subsidiary Guarantor" means any initial Subsidiary Guarantor named herein and any other Restricted 
Subsidiary which is required to guat·antee the payment of lhe Notes pUJsuant to the Indenture and the Notes; 
provided that Subsidiary Guarantor will not include any Person whose Subsidiary Guarantee has been released in 
accordance with the Indenture and the Notes. 

"Subsidiary Guarantor Pledgor' means any initial Subsidiary Guar:antor Pledgor named herein and any 
other Subsidiary Guarantor which is required to pledge, mortgage or charge Collateral to secure the obligations of 
the Company 1mder the Notes and the Indenture and of such Subsidiary Guarantor under its Subsidiary Guarantee; 
provided that a Subsidiary Guarantor Pledgor will not include any person whose pledge, mortgage or charge under 
the Security Documents l1as been released in uccordance with the Security Documents, the Indenture and the Notes, 

"Temporruy Cash Investment" means any of the following: 

(1) direct obHgntions of the United States of America or any agency thereof or obligations fully nnd 
uncondit;onally Guaranteed by the Uuited States of America or any agency thereof~ in each case 
maturing within 12 months; 

(2) time deposit accounts, certificates of deposit and money market deposits maturing within 12 
months of the date of acquisition thereof issued by a bank or trust company which is organized 
under the laws of the United States of America, any state thereof, or Hong Kong, and has 
outstanding debt which js rntcd "A" (or soch similar equivalent rating) or higher by at least one 
nationally recognized statistical rating organization (as defined in Rule 436 under the Securities 
Act) or any money market fund sponsored by a registered broker dealer or mutual fund distributor; 

(3) repurchase obligations with a term of not more than 30 days for underlying securities of the types 
described in clause ( J) above entered into with a bank or trust company meeting the qualifications 
described in clause (2) above; 
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(4) commercial paper, maturing not more than one year after the date of acquisition, issued by a 
corporation (other than an Affiliate of Ute Compony) organized and in existence under the laws of 
the United States of America or any stale thereof with a rating at the time as of which any 
investment therein is made of "P-2" (or higher) according to Moody's or "A-2" (or higher) 
according to S&P; 

(5) securities wit11 maturities of 12 months or less from the date of acquisition issued or fully and 
unconditionally Guaranteed by any state, commonwealth or territory of the United States of 
America, or by any political subdivision or taxing authority thereof, and rated at least "A" by S&P 
or Moody's; 

(6) any money market fund that has at least 95% of its assets continuously invested in investments of 
the types described in clauses (1) through (5) above; and 

(7) time deposit accounts, certificates of deposit and money market deposits with (i) Bank of China, 
Industrial Commercial Bank of China, Construction Bank of China, Shanghai Pudong 
Development Bank, Bank of Shanghai, (ii) any other bank or trust compru1y organized under t11e 
laws of the PRC whose long term debt is rated as high or h~gher than any of those banks or (iii) 
any other banlc organized under the laws of the PRC, provided that, in the case of clause (iii), such 
deposits do not exceed US$2.5 million (o•· the Dollar Equivalent thereof) with any single bank or 
US$5 million (or the Dollar Equivalent thereof) in the aggregate, at any date of determination. 

"Trade Payables" means, with respect to nny Person, any accounts payable or any other indebtedness or 
monetary obligation to trade creditors created, assumed or Guaranteed by such Person or any of its SubsidinrJcs 
arising in the ordinary course ofbusiness in connection with the acquisition of goods or servlces. 

"Transaction Date" means, with respect to tho Incurrence of any Indebtedness, the date such Indebtedness 
is to be Incurred and, with respect to any Restricted Payment, the date sucb. Restricted Payment is to be made. 

''Unrestricted Subsidiary" means ( l) any Subsidiary of the Company that at the time of determination shall 
be designated an Unrestricted Subsidia1y by the Board of Directors in the manner provided herein; and (2) any 
Subsidiary of an Unrestricted Subsidiary. 

"U.S. Government Obligations" means securities that are (1) direct obligations of the United States of 
America for the paymc11t of whicl1 its full faith and credit is pledged or (2) obligations of a Person controlled or 
supervised by and acting as an agency or instrumentality of the United States of America the payment of which is 
unconditionally Guaranteed as a full faith and credit obligation by t.he United States of America, which, in either 
ca:~e, arc not callable or redeemable at the option of the Company thereof at any time prior to the Stated Maturity of 
tlJe Notes, and shall also include n depository receipt issued by a bank or trust company as custodian with respect to 
any such U.S. Government Obligation or a specific payment of interest on or principal of any t>uoh U.S. Government 
Obl/gation held by such custodian for the account of the holder of a depository receipt; provided that (except as 
required by Jaw) such custodian is not authorized to make any deduction fi•om the amount payable to the holder of 
such depository receipt from any amount received by the custodian in respect of the U.S. Govemment Obligation or 
the specific payment of interest on or principal of the U.S. Government Obligation evidenced by such depository 
receipt. 

"Voting Stock" means, with respect to any Person, Capital Stock of any class or kind ordinarily having the 
power to vote for the election of directors, managers or other voting members of the governing body of such Pt~rson. 

"Wholly-Owned" means, with respect to any Subsidiary of any Person, the ownership of all of the 
outstanding Capital Stock of such Subsidiary (otber than any director's qualifying shares or Investments by foreign 
nationals mandated by applicable law) by such Person or one or more Wholly-Owned Subsidiaries of such Person. 
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EXHIBIT E 

INFORMATION REGARDING SFC ESCROW CO. 

SFC Escrow Co. will be incorporated prior to the Plan Implementation Date \.Ulder the laws of 
the Cayman Islands or such other jurisdiction as may be agreed by SFC, the Monitor and the 
Initial Consenting Noteholders. SFC Escrow Co. will be a wholly-owned subsidiary of SFC, and 
the sole director of SFC Escrow Co. will 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. wm issue one share (the 11SFC 
Escrow Co. Share") to SFC, as the sole shareholder of SFC Escrow Co. and SFC will be 
deemed to hold the SFC Escrow Co. Share so'lely for the purpose of facilitating the Restructuring 
Transaction. The sole share of SFC Escrow Co. is an 11Excluded Asset11 under the Plan and will 
therefore not be transferred to Newco pursuant to the Plan and will remain the property of SFC 
to hold in accordance \vith the Plan. SFC Escrow Co. will have no assets other than any assets 
that it is required to hold in escrow pursuant to the terms of the Plan, and it will have no 
liabiHties other than its obligations as set forth in the Plan. 

The sole activities and .func1ion of SFC Escrow Co. will be to perform the obligations of the 
Unresolved Claims Escrow Agent and to administer Undeliverable Distributions, in each case as 
set forth in the Plan. SFC Escrow Co. will not carry on any other activities or issue any shares or 
other securities (othet· than the SFC Escrow Co. Share to be held by SFC). 

Unresolved Claims Escrow Agent 

SFC Escrow Co. will act as the Unresolved Claims Escrow Agent unless otherwise agreed by 
agreed by SFC> the Monitor and the Initial Consenting Noteholders. Distributions in respect of 
any Unresolved Claim in existence at the Plan Implementation Date will be held in escrow by the 
Unresolved Claims Escrow Agent in the Unresolved Claims Reserve until settlement or final 
determination of the Umesolved Claim in accordance with the Claims Procedure Order, the 
Meeting Order, the Plan or otherwise, as applicable. To the extent that Unresolved Claims 
become Proven Claims or are finally disaJlowed, the Umesolved Claims Escrow Agent will 
release from escrow and deliver (or in the case of Litigation Trust Interests, cause to be 
registered) from the Unresolved Claims Reserve the applicable distributions to Affected 
Creditors with Proven Claims, in each case as set forth in sections 5.5(c) and 5.5(d) the Plan. 

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 received therefrom or 
accruing thereon will be added to the Unresolved Claims Reserve by the Unresolved Claims 
Escrow Agent and no Person wiU 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 sections 5.5(c) and 5.5(d) of the Plan, at 
which time the recipient thereof is entitled to any applicable income or proceeds therefrom. 

The Unresolved Claims Escrow Agent will have no beneficial interest or right iu the Unresolved 
Claims Reserve. l11e Umesolved Claims Escrow Agent wilJ not take any step or action with 
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respect to the Unresolved Claims Reserve or any other matter without the consent or direction of 
the Monitor or the direction of the Court. 

Each of SFC, the Monitor and the Initial Consenting Noteholders have reserved all their rights 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. SFC will seek relief in the Sanction Order confirming that SFC, the Monitor, the 
Initial Consenting Noteholders and each of the parties with Umesolved Claims will have 
standing in any Court hearing or other proceeding with respect to the resolution or determination 
of Unresolved Claims. including the classification of any Unresolved Claims as Equity Claims 
for purposes of the Plan. 

Undeliverable Distributions 

SFC Escrow Co. will hold any Undeliverable Distributions in escrow and administer them in 
accordance with the Plan. No distributions in respect of an Undeliverable Distribution will be 
made unless and until SFC and the Monitor are notified by the Person entitled to receive the 
Undeliverable Distribution ofits current address ancl/or registration information, as applicable, at 
which time the Monitor will direct SFC Escrow Co. to make all such distributions to such 
Person, and SFC Escrow Co. wi.ll 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 
fmal Distribution Date, after which date the right to receive distdbution.s under the Plan in 
respect of such Undeliverable Distributions shall be fully, finally, irrevocably and forever 
compromised, released, discharged, cancelled and barred, without any compensation therefor, at 
which time any such Undeliverable Distributions held by SFC Escrow Co. will be deemed to be 
cancelled without consideration. No interest is payable in respect of an Undeliverable 
Distribution. 

Otlter Restl'ictions 

SFC Escrow Co. will 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. SFC is not pennitted to 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. SPC Escrow Co. is 
not permitted to exercise any voting rights (including any right to vote at a meeting of 
shareholders or creditors held or in any written resolution) in respect ofNewco Shares or Newco 
Notes held in the Unresolved Claims Reserve. SFC Escrow Co. will not receive any 
compensation for the performance of its obligations Wlder the Plan. 
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EXHIBITF 

RESERVES AND OTHER AMOUNTS RELATING TO THE PLAN 

As set out in the Plan, certain reserves and other amounts must be established on or prior to the 
Plan Implementation Date in accordance with the provisions of the Plan. Capitalized terms used 
but not defined herein have the meanings ascribed to such te1ms in the Plan. 

Indemnified Notcholder Class Action Limit 

The Indemnified Noteholder Class Action Limit has been established as $150 million. 

Unresolved Claims Reserve 

The Unresolved Claims Reserve will contain Newco Shares, Newco Notes and Litigation Trust 
Interests in respect of any Unresolved Claims. The Unresolved Claims as at the Plan 
Implementation Date are expected to consist of contingent and unresolved indemnity claims 
against SFC in respect of (1) monetary penalties that may be imposed by the Ontario Securities 
Conunission against third parties seeking indemnity from SFC, (2) the Indemnified Noteholder 
Class Action Claims, which claims and related indemnity claims are limited to a maximum of 
$150 million by operation of the Indemnified Noteholder Class Action Limit, and (3) 
reimbursement of defence costs of third parties seeking indemnity fi·om SFC. No consideration 
will be paid in respect of Unresolved Claims unless, until and then only to the extent that such 
Unresolved Claims are ultimately determined to be Proven Claims. 

Each ofSFC, the Monitor and the Initial Consenting Noteholders have reserved all their rights 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 pa1t or that such Unresolved Claims 
should receive the same or similar treatment as is afforded to Equity Claims under the terms of 
this Plan. SFC will seek relief in the Sanction Order confirnting that SFC, the Monitor, the 
Initial Consenting Noteholders and each of the parties with Unresolved Claims will have 
standing in any Court hearing or other proceeding with respect to the resolution or determination 
of Unresolved Claims, including the classif3cation of any Unresolved Claims as Equity Claims 
for purposes of the Plan. 

Other Resel'ves 

The amount of the Administration Charge Resen·e, the Dil·ectors' Charge Reserve, the 
Unaffected Claims Reserve and the Monitor's Post-Implementation Reserve wHl be determined 
prior to the Plan Implementation Date. 
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EXHIBIT G 

DRAFT PLAN SANCTION ORDER 
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DRAFT 

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

THE HONOURABLE MR 

JUSTICE MORA WETZ 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 
) 
) 

MONDAY, THE lOth 

DAY OF DECEMBER, 2012 

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

AND JN THE MA TIER OF A PLAN OF COMPROlVIISB OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

PLAN SANCTION ORDER 

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

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

sanctioning the plan of compromise and reorganization dated Octobet· 19, 2012, which Plan is 

attached as Schedule "A" hereto, as supplemented by the plan supplement dated November • , 

2012 previously filed with the Court, as the Plan may be further amended, varied or 

supplemented from time to time in accordance with the terms thereof (the 11Plan11
)) and (ii) 

pmsuant to the section 191 of the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as 

amended (the "CBCA"), approving the Plan and amending the articles of SFC and giving effect 

to the changes and transactions arising therefrom, was heard on December 7, 2012 and 

December 10, 2012 at 330 University Avenue, Toronto, Ontario. 

ON READING the Notice of Motion, the Affidavit of W. Judson Martin sworn •, 2012 

(the "Martin Affidavit11
), the • Report of FTI Consulting Canada Inc. in its capacity as monitor 

of SFC (the "Monitor' ') dated • , 2012 (the "Monitor's • Report") and the supplemental repol't 

to the Monitor's • Report (the ''Supplemental Heport") and on heating the submissions of 

counsel for SFC, the Monitor, the ad hoc: committee of Noteholders (the 11Ad Hoc 

WSLer,n110592S0\00007\l.m l J SOvl! 
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Notehold~rs"), and such other counsel as were present, no one else appearing for any other 

party, although duly served with tbe Motion Record as appears f1·om the Affidavit of Sel'vice, 

filed. 

DEFINED TERMS 

1. TillS COURT ORHERS that any capitalized terms not otherwise defmed in this Plan 

Sanction Order sha11 have the meanings ascribed to such terms in the Plan aud/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. TIDS COURT ORDERS that the time for service of the Notice of Motion, the Motion 

Record in support of this motion, the Monitor's • Report and the 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. TIDS 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 

(includ_ing, 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 confonnity 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 Sm1ction 

Order was open to all of the Affected Creditors and al1 other Persons with an interest in SFC and 

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

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

all other Persons on the Service List in respect of the CCAA l)roceeding were given adequate 

notice thereof. 
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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 Glass. 

7. THIS COURT ORDERS AND DECLARES that: 

(a) the Plan has been approved by the Required Majority in conformity with the 

CCAA and the Plan Filing and Meeting Order; 

(b) SFC has complied with the provisions of the CCAA and the Orders of the Court 

made in the CCAA Proceeding in aU respects; 

(c) SFC has acted and is acting in good faith and with due diligence, and has not 

done or purported to do (nor does the Plan do or purport to do) anything that is 

not authorized by the CCAA; and 

(d) 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 ofthe CCAA. 

PLAN IMPLEMENTATION 

9. THIS COURT ORDERS 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 ru1d 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 section 6.4 or 6.5 of the 

Plan, and shall enure to the benefit of ru1d be binding upon SFC, the other Released Parties, the 

Affected Creditors and all other Persons and pruties named or referred to in, affected by, or 

subject to the Plan, incluc:ling, without limitation, their respective heirs, administrators, 

executors, legal representatives, successors, and assigns. 
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10. THIS COURT ORDEH.S that each of SFC and the Monitor are authorized and directed 

to take all steps tmd 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. TillS 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 are 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. TinS 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 SPC and Goodman.<J LLP to the Monitor in writing, the Monitor is authorized 

and directed to deliver to SFC and Ooodmans LLP a certificate in the form attached hereto as 

Schedule "B" (1he "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 Implementation Date, the Monitor shall tile the 

Monitor1s 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 sections 6.4 and 6.5 of the Plan, without any further act or formality, beginning 

at the Effective Time. 

14. THIS COURT ORDEHS that SFC, the Monitor and the Ad Hoc Notcholders 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. 
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15. THIS COURT ORDERS that from tmd after the Plan Implementation Date, and for the 

purposes of the Plan only, (i) if SFC does not have the ability ol' 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 apptovaJ 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 aJJ 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 nre entitled pursuant to the Plan. 

17. THIS COURT ORDERS AND DECLARES that, pursuant to and in accoa·dance with 

the tetms 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) shall be fully, finally, 

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

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

1 8. 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 1·cspect to, in 

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

19. THJS 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 

WS'Legol\059250\0000718331 1 50v8 

782 



6 DRAFT 

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. TillS COURT ORDERS that, on the PJan Implementation Date and at the time specific 

in Section 6.4 of the Plan, the SFC Assets (including for greater cetta.inty the Direct Subsidiary 

Shares, the SFC Intercompany Claims and all other SFC Assets assigned transfel'l'ed and 

conveyed to Newco 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 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. Any Encumbl'ances or claims affecting, 

attaching to or relating to the SFC Assets in respect of the foregoing are and shaH 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 Ncwco or any other Person. 

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

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

issued, assigned, transferred or conveyed pllrsuant to the Plan will be 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, 

Sectioo 5.1(2) D&O Claims, Conspiracy Claims, Continuing Other D&O Claims, Non-Released 

D&O Claims, Class Action Claims, Class Action lndemnity Claims, claims or rights of any kind 

in respect of the Notes or the Note Indentures, and any right or claim that is based in whole or in 

part on facts, underlying transactions, causes of action or events relating to the Restructuring 

Transaction, the CCAA Proceedings or any of the foregoing, and any guarantees or indemnities 

with respect to any of the foregoing. 
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22. THIS COURT ORDERS that the Litigation Trust Ag1·eement 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. 

23. THIS COURT ORDERS that section 36.1 ofthe CCAA, sections 95 to 101 of the BJA 

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

transfers at undervalue, shall not apply to 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 Schedule "C" 

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

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

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

agreed to by the Monit01·, SFC and the Initial Consenting Noteholders, all Existing Shares and 

other Equity Interests shall be fu1ly, finally and hTevocably cancelled. 

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

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

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

27. THIS COURT ORDERS AND DECLARl~S that the issuance and distribution of the 

Newco Shares, the 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 shall be 

exempt from alJ prospectus and registration requirements of any applicable securities, corporate 

or other Jaw, statute, order, decree, consent decree, judgment> rule, regulation, ordinance, notice, 

policy or other pronotmcement having the effect of law applicable in the provinces and 

territories of Canada. 
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28. TIIIS COURT ORDERS AND DECLARES that upon the Plan Implementation Date the 

initial Newco Sh~:u·e in the capital ofNewco held by the Initial Newco Shareholder shall be deemed 

to have been redeemed and canceJled for no consjderation. 

29. 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 Seculities Act of 1933, as amended, pursuant to 

section 3(a)(1 0) 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 

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

remains a party on the Plan hnplementation Date, or (ii) Newco becomes a party as a result of 

the conveyance of the SFC Assets to Newco 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 Plnn 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 o·bligation, agreement or lease, (including any 

right of set-off, dilution or other remedy), or make any demand against SFC, Newco, any 

Subsidiary or any other Person under or in respect of any such agreement with Newco 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 Proceedjng or this Plan Sanction Order or prior 

orders ofthis Court; 
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(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, incJuding, wjthout limitation, the transfer, conveyance and assignment of the 

SFC Assets to Newco; or 

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

arrangements or reorganizations effected pursuant to the Plan. 

31. 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 proceeded with or that may be 

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

RELEASES 

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

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

barred on the Plan Implementation Date at the time or times and in the maru1er set forth in 

section 6.4 ofthe Plan: 

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

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

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

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

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

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

tl1at 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; 
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(c) all Class Action Claims (including, without limitation, the Noteholder Class Action 

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

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; 

(e) any portion or amount of or liability of the Third Party Defendants for the 

Indemnified Noteholder Class Action Claims (on a collective, aggregate basis in 

reference to all Indemnified Noteholder Class Action Claims togethel') that exceeds 

the Indemnified Noteholder Class Action Limit; 

(f) 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 to the extent that S11Ch Class Action Indemnity Claims exceed 

the Indemnified Noteholder Class Action Limit; 

(g) any and aU 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, existing or hereafter arising, against Newco, the 

directors and officers of Newco, the Noteholders, members of the ad hoc committee 

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

governance cotmcil), partner or employee of any of the foregoing, for or in 

c01mection with or in any way relating to: any Claims (including, without limitation, 

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

Claims; Section 5.1(2) D&O Claims; Consphacy Claims; Continuing Other D&O 

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

Claims; any right or claim in collllection with or liability for the Notes or the Note 

Indentures; any guarantees, indemnities, claims for contr1bution, share pledges or 

Encumbrances related to the Notes or the Note Indentures; any right or claim in 

coWlection 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; 

(h) any and all demands, claims, actions, causes of action, counterclaims, suits, debts, 

sums of money, accounts, covennnts, 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, existing or hereafter arising, against Newco, the 

directors and officers ofNewco, 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 whole or in part on any act, omission, transaction, duty, 

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

or taking place on or prior to the Plau 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 c01mection 

with the CCAA Proceeding, RSA, the Restructuring Transaction, the Plan, any 
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proceedings commenced with respect to or in connection with the Plan, or the 

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

creation ofNewco and the creation, issuance or distribution of the Newco Shares, the 

Newco Notes, the Litigation Trust or the Utigation Trust Interests, provided that 

nolhing 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, the Newco 

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

case may be; 

(i) 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 natw·e which any Person may be 

entitled to assert, whether known or unknown, matured or unmatured, direct, indirect 

or derivative, foreseen or unforeseen, existing or hereafter arising, 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 

Hability for the Existing Shares, Equity Interests or any other securities of SFC; any 

tights or claims of the Third Party Defendants relating to SFC or the Subsidiaries; any 

right or claim in c01mection 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 fl.Jings, 
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statements, disclosures or press releases relating to SFC; any right or claim jn 

cmmcction with or liability for any indemnification obligation to Directors or Officers 

of SFC or the Subsidiaries pertaining to SFC, the Notes, the Note Indentw·os, 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, disclos·ures 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; and 

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

pursuant to the Plan). 

33. TillS COURT ORDERS that nothing in the Plan shall waive, compromise, re1ease, 

discharge, cancel or bar any of the claims listed in section 7.2 of the Plan. 

34. THIS COURT ORDERS that, for greater ce11ainty, nothing in the Plan 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 Jnde,ntures 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, Encumbnmces or other obligations owing by 

or in respect of any Subsidiary relating to the Notes or the Note lndentw·es. 

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

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

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

rocoveries from any Person, (including SFC, any of the Subsidiaries or Newco ), other than 

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

applicable insurer(s). 

38. THIS COURT ORDERS that all Persons are permanently and forever barred, estopped, 

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

Claims, from (i) conunencing, 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 n judicial, arbitral, administrative or other forum) against 

the Released Parties; (ii) enforcing, levying, attaching, collecting or otherwise 1·ecovering or 

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

against the Released Pru11es 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 conttibution or indemnity or other relief, in common law, or in equity, breach of tn1st or 

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

of any nature or kind whatsoever (including, withO\.lt limitation, any proceeding in a judicial, 

arbitral, administrative or other forwn) 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 jmplementation or consummation of this Plan; provided, 

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

THE MONITOR 

39. 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 and this .Plan Sanction Order to facilitate the implementation of the 

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

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

Order, the Order of this Court dated Apri120, 2012 expanding the powers ofthe Monitor, and as 

an officer of the Cow-t, including the stay of proceedings in its favour; (ii) the Monitor shall incw­

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 m· 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 fi·om any errors or omissions in such books, records or 

information. 

41. 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 

ce1tificate 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 

discharged from its duties as Monitor and released of all claims !'elating to its activities as 

Monitor. 

42. 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. 

43. THIS COURT ORDERS that, st1bject 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 di.J:ections 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 

44. 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 Directors' Charge Reserve, the 

Monitor,s Post-Implementation Reserve and the Unresolved Claims Reserve, is as provided for 

in the Plan, the Plan Supplement or in Schedule "D" l1ereto. 

WSLelJ•I\0}9250\00007\l!.H 11 50v8 
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45. 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 ofthe 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: (i) the 

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

the payment of any amounts secured by the Administt·ation Charge; and (ii) the Directors' 

Charge Reserve shall stand in place of the Directors' Charge as security for the payment of any 

amounts secured by the Directors• Charge. 

46. THIS COURT ORDERS that any Unresolved Claims that exceed $1 million shall not 

be accepted or resolved without further 01·der 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 Ad Hoc Noteholders, Goodmans LLP, shall continue to have 

standing in any such proceeding on behalf of the Ad Hoc Noteholders, in their capacity as 

Affected Creditors with Proven Claims. 

EFFECT, RECOGNITION AND ASSISTANCE 

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

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

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

48. TIDS COURT ORDERS that the transfer, assignment and delivery to the Litigation 

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

Tnlst CJaims 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. 

49. THIS COURT ORDERS that the cun·ent directors of SFC shall be deemed to have 

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

iJt such capacity for any and alJ demands, claims, actions, causes of action, counterclaims, suits, 

WSI.<lg•l\OS?2SO'o00007\833 I I 50v& 
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debts, swns 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 unmatmed, direct, indirect or detivative, foreseen or unforeseen, arising 

on or after the Plan Implementation Date. 

50. THIS COURT ORDERS that SFC and the Monitor may apply to this Court for advice 

and direction with respect to any matter arising fi:om or under the Plan or this Plan Sanction 

Order. 

51. TillS 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. 

52. TillS 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 

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 tetms 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 Comt, as may be necessary or desirable to give effect to this 

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

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

Plan Sanction Order. 

53. 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 cout1s 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 

WSLe!l~l\059250\00007\833 J J 50v8 
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Plan Sanction Order and any other Order granted by this Court, including for recognition ofthis 

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

54. THIS COURT ORDERS that this Plan Sanction Order shall be posted on the Monitor's 

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

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

Plan Sanction Order. 
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NOTICE OF MEETING 

AND 

MEETING INFORMATION STATEMENT 

r ela ting to a p1·oposed 

PLAN OF COMPROMISE AND REORGANIZATION 

under the 

COMPANIES' CREDITORS ARRANGEMENT ACT (CANADA) 
and the 

CANADA BUSINESS CORPORATIONS AC1' 

concerning, affecting and involving 

SINO-FOREST CORPORATION 

October 20,2012 

- . "" 

This meeting Information statement is being distributed to creditors of Sino-Forest Corporation in comtectiou 
witll the meeting cnlled to couside1· the plan of compromise and reorga11ization p1·oposed by Sino-Fo1·cst 
Corporation whicJ1 is scheduled to be held at 10:00 a.m. (Toronto time) on November 29, 2012 at the offices of 
Bennett .Jones LLP, 3400 One First Canadian Pluce, Toronto, Ontario. 

These muterials requis·e your immediate atte11tion. You sl10ulrl COJISull yout· legal, finallcial, tax or otl1e1· 
professional advisors in connection with the contents of these 1loc:ument:;. 
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PROOF OF CLAIM AGAINST 
SINO-FOREST CORPORATION 

1. Ortginal Claimant Jdentific;:t~on (the. "Clahnant") 

LegalN'amil- of.Clalman~ Emst-&Youngl.LP 

Mdtes~ 

Ernst & Young tLP 
222 Bay Street P.O. Box 251 
Brnst&YoungTower. 2tsl Floor 

Ctty: TOJ<?Ilti! 

Postal/ZIP. r:;o9e: MSK l,J7 

P,rov I State: QN 

Z~ A,ssigne~, .U' ~l;;lh;n b.as~:J}·~en as~ig)')ed 

.Puli Lie¢ ~ameofAsslgnee ___________ _ 

Address. ___ _,_,---------------

Pi>stal/Z!p code.,..._ ---~--

The ApJ?llcant was and still Is indebted to:the .Claimant as follows: 

CDN 

USD 

Onglnal Currency 
· Amouqt 

-$7:154;200.0!)0.00. 

·pJu'S all not y:et 
qua:nttfied.tynknown 
amounts .as set; out in 

S-cllepule "Al" 

$.1.805.000.000,00' 

plilsalln~ 

ill@.ru:ified/unknow 
amounts as set aut ln 

Schedule "Al .. 

Unse~.red 
P.refili!)g, Claim 

0 
0 

N<nne.ofContact: DorlsStamml 

e-mail: dorts.stan:m,>l@ca.ey:·com-

Phonejt __________ _ 

Fax it __________ _ 

e•mal ...... · --------~--

Restructuring eta!~ 

0 
0 

0 

0 

0 
D 
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3b. Claim against Subsidiaries 
Jfyou have or: in.tend ~o make a daim ag1l-ii_lst one or more Subsidiaries which Is based in whole .. or in part on 
facts, underlying transactions, caus.es of act~ on: or .. events relating to a clai;m mad.e against the A:pp1kant above, 
check the box below; list the S.tibs_!diaries agajnstWflo~ you asse·rt your claim, and provide par_tlq.dars of your 
daim againstsm:h SubSidiaries. · 

IZ!I/we have a claim against one or more Subsidiary 
Name(s) ofS'Qbsiqi:ar.I~·s: 

Currency 

-See Scbegule B for a list of QQN and \$.[) 
all subsidiaries claimed 
SWliMt 

Qrtgh1al 
Cu:rre_t:lt:Y A-mount 

All . amounts- . c@.ime~ 
hi :Sc;hE;duie •Afi• ar4' 
·also :clalmgd. a~_nst 
the ®titles: lt~d .. in 
sclied!ile'R 

Arnounl: cif. Claim 

All amounts 
clafmed i,n 
Scbed\!le "Al" 
ate alsp claimed 
9gainst the 
~ntiftes listed ·in-
S'obedtlle B 

Jtrn:st'·& Young LLP' ,;eser-Ves aU. rlghl$. as against tlto~e entitles listed on Schedule "B'~ lncll.(di'ng for 
greateri certalnty tilfdltect m1d ·tri.dlret:t subsidiaries of Sino-Forest CurporatJonJ Ernst & Young LLP has 
d.~crib'i!.d. it$ cili"'fen~ claims against sl!_b~iiliarles wltlwut prejudice _to the fact that such claims may be 
(lSserte# or af11e.n.ded at a::zater lln:l~· . . 

4. Documentation 
Provl.de :rul.p<~rtkulars of the G.l~hn and st,tpporting d~cumentat!bn~ ipd!lq~g amQ!ln!:nu1d descrfptlon oftra,nsacdon{s) (lr 
agreement~). or legal breach(es) giving rise to the Claim. · · · · · ·· · 
See Schedule" A2" plus all documents a,ppended thereti>. 

5. Certificati6n 
Thereby· cel'tify-that: 

'l: I am l:be Clalman~ or authorized representatlveofthe-Ciaimanl 
2. I have knowledge of all the circumstances connected with this Clatm. 
3. Complete documentation In supportt>fthis claim Is attach~d. 

Name P.o.* Sta,mn:il 

Dated at TorQ,nto 

thls 20.11! day of Juri.e, :Z012 

"~~ Ghl•'?~ Jd-A -~ 
Slgnatu:re ---~'-:--=::::::;:;;;;.;;;;;;;;;;~;;;;;;i"===;:::=-------
~=~ 

Witness -----------------
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6. Filing,of Claim 

This Proof of Claim ~ust be received by the · ~onitor by:. J.l·~ la.ter than S100pm. (Pr.evaiUng 
Eastern Time) .on }li:fie zo, 2012,-by-registered.maiL courier, personatdellvery orelectrqni~·or 
digital transmission at the following address:. · 

FT~ Q>nsulting Canada Inc. 
Cour.t~appointeCI Monitor ot'$ine-F·or~st Corporation 
TD.:Watethl'>use Tmve.r · 
;;79 WeR'irtgroii.StreetWe·~ 
suite zo to~ P.o. Box·104; 
Toronto; ontarto .MSK.lG.S: 

Attentl.i:in::J odi :Porepa.., 
Tel'ep~on·e: (416}649~80.94 
E..imatl· Sfe@ft:itorisilltlffu oolh' ,.. . · , ~ - . . . ~~ 

An ¢teetr?rii¢ ii~rS'lori of this fori:n Is avci liable: at ·l\trp;/ldcar:iada.ftjconsulting,c:oml.$fc. 
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SCHEDULE: ~'AV' 
CLAIM OJ.1, ERN$T & YOUNGLLP A-GAINST SFC AND SVBSIPIARIES 

1. Breach of contraet: 

·(a) damages in an. amount yet to be- qua.nti:lie.d as: more.; particularly se.t o:ut ill 

S·ene(lule:'UA2U' and 
• • • • • • • ' • • 0 .... 

(]>} costs aiid interest. 

: da:DJ:!3.g~$. iAi ·~ ru:D.olitlt'. yet :to b~ ;qtia.ritifi.¢. ~, #loJ.e: ~P..azticl:!J.~ly· set :(?~f m . . .. 

SC'he<iufe : •. , M)~. and . .. . . .. ·" ., .. 

(b}. ·c:osts·and intereSt. ... '•• ...... ·. ... . 

(a) dam:a:ges in an a:rnount y~t..:to Q¢ qw.mtiP.e4. as. more: !'a.¢cula:tly set o~t in 

(b) co.sts and il;tteie5t 

4. JndticingBreaCh ofct->:irtract: 

(c) c1ainages in an atn:ollht yet: to be quantified as more particularly set out in 

Schedule "A;2"; and 

(d) costs and interest. 



5. Reputational Loss: 

(a) damages in an amount yet to be quailtified as more particularly set out in 

s·chedule ''A:JY; and 

(b) ~s.ts aq.d int_yrest, 

.6. Contractual indemnification iii. tespec;t of any amoun,ts pai4; or payable by Ernst &· Yo\lhg 

LL,P jn.:respect of: 

(a} The actioil: .. jn Ontati.Q Superior Gol.Jrt of Jus.ti~ Court. Fife No. CV-11.,. 

4311~300CJ?. (only as ¢.~-Oo\l;rt.pe.qnitS): 

(j) drunages ~lai:r.n'¢d :in tlie ti!p.<?im;t qf up to CD~ .$'1, 149,-f.OO,OO.O.OO;:: 

Oi} damages c1a.Uned.in the amount Pfupto usn $.i,S05,Q,OQ~O.QO.OO; 

(iii) any unknown; ~o.un~ not yet pleacied ·or .qu~tified (iilclucf.ing fu.t~est 

and costs) against :EPlllt 8t Youn,g ~LP in this proc~ding; and 

(iv} any ~oilnts in~ed or. to· be incu.rr~ by Ernst & young LL'P wit!) 

re,sp~ct to its def~~·.ofthe abov~~mentioned proceedj:ng. 

(b) 'The ·action in Qileqe~ SflPeri9..r Cou.rt FUe No-: 200-06-000:132-i 11 (only as: 

authorize.d and· given representative status): 

(i) unknown and unquantified damages in Canadian dollars; 

(ii) unknown and unquantified damages in U.S. dollars; 

(iii) any unknown amounts not yet pleaded or quantified (including interest 

and costs) against Ernst & Young LLP in the above-mentioned 

proceeding; and 

,e 1 2 
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(iv) a.ny amounts :incurred or to be incurred by Ernst & Young LLP with 

resp.eet to its defence: of the above-mentioned proceeding. 

(c) The verified oompll:lint fu S1,4preme Court of t!L.~ State ofNeyv YorA:, County of 

New York- Index Nd .. 650258/2012.: 

(1) unk:nown an:d unquantitied'dam:ages in .Canadian doll~;. 

any U9kfloV(n ~o1lnt$.: n9t, yet pleaded .or ,q:uantifieq (including interest . . 

respect to i~ defe.hte ofthe _a_bri\fe;.nientioned proceeding. 

(d) Other Proceedings (as defined m SchedUle. "A2'' to this Proof of Claini): . . , 

(i) unknown and U!lqu:antified damag~ in CBnadian dollars~ 

(ii): PI1lwo~ an4 UJ.lq~antined ,dar,u~g~ \n t.J .• s. dollars; 

(ii:i) any unknow11 ~OUil,ts not yet plead:ed or quantified (including j.nt~est 

and costs) against EniBt & Young LLf. in the Othe;r Proceedings; and 

(iv) any amounts incurred or to be incuned by Ernst & Young LLP with 

respect to the Other Proceeding.<>:. 

(e) In respe.ct of claims (a)~(d) above, to the oate of this proof of claim, Ernst & 

Young LLP ha~ incuned legal and related costs of approximately $5,000,000 and 

continues to ine1.u· costs. 
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7. Contribution and indemnity under the Negligence Act, R.S.O. 19'90, c. N-1 and any other 

applicable legislation outside of Ontario in respect of the· actions and other proceedings 

listed in 6 (a)-(d) above and for the :costs ,set out in 6 (e) above. 
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SCHEDULE "A2'' 

THE CLAIMA.t~T AND BACKGROUND TO THIS CLAIM 

l. Ernst & Young LLP ("E&YP); is a firm· of chartered accountants carrying on ·business in 

~ Canada as a, limited liabjlity partnership" :E&Y. delivered Audhors' Reports with regpect to the 

cpnspliQ.ated finp..nc.i~ S'tateinepts of ~~o~Fot~: .CoiP9i.~tiQn :("SFC'~, tJJ.e, "Applicat!f.' m; ~~ 

~~Company~) for fis·cal y~~s en~ecFOecen;iber l·l' •. 2007-"20t9 :inclusive· and with respect to the 

consolidated. financial statements of two o.f.SFC~-s s41J,~dfaii~. (Sino-Woot:l P~Uinvr.s,-.Lin:ii.ted ~d 

Sirip-:P a;n,el (Asia) hie~) for fi.s~ai yea.is .ended December. 31, 'ioo7 and 2.00.8. Ftom time to time? 

.E&Y e;oU:Serite4 :tti fue j;n®l'p·o~.ation .by refciert'c,e :4f its Ati<U:totsl. ~eportB· Willi ,·~pect t() the 

cpnsoli<fat~d fulanc~al sf<ltem~ts qf, ~fQ in@_iiiP., p;ro,Sp~~t:Q:s;~ aD:ddept C;l.ffer:i:ng ,~~o:randa of 

the Company. In additl;on tQ -~mdit servi,~, E~Y: als.O:PtP:Y.id~ otbef:pt:Qfe$~p.rfat: ~cmric~:: U;> 

SFC and· lts direct· and. indirect su:bsidliu;l.es· (the "SFC S.l:lbsidiaries.>1. Wher.e: contextrumy 

appropria~e; SPC shall refer to SEC. and the SFC Subsidi~es tulle.ss otherwise noted. E&Y 

resigned a& SFC' s aud,itor .et:f~ve J-\:pril4, 20 i2. 

2. E&Y claims as against SFC and ~SFC Sub$id1iui~: for; 

(a) Claim~ agallist eaeh ofSFC arid the:SFC Subsidiaries for damages relating to: 

(i) Breach of contract; 

(ii) Negligent misrepresentation~ 

(iii) Fraudulent misTepresentation; 

(iv) Inducing breach of contract (as against the SFC Subsidiarie~; only); 
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(v) Injury to Reputation; and 

(vi) Vicarious Liability; 

(b) Contractual indemnity,.. ,pursuant .to: E&Y's engagement letten;,. as described 

further belpw; a11d 

(c) Contti~U:tion and indemnity-under the N.eiitgence Jd,.Ji.S.O 1990.,_ c; N-:1 arid 

other applicabklegislafioll:, ~utside of()n.tario (the ;'Negllgence Act'), 

··~, The relatiotl§hip between E&Y on the <>ne han~. :and SFC, tl:ie..SF.C. Subsidiarie:s an.d thefr 

·l'espective dfreptor8 and officers op. the .. other~ Was at a:tl:material f;b:n~ at-.a.JID,~s length. •E&:Y 

. contrac.ted witl). SFC to :prov.iQ,y it -with. aU.diting services upon te:miS established by a series of 

e11gagement letters (the "Enga.g~-01ent Le.tt~'.) · :(qr 40.07 through arid incb1d,ing:,20 10, attached as 

Schedule Cl. 

4. Management of SFC and the SFC. $hbsi.di,atie8. W,as' and is responsil:lh~ for the preparation 

and fair presentation ofSFC's consolidated f4lancial state~ents, which SEC prepared a:nd issuett 

and contracted With .E&Y on benalfof SFC and flie SfC SuQsfdi¢~ to audit Mamig~ment was 

r~ponsible for !;he prepi:uidion of those oonsblidatc:d financial statements in· accordance with 

Canadian generally accepted accounting principles ("GAAP'')> and for such internal controls as 

managern.ent determined were n~cessary to enable the preparation of consolidated financial 

statements that were free from material misstatement, whether due to fraud or error, The Board 

of Directors of SFC approved the consolidated financial s.tatements. Th~ consolidated financial 

statements were accompanied in all cases by representations from management. 
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5. E&Y,s responsibility was to express an op1ruon on fuose consolidated financial 

statements based on its audits conducted in accordance with Canadian g~erally accepted 

auditing standards ('~GM~ ... ). 

6: E&Y bad a <lire¢ profes8i<;>nat reJ~ti9n.ship ~th: SFG and with each of the. SEC 

Subsidianes. (more. parlic,ijady descri~r:4 as SF¢ ana.~ ·as at Pecerribe.r ·~·1~ 20.1 a, tb.o,se en.titi~ set 

ot1t ~ the Corporate Ox;$anizat1on Chart at Schedu:le 'iCtd~, .. 

7 . ! E&Y as auditor >Of SFC ~~ not ~Y~. any r~latipn.mip:= wl.t:h . the ~uity or clebt hoidet$ of 

SFC in their CAPacity. as secunty hoiders :of SFC. E&Y was not. a: shatehold~r; :other. ·equity 

holder or a ·holder of fim.ded de'bt ofSfC at any. 8fC ·Sul;lSicli.ary:: 

8. .A. rail' fel'evant times; E&Y· proVided setvices Ur SFG anclthe 'sF' c.· Siibsidiaries· upon pr:e-: 

established ·c<>ntractual· terms witJ?. the 'e;x:pectation: of receiVing feeS for the ·professional' services 

rendered, dep,endci:tt'in,.J:l.o way 01,1 the Company,~ :financi~ p.eifortn.ance. 

9. E&Y'·s Audi~rs·' Reports in re.spect of·the fiiiandal statements for. the fis'cal years :en.ded 

Decemb.er 31, 2007 t0 201 0 were/prepaj.ed forth¢ ·purpo~¢8 set otit in the· Business CorporationS 

Act (Canada) . .A:.lth.ough fucoxpo:rated by reference (as tequiied by ~pptl9(lble securities laws) 

into prospectuses filed by SFC, E&Y's Auditors~ Reports were not prepared for that purpose. 

10. E&Y's claims against SFC and the SFC Subsidiaries are: 

(a) Creditor claims; 
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(b) Derived from E&Y's retainers by and/or on behalf of SFC and the SFC 

Subsidiaries and E&Y's r.elationshlp with sucl,i parties, &11 of which are wholly 

independent and conc~tually different frQm th~ cla4ns a~h!~nce4 by the. pl~ntiffs 

on 'Qehalf of the InteresteCI Parties (as defined below)} 

(c) Claims. thatinelude the. costs o'f ciefehdiilg @d·.~esppn<:fing to·:V:anc;nt~ P.roceedings; 

bpth pre- an4 pci.st-fiJing; ~d 

(d) Not equity claims in. the ~eps~ contem,phite.d by. the' ·.Comp~n.ies/ CreditO.r;$ 

Arrangement Act~. R.S.C. 1.98:5-; c. C;.36~ Equity. hoidds 6£: SF'C have. not 

advaile:ed, and could not advance~ ·any· cllrims against .the: SFC' Subsidiaries. 
• •• • •• •• ' •• ••• • •• ,. • j 

'PROCEEJ)INGS AGAlNSTil:&Y 

J l. E&Y has been named as .a defendant in various le~al ~roceedin~s in connection with the 

serviCe$ that it ptovid.ed to SFC . . The p1ain;tifXs iri th~~ ctctions~ .. on b~alf of ~ent and .past 

holders of S'FC•s securities (collectively the "Interysted Parties"), seek to have the actions 

certifie;d as class pro~gs under the r~le.va,nt legislation. N<>.n.~ of the act;ions bas been 

certified and leave is required for certain of the relief sought. Cunent. proceedings in which 

claims are advanced against E& Y are: 

(a) an action in the Ontario Superior Corut of Justice titled, Trustees of the Labourers · 

Pension Fund of Central an4 Eastern Canada et al v Sino-Forest Corporation et 

al. beaTing Court File No. CV-11 -431153-00CP, in which the plaintiffs seek 
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darnages of approximately $9.2: billio.n in the· aggregat~ on behalf of resident and 

non-resident Intere$ted Parties;, 

· (b) an action m the Q~ebec S4peiiqr Couif. titl~d Guining Lui y Slno-Forest 

Corporation et al: beatihg Co\Jrl F.ile No: 2{lChO!fi;,OQOl32--:111, in which the 

plaintiff~· .se~~ unqu~ti,n~d. c:Jamag~ likely o,n: b~ha:lf of Qiiebec -resident 

Interested Parties; and 

(¢) an 'action, iii the: S'\fprei;i,l~ Cq~rt.ef Pi~$t.at~ p-f~ew. Y.or~ 'title~ ))(JVi4J.£apard 

artriJ¥lf l!,ina11c~ S4 ei'aJ y. Sina,:.Poreit GQrp9ttiiwn. et::al. B.earingCouri l:n:dex 

:'No. ·zo.o,_oD~QO'O 1.32.-rn, ··ill whlch th~ plaititiffs ·S®k ·1lriqWlnti.fiea .i4.unages on 

beh.~{ofin~eyested}1iuti'es who purchased shares.:ov:er the ·eo\inter.("OTC") in· the 

United .States, a,o:(l noteholders; 

(collectively, the ·~Cl.a.ss Actio~''):. 

12. B&Y i~ expo·sed to :fur.thei'pro.ceed,in'gs,·i4oluding tho~etl;Iat !fiay be ·CO,timienced in the 

future in oonnection with the serviceS perfordie4 fo:t: SFC (the "Other :Prpceed,fugs,.). 

13. The Class Acti'oil.S include 'allegations that the :financial statementS of SFC cont.airi 

material misstatements, and that E&Y mis.represeo.ted that SFG's reporting was in accordance 

with GAAP and that E&Y had conducted .its audits in a0cordance with GAAS. 

14. The claims advanced against E&Y in the Class Actions are in fact and in law distinct and 

different from the claims advanced as against SFC and its directors and officers, employees 

and/or agents. 
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15. On May 22, 2012, following an investigation by Staff of the :Ontario Securities 

Commission (the «OSC"), the OSCre]eased a Statement ofAllegations that included allegations 

thai Sf.C and certain ofits former dire~ors..and of:ficeys engaged in a complex fraudulent scheme' 

to inflate SFC' s assets., dishonestly concealing their eol?:ttol :ovet cerlai:n .r~la~~d p~ii~, falsified 

e1"idence.ofowrtersh.ip and dishonestly oo~ce{Ued weak)lesse~rili mtemal co;nt,rols witbiu SFC. 

'16. Th~ 013 C Statement o~ All~ga#ons ~states ~t E&Y, ~s a~<lltors,...:«w~e 1;1.0f.made <tw.ar.e of 

S~no..-foresfs ~ystematic: practiee of cr~ting 4e~eittbl Purchl=l$e Contracts and Sales Contract$,.: 

U;Lc1ud~~ k.eY ·atta,cfu.n~nts to these COP~ctsP and that. SFC and 'Certain ·of its: di.r.ectors .. and 

officers 'iknew .or ougpt to :ha:veJmown .that their auditors dUring the Material Tlm.e:~r~Hed on.. tQ.~ 

validitf' of certain alle~ed~y &eeitful doct:imentlf and infu.rinatic;)n. (Se~ p~&fap~ 19 and 8l of. 

.~e Stat~tnent of AJJ.egation~J 

17. Tb th:e extent that the a!legatio.nS ofthe osc are proven trtie arid there are niissmte:tnentS 

centaine.!;l in SFC's consolidated fii:lancial s.tatei:Q:'eritS, such ,nrissta~~ents· are· :th~ result of 

negp_geU.ce.· and/oi- fraud on tJ;i:e part' of S;FC arid/or: tQ.'Q SFC S-y.bsid.i#.fes a;rj.d,/o,r their. resp~etive. 

directors, 9fficers, emplQyees an.d/or a~tS (or:.~~ of the:m) ·.and : comtituie. a breach of 

contr~.ct by th~ of the express ter.ms.ofthe Engagement. Letters or .in~ing breach ofCQntiact~ 

amon& other wrongs. 

E&Y'S CLAIMS 

18. E& Y bas incurred losses, costs and expenses and is exposed to further and additional 

losses, cost.s and expenses as described in this Proof of Claim. E&Y claims a.S against SFC and 

the SFC Subsidiaries in respect of: 
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(a) Claims against SFC for: 

(i). Breach of contract (ip.cluding but not limited to breach of contractual 

terms including contractUal representati9il$);: 

(ii) Negligent mi~epresentation; 

(iii) Fraudulent IiliSI'epre5entati'o:q;,. 

(iv) Trijciy to: reputation; an~· 

(v) V~<;ario:us h.abllity;: 

(Q) Claims agrunst ·the SFC Su:bsi4iarles for the same. telief ln· (<\) :(i) -c.- (v). above., · as 

well ~ for, in4tlcing b.:tea~J:I of ~P.~~ct;: 

(c) Contractual i'ndemmiy; and 

(d) Contril;mti~n aQ.d. indern.n,ity und¢r the fregl'igence Act·. and SIJ.Y· other applicabl.e 

legi~latlon out$ide of OntaPQ• 

(a) Claims Against SFC 

19. E&Y asserts claims fo.r damag~ and.-restituijon. ·m respeef of; (i) breach of contract; (ii) 

. negligent misrepresentation; (iii) fraudulent misrepresentation; (iv) reputational loss; and (v) 

vicarious liability. 

20. E&Y has suffered and will continue to suffer the damages set out below. 
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21. E& Y performed auditing services -for SFC and the SFC Subsidiaries p:tlrsuant to contracts 

- fonnal engagement letters which, together with E&Y's Gene.ral Terms and Conditions .for 

Audit and Review Engagements (incorporated by reference into the Bngag~ent Letters), 

:constituted the tetm·S of these engagements.. 

22. E& Y' s retainer, according: to its express tetri;[s, was to a:udit an~ repot( on ttt~· 

G.ori:solidated :fibancial statements of SFC. In aeciirdance With Cifn.~dian p.rofess~ollal stand!ltds, 

tin,ancial stat~entw ~e to q,e eQJ:l~ol~d~tw whel1 .an au.dl.to~ i~ .r.~.orting ~n the fin.an:qj.al, 

state.ments of~ CQrnpany h~viflg one or .mot~ su'bsidiarie$. 

:23-. The Engqgement Letter1J. in ~. yeais gener~y ret!~ ihe agreement of SFO that, ~o;p..g, 

.other things: 

(a) The audit would. be conducted in accordanee with Canadian auditing standards. 

Those stan dar~ require that E& Y comply with ethical requirements and plan and 

perf.ori:n tb.e audit to obtajn reasonable; :tat.h.er than !ibsolut,e, ~suranGe about 

whether 'the consolidated financial statements are free of material misstat~n)ent, 

whether .due to fum_d or error; 

(b) There me inherent limitations in the audit process:, including the use. ofjudgem.ent 

arid selective testing of data and the possibility that collusion or forgery may 

preclude the detection of material error, fraud or illegal acts. Accordingly, there 

is some risk that a material misstatement of the consolidated financial. statements 

may remain undetected; and 
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(c) Management and, where appropriate; fue Audit Committee, acknowledge and 

understand that they have resppnsibility for the preparation and fair presentation 

of the consolidated fl:nancial stateinerj.'ts !llld, unauC\ited interim financial 

infon-nation in accordance with GAAP' l:lnd for such internal control as 

management deten:ni,nes is ne~si.U'Y to enable:.the pfeparati6n of the conso.lidated 

finap.~ill statements ~d unaudited mtex-l'$ ~cj~l jn.:f.o:t:lllatio.n that·~e free from 

The .Engagement Letters reflect the f91.loWi,ng~ ::the Y{.btdlng of whi~h did not vary 

·''The prepai'~o.D~ aild ·.£air representation of ~-- con8oll~ted ·fiilanc~i: 
.statements ~d ~'IJ.(Iited interim financial infC!nnatiDD.' ih 'accordanea. 
~fu:: c~adi~ · genenllly ac¢pted; aceountiJig ' p~iples <P:"e t.h~: 
responsibility of the management of the Company. Management is also 
tespon~ible for establishing, and ma,intaining effective internal controls, 
for properly recording .~actions in the accounting Iecords, for 
safeguarding assets, and for identifying and ensuring thatthe Company 
complies with the laws and regulatiOn$ applicable ~o its actiVi.ti'e:t .· 

The design and implementation of intemaf conttols to prevent and detect 
fraud are the responsibility of the .Company's maaagement, as is an 
assessment of the risk that the consolidated fu:).ancial statements, may be 
malerially misstated as a result of a :fi-a,ud. Manag~ment o.ftbe Con1pany 
is. responsible for apprising us of an known inslances of fraud or 
suspected fraud, illegal or possibly illegal acls and allegntions 'involving 
financial improprieties received by management or the Audit Committee 
(regardless of the source or form and including, without limitation, 
allegations by «whistle-blowers;" employees, former employees, 
ai:lalysts, regulators or others), and for providing us full access to 
infmmation and facts relating to these instances and allegations, and any 
internal investigations of them, on a timely basis. Alleg!ltions of financial 
improprieties include allegations of manipulation of financial results by 
management or employees, misappropriation of assets by management or 
employees, intentional circumvention of internal controls, inappropriate 
influence on related party transactions by related parties, intentionally 
misleading EY, or other allegations of illegal acts or fraud that could 
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have a non-trivial effect on the ·financial statemertts or otherwise affect 
'the financial reporting of the Company. If the Company Jim.jts t}le 
info.p.nation otherwise available to us under. tbi,s paragraph (based on the 
Company's claims of solicit.or/clie:n.t privilege or otherwise), the 
Company Will immediately infor,m us of the fact that certain information 
is be;ing withheld from us. (, .. ) 

Management of the Company is responsible for providing us with <l.Jl4 
making available complete financial records and related data a_nd copi~ 
of all minutes of meetings of shareholders, directors and committeeS of 
directors; information relating to any known or probable instances ·of 
n.Qn'-CGnipliaiice With l~¢slative or regulatory requireme.t;lts. including 
·fip.llpcial . reporting r~Wteme~t~; and information regarding all related 
parties and.:rel;rted party. tr.ansactibns. ( .... )" 

• ! , 

25. E&Y entered, into s~arate eng~gement lett~. w.i;fll SFG m coope(:tiop. ·w;.th each 

p~spf}c'I.Us; ~d dept o.ffe&.g me:inoranda which in,eorp0:.ra±e4 ?&Y's: au4j,tte".e~rt by rc;:f~.ep:c;;e 

'~anag~~t 9f. the C9IP.PanY; ·~d, tli~·:.'lUld~ter bw the p..d.rm.ey 
responsibility to eris'ilre th~ :prospectus [or the: offering .memorandux:n,. as 
the. case may beJ contains.p.o iirisr~resefitatioos." 

26. Those Offering Engagement Letter~, are attachecl to this Proof of ql.iUID: at S¥bedUle "C2". 

27. In each ~,]t& y• s a~dit t~afu included ]\lliio:r and s.en:io;r merribcis· who S;po)ce M<l:Ild'arih 

and/or Canto~ese and who read· Chinese: 

(I) Breach of Contract 

28. If the claims in the Class Actions and Other Proceedings are proven, SFC breached its 

contractual obligations, as set out in the Engagement Letters at Schedule "Cl" a.hd outlined 

above. 
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29. On May 22, 2012, the OSC publicly alleged that SFC and certain of its directors and 

bfficeJ."$ engaged in a complex fraud meant to inflate the value .of SFd 's· assets. If the OSC;s 

alleg~tions a;re proven true, S·FC ·would have committed fl-9. egregious b:re.ach .of the e>cpress terms 

of the Engagement Letters. 

30, The. OSC allegf!iibns iP:c1uae: th~ ··fQJ.1oWing: 

(a) SFC: dishonestly concealed its control ove.r Gerlain .suppliers', cu.Stc.mers ana other 

parties \v.].th whom it had csigmfleant levels ot'business ttansactioliS and misstated: 

the ·tru,e .econpmic sub~tance ?f certaii:i of tb.()se tt(\D,~acti~ns 1n: :its ~ciai 

(b) 

(c) S.fC's .Qiscl9.~~(;: of yariolJs weaknesses in internal cantrols was .misleading, 

31. 11re OSC stated that SFC failed to disclose the a.lleged d~~itfu:l docu,mentation pro:cess to 

E&Y. Jn tbatr.~gard, the OSC observ¢ fu the Statement ofAllegations: 

"19. Duri~ the Material Time, S]no,Forest's auditois were trot made 
aware of Sino-Forest's systematic practice of creating deceitful Purchase 
Contracts and Sales Contracts, incli.lding key attachments to these 
contracts." 
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32. The. OSC stated that SFC and its executives kl.lew or should have known that E& Y relied 

upon tbe allegedly deceitful financial infonnatio.n. In that regard) the OSC stated as follows in 

the Statement of Allegations; 

33. 

"81. Sino-Forest, Overseas Management and Horsley knew or ·ought to 
ha-ve known that their auditors during the Material Time relied on the 
validity of the Purchase Contracts and their attached Confirmations as 
proof of ownership of Sino-Forest's Standing Timber assets." 

to E&Y under the Ehg~~emient. Letters by railln,gto.en:sur.e the. accUraC).': offi~¢.iqiaJ. i.Dfoit;n.atj.on 

and faili~g: to ensure.:fuat management of SFC and· tlfe SFC Subsillif\iies: :mafu:t~~q. a4~q"Mt~ 

internal controls to pr~vent matena1 m.iS.stat~nier:lts·. . ~ . . 

\ ·· . 
34. If'proven true, SFC's failure to disclose its. alleg_edly-:deccitfW dO.c'CJI!l~~tatiotq>ritcticeS ~ 

E&Y would eonsti.tute a: direct breach o.f SFC,s obli~tion to disclose known }$talices of fraud, 

~ir &usp~·cted fr~ud, iU¢g&l ox: possibly illegal actS and <illegaticins· hJ,volyiJ:lg financial 

improprieties to E& Y. 

35. 1n addition to its C()~ori.law claims fo~ damages, E.&Y is inderrmi:fi~d contractually by 

S.FC and its liability limited m respect of lo~,ses, (iamages, costs ann expens~ including legai 

fees and expenses,. incurred in respect of E~Y's Services, ~- deflned in the Engagement Letters. 

As set out in more detail below, E&Y claims indenmiffcation in respect of the. Class Actions and 

Other Proceed.ID.gs. 
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(1):) and (liT) Negligent and Fra~dulent Misrepresentation 

36. In petfonning its audit work in connection with the consolidated: financial statements for 

fiscal years ended Dec'ember 31, 200.7 tc '2019,· E&Y relied fu g_ooq f~iih on.(~ong other thingS} 

representations, aocuments, inf0rm~tion and r~ports provided, 'by ·spd and the· SFe· Sub.iidl~es. 

'3.7. As e;x:p.r.~~ly stated ip, th~. 2:610 ·,A:udl.tox:-s'· Report and the Engagement Letters, 

managt.tnent was tesp.onsi.ble for the pr~~ation and fair presentatiiln. of the con~dlidated 

m:anagein~t' Q'et~¢<1 wei_e 1\~essazy t~: enable tQ.e.: pt·epiti:~tiQn. .. .of cP~·'?:li~~~ed tir,iiiP.cj'al - ... . 

~tatem.ents thatwey;e fr~e fi.Oi:ii m.ateri~ rnisstat~eiit~ wh~ther du.e t{) ~~d:,o.t error .. E&Yrelie<.i 

·on 111anag~e.tit otSFC ~.d the SFC .S.ubsidiari.es~ .:iilcludlng manag~tm,~J.s .repr~enta:.ticms and 

marranties: arui the,.infotma:ticn: in the acco\lllts of. s:Fc ann. the sF.c. Subsidiari~,, ln: canyillg out 

3:8. El(.amples ot re_ere.senta:ticms ml\d6 by SFC during th~ ~~)07 to 2010 :a:udits.inc!ude: 

a} Management Representation Letters; 

b} b&O Questionnaires; 

c) Compliance with the Code of Conduct and Wbistleblower Policy; 

d) LegaL opinions delivered to E&Y by SFC; and 

6) Other direct representations. 
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(A) Management Representation-Letters 

3 9. In the c~n}rse of each o.f the audits for the fiscal years ended December ·3 I., 2007 to 20l 0 

inclusjve, ma,nagement Qf SFC provided E&Y with a letter of representatio~ (eollecti.v~ly. the, 

"Management Representation Letters") on behalf of SFC ai;l.d the SFC '. Su:Psip:iari~, the 

Management Representation Letter for fiscal 2007 was ~igned by :A.llen Chan~ Pavid Hors1ey, 

AlVin Lifu arid Toni Iyfm'a.4lll, 'th~ Management ~~eprescmtation Le.t±ers for fiscal ioo8;.2010 

were sign~~ by Allen, Chan, David Horsl~y -mtd· Tom :Marailln. Copies nf'the ~anag~l],lE~:t 

Re~resentatioli Letters for· each year. ate attached to. tills Praotof Ofaim at SctxedUl¢ uq~~ 

40. Th.e Ma~:u~gcm1cmt Re,pres.entati.on tett.ers sU.tte: 

... we recognize that obtaining rept·esentations .from us concerning the 
information contained in this letter is a significant procedure in enabling 
you to form an opinion whether ~e consolidated financ.ial stCl±ements 
present fairly, in all material respects, the financial position, results of 
operations, and cash flows of Sino-Forest ·eoq,o:fution fu aceord.ari.ce 
with Cannd_t~ generally a:·ccepted accountiD.gprinCiple3. 

pfih.e- consolidaJed financial statements for: the· years: ended Dece:t;riber 3.1; 2007 -20l0~ 

42.. The Mari..agement Representation Letters varied from year "tQ year, but g~etaliy 

contained th.e foUowingrepresentations upon which E&Y reasonably relied: 

(a) that management of the Company understood that they were responsibte. for the 

fair preSentation of the consolidated financial statements; 
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(b) that management of the Company believed that the consolidated financial 

(c) 

statements fairly presented, in all mateda:l :resp.ects, the fmancial position, results 

of operations and cash flows ofthe Company in accordance with GAAP; 

tb.atn1ana$ement of·the- Company as~essed· the"risl< t}:iat the cgnsdll<iated fut~cial 

statenients·miglit be :ma-terially lll,'i$stated. a$ ·*- reS\l[t of fi:au.d a.s. betng low andib:ad 

no 'l<llciwled,ge of_ariy frau<;l 6i suspect~dfra11d that .could have anon~trivial dfect 

on the consolidated financjal statements; 

that managertu~J:it <lf th~ Co.rnp.any ._had ,pro'Aded' E8t)': with aqzc;ss to· all . . 

in,fQtm~ti()ii: relev$t to Ul~ prep¥~tl9ri.; ~d a\ldit qf th.~ ·consolid.~t~ fina.ncihl 

state.ril~nts, 'including fi:Qancl~ l'eco.rg!}. and reLated data :and all significant 

(e) that the Company had: satisfactory title to all assets appearing in the. vo:llSoli~ted 

balance·sheet; 

(f.) ~at management of the Compru;ty had disclosed all siguifi~ari.t- intercompany 

trausacti ol1S; 

that managem~t of the Company;, agreed with the findings of specialists in 

evaluating the valuation oftiniber assets; 

(h) that management of the Company had disclosed to B&Y all related party 

transactions; 
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(i) tij.at there were no instances where any officer ot employee of the C()mpany had 

(j) 

an interest in a company with whi ch the Company did bu~il;less that woUld be 

considered a "conflict of interest"; and 

tba~ manag~ent of the Company ·had appropriateLy consolidated all entitie.S. for 

which SP:C directly or .mditectly had a ~ntrollill:g financi~ i;nter~t. 

43'. E&Y ·a;J.s-o obtained additio:tuU managerrrent representation letters ii1 pdnnect;ion with: each 

ofthe prospectus and debt offerings where E&Y~s auQjt reports were. incorporated by ·.refere.nce. 

{Ql.e '•Offering_ ManagetQ.ent 'Repres.eotiUion Let.tQ-8'1; A s~ple qf the, Offeting. Man~gemertt 

~et?If;}s¢ntatiop. Letters ate attached to :tbis:P.toof of Claim at Sd;iedcle "C5~'. 

·Ql). The.i>&O Questiob.Jia:ir.es 

44. In each of the .2007-201.0 audits, all directors and offi~s of ~FC :QO!ripleted 

questionnaires in i'~spect of related party and independe.nc~ matt~s ,(tb..e· ''0&0 QU~tionn;aires"). 

A sainple qfthe D&O Questionnaires are attached to tbis ;Proo:fofClai.m at Schedule "C6" 

E&Y reasonably relied on the D&O Questionnair~ ih con~u~ng· 1~ audit of .the 

co.nsolidated fihancial . statements for each of the fiscal years ended Qecemb.er: 3), 2001.::2010. 

46. The D&O Questionnaires required the directors and .officers of SFC to disclose (i) an 

interest of 5% or more or (ii) a directorship in any company that had transapted with SFC or the 

SFC Subsidiaries during the year under audit. E&Y relied upon the dis.closure by the directors 

and officers in the D&O Questionnaires. 
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(C) Company Policies 

47. At all material times. SFC maintained a Code of Conduct. E&Y placed reliance upon the 

directors, officers and employees of SFC and the SFC Sul:>$icllaries compliance vvith the Code of 

Conduct when eonductfng its audit of'the consolidated finan:ciat statements. for each. bfthe :fiscal 

yeal:s elided Pe~:b.er; 31, 2907 ,..2()1 0. A copy ·or the Ctjde of Conduct, 9~tained dl;lring the 

20 iO: audit, is attaclled at Schedule "Cr': 

48. The Code of. Conduct states that the membei;S ~of s;enior management "are expect~ to~ 

;;, lead acoording· to high stan4ards of etNcal canduc~, iri, bot4 wo.$ and a;ctions, ... " The Code of 

Conduct i~Uired the hones.t and aecw:~te recorff.ing AAd re.pQrting ofinformation, and that any 

Violations ofsuspectM vi9h\tions of the Code,.:and any concerns r~gar.ding,:ac.OOunting, ~cia1: 

::- statement cii~plo~nu:e, internal accountfug or d1sdosure®ritrdls or auditing matt¢J:"S; h~re.porte.<t. 

49. At all material times, SFC maintained a. Whlstleblower Policy. ·E&Y placed relhuice 

upon the exist~ce of an.d com:J?liance with the Wblstleblower Policy in cotiductiiig its audit of 

the consolidated :financial statements tor eaeh of the :fiscal years ended De~ember 3~·~ 2007.:2010. 

A copy of the: Whistleblower Policy, obtained .during the 2010 audit; Js attached at Schedule 

"C8". 

(D) The Legal Op~ions 

50. SFC provided E&Y with ce1tain legal opinions from its outside cotmsel, Jingtian & 

Gongcheng, Attorneys at Law in the People's Republic of China, for the purposes of E&Y's 

audits of the consolidated financial statements of SFC, and with respect to timber title and 

ownership, including the nature of and appropriate reliance upon official documentation from the 
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various Forestry Bureaus. E&Y rea$onably relied upon the legal opinions in conducting its audit 

of the consolidated financial statements for each of the fiscal ._years ended P~?Cember 31, 2007 to 

2010, to the express knowledge of SFC, the SFC Subsidiaries and their respective directors, 

officers and ~ployees, all as they inteaded E&.Y wo.uld· do. A .ropy of "the lega]_ bpio..jon 

received in conn:ee<ti.on with E&Y's audit of .fue cons.olidated financial statement for the fis~ . - . . . .. . . . ... 

year ended Deeember 31, 20Cl7 is ·attached at Sched~te ''C9". 

(E) Other Direct Repres·entati.ons 

51. In respect qfth_e tra11s.actions oo.mpleteq- in each of tlie fiscal~ eri.d..ec1 D¥em"J;Ief ~1, 

200'7 tel ~Cll~ SFC and/or itS:direc.tors,) officers.; eniplayees:o.r agentipna(i~ direct representations: 

to E&Y upon which it reasonably relied~ Those repr~~tatiQD.$ ioclude, but ar~ . .not-linrited -~, 

repiesent~ti.ons iii respect of: 

(a) ti:n.:lber assets; 

(b) 11tie ~9 th~ timber as~ets; 

(c) put:chases and sales of timber assets, including individual "t:r<U)sactions, sUpported 

by contracts and set:~off documentation, to -suppo1t the Company's representation 

that .accounts receival;lle and accounts payable had. been settled;. 

(d) valuation of the timber holdings; 

(e) use of the SFC Subsidiaries~ 

(f) relationships with the authorized intermediaries; and 

(g) related party transactions. 
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52. As described at paragraph 67 herein, attached at Schedule "B"· is. chart summarizing the 

representations that were made to E&Y in respect ·of assets·,. liabilities, revenueS: and expenses of 

SFC and the SFC Subsidiaries, setting out the key client-prepared doctm1ents received b}' E& Y 

a:o.d \lpon which B.&Y relied, Managem~t. of SFC coordinated. the proVision Of th~ 

r.epr~en(ati.ons. information and dt:>cuments to= E&Y. E&Y reasonably r~lied in. good f!iith on. 

these. represerftations; 

53. As expressly stated in ihe Engagement Letters an4 tb.e: 2010 AU.ditQrs' R<:poit, SFC'.s. 

manag¢ment was responsible for. the- prepat:atiori and fair pte8etl:#itio.J1: 0£ th~ con.soli«4te4 

~n~cial statement$ ·~ a~ex>rdaJ1ce with G.A.bP:, .:~d for ~h internal COJ,ltrols a.s man.agernent 

d¢termjhed were n€tee3.S<ilt"Y tg enable the prepar~tiort of consolidated, :financial siateme.nis .that 

were free from m~terial misstatement, wh~th~· due. to :fraud ot error~ 'E&Y. relied on SFC· 

p:~.anagemen.t' s repr~entaiions; and warr.antie$ in cauying outits work. 

(D) Reputational Loss 

54. ~ad E~ Y been aware of the all~ged roiscondU.ct qfSFC, the SFC SU:bsidiarles and; th\ili' 

res.pective directors, officers, employees· and agent.s, E&Y woUld. not.have opined.on,: associated 

itself with or-consented to any use of its opinions with respectto the financial statements of SFC 

and the SFC Subsidiaries. The continued proceedings and events arising out of the financial 

affairs of SFC have the potentia1 to'iinpact the good reputation of E&Y in its market place, to its 

detriment. 

(Ill) SFC's Vicarious Liability 

55. SFC is vicariously liable for the acts of its directors, officers, employees and agents, the 

SFC Subsidiaries and their directors, officers, employees and agents. 
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56. In particular, given the consolidated nah.JJe Qf the finan~al st.atements, representations 

were received from SFC's ;management and management of the SFC Subsidiaries expressly on 

,_ the authority of and on behalf of SFC, which is vicariously liable for t,he ac~uracy of thos~ 

; 

rep:rese.ntatio9$:anq the potential and:a~.~ losses f1ow.i,ng-to E&Y in r~liance l)lereQt).. 

Ql) Claims Against the· SFC Subsidiaries 

,mo~. sub&id!acy .co.rnpanie~· OP. a line-by-line :ba.sis (i:t:( .. , adding tog~ther cqrrespo.n4,ing item~ ,.0:f . . . 

irit~est 'i.n a stibsicliaty company~ Whete, the··, assets, liabilities, :t:~en.ue.s and( expenses of an 

(fnticy's suhsidi,~ 90mp.iini~ compn~e:,matetial proportiotrs of" the,~tt.~spoa~g elemeil~ 9.~ 

t;b.e cqii.sol~d.ated fina.Jlcial statements, auditing the oon.solidated financial sta~emehts of a,n entity 

therefore involves ob_taining audit evidence and performing audit procedures fu ,respeC.t of .the 

assets;liabilities~ revenues and expen$e.snot only of the ~ntity i~elf:bllt also o:fthf;· subsidiari~~;, 

58. In the ~e ofE.&Y'~ &.udits of the co.nsolidat¢ pn·imcial st~t~ents off?fC, theJ~:uJt .o.f 

audit evidence ob~ed by e&Y Mel a sigpicant majority of audit pro.cedure~ per:ff.\rm~ by E~Y 

related to the SFC Subsidiaries, because of the corporate structure of tb.e Smo-Forest group of 

companies: 

(a) SFC, the ~tity that issued the publicly-traded 4ebt and equity, i$. a holding 

company whose primary assets are cash, direct or indirect investments in the SFC 
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Subsidi&ies, and intercompany balances due from one or more of the SFC 

Suqsidiarie3; 

!}) The bus~ness of SFC was CQnducted at the subsidiary le\lel. On a· G<Jn~olidated 

basis1 all as-sets of SFC other than· a P'?r:tioti of the· Cbh~tiliqated ~11 w~e ·a:Wrl·ed 

by 1:,he $FC Subsid.iari¢8; At~Qh,ed t.o :this PrQ9fof. Ql~ at $che4U1e •{clJ)1' i~ a 

corponite o:rganizatio.n chart fox: $I:C ,(,lS at December ~11. i.oio. Ais·o:attached ai 

Schedules '"en~· and "Ci:t-• are publiclY. available eo:tpotat~ .searc;:h·· te~~t$. 

eonducted:f,l_l respe.ct t.1fthe SFC Sub~diaries <;>.r ·c~·ofth~ Wi~ t~e_ct tQ 

th~ . timp.er ~~ets aiJ.P. th_e tirnb'er [r¢~ated Op~fli.tiotl8 .i~<k(~ in the cet¥;~li4af.~ 

fin¥1~tU statements 6(~FC; 

(i) The 1.imber assets. were aU held j)y a sm:ill num;h~ o! the. ·$PC 

SubsidTades; 

{ii) The pm-cha.Se and sale 'O'f the timber assetS was done·' by or on behalf o.f 

those. of the SFC Subsidiaries; 

(iii) Thqse .SFG Subsidiari.es were the sigmitories to the .purch.ase and. !iaJ.e 

cop.tra,cts; 

(iv) The Forestry Bureau Confinnations relied upon by E&Y :in the course of 

its audits were issued to those SFC Subsidiaries~ and 

(v) The relationships with the authorized intermediaries were through those 

SFC Subsidiaries; and 
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(c) ~FC itself had only three (3) employ~es: David Horsley; Tom Maradin and an 

administrative assistant. AU other officers and e111ployees of the Sino-Forest 

group were employed by various SFC Subsidicmes.. Two SFC Sul)sjdiari.es
1 

Sino,. 

W:oo.q :Par.trwrs, Limited ("S1no~Wopd':) and Sirio-Paliel (.A.sia) Inc. (''Si.no­

·paneF) employed t11e majority of.the. petsol)Ilel whQ". conduqte.d an:d aceouri~~ f.or 

~e bl.lSines·s ofthe SFC SubSidiaries mcoi;'porated :in trongl<ong·}md th~. Bl::itish 

' Virgin: lslanqsi mcluding those SFO S'ubsiQiari.oo wbic}1 <5Wiroo' a: sigrilficant: 

t;tlaj<>ritr;·:of the titilber assets; 

:59·. fl. s.i~cant ~ajr;lrity of information npd. t;epresrmtatio.n.s]?rovid'ed tQ E&Y 4j co~e~on 

,with:~& Y's audits of the consolidated fin~cial stattmt~ts ·for 2001 to 2{)1 0 w~e:w.rovided b¥: or 

on,h.e.ml.lf:of¥aiious. SFC Subsidi:iirie.Si 

(I) Brea~ ~f Contract 

60. E&Y was.z:etam~. pursuant to the terms Of the '.En.gag~~t ·Letters~ to audit anq t~port 

on tlJ.e ¢onsoll,dated f.inanGi~ statements .. 

61.. E&Y :entere~ into d;ireqt errg4,gements with Sind:-Panel (Asia.) Inc. and Sjno.,Wood 

Partners, Limite!i to auc;lit their financial statements each for the years-en:ded December 31, 2001 

and· 200~.. Attached at Schedule "C3" are copies of the Engagement Letters for Sino-Panel 

(Asia) Inc. a1:1d Sino~ Wood Partners, Limited for fiscal year ended December 31, 2007. 

62. In the course of completing the audit engagements for SFC and the SFC Subsidiaries, 

E&Y received directly from and/or on behalf of the SFC Subsidiaries their financial information, 

and relied upon that infonnation in connection with completing its work 1mder these 
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engageJ:nents, as well as aggregating the financial results with those of other SFC Subsidiaries . . . ' 

and SFC itself, for the purposes of opining on the consolidated financial statements of SFC and 

the SFC Subsidiru.ies. 

(II) lilducing Breach of Contract 

knew ot ougpt to have kn:own that the· in(orr.hatio~ b~g proVided to B&cY was.. provfd~ for the; 

:64. The. :mfom\a.tion pr.ovfded by th¢ SFC ·su,psidi~es and their ·directo!S~ .officers, . 

·e!iiploy¢~:._and age:P~ JAayhave. b~n 1n,isleadil.),g;ii.Jl<l decyitful. as !t lsbeln:g alleged in tb.e;Class 

A.ctfoil$. .tha.t SFC?s ,9onsolidated financtal statements misrepresented t]l~ sfu.te cif spc·~ ass¢ts:­

and'actiVities: Th.e:OSC hasm:ade.similar allegations. 

65. If proven, the ·alleged deceitful and misleading fufottnation provided l~y the SFC 

Subsi<iiaries and; theit directors, officers,. employees and agents would have· led SFC ~o breachits 

obligations to E&Y p.ursuant to :the Engagement Letters, thereby causing E&Y t0 mc.ur the 

damages more particularly described in this Proofof Clairi:i. 

(Ill) and (TV) Negligent an:d Fraudulent Misrepresentation 

66. In perfonning its audits of the 2007-2010 consolidated financial statements, E&Y 

reasonably relied in go.od faith on {among other things) representations, documents, info1mation 

and reports, as applicable, provided by, inter alia, the SFC Subsidiaries and their directors, 

officers, employees and agents all as described above 1n this Proof of Claim. 
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67. In addition, the SFC Subsidiaries are vicariously liable for the actioris and omissions of 

their dir.ectors, officers, employees and agents who may have provided E&Y with allegedly 

deceitful and misleading information. 

68. By way qf ~xi:up.ple, attache<{ tQ this Proor'of.Ciaim at Schedule B is a .. chart-~~ng 

·tlie SF.C $.ub.sid1aties ih!'lt p_!o:vided k~¥ client-_prepared d:ocwi:ufuts and/or. q:e~iyere<Ldo.cup1ep~ 

eVidencing repres-entations. mad'e to. E&Y in its ;a.ud.its of t4e. "2:00:7 ·20 1 Q ¢()n:solid~ed financhil ' 

stateine.llts (lf S}!y: In bullding ilP the chart, E&: Y wrut~ i~elf to-~:-types .of do~uments 

·tliat'E&;Y coii~ide.fii= :Patti~.arry sjgQificaf.it The·C}lart IIlS.Y. therefore be'inoo~plete·With re®~f 

'to other' documel)ts th.~ were pro:vi:ded by certain SFC Sub~diarles. :The chia1 illiistrit~es the 

:stro~g connection. b.etwe¢n ·the recorded bo.ok value of the tiixlbe.r as~ets in tp:e SFC -subsi_dia.P~ .. 

andE&Y's teli.ance on k~ client-prepared doCUiii.ents from those SFC Subsidiaries; 

69. If the allegations of the OSC are proven, the SFC Subsidiaries m~ negligen.t ·and/or 

fraudtilent ttcisrepresentations,;to E&Y upon which .E&Y telied to· its detri-ine~t ther~by ~using 

E&Y to-incur tlie·damages, more partictit:arly ·described iii thls.:ProafofCiaitn~ 

(V) Reputati~nal.f..oss 

70, Had E&Y b~n aw.are of the alleged misconduct ofSFC, tb.e SFC Subsidiades an;d their 

resp.ective directors and officers, E&Y would not have opined on, associated itself with or 

consented to any use ofits opinions with respect to the financial statements of SFC and the SFC 

Subsidiaries. The contin~ed proceedings and events arising out of the financial affairs of SFC 

have the potential to impact the good reputation of E& Y in its market place, to its detriment. 
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(c) Contractual Ind.emnitv 

(I) Audit Engagement Letters 

71.. .Ea:ch of the Engagement Letters for E&Y .. 's audits of ihe: cori.solida:te.d :financial 

s~atertre.rtts of SFC for the C~nipany's 2007 to 2010 fi~cal years mcltisiVe proVides that E&Y's 

tdtal ·aggt.eg:4te liability s.bB11 be lim:ited to the gr~ater · of: (i) the rota,l f~~ paid. to E&.,Y fo.r ~ts 

72. Each of the- Engagement Letters for E&Y's ·wdits of the co~lid.ated finan:ciru 

statements. of SFO for the Company.' s 2007.:2.01 Q fiscn} Y,e.~ prQy,id.~-irult SFC will re-:itnbttrse: 

E/k.Y "tor legai fees incurred :ilJ certain c~c.iln]:stances . 

.7$:.. The Engageme!lt J,etter -for -E&Y~ s aadit of·~:~ ·eob.Spliqaleei: ~an-c.i~:·stateme.nts df SFC 

for the: COmpany'-s-:2010 fiscalyoor includes the foll~wmg sp.ecifio:jndemniffcaiiorr provision: 

74. 

To the fullest extent permitted py app~ic;ib.l~ l~w and professional 
reguJ.atjons, you shall indemnify itS; the ,other . BY Fitlns ®.d the BY 
.Persons against all -claims· by-third parties (including your affiliates) and 
resul'ting liabilities!. losses, damages, costs and expepses (.inchiding 
reasonable e.xtemal and intemallega,l costs) arising ·out of or relating to 
tbe Services or this Agr~ement. On b.ehaJf of yourself and your affiliates, 
you release us, the other EY Finns and the EY Persons from all claims 
and causes of action (together, "Claims"), p~ or threatl:ltied, that 
you or they may ha-ve a:tising out of the Services or thls Agreement to the 
~xten:t such C4tim.s. result from. or arise out of any nrisrei>.tesenti:ition or 
fraudulent act or omission by you, your employees or agents "on your 
behalf. 

The Engagement Letters for the year-end audits for fiscal 2007-2010 generally 

incorporated E&Y's engagements to perform quarterly reviews of the Company's interim 

financial statements. 

839 



-33-

(IT) Offering Engage~uent Lett.ers 

75. As stated above, E&Y entered into separate Offering Engagement Let.ters with SFC in 

connection with each equity &nd debt offering which incorporated E&Y's a_udit reports by 

reference d~.fi:ned above. Ea.~h of the :Offering Engagement Letters provides that SFC wilr 

imlemnify: E&Y ·;generatiy;·will''iiinit E&Y'sJiability and will re.-imbt:Jrse E&Y for leg81 fees iri 

c.ertain cfrcum.stances. 

(lU) ;Clain) for Contracttiill l11demnificatlon 

7t B~Y as$,~ ind·~.,Y clmms, against SFC for its' legal fees and other costs incu.tted to 

defend the ·class Actions and.: Other r.r.oceedni~s and; ·m the. event E&Y is .. found' liabl~· to the: 

'plirintiifs, any Interested Parties <?r aay other party, Jot any<lamages ·andlor ·int¢rest a.war<i B,&Y. 

may be ordered to pay, pursuant to the terms of the above-described engagerorot letter&. 

(d) Statutory Claims for Contribution aud Indemnity 

18. E&Y .as~erts contti.b.~~on anQ. indem.tljtr clliims in the_. evep.t. E&Y is found.IlabJe to the: 

plaintiffs, any IntereSted: Parlles or anrollier p.arty, Jor any damages and/or 'mterest.'award E&Y 

may be condemned to pay; under ss: 1 and 2 of the· Negligence Aet and any applicable legislation 

outside of OJ,J.tario against S.FC and the SFC Subsidiaries as joint and several torlfeasors. 

79. As a result of the conduct of SFC, the SFC Subsidiaries and their respective fonner 

directors and officers, E&Yhas incmred the following damages: 
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(a) Legal costs and professional costs incurred in defending the multiple proceedil1gs~ 

including the ·:Class Actions a:nd Othet Proceedings brought against E&Y, wbich 

· proceeding~ are the proximate· apd foreseeable cons·eq_uence of the alleg~d 

ri¢gligerit~ dec~itful :and fraudulent practice of S,f.C; SFC Sub.sidlaries artd their. 

respective: directors and offi!?etS.. To this day) E&i:Y' .s legfil and reiate(t co~~ {q~ 

· ,, ··approXimately $5,000,QOO; 

(b) Exposure to _awards :of datnages and. interest i%1. the tn"Q1tipl~ proceedings., 

including tb;~ Cla:;s Actions and Othet Proceedings, brought agai:Qst E&Y,. which 

ptoceedin~ ·are the ptoxfu!:l).t~ and fores~le co~~-pence of the rul~ged 

ueglig·en4 deceitfUl and fraudUlent prac~ce of s·:Ft.,~ ·sFC Subsidj-aries· and th~( 
r~pectjv~ clire~tors ~d officer~; and 

(c} ·Any rep1,1ta#.on~ loss resulting from the Class Actio~ and the 0ther,Procee4ings 

and events aris~g Qut of the financial affairs of SFC which '4~ fh~ potential to 

imp~ct the good reputation of E& Y in jts inarket place; to its detriinent; and 

80. As, a result oftbe allegedly negligent; deceitful and ~audulent practi~ of SJIC> the SFC 

Subsidiarie$ ~d .. their respective directors and officers, which 1.Ulequivocatly would result in a 

breach of SFC's obligations pursuant to the Engager,nent Letters and SFC Subsidiaries Letters, 

and/or an inducement to SFC to breach SFC's contractual obligations to E&Y, E&Y will incur 

further damages if any awards in favour of the Interested Parties or other parties are ordered. 

NATURE AND CLASS OF CLAIMS 

81. E&Y asserts this claim as an unsecured creditor. 
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82. E&Y's claim is distinct from any and all potential and actual claims by the plaintiffs in 

the. Class A¢tions against SFC. E&Y's Claim for contribution and indemnity is not based upon 

·the claims against SFC advanced in the Class Actions, but rather in part upon the Class Actions • 

ela.iiJilS::agrunst E~Y 011 "Q~l)aJfof.the.li;Lteres.ted Parties. 

'8:1. As _any ~es.S· of the. plaintiffs in the. Cl-ass Actiol1s against B.&Y on, beh~f q£ lh.e 

Interested p:artjes woU.Id not n:~cessarily lead to -sticeess against ·SFC and vice--v_ersa, E&Y ·has: a 

distinct ctaim: agrunst $FC fuctep~rid~t of that of the plaintiffs ll1·.the Glas.s Actions on: beb alf .of 
• ' ' '• ·. ·.. .. . . 

the IilteyestedParticis. Th~ su~~s ofB&;Y's: ¢laims. ~gain;st sF.c: and the sFt ·.subsidian~~ and 

~e $.~s· o;fth¢ cl~s e,.dvar1~ed by· .the Class Action plaintiff$, ate -not co" dependent i;!fthei: 

84. Ther:elation:ship between E&Y on the ·bne hand, and SFC~ SFC' SUbsidiaries cUl:d thcil: 

r~pe~tive directors and q:ffice.s.;s· on the other, is contractual and at arm'-s length~ The n~tute of 

the relationshiP' b·~tween 8 shareholder~ who tnay b'e in a poshio).'l to assert an equity claim (in 

addition to other claiins) is .fundamentally different fr~ni the: ·relationship existing be(ween a 

cbtp.oration and its auditors. 

85. The' policy rationale for subordinating equity claims to the claims of ·creditors qf the 

corporation, given the we11-e.stablished corporate law recogniZing the bargain that shareholders 

have. struck and the inherent fact that their fortunes rise or fall with those of the company> does 

not apply to auditors. 

86. Shareholders accept both 1isk and reward, and benefit directly from any increase in the 

value of the equity in a company. An auditor is in a ftmdamentally different position, namely 

84 2 
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...... that of a professiQnal servjce provider who entered into a contrac~ with the debtor company 

... 

based up.on the: expectation of receiving a pre-established payment, independently of th.e 

8:7. E& Y is pr¢~<!fed. to-;pro,vi4e, to: the Monitor~ . bh a ~op.fidenij~ ~.a.Sfs, furth~r 81ibmiss1ons, 

:Witi}:· ,re.,9p.~tto.:.$e-·:natute and q~ality~ ~.ir~eU:-~ -q11an#ty, ·pfits c~aims .. 

" ;iune:io ·:2'012 .- .... '·. . . 
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Court File No. CV-12-9667-00-CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMl\.fERCIAL LIST 

)N THEMATIER OF TilE COMPANIES CREDITORS' 
ARRANGE.A1ENT ACT, R.S.c. 1985, C.c-36, AS AMENDED 

AND IN THE MAITER OF PLAN OF COMPROMISE OR 
ARRANGElv.fENT OF SINO-FOREST CORPORATION 

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

Proof of Claim against 
Directors or Officers of 

Sino-Forest Corporation 
of Ernst & Young LLP 

Applicant 
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PROOF OF CLAIM AGAINST 
DIRECTORS OR OFFICERS OF SINO-FOREST CORPORATION 

This form is to be used only by Claimants asserting a claim against any director and/or officers 
of Sino-Forest Corporation, and NOT for claims against Sino-Forest Corporation itself. For 
claims against Sino-Forest Corporation, please use the form titled "Proof of Claim Against Sino­
Forest Corporation", which is available on the Monitor's website at 
http:// cfca n ad a. fticonsu lting.co m/sfc. 

1. Original Claimant Identification (the "Claimant") 

Legal Name ofOaimaDt Ernst & Young LLP Name of Contact Doris Stamm I 

Address: Title: Chief Legal Counsel 

Ernst&Young LLP Phone#: ;416-943-3039 
222 Bay Street. P.O. Box 251 
Ernst & Youn~ Tower. 2 Jlh Floor Email: dorls.stamml@ca.ey.com 

City: Toronto Prov 1 State: .QN 

Postal/Zip code: MSK 1JZ 

2. Assignee, ifD&O Claim has been assigned 

FUll Legal Name of Assignee--- - - -------- NameolConta . .,;...._ _______ _ 

Address _________________ _ Phone# _____ _____ _ 

F~#-------~------------

~------------------
Prov I State_ 

e·mal.__ ___________ _ 

Postal/Zip code-------

'·8 4 7 
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3. Amount of D&O Claim 

The Director or Officer was and still Is Indebted to the Claimant as follows: 

12:1 I/we have a claim against a Director(s) and/or Offlcer(s) 

Name(s) ofDirector(s) 
and/ or Original 

Officer(s) 

See Schedule B for a list 
of all directors and 
officers whom this claim 
is asserted 

See Schedule B for a lis t 
of all direCtors and 
.Qffi,cers whom thts clatm 
Is asserted 

Currency 

_ __ CON, __ _ 

___ usn. __ _ 

Currency Amount 

$7,154,200,000.00 plus 
all not yet 
quantified/unknown._ 
amounts as set out in 
Schedule ~AI" are also 
claimed against the 
directors and officers 
listed in Schedule B.__ 

$1,805,000,000.00 plus 
all not yet 
quantifledfunkno~ 
amounts as set out in 
Schedule" Al" __ _ 

Amount of Claim 

$7,154,200,000.00 plus 
an not yet 
quantlfled/unkno~ 
amounts as set out fn 
Schedule nAI" are also 
claimed against the 
directors and officers 
listed in Schedule B.__ 

$1,805,000,000.00 plus 
all not yet 
quantifiedjunlrnown.__ 
amounts as set out in 
Schedule "Al" _ _ _ 

r. 4. Documentation 
!J 

r 

t 

L 

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

See Schedule" A2" pJus a ll documents appended thereto. 

5. Certification 

1 hereby certify that: 

1. I am the Claimant, or authorized representative o(the Claimant 
2. I have knowledge of all the circumstances connected w1th this D&O Claim. 
3. Complete documentatloo in support of this D&O Claim Is attached. 

Name Poris Stamml 

Dated at Toronto 

this __wth_ day of ...1J.!M_2012 

Title Ch!efL,~~_:_ ~ ~ // 
Signature ~ ~ 

Witness ~ 0 

8 48 
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6. Filing ofD&O Claim 

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

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

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

An electronic version of thls form Is available at http:lfcfcanada.ftlconsultlng.com/sfc 

849 
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SCHEDULE ''A1" 

1. Negligent misrepresentation: 

.:.. 
' 850 

(a) in an amount yet to be quantified as more pru.ticularly set out in Schedule "A2,,; 

and 

(b) costs and interest. 

2. Fraudulent misrepresentation: 

(a) in an amonnt yet to be quantified as more particularly set out in Schedule "A2,,; 

and 

(b) costs and interest. 

3. Inducing Breach of Contract: 

(a) in an amount yet to be quantified as more particularly set out in Schedule "A2"; 

and 

(b) costs and interest. 

4. Injury to Reputation: 

(c) in an amount yet to be quantified as more particularly set out in Schedule "A2,,; 

and 

(d) costs and interest. 
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5. Contribution and indemnity under the Negligence Act, R.S.O 1990, c. N-1 and other 

~~ applicable legislation outside of Ontario: 

r-

H (a) The action in Ontario Superior Court of Justice Court File No. CV-ll-

' r:. 
Q ___ 

43115300CP (only as the Court pennits); 

r-
( ,I 

(i) damages claimed in the amount ofup to CDN $7,149,200,000.00; 

. : 
1} 
' 

(ii) damages claimed in the amount of up to USD $1 ,805,000,000.00; 

~ 
(iii) any unknown amounts not yet pleaded or quantified (including interest 

and costs) against Ernst & Young LLP in this proceeding; and 
-
~ ., 

(iv) any amounts incurred or to be incurred by Ernst & Young LLP with 
~ ' 
;l 
~ f respect to its defence of the above-mentioned proceeding. 

':\ (b) The action in Quebec Superior Court File No. 200-06-000132-111 (only as 

tj ,, authorized and given representative status): 

~ 

'i 
i ·l 

(i) unknown and unquantified damages in Canadian dollars; 

li ,. ,. 
-I 

(ii) unknown and unquantified damages in U.S. dollllis; 
,, 

~ 
(iii) any unknown amounts not ye~ pleaded or quantified (including interest 

·I 
and costs) against Ernst & Young LLP in the above-mentioned 

,! 
:\ 
j proceeding; and 

i ., 
l (iv) any amounts incurred or to be incurred by Ernst & Young LLP with 

respect to its defence of the above-mentioned proceeding. 
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(c) The verified complaint in Supreme Court of the State of New York, County of 

New York- Index No. 650258/2012: 

(i) unlmown and unquantified damages in Canadian dollars; 

(ii) unknown and unquanti:fied damages in U.S. dollars; 

(iii) any unknown amounts not yet pleaded or quantified (including interest 

and costs) against Ernst & Young LLP in the above-mentioned 

proceeding; and 

(iv) any amounts incurred or to be incurred by Ernst & Young LLP with 

respect to its defence of the above-mentioned proceeding. 

(d) Other Proceedings (as defined in Schedule "A2, to this Proof of Claim): 

(i) unknown and unquantified damages in Canadian dollars; 

(ii) unknown and unquantified damages in U.S. dollars; 

(iii) any unknown amounts not yet pleaded or quantified (including interest 

and costs) against Ernst & Young LLP in the Other Proceedings; and 

(iv) any amounts incurred .or to be incurred by Ernst & Young LLP with 

respect to the Other Proceedings. 

(e) In respect of claims (a)-(d) above, to the date of this proof of claim, Ernst & 

Young LLP has incurred legal and related costs of approximately $5,000,000 and 

will incur additional costs in the future. 
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SCHEDULE "A2" 

CLAIM OF ERNST & YOUNG LLP AGAINST DIRECTORS AND OFFICERS 

THE CLAIMANT AND BACKGROUND TO THE CL.AllVI 

1. This proof of claim is to be read in conjunction with the proof of claim of Ernst & Young 

LLP ("E&Y'') filed as against Sino-Forest Corporation ("SFC", the ''Applicant" or the 

"Company''). E& Y repeats and relies upon, and incorporates by reference, the statements in its 

proof of claim against SFC and the SFC Subsidiaries, including all schedules thereto (the "E&Y 

SFC Proof of Claim"), into this proof of claim against the directors and officers. For ease of 

reference, defined terms referred to in this proof of claim are as defined in the E&Y SFC Proof 

of Claim. 

2. E&Y claims against the directors and officers for: 

a) Claims for damages relating to: 

i. Negligent misrepresentation; 

ii. Fraudulent misrepresentation; 

iii. Inducing breach of contract; and 

iv. Injury to Reputation; and 

b) Contribution and indemnity under the Negligence Act, R.S.O 1990, c. N-1 and 

any other applicable legislation outside of Ontario (the "Negligence Ad'). 

3 . The claims in 2(a) above are not derivative of the clahns in 2(b) above. 
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4. As more particularly set out in the E&Y SFC Proof of Claim, management of SFC was 

and is responsible for the preparation and fair presentation of SFC's consolidated fmancial 

statements which it prepared, issued and contracted with E& Y (on behalf of SFC and the SFC 

Subsidiaries) to independently audit. Management was responsible for the presentation of those 

consolidated ·financial statements in accordance with Canadian generally accepted accounting 

principles ("GAAP"), and for such internal controls as management determined were necessary 

to enable the preparation of consolidated financial statements that were free from material 

misstatement, whether due to fraud or error. The Board of Directors of SFC approved the 

consolidated financial statements for each fiscal year ended December 31, 2007 to 2010. The 

consolidated financial statements were accompanied in all cases by representations from 

management. 

5. The directors and officers of SFC are listed in the schedule attached at Schedule ,~, •• 

including their Board and Committee memberships in the various years. The known directors 

and officers of the SFC Subsidiaries are listed in the schedule attached at Schedule "B''. The 

Monitor may have additional information about the identities and roles of the directors and 

officers of the SFC Subsidiaries, which E&Y relies upon in asserting this Claim. E&Y reserves 

the right to amend this claim upon further and better information respecting officers and dlrectors 

of SFC Subsidiaries. Together, they are referred to as the '¢directors and officers". 

6. E& Y observes that the Claims Procedure Order of The Honourable Justice Morawetz, 

Supervising Companies' Creditors Arrangement Act Judge, dated May 14, 2012 does not call for 

claims against the directors and officers of the SFC Subsidiaries. 

854 
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7. The directors and officers were the controlling minds of, and responsible for the oversight 

of, SFC and the SFC Subsidiaries. In particular, Allen Chan was a director of substantially all of 

·- the SFC companies. Attached at Schedule "Cl I" of the EY SFC Proof of Claim is a copy of 
. i 

publicly available corporate search results for the SFC Subsidiaries incorporated in the British 

'I 
I' Virgin Islands which shows Allen Chan as a director of substantially all of those SFC 

r-

.. . 
:! 
: ,., 

: ~ 
·.: 

r;-· 
!'.' 

., 

. · 

Subsidiaries. 

E&Y'S CLAIMS 

8 . E&Y repeats and relies upon claims and the statements in E&Y SFC Proof of Claim. In 

addition to those claims, SFC also claims against the directors and officers listed on Schedule 

"Bl", as follows: 

9. 

(a) 

(b) 

(a) 

Claims for: 

(i) 

(ii) 

Negligent misrepresentation; 

Fraudulent misrepresentation; 

(iii) Inducing breach of contract; and 

(iv) Injury to reputation; and 

Con1ribution and indemnity under the Negligence Act. 

Claims for Damages 

(I) and (II) Negligent and Fraudulent Misrepresentation 

E&Y repeats and relies upon the statements in its E&Y SFC Proof of Claim with respect 

to the direct representations made to it by the directors and officers . 

10. In performing its audit work in respect of the consolidated financial statements for the 

fiscal years ended December 31, 2007 to 2010 E&Y relied in good faith on (among other things) 
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representations, documents, infonnation and reports provided by, inter alia, the directors and 

officers on behalf of SFC and the SFC Subsidiaries. 

11. As expressly stated in the 2010 Auditors' Report and the Engagement Letters, 

management is responsible for the preparation and fair presentation of the consolidated financial 

statements in accordance with GAAP, and for sucli internal controls as management determines 

are necessary to enable the preparation of consolidated financial statements that are free from 

material misstatement, whether due to fraud or error. E& Y has relied on manageinent of SFC 

and each of the SFC Subsidiaries, as well as management's representations and warranties and 

the consolidated financial statements of SFC themselves, in carrying out its work. E&Y relied 

on the Board of Directors' approval of the consolidated financial statements. 

12. The representations made by the directors and/or officers of SFC and the SFC 

subsidiaries, upon which E&Y did (and was intended to) reasonably rely, included: 

a) The consolidated financial statements for the fiscal years ended December 31, 

2007 to 2010; 

b) The Management Representation Lettexs. In each of the fiscal years ended 

December 31,2007 to 2010 inclusive> management ofSFC provided E&Y with a 

Management Representation Letter. In each of those years, the Management 

Representation Letters were signed by Chan, Horsley and Maradin. Alvin Lim 

also signed the Management Representation Letter for the 2007 fiscal year. The 

details of the representations contained therein arc set out in the E&Y SFC Proof 

of Claim; 

856 
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c) The D&O Questionnaires. The details of the representations contained therein are 

set out in the E& Y SFC Proof of Claim; 

d) The Company's Code of Conduct and Whistleblower Policies. The directors and 

officers represented to E&Y that they and the employees of SFC and the SFC 

Subsidiaries were aware of and complied with these policies. The details of the 

representations contained therein are set out in the E& Y SFC Proof of Claim; 

e) Other direct representations were made by the clirectors and officers to E&Y. The 

details of those represe~tations are set out in the E& Y SFC Proof of. Claim; and 

f) Other applicable representations set out in the E&Y SFC Proof of Claim. 

13. In a Statement of Allegations issued May 22, 2012, Staff of the Ontario Securities 

Commission (the "OSC") stated that the directors and officers knew or should have known that 

the documentation upon which E&Y relied was allegedly deceitful. In that regard, the OSC 

stated as follows: 

14. 

"81. Sino-Forest, Overseas Management and Horsley knew or ought to 
have lmown that their auditors during the Matelial Time relied on the 
validity of the Purchase Contracts and their attached Confirmations as 
proof of ownership of Sino-Forest's Standing Timber asse~.·· 

Further particulars of the OSC's allegations are set out in the E&Y Proof of Claim. 

15. If the allegations or some of them are proven, the alleged negligent, deceitful and 

misleading infonnation provided by the directors and officers caused and continues to cause 

E& Y to incur losses, all as described in the SFC Proof of Claim. 



·. 

- 12-

Oil) Inducing Breach of Contract 

16. The directors and officers lrnew that SFC engaged E&Y as its auditors, having signed or 

otherwise been made variously privy to the audit relationship and, in certain instances, executed 

the audit and offering Engagement Letters. Moreover, the Board of Directors reviewed and 

approved the consolidated financial statements in each year and knew that the E&Y's Auditors' 

Reports were delivered in respect of them. 

17. SFC's directors and officers knew or ought to have known that pursuant to the 

Engagement Letters, SFC undertook that it and its management would provide E&Y with 

accurate and complete financial infonnation, maintain internal controls to prevent fraud and 

material misstatement in the unaudited financial information it provided to E&Y, and bear 

responsibility that prospectuses or offering memoranda in respect of which audited :financial 

statements were relied upon by E&Y would contain no misrepresentations. 

18. The details of the terms of the Engagement Letters are set out in the E& Y SFC Proof of 

Claim and the Engagement Letters themselves are attached as Schedules thereto. 

19. As stated· above, the OSC Statement of Allegations alleges that SFC's directors and 

officers orchestrated and engaged in a complex. fraud meant to inflate the value of SFC's assets . . 

20. If proven true, those directors and officers induced SFC to breach its contractual 

obligations towards E&Y, thus entitling E&Y to recover damages from them. 

21. If proven, the alleged negligent, deceitful and misleading infonnation provided by those 

directors and officers caused and continues to cause E&Y to incur losses, all as described in the 

E& Y SFC Proof of Claim. 
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(IV) Reputational Loss 

22. Had E& Y been aware of the alleged misconduct of the directors and officers, E& Y 

would not have opined on, associated itself with or consented to any use of its opirrions with 

respect to the financial statements of SFC and the SFC Subsidiaries. The continued proceedings 

and events arisin& out of the financial affairs of SFC have the potential to impact the good 

reputation ofE&Y in its marketplace, to its detriment. 

(b) Contribution and Indemnity Under the Negligence Act 

23. E&Y asserts conb:ibution and indemnity claims in the event that B&Y is fo1md liable to 

1he plaintiffs, the Interested Parties or any other party for any damages inclusive of interest 

and/or costs award E& Y may be ordered to pay, pursuant to ss. 1 and 2 of the Negligence Act 

and any other applicable legislation outside of Ontario against the directors and officers as joint 

and several tortfeasors. 

24. The various proceedings against E&Y in respect of which E&Y claims contribution and 

indemnity from the directors and officers are set out in the E& Y SFC Proof of Claim. 

E&Y's DAMAGES 

25. E&Y has suffered the damages set out in the E&Y SFC Proof of Claim. 

NATURE AND CLASS OF CLAWS 

26. E&Y asserts this claim as an unsecured creditor. 

27. E&Y's claim is distinct from any and all potential and existing claims by the plaintiffs in 

the Class Actions against the directors and officers. E&Y's claim for contribution and indemnity 

is not based upon the claims against the directors and officers advanced in the Class Actions 
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advanced in the Class Actions or Other Proceedings, but rather, in part upon the claims against 

E&Y advanced in the Class Actions or Other Proceectings on behalf of the Interested Parties. 

28. As any success of the plaintiffs in the Class Actions against E&Y on behalf of the 

Interested Parties would not necessarily lead to success agamst the directors and officers, and 

vice versa. E&Y has a separate and distinct claim against the directors and officers independent 

of that of the plaintiffs in the Class Actions on behalf of the Interested Parties. The success of 

E&Y's claims agrunst the directors and officers, and the success of the claims advanced by the 

Class Action plaintiffs, are not co-dependent. Either could succeed if the other were to fail. 

29. The relationship between B&Y on the _one hand, and the directors and officers on the 

other, is ann's length. The nature of the relationship between a shareholder, who may be in a 

position to assert an equity claim, is fundamentally different from the relationship existing 

between a corporation, its directors and officers and its auditors. 

30. The policy rationale for subordinating equity claims to the claims of creditors of the 

corporation, given the well-established corporate law recognjzing the bargain that shareholders 

have sh11ck and the inherent fact that their fortunes rise or fall with those of the company and the 

directors and officers, does not apply to auditors. 

31. Shareholders, directors and officers accept both 1isk and reward, and benefit directly from 

any increase in the value of the equity in a company. An auditor is in a fundamentally different 

position, namely that of a professional service provider who entered into a contract with the 

debtor company and relied upon its directors and officers based with the expectation of receiving 

fees commensurate with the professional services delivered and not being exposed to Iisk.s 

associated with the Company's financial performance. 
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32. E&Y is prepared to provide to the Monitor, on a confidential basis, further submissions 

with respect to the nature and quality, as well as quantity1 of its· claims. 

ALL OF WHICH IS RESPECTFULLY SUBMITTED 

June 20, 2012 

Cr~.A ~~ .AJ.fl 
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Chan, Gary 

Cben,Hua 

Ho, George 

Horsley, David 

Hung, Alfred C.T. 

- I 

SCHEDULEBl 

Proof of Claim of Claim Against 
Directors or Officers of Sino-Forest Corporation 

Title Board and Committee 
Membershi~ 

Board Member Board of Directors (Lead Director) 

Audit Committee 

Compensation and Nominating 
Committee 

Corporate Governance Committee 

Board Member Boord of Directors 

Audit Committee 

Compensation and Nominating 
Committee 

Board Member Board ofDire<:tors (Chairman) 

Chief Executive Officer 

Board Member, Sino-Wood Board ofDire<:tors (Chainnan), 
Partners Limited Sino-Wood Partners Limited 

ChiefExecutive Officer, Sino-
Wood Partners Limited 

Assistant Vice-President 

Senior Vice-President 

Senior Vice President, Sino-Wood 
Partners Limited 

Vice-President 

Vice-President, Sino~ Wood 
Partners Limited 

Senior Vice President and Chief 
Financial Officer 

Vice-President 

Vice~President, Sino-Wood 
Partners Limited 
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Years· 

20 10-present 

20 I 0-present 

201 0- present 

2010- present 

2011 

2011 

2011 

2007-2011 

2007-2011 

2007-2011 

2007-2011 

2008 

2007 -present 

2007-present 

2008~2012 

2007-2012 

2007-2012 

2007~2012 

2007-2012 
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Director/Officer Title Board and Committee Yean 
Membershil! 

Hyde, James Board Member Board oiDirectors 2007 • present 
(Jamie) 

Audit Committee (Chair) 2007- present 

Compensation and Nominating 2007- present 
Committee 

Corporate Governance Cornmittee 2007 

Corporate Governance Committee 2008- present 
(Chair) 

Ip, Albert Senior Vice-President 2007-2012 

Senior Vice-President, Sino-Panel 2007-2012 
(Asia) loc. 

Keung, Louis Assistant Vice-President, Sino-
Panel (Asia) Inc. 

- 2007-present 

Lau, James Vice-President, Sino-Panel (Asia) 200?-present 
Inc. 

Lim, Alvin Vice-President and Group 
Financial Controller 

2007 

Vice-President. Sino-Wood 2007,2009-
Partners Limited present 

!· Mak,Edmund Board Member Board of Directors 2007- present 

Audit Committee 2007-2009 

Corporate Governl.lllce Committee 2007 -present 

Maradin, Thotnas Vice-President 2007-present 

M. 

;... Martin, Judson W. Board Member Board of Directors (Lead Director) 2007-2009 

i Board of Directors (Vice-Chairman) 2010- present 

Audit Committee 2007-2009 

Corporate Govemance Committee 2007 
(Chair) 

.•. 
I 

Corporate Governance Committee 2008-2009 

--!-
Compensation and Nominating 2007-2009 
Committee (Chair) 
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Director/Officer Title 

ChiefExecutive Officer 

President and Chief Executive 
Officer, Greenheart Group 

Murray, Simon Board Member 

Ni,Xu Vice-President 

Vice-President, Sino-Wood 
Partners Limited 

Poon, Kai Kit Board Member 
(K.K.) 

President 

President, Sino-Wood Partners 
Limited 

Wang, Peter Board Member 

West, Gary Board Member 

Wong, Tony Vice-President, Sino Panel (Asia) 
Inc. 

Yau, Kit Assistant Vic6-Presldent, Sino· 
Wood Partners Limited 

Yeung, Simon Assistant Vice-President, Sino 
Panel (Asia) Inc. 

Zhao, Wei Mao Senior Vice-President 

Senior Vice-President. Sino-Wood 
Partners Limited 

• From 2007 to the present. 
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Board and Committee Years· 
Membershil:! 

20 ll- present 

201 0- present 

Board of Directors 2007- present 

Compensation and Nominating 2007-2009 
Committee 

2007-present 

2007-present 

Board ofDirectors 2007-2008 

2007- present 

2007-present 

Board of Directors 2007- present 

Board ofDirectors 2011- present 

Audit Committee 20 11- present 

Corporate Governance Committee 2011· present 

2007-present 

2008 

2007· Jan 11, 
2012 

2007-present 

2007 ·present 
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Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

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

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

THIRTEENTH REPORT TO THE COURT 
SUBMITTED BY FTI CONSULTING CANADA INC., 

IN ITS CAPACITY AS MONITOR 

INTRODUCTION 

1. On March 30, 2012 (the "Filing Date"), Sino-Forest Corporation (the "Company" or 

"SFC") filed for and obtained protection under the Companies) Creditors Arrangement 

Act, R.S.C. 1985, c. C-36, as amended (the "CCAA"). Pursuant to the Order of this 

Honourable Court dated March 30, 2012 (the "Initial Order"), FTI Consulting Canada 

Inc. was appointed as the Monitor of the Company (the "Monitor") in the CCAA 

proceedings. By Order of this Court dated April 20, 2012, the powers of the Monitor 

were expanded in order to, among other things, provide the Monitor with access to 

information concerning the Company's subsidiaries. Pursuant to an Order of this Court 

made on October 9, 2012, this Court extended the Stay Period to December 3, 2012. The 

Company has now filed a motion returnable November 23, 2012 to seek a further 

extension of the Stay Period to February 1, 2013. The proceedings commenced by the 

Company under the CCAA will be referred to herein as the "CCAA Proceedings". 

2. On the Filing Date, the Court also issued an Order authorizing the Company to conduct a 

sale process (the "Sale Process Order"). 
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3. The following appendices have been attached to this Thirteenth Report: 

(a) Appendix A - The Plan 

(b) Appendix B- Blackhne of the August 14 Dra·ft Plan compared against the Plan 

(c) Appendix C - The Information Statement (without appendices) 

(d) Appendix D - Blackline of the August 15 Draft Infonnation Circular compared 

against the Information Statement 

(e) Appendix .E- Plan Supplement 

(f) Appendix F- the Initial Order Affidavit 

(g) Appendix G - the Pre-Filing Report 

(h) Appendix H- the Sixth Report (without appendices) 

(i) Appendix I- the Tenth Report (without appendices) 

(j) Appendix J - the Claims Procedure Order 

(k) Appendix K - the Equity Claims Decision 

(J) Appendix L- the Meeting Order 

(m) Appendix M- the Seventh Report (without appendices) 

(n) Appendix N- Voting Procedures 

(o) Appendjx 0- Globic's Mailing Certificate (Meeting Materi als) 

(p) Appendix P - Globic's Mailing Certificate (Plan Supplement and Voting 

Procedures) 

4. The purpose ofthjs Thirteenth Report is: 

(a) to report on: 
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(i) the status of the CCAA Proceedings; 

(ii) the Claims Process; 

(iii) the Plan, including amendments and supplements thereto; 

(iv) the Reserves; 

(v) Notice and Mailing of the Plan; 

(vi) the proposed Meeting; and 

(b) to provide the Monitor's recommendation that the Court grant the Sanction Order 

(defined below). 

5. In preparing this Thirteenth Report, the Monitor has relied upon unaudited financial 

information of Sino-Forest, Sino-Forest's books and records, certain financial 

information prepared by Sino-Forest, the Reports of the Independent Committee of the 

Company's Board of Directors (the "Independent Committee") dated August 10, 2011 

(the "First IC Report"), November 13, 2011 (the "Second IC Report"), and January 31, 

2012 (the "Final IC Report" and together, the "IC Reports"), and discussions with 

Sino·Forest's management. The Monitor has not audited, reviewed or otherwise 

attempted to verify the accuracy or completeness of the information. In addition, the 

Monitor notes that on January 10, 2012, the Company issued a press release cautioning 

that the Company's historic financial statements and related audit reports should not be 

relied upon. Accordingly, the Monitor expresses no opinion or other form of assurance 

on the information contained in this Thirteenth Report or relied on in its preparation. 

Future oriented financial infonnation reported or relied on in preparing this Thirteenth 

Report is based on management's assumptions regarding furore events; actual results may 

vary from forecast and such variations may be materiaL 

6. Unless otheiWisc st<:tted, all monetary amounts refened to herein are expressed in CDN 

Dollars. 
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7. The term "Sino-Forest" refers to the global enterprise as a whole but does not include 

references to the Grcenheart Group (as defined in the Pre-FiJing Report). "Sino-Forest 

Subsidiaries" refers to all of the direct and indirect subsidiaries of the Company, but 

does not include references to the Greenl1eart Group. 

GENERAL BACKGROUND 

Sino-Forest Business 

8. Sino-Forest conducts business as a forest plantation operator in the People's Republic of 

China ("PRC''). Its principal businesses include ownership and management of forest 

plantation trees, the sale of standing timber and wood logs, and complementary 

manufacturing of downstream engineered-wood products. 

9. The Company is a public holding company whose common shares were listed on the 

Toronto Stock Exchange ("TSX''). Prior to August 26, 2011 (the date of the Cease Trade 

Order, as defined in the Pre-Filing Report), the Company had 246,095,926 common 

shares issued and outstanding and trading under the trading symbol "TRE" on the TSX. 

Effective May 9, 2012, the common shares were delisted from the TSX. 

10. On June 2, 2011, Muddy Waters, LLC ("MW"), which held a short position on the 

Company's shares, issued a report (the "MW Report") alleging, among other things, that 

Sino-Forest is a "ponzi-scheme" and a "near total fraud". The MW Report was issued 

publicly and immediately caught the attention of the media on a world-wide basis. 

11. Subsequent to the issuance of the MW Report. the Company devoted extensive time and 

resources to investigate and address the allegations in the MW Report as well as 

responding to additional inquiries from, among others, the Ontario Securities 

Commission ("OSC''), the Royal Canadian Mounted Police and the Hong Kong 

Securities and Futures Commission. 

!2. The Monitor's pre-filing report dated March 30, 2012 (the "Pre-Filing Report")1 and the 

Initial Order Affidavit of Judson Martin sworn March 30, 2012 (the "Initial Order 

1 See Appendix G for a copy ofthe Pre-Filing Report (without appemlices). 
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Affidavit")2 provide a detailed outline of Sino-Forest's corporate structure, business, 

reported assets and financial information as well as a detailed chronology of the 

Company and its actions since the issuanc~ of the MW Report in June 2011. 

STATUS OF THE CCAA PROCEEDINGS 

Background on the Sino-Forest Business 

13. The Initial Order Affidavit and the Pre-Filing Report detailed the background on the 

Company's business and the events leading to the need for the commencement of the 

CCAA Proceedings. 

14. Included in the Initial Order Affidavit was a summary of the Company's current debt, 

consisting principally of approximately of debt in connection with the Notes (defined 

below) in the principal amount of $1.8 billion. The Initial Order Affidavit noted that the 

Company does not have any other significant levels of normal course payables but that 

many of the Sino-For est Subsidiaries have their own distinct banking faci I ities including 

lending facilities. 

15. The Initial Order Affidavit also outlined a number of other key issues including: 

(a) the release of the MW Report; 

(b) the establishment of the Independent Committee and the IC Reports; 

(c) the commencement of class actions (the "Class Actions") in Canada and the 

United States and an investigation by the OSC; 

(d) the Company's failure to release audited financial statements for Q3 2011; 

(e) defaults under the Company's Notes; and 

(f) the difficulties being experienced by Sjno-Forcst on its business (the "Sino-

Forest Business") in the PRC. 

2 See Appendix F for a copy of the lnitial Order Affidavit (without exhibits). 
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16. In light of all of the difficulties being experienced by the Company and Sino-Forest, the 

Company commenced the CCAA Proceedings with a view to implementing a 

restructuring plan that would provide a path for the resolution of claims and allow 

ownership of the Sino-Forest Business to be separated from the Company and allowed to 

continue without the uncertainty and claims associated with the Company. 

17. Shortly after the commencement of the CCAA Proceedings, the Court granted an Order 

(the "Expansion of Powers Order") expanding the powers ofthe Monitor to specifically 

provide the Monitor with access to and supervisory powers over the Sino-Forest 

Subsidiaries. 

18. Throughout the course of the CCAA Proceedings, the Monitor (either directly or through 

FTI Consulting (Hong Kong) Limited) has monitored not only the Company but also the 

Sino-Forest Subsidiaries in accordance with the Expansion of Powers Order. The 

Monitor has issued its Sixth Report dated August 10, 2012 (the "Sixth Report")3 and 

Tenth Report dated October 18, 20 I 2 (the "Tenth Report"t both of which provided a 

report on the Sino-Forest Business and the Sino-Forest Subsidiaries. 

19. Some of the areas of focus of the Sixth Report and the Tenth Report include: 

(a) report on the cash position of the Sino-Forest Subsidiaries; 

(b) status of accounts receivable and payable, including significant issues relating to 

the collection of receivables and the deregistration of authorized intermediaries 

owing approximately US$504 million in receivables to Sino~ Forest; 

(c) status of disbursements of the Sino-Forest Subsidiaries; 

(d) issues related to cooperation and dcrcgistration of suppliers of Sino~Forest (and 

the deterioration of relationships with key parties generally); 

(e) status on business operations including the freezing of Sino~Forest's primary 

business, BVI standing timber; and 

3 See Appendix H for a copy of the Sixth Report (without appendices). 
4 See Appendix I for a copy of the Tenth Report {without appendices). 
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(f) issues surrounding efforts on asset verification, including an inability to obtain 

forestry bureau maps. 

20. Since the outset of the CCAA Proceedings, the Monitor has also advised the Court, the 

Company and others that there is a finite amount of funds available for the CCAA 

Proceedings. The Monitor has advised on the Company's cash flow throughout the 

CCAA Proceedings and noted the negative cash flow due to disbursements relating 

primarily to professional fees with no source of income for the Company. 

21. The Company and the Monitor have also indicated ongoing issues arising from the 

termination of several members of senior management (who received enforcement 

notices from the OSC) and the fact that these individuals have not been replaced. 

22. The Company has consistently expressed the view that the lack of resolution within the 

CCAA Proceedings bas had an ongoing negative impact on the operations and financial 

status of the Sino-Forest Subsidiaries. 

The RSA and the Sale Process5 

23. As part of the relief sought on the Filing Date, the Company announced that it had 

entered into a restructuring support agreement (the "RSA") with certain initial consenting 

Notebolders (as defined in the Plan) (the '1CNs") which provided for a framework for a 

resolution and restructuring transaction acceptable to the ICNs. 

24. In connection with the RSA and the CCAA Proceedings, the Company sought approval 

of a sale process for the marketing of the Sino-Forest Business (the "Sale Process'') to be 

conducted by the Company's financial advisor, Houlihan Lokey ("HL"). The Sale 

Process set out the procedures pursuant to which bids fo.r the Company would be soli cited 

in a multi-stage process. During Phase 1, letters of intent were solicited, which letters of 

intent were required to provide for consideration in an amount equal to 85% of the 

aggregate princjpal amount of the Notes, plus all accrued and unpaid interest on the 

5 Capitalized terms used in this subsection and not otherwise defined have the meaning given to them in the Sale 
Process Order. 

EFT I •111 . ~l!~,.~,,! ; ' t·j 
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Notes at the regular rates provided in each respective note indenture up to March 30, 

2012 (the "Qualified Consideration"). 

25. Subsequent to the Filing Date, the Company, through HL, canvassed the market for a 

potential buyer or buyers of the Sino-Forest Business. On the Phase I Bid Deadline (as 

defined in the Sale Process Order), a number of letters of intent were received. However, 

none of those letters of intent met the criteria of being a "Quali.fied Letter of Intent" due 

to their failure to provide for the Qualified Consideration. The Sale Process was 

thereafter terminated by the Company (in consultation with the Monitor). More details 

regarding the Sale Process are set out in the Monitor's Fourth Report dated July 10, 2012. 

Subsequent to the termination of the Sale Process and as set out in the Monitor's eighth 

report dated September 25, 2012, the Monitor was informed by the Company and the 

ICNs that there was some continued interest expressed by parties in purchasing the 

Company's assets. To date, no such transaction has been successfully negotiated or 

completed. 

26. Concurrently with the conduct of the Sale Process, the Company also sought further 

support for the restructuring transaction contemplated by the RSA. In accordance with 

the terms of the RSA, on or before May 15, 2012 (the "Early Consent Deadline"), 

Noteholders representing approximately 72% of the outstanding noteboldcr debt 

(including ICNs) (with more than 66.67% of the principal amount of each of the four (4) 

series ofNotes) agreed to support the Plan. 

Claims, the Class Actions and the Mediation6 

27. From the outset of the CCAA Proceedings, it was apparent that addressing the claims 

against Sino-forest would be important gjven the extent of the litjgation against the 

Company and resulting indemnification claims from others named in the Class Actions. 

To further that process, on May J 4, 2012, the Company obtained a claims procedure 

6 Capitalized terms used in this subsection and not otherwise defined have the meaning given to them in the Claims 
Procedure Order. 
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order (the "Claims Procedure Order"),7 which provided for the calling of claims against 

the Company, its directors and officers and its subsidiaries. 

28. Notably, the Claims Procedure Order did not provide a specific mechanism for the 

resolution of Claims. This was largely in recognition of the relatively unique nature of 

the claims that were anticipated to be asserted in the claims process. As set out above, as 

a holding company, unlike many CCAA debtors, the Company does not have many, if 

any, trade creditors. Instead, aside from the claims in respect of the Notes, it was 

anticipated that most or all of the remaining claims filed would be in cmmection with the 

Class Actions either directly by the plaintiffs in the Class Actions (the "Plaintiffs") or 

indenmity claims from the Third Party Defendants (defined below). Details regarding the 

Claims, D&O Claims and D&O Indemnity Claims filed in connection with the claims 

process is set out below in the section entitled "The Claims Process". 

29. On June 26, 20 12, the Company brought a motion seeking a direction that Claims by the 

Plaintiffs in respect of the purchase of securities and resulting indemnification claims by 

the Third Party Defendants constituted "equity claims" pursuant to section 2(1) of the 

CCAA. On July 27, 2012, the Court issued its decision determining that such claims did 

constitute "equity claims" under section 2(1) of the CCAA (the "Equity Claims 

Decision'). The Equity Claims Decision was appealed by Ernst & Young LLP ("EY"), 

BDO Limited ("BDO") and the underwriters group (the "Underwriters"). The appeal 

was heard by the Court of Appeal on November 13, 2012. As of the date of this 

Thirteenth Report, the Court of Appeal's decision has not been released. 8 

30. As the process continued, it became apparent to the Monitor that the nature, complexity 

and number of parties involved in the litigation claims surrounding the Company had the 

potential to cause extensive delay and additional costs in the CCAA Proceedings. As 

such, it was the view ofthe Monitor (with the agreement of the Company) that there was 

merit in a global resolution of not only the Plaintiffs' claims against the Company, but 

7 Sec Appendix J tor a copy of the Claim.s Procedure Order. 
8 See Appendix K for a copy of the Equity Claims Decision 
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also against the other defendants named in the Class Actions other than Poyry Beijing 

(the "Third Party Defendants").9 

31. On July 25, 2012 the Court granted an order (the "Mediation Order"), directing a 

mediation (the "Mediation") of the class action claims against the Company and the 

Third Party Defendants (as defined in the Mediation Order). The Mediation was 

conducted on September 4 and 5, 2012 but was unsuccessful. Notwithstanding the fact 

that the Mediation was not successful, the Monitor is aware that many of the Third Party 

Defendants have remained focused on determining whether a resolution within the 

CCAA Proceedings is possible. 

The OSC Investigation and the Enforcement Notices 

32. In addition to facing the litigation claims asserted against the Company, the Company has 

also faced an ongoing investigation by the OSC. As set out in the Initial Order Affidavit, 

after the release of the MW Report, the OSC launched an investigation on the Company 

which led to the granting of a temporary cease trade order issued on August 26, 2011 

(which has since been extended). 

33. On April 9, 2012, the Company announced that it had received an enforcement notice 

from the OSC and was aware that ce11ain current and former officers (the "Individual 

Respondents")10 of the Company had also received enforcement notices. On May 23, 

2012, the Company announced that it had learned that the OSC had commenced 

proceedings against the Company and the Individual Respondents and issued a statement 

of allegations dated May 22, 2012. On September 26,2012, the Company announced that 

it had received a second enforcement notice from the OSC. 

34. As of the date of the Report, the OSC investigation and enforcement proceedings are 

ongoing. 

The Plan and the Plan Filing and Meeting Order 

Y The Third Party Defendants are: EY, BDO, the Underwriters, Allen Chan, Judson Martin, Kai Kit Poon, David 
Horsley, William Ardell, James Bowland, James Hyde, Edmund Mak, Simon Murray, Peter Wang and Garry West. 
10 The Individual Respondents are Allen Chan, Albert Ip, Alfred Hung, George Ho, Simon Yeung and David 
Horsley. 
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35. On August 14, 2012, the Company announced that it had filed a draft plan of compromise 

and reorganization (the "August 14 Draft Plan") with the Court.ll On August 15, 2012, 

the Company filed a draft information circular with the Court (the "August 15 Draft 

Information Circular''). 

36. Jn connection with the filing of the August 14 Draft Plan, the Company also brought a 

motion seeking approva1 of a plan filing and meeting order (the "Meeting Order'')12 

which, among other things, provided for the calling of a meeting of creditors (the 

"Meeting"). It was agreed that the Meeting Date would be subsequent to the completion 

ofthe Mediation. 

37. The motion for the Meeting Order was returnable on August 28, 2012. Due to concerns 

raised by certain of the Third Party Defendants, the motion was postponed to determine 

whether the parties could agree to changes that would result in a mutually satisfactory 

proposed order, which was ultimately achieved. On August 31, 2012, the Court granted 

the Meeting Order. 

38. At the request of certain of the Third Party Defendants, the Meeting Order was granted 

on the express understanding that there had been no determination of: (a) the test for 

approval of the plan including (i) the judsdiction of the Court to approve the plan in its 

then ctnTent form; (H) whether the plan complied with the CCAA; and (iii) whether any 

aspect of the plan was fair and reasonable; (b) the validity or quantum of claims; and (c) 

the classification of creditors for voting purposes. The Company advised the Monitor 

that this reservation was acceptable to the Company given that it anticipated that many of 

these matters would be appropriately addressed at a sanction hearing. 

Current Status of the CCAA Proceedings 

39. On October 19, 2012, the Company filed a revised plan of comprom1sc and 

reorganization (the "Plan") 13 and information statement (the "Information 

11 A further draft of the Plan dated Augu!il 27, 2012 was filed prior to the return of the motion for the Meeting Order. 
12 See Appendix L for a copy of the Meeting Order. 
13 See Appendices A and I3 for a copy ufthe Plan and the Blackline of the Plan to the August 14 Draft Plan. 
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Statement'')14 in contemplation of the Meeting to be held on November 29, 2012 at 

lOam at the offices of Bennett Jones LLP. The Company is focused on moving forward 

with its Plan to seek approval by the Required Majority (as defined in the Plan) and, if 

that is achieved, to move before the Court for the sanctioning of the Plan. The ICNs have 

similarly expressed their desire and priority of moving forward with the Plan. 

40. In that regard, the Company has made significant progress with various parties within the 

CCAA Proceedings. The current Plan is acceptable not only to the Company and the 

ICNs, but due to lengthy arms' length negotiations, the revised terms of the Plan are also 

acceptable to the Ontario Plaintiffs and the Quebec Plaintiffs (as both terms are defmed in 

the Claims Procedure Order). 

41. The Ontario Plaintiffs and the Quebec Plaintiffs have continued to express a desire to 

move forward with their actions against EY, BDO, the Underwriters, Allen Chan, David 

Horsely and Kai Kit Poon (the "Spedfied Defendants'}. In that regard, in late 

September, the Ontario Plaintiffs and Quebec Plaintiffs served a number of motions 

within these proceedings for, among other things, (a) representation and voting rights 

within the CCAA Proceedings; (b) certain document production; and (c) a lift stay 

against the Company and the Third Party Defendants (the "Lift Stay Motion"). 

42. Ultimately, due to an agreed upon resolution between the Company and the Ontario 

Plaintiffs and Quebec Plaintiffs, on October 29, 2012, the Ontario Plaintiffs and Quebec 

Plaintiffs did not proceed with their first two motions and brought their Lift Stay Motion 

against only the Specified Defendants. The Lift Stay Motion was not opposed by the 

Company, the Monitor or the ICNs. 

43. On November 6, 2012, the Court issued its decision, upholding the stay as against the 

Specified Defendants for a limited period of time while the Meeting and the Sanction 

Hearing were pending, but acknowledged that, failing a resolution, the Class Actions 

against these parties would proceed, the only question was when. The Court further 

directed that the issue be re-evaluated no later than December 10, 2012. 

11 See Appendices C and D for a copy of the Information Statement and a blackline of the Information Statement to 
the August 15 Dr.11l Tnformation Circular. 
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THE CLAIMS PROCESS15 

44. As set out above, on May 14, 2012, the Court granted the Claims Procedure Order. The 

Claims Procedure Order established claims har dates for the filing of Claims, D&O 

Claims and D&O Indemnity Claims (the "Claims Process") . Pursuant to the Claims 

Procedure Order, claimants were also requested to list whether they intended to assert 

claims against any or all of the Sino-Forest Subsidiaries based in whole or in part on 

facts, underlying transactions, causes of action or events relating to a Claim made against 

the Company. The primary Claims Bar Date was set as June 20, 2012. 

45. The Sixth Report previously reported that on or about the Claims Bar Date, the Company 

received 228 claims with a face value in excess of $112 billion. This includes duplicative 

claims filed against the Company and its directors, officers and subsidiaries and does not 

account for marker and/or contingent claims filed. Since the Claims Bar Date, the 

Company has received a further four ( 4) claims with a face value in excess of 

approximately $23,000 and one Restructuring Claim in the amount of $485,000. 

Additionally, 151 D&O Indemnity Claims filed in respect of the D&O Claims that named 

Directors and Officers have been filed. 

Nature of Claims Filed 

46. As anticipated, other than with respect to three (3) trade Claims filed against the 

Company, the balance of the Claims, D&O Claims and D&O Indemnity Claims filed 

pursuant to the Claims Procedure Order can be categorized as follows: 

(a) Claims filed by the Note Indenture Trustees in respect of the Notes (the 

"Noteholder Claims''); 16 

(b) Claims by plaintiffs in the Ontario, Quebec and US Class Actions relating to 

damages relating to share purchases and note purchases; 

15 Capitali7..t:d terms used in this section and not otherwise defined have the meaning given to them in the Claims 
Procedure Order. 
16 As permitted by the Claims Procedure Order, daims tiled by individual notcholders in respect of the Notes have 
been disregarded by the Monitor. 
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(c) Equity Claims filed by individuals; 

(d) Class Action Indemnity Claims filed by the Third Party Defendants; 

(e) D&O Indemnity Claims filed by Directors and Officers for indemnity; and 

(f) Various individual claims which provided no information as to the nature of the 

claimant's claim (the "Bare Claims"). 

47. Additionally, pursuant to the Meeting Order, the OSC was required to indicate whether it 

intended to assert any OSC Monetary Claims (defined below) against the Company 

and/or the Officers and Directors. Details regarding the OSC Monetary Claims are 

discussed in further detail below in the sub-section entitled "OSC Monetary Claims". 

The Noteholder Claims 

48. As set out in the Initial Order Affidavit, the Company has issued four (4) series of Notes 

which remain outstanding: 

(a) two series of senior notes (the "Senior Notes") which have guarantees from sixty 

of the Sino-Forest Subsidiaries and share pledges from ten of the Sino-Forest 

Subsidiaries; and 

(b) two series of unsecured convertible notes (the "Convertible Notes" and together 

with the Senior Notes, the "Notes") which have guarantees f.rom sixty-four Sino­

Forest Subsidiaries. 

49. The Monitor's legal counsel has reviewed legal opinions (the "Note Opinions") 

regarding the validity and enforceability of the indentures and guarantees entered into in 

connection with the Senior Notes and Convertible Notes and the share pledges entered 

ilJto in connection with the Senior Notes. The Monitor's legal counsel has concluded that 

the Note Opinions are generally satisfactory in form and scope for transactions of this 

nature and contain the customary assumptions and qualifications for such opinions. 

Where, in the view of the Monitor's legal counsel, the Note Opinions were not phrased in 

customary tenns or did not address matters customarily the subject of comparable 

1m f. .. T 
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opinions, legal opinions were obtained from independent local counsel addressing these 

matters. 

50. The Noteholder Claims have been accepted as Voting Claims (as defined in the Plan) by 

the Monitor for the purposes of the Meeting and the Meeting Order. 

Impact of the Equity Claims Decision on Claims 

51. Each of the Third Party Defendants has filed potentially significant, contingent Claims. 

In particular, each ofEY, BDO and the Underwriters filed contingent Claims each in the 

billions of dollars. 

52. The Equity Claims Decision held that claims against the Company resulting from the 

ownership, purchase or sale of equity interests in the Company, including claims on 

behalf of current or former shareholders ("Shareholder Claims") and indemnity claims 

arising from Shareholder Claims ("Share Purchase Indemnity Claims"), are "equity 

claims" under section 2( 1) of the CCAA. In coming to this decision, the Court noted that 

although the legal basis for the indemnity claims may be different from the Shareholder 

Claims, the substance of the underlying claims related to the Shareholder Claims and 

were therefore "equity claims". The potential exception to this classification is or was 

claims by the defendants for "defence costs" ("Defence Costs Claims") which, the Court 

noted, might not be equity claims (although no definitive decision was reached). 

53. The Equity Claims Decision left it open for the Company to bring a motion for 

declarations relating to claims in respect of the purchase of securities other than shares 

(i.e. Claims by former noteholders). To date, no such motion has been brought. In the 

meantime, the Company has agreed to the Noteholder Class Action Limit (as defined in 

the Plan) of $150 million, which limits the maximum liability of all of the Third Party 

Defendants in respect of those claims (discussed in more detail below in the sections 

entitled ''The Plan" and "The Reserves"). However, the right to bring a motion as 

contemplated above has been reserved by the Company. 

54. As set out above, on November 13, 2012, the Court of Appeal heard the appeal of the 

Equity Claims Decision but has not yet released its decision. 
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Status of Claims Resolution 

55. As set out above, the Claims Procedure Order did not set out a pre-detennined process for 

the resolution of Claims. Other than with respect to the Bare Claims, for which there was 

no infonnation provided as to the nature or characterization of the Claim, no notices of 

disallowance have been issued. 

56. Instead, as set out in the sections entitled "The Plan", "The Meeting of the Affected 

Creditors Class" and "Sanction of the Plan" below, the Company has addressed the 

Claims, D&O Claims and D&O Indemnity Claims in the context of the Plan. 

Specifically, section 4. 7 of the Plan provides that, the Claims of the Third Party 

Defendants are categorized as follows: 

(a) Claims against Sino-Forest Subsidiaries, which are released; 

(b) Class Action Indemnity Claims in respect of Indemnified Noteholder Class 

Action Claims, which are limited to the Indemnified Noteholder Class Action 

Limit (as such terms are defined in the Plan), which are treated as Unresolved 

Claims and which will be accounted for in the Unresolved Claims Reserve; 

(c) Defence Costs Claims, which are treated as Unresolved Claims and will be 

accounted for in the Unresolved Claims Reserve; and 

(d) Equity Claims (as defined in the Plan), which are released. 

57. Given: 

(a) the fact that other than the Claims in respect of the Notes, the overwhelming 

balance of the Claims and D&O Claims filed in the Claims Process were 

contingent Claims and 0&0 Claims by the Plaintiffs for their Class Actions and 

by the Third Party Defendants (and others) for indemnification (which only 

crystallize upon claims being successfully made against such parties and which 

are then found to be properly indenmifiable by the Company); and 

limf . T 
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(b) tl1e subsequent categorization of the Third Party Defendants' Claims as set out 

above and particularly in light of the Equity Claims Decision; and 

(c) the establishment of the Unresolved Claims Reserve (discussed in greater detail 

below in the section entitled "Reserves") to provide for Unresolved Claims which 

may ultimately become Proven Claims (as defined in the Plan), 

the Monitor is of the view that it was not necessary to go through a separate dispute and 

resolution process through the issuance of Notices of Disallowance prior to a vote on the 

Plan. Third Party Defendants who object to the classification and treatment of their 

Claims under the Plan will have the opportunity to object to such treatment at the 

Sanction Hearing (defined below). The issuance of Notices of Disallowance in these 

circumstances would be duplicative of the other efforts that have been taken to date and 

would have the potential for increased delay and additional costs to the process. 

OSC Monetary Claims 

58. The Claims Procedure Order excluded any claims of the OSC against the Company or the 

Directors and Officers. Subsequently, as part of the Meeting Order, the OSC was 

required to advise the Company and the Monitor whether it intended to pursue any 

monetary claims against the Company or any Officers and Directors ("OSC Monetary 

Claims") on or prior to September 13, 2012 and, if so, the quantum of any such OSC 

Monetary Claims. 

59. The OSC has advised the Company and the Monitor that in light of the substantial losses 

that stakeholders would potentially suffer, the OSC did not intend to assert any OSC 

Monetary Claims against the Company. Through various correspondence, the OSC has 

further confinned that it has not yet determined whether it will pursue OSC Monetary 

Claims against any of the Officers and Directors. However, witll a view to being helpful 

and to facilitate the Plan process, and as disclosed in the "Risk Factors'' set out in the 

Information Statement the OSC initially confirmed that any OSC Monetary Claims 

against the Officers and Directors would be limited to an aggregate amount of no more 

than $100 million. Subsequent to its initial confinnation, the OSC confinned that it did 
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not intend to seek OSC Monetary Claims against Officers and Directors in excess of an 

aggregate amount of $84 million. The OSC has further confinncd that of the OSC 

Monetary Claims which may be asserted against Officers and Directors, $7 million to $72 

million could relate to fraud. 17 

60. The Monitor is aware that discussions between the Company and the OSC with respect to 

the potential OSC Monetary Claims against Officers and Directors is ongoing. 

THEPLAN18 

Overview of the Plan and Changes from the August 14 Draft Plan 

61. A summary of the August 14 Draft Plan was set out in the Affidavit of Judson Martin 

sworn August 14, 2012 and the Monitor's Seventh Report dated August 17, 2012 (the 

"Seventh Report") 19 and is therefore not repeated herein. A brief overview of the Plan 

is as follows: 20 

(a) The Plan contemplates tbat a new company {"Newco") will be incorporated and 

organized under the laws of the Cayman Islands and the Company will transfer 

substantially all of its assets to Newco. For information relating to the 

governance ofNewco, reference should be made to the Information Statement and 

the Plan Supplement (defined below). 

(b) Affected Creditors with Proven Claims will receive their pro rata share of: 

(i) 92.5% of the Newco Shares; 

(ii) 100% of the Newco Notes; and 

(iii) 75% of the Litigation Trust Interests. 

17 The Monitor notes that the issue of whether any OSC Monetary Claims agail1St Directors and Officers are released 
bl operation of the Plan has not been resolved. 
1 Capitalized terms used in this section and not othe1wise defined have the meaning given to them in the Plan. 
19 Sec Appendix M for a copy of the Seventh Report (without appendices). 
20 The summary provided herein is for infmmational purposes only. In the event of any inconsistency between the 
summary set out in this Report and the Plan, the Plan shall govern. 
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(c) On the Plan Implementation Date, all of the Litigation Trust Claims21 and 

Litigation Trust Assets (as defined in the Plan Supplement) will be transferred to 

the Litigation Tmstee. 

(d) The remaining 7.5% of the Newco Shares will constitute the Early Consent 

Equity Sub-Pool and will be issued and distributed to the Early Consent 

Noteholders. The remaining 25% of the Litigation Trust Interests will be 

allocated to the Noteholder Class Action Claimants (subject to the caveats in the 

Plan). 

(e) All Affected Creditors will constitute a single class for the purpose of voting on 

and considering the Plan. Equity Claimants will constitute a separate class, but 

will have no right to attend the Meeting or vote on the Plan (in such capacities). 

Further information regarding the classification of creditors voting at the Meeting 

is discussed below in the section entitled "Meeting of the Affected Creditors 

Class". 

(f) All Affected Claims will be compromised and released under the Plan (further 

information regarding the releases and also those claims which are specifically 

not released under the Plan are summarized below). 

(g) The Claims of Third Party Defendants (also discussed in further detail below) are 

categorized as follows: 22 

(i) claims against the Sino-Forest Subsidiaries, which will be released; 

21 "Litigation Trust Claims" means any and all claims, actions, causes of action, demands, suits, rights, entitlements, 
litigation, arbitration, proceeding, hearing or complaint, whether known or unknown, reduced to judgment or not 
reduced to judgment, liquidated or unliquidated, contingent or non-contingent, matured or unmatured, disputed or 
undisputed, secured or unsecured, assertablc directly or derivatively, in law, equity or otherwise, based in whole or 
in part upon any act or omission or other event occurring before or after the Filing Date that have been or may be 
asserted by or on behalf of: (i) SFC against any and all third parties; or (ii) the Trustees, the Noteholders or any 
representative of the Noteholders against any and all Persons in connection with the Notes issued by SFC; prov ided, 
however, that in no event shall the Litigation Tmst Claims include any c laim, right or cause of action against any 
Person that is released purs11ant to Article 7 of the Plan. For greater certainty: (i) the claims being advanced or that 
are subsequently advanced in the Class Actions are not being transferred to the Litigation Trust; and (ii) the claims 
transfeJTed to the Litigation Trust shall not be advanced in the Class Actions. 
22 See also paragraph 56 of this Thirteenth Report for the impact of the characterization of the Third Party 
Defendants' Claims. 
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(ii) Defence Costs Claims; 

(iii) Class Action Indenmity Claims relating to Indemnified Noteholder Class 

Action Claims, which are limited to an aggregate of $150 million, being 

the Indemnified Noteholder Class Action Limit (discussed in further detail 

below); and 

(iv) Equity Claims. 

(h) The Plan contemplates specific mechanics for implementation of the restructuring 

transaction including the distribution of Newco Shares and Newco Notes and the 

incorporation of SFC Escrow Co. which will be formed to hold N ewco Shares and 

Newco Notes in the Unresolved Claims Reserve and to act as the Unresolved 

Claims Escrow Agent. 

(i) The Plan remains subject to several conditions precedent including, among other 

things: 

fm ~ .... ~ .. 

(i) approval of the Plan by the Required Majority at the Meeting; 

(ii) the granting of the Sanction Order; 

(iii) all fi lings under Applicable Laws that are required shall have been made 

and any regulatory consents or approvals required shall have been 

obtruned including, without limitation (A) any required filings and 

consents of the securities regulatory authorities in Canada (B) a 

consultation with the Executive of the Hong Kong Securities and Futures 

Coml1Ussion; (C) the submission by the Company and each applicable 

Sino-Forest Subsidiary of a Circular 698 tax filing with all appropriate tax 

authorities in the PRC within the requisite time prior to the Plan 

fmplementation Date; and (D) jf notification is necessary or desirable 

under the Antimonopoly Law of the People's Republic of China and its 

implementation rules, the submission of such filings and the acceptance 

and/or approval thereof by the competent Chinese authority; and 
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(iv) the completion of satisfactory due diligence by the ICNs prior to the 

Sanction Hearing. 

62. The Plan filed on October 19, 2012 contained a number of changes to the August 14 

Draft Plan. Reference should be made to the Plan and the Information Statement for the 

details of the Plan. Briefly, a summary of some of the significant changes is as follows: 23 

(a) Insurance 

(i) A number of changes to section 2.4 of the Plan were made in consultation 

with various constituencies including counsel to the Ontario and Quebec 

Plaintiffs as well as the Company's immrers. 

(b) Section 5.1 (2) D&O Claims and Conspiracy Claims. 

(i) References previously to "Retained D&O Claims" now refer to Section 

5.1(2) D&O Claims and Conspiracy Claims.24 

(c) Mechanics ofDistribution. 

(i) A number of changes regarding the mechanics of distribution were made 

to the Plan following consultation with the Monitor and representatives of 

the Trustees. The Monitor is further entitled to seek directions from the 

Court with respect to any matter relating to the implementation of the 

Plan, including with respect to the distribution mechanics provided for 

under the Plan. 

(d) SFC Escrow Co. 

23 The summary provided herein is for infmmational purposes only. In the event of any inconsistency between the 
summa1y set out in tJ1is Report and the Plan, the Plan shall govtm. 
24 "Section 5.1(2) D&O Claim" means any D&O Claim that is not permitted to bt compromised pursuant to .section 
5.1(2) of the CCAA, b11t only to the extent not so permitted, provided that any D&O Claim that qualifies as a Non­
Released 0&0 Claim or a Continuing Other D&O Claim shall not constitute a Section 5. 1 (2) D&O Claim. 
"Conspiracy Claim" mc;ms any 0&0 Claim alleging Lhat the applicable Director or Officer committed the tort of 
civil conspiracy, as defined under Canadian common law. 
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(i) SFC Escrow Co. shall be incorporated p1ior to the Plan Implementation 

Date under the laws of the Cayman Islands or such other jurisdiction as 

may be agreed to by SFC, the Monitor and the ICNs. SFC Escrow Co. 

shall be incorporated for the purpose of holding, in escrow, the 

Unresolved Claims Reserve. 

(e) Releases. Significant changes were made to the Plan releases. The Plan now 

contemplates that the following will be specifically released: 

(i) 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) of the Plan) 

and Noteholder Class Action Claims (other than the Continuing 

Noteholder Class Action Claims); 

(ii) all Claims of the Ontario Securities Commission or any other 

Governmental Entity that have or could give rise to a monetary liability, 

including fines, awards, penalties, costs, claims for reimbursement or 

other claims having a monetary value; 

(iii) 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); 

(iv) all Class Action Indemnity Claims (including related D&O Indemnity 

Claims), other than any Class Action Indemnity Claim by the Third Party 

Defendants against SFC in respect of the Indemnified Noteholder Class 

Action Claims (including any D&O Indemnity Claim in that respect), 

which shall be limited to the Indemnified Noteholder Class Action Limit 

pursuant to the releases set out j n section 7.1(f) of the Plan and the 

injunctions set out in section 7.3 of the Plan; 
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(v) any portion or amount of or liability of the Third Party Defendants for the 

Indemnified Noteholder Class Action Claims (on a collective, aggregate 

basis in reference to all Indemnified Noteholder Class Action Claims 

together) that exceeds the Indemnified Noteholder Class Action Limit; 

(vi) 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 to the extent that such 

Class Action Indemnity Claims exceed the Indemnified Noteholder Class 

Action Limit; 

(vii) any and all demands, claims, actions, causes of action, counterclaims, 

suits, debts, sums of money, accounts, covenants, damages, judgments, 

orders, including 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, existing or hereafter arising, against 

Newco, the directors and officers ofNcwco, the Noteholders, members of 

the ad hoc committee ofNoteholders, the Trustees, the Transfer Agent, the 

Monitor, FTI Consulting Canada lnc., FTI HK, counsel for the current 

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

SFC Advisors, the Noteholder Advisors, and each and every member 

(including 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, 
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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; 

(viii) any and all demands, claims, actions, causes of action, counterclaims, 

suits, debts, sums of money, accounts, covenants, damages, judgments, 

orders, including 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 tmmatured, direct, indirect or 

derivative, foreseen or unforeseen, existing or hereafter arising, against 

Newco, the directors and officers ofNewco, the Noteholders, members of 

the ad hoc committee ofNoteholders, the Trustees, the Transfer Agent, the 

Monitor, FTI Consulting Canada Inc., FTI HK, the Named Directors and 

Officers, counsel for the current Directors of SFC, counsel for the 

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

Advisors, and each and every member (including members of any 

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

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

duty, responsibility, indebtedness, liability, obligation, dealing or other 

occurrence existing or taking place on or prior to the Plan Implementation 

Date (or, with respect to actions taken pursuant to the Plan after the Plan 

Implementation Date, the date of such actions) in any way rela6ng 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 ofNewco and the creation, issuance or distribution of the Newco 

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

Notes, the Litigation Trust or the Litigation Trust Interests, as the case 

may be; 

(ix) any and all demands, claims, actions, causes of action, counterclaims, 

suits, debts, sums of money, accounts, covenants, damages, judgments, 

orders, including 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, existing or hereafter arising, against the 

Subsidiaries for or in connection with any Claim (including, 

notwithstanding anything to the contrary herein, any Unaffected Claim); 

any Affected Claim (including any Affected Creditor Claim, Equity 

Claim, D&O Claim, D&O Tndenmity 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 cmmection with or 

liability for tl1e Existing Shares, Equity Interests or any other securities of 

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

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

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

Litigation Trust, the business and affairs of SFC and the Subsidiaries 

(whenever or however conducted), the administration and/or management 

of SFC and the Subsidiaries, or any public filings, statements, disclosures 

:·:. :) :I ~ !) I i ~ ", •.i 
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or press releases relating to SFC; any right or claim in connection with or 

liability for any indemnification obligation to Directors or Officers of SFC 

or the Subsidiaries pertaining to SFC, the Notes, the Note Indentures, the 

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

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

the CCAA Proceedings, the Restructuring Transaction, the Litigation 

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

the administration and/or management of SFC, or any public filings, 

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

in COIUlection with or liability for any guaranty, indenmity or claim for 

contribution in respect of any of the foregoing; and any Encumbrance in 

respect of the foregoing; and 

(x) all Subsidiary Intercompany Claims as against SFC (which are assumed 

by Newco pursuant to the Plan). 

(f) Claims Not Released. The following are specifically not released under the Plan: 

1m ~-,.,,T , . 

(i) SFC of its obligations under the Plan and the Sanction Order; 

(ii) 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 of the Plan); 

(iii) 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 4.9(e) of the Plan; 

(iv) 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 Noteholdcr Class Action Claims shall be 

limited in the manner set out in 4.4(b )(i) of the Plan; 
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(v) 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 Jndemnified Notcholder Class 

Action Claims shall be limited to the Indemnified Noteholder Class Action 

Limit pursuant to section 4.4(b)(i) of the Plan and the releases set out in 

section 7.1(e) of the Plan and the injunctions set out in section 7.3 ofthe 

Plan; 

(vi) Newco from any liability to the applicable Subsidiaries in respect of the 

Subsidiary Intercompany Claims assumed by Newco pursuant to section 

6.4(n) of the Plan; 

(vii) the Subsidiaries from any liability to Newco in respect of the SFC 

Intercompany Claims conveyed to Newco pursuant to section 6.4(m) of 

the Plan; 

(viii) 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 treated as Affected Creditor Claims in the manner 

described in section 4.1 ofthe Plan and released pursuant to section 7.I(b) 

of the Plan; 

(ix) 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 (g) of the Plan; 

(x) SFC or the Directors and Officers from any lnsured 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 
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or its Directors and Officers in the manner set forth in section 2.4 of the 

Plan; 

(xi) insurers from their obligations under insurance policies; and 

(xii) any Released Party for fraud or criminal conduct. 

(g) Sanction Order. In addition to the previously enumerated items set out in the 

August 14 Draft Plan, the Plan now contemplates that the Sanction Order shall: 

(i) Confi.rm that the Court was satisfied that (A) the hearing of the Sanction 

Order was open to all of the Affected Creditors and all other Persons with 

an interest in SFC and that such Affected Creditors and other Persons were 

permitted to be heard at the hearing in respect of the Sanction order; (B) 

prior to the hearing, all of the Affected Creditors and all other Persons on 

the service list were given adequate notice thereof; 

(ii) Declare that in no circumstance will the Monitor have any liability for any 

of SFC's tax liability regardless of how or when such liability may have 

arisen; 

(iii) Declare that, subj ect 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. 

Additionally, as set out in paragraph 46 of lbe draft Sanction Order contained in 

the Plan Supplement (defined below), the Sanction Order now provides that any 

Unresolved Claims in excess of $1 million shall not be accepted or resolved 

without further Order of the Court. Further, the Sanction Order also provides that 

all parties with Unresolved Claims shall have standing in any proceeding with 

respect to the detennination or status of any other Unresolved Claim. 

(h) Alternative Sale Transaction. 
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(i) The Plan provides that, at any time prior to the implcmentalion of the 

Plan, SFC may, with the consent of the ICNs, complete a sale of all or 

substantially all of the SFC Assets on tenns that are acceptable to the 

JCNs (an "Alternative Sale Transaction"), provided that any such 

Alternative Sale Transaction has been approved by the Court pursuant to 

section 36 of the CCAA on notice to the service list; 

(ii) In the event that an Alternative Sale Transaction is completed, the terms 

and conditions of the Plan would continue to apply subject to certain 

conditions identified in the Plan. 

(i) Expense Reimbursement. The Plan provides that the "Expense Reimbursement" 

shall now also include a work fee of up to $5 million to the ICNs. 

The Plan Supplement 5 

63. On November 21, 2012, the Company issued its plan supplement (the "Plan 

SuppJement").26 Details regarding the publication and distribution of the Plan 

Supplement are set out below in the section entitled "Notice of the Plan". 

64. The Plan Supplement provides further detail regarding the Plan including: 

(a) a summary of the tenns of the Litigation Trust; 

(b) a draft copy of the Litigation Trust Agreement; 

(c) a draft ofthe Sanction Order; 

(d) a summary of certain information concerning Newco, including information 

relating to Newco's govemance and management and a summary of the terms of 

the Ncwco Shares; 

(e) a description of the tenns of the Newco Notes; 

25 The ~ummary provided herein is for informational purposes only. In the event of any inconsistency between the 
summary set out in this Report and the Plan Supplement, the Plan Supplement shall govem. 
26 See Appendix E for a copy of the Plan Supplement. 
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(f) a summary of the constitution and governance of SFC Escrow Co.; and 

(g) information concerning certain of the Reserves. 

The Litigation Trust 

65. The Litigation Trust will be created pursuant to the Plan on the Plan Implementation 

Date. Pursuant to the Litigation Trust Agreement, the Litigation Trustee will hold the 

Litigation Trust Claims and the other Litigation Trust Assets for the benefit of Affected 

Creditors with Proven Claims and the Noteholder Class Action Claimants entitled to 

receive Litigation Trust Interests under the Plan. 

66. On the Plan Implementation Date, the Litigation Trust Claims will be transferred to the 

Litigation Trustee. Upon the creation of the Litigation Trust, the Company will transfer 

the Litigation Funding Amount to the Litigation Trustee to finance the operations of the 

Litigation Trust. The amount of the Litigation Funding Amount is subject to ongoing 

discussion. 

67. The Litigation Trustee will be determined by the Company and the ICNs (with the 

consent of the Monitor) prior to the Plan Implementation Date. The litigation trust board 

(the "Litigation Trust Board'') will be established and consist of three (3) persons and 

will make decisions based on a majority vote of the Litigation Trust Board members. 

The Litigation Trust Board will have the right to direct and remove the Litigation Trustee 

in accordance with the Litigation Trust Agreement and will have the right to operate and 

manage the Litigation Trust in a manner not inconsistent with the Litigation Trust 

Agreement. The parties have not yet detennined who will serve as the members of the 

Litigation Trust Board. 

68. Subject to the terms of the Litigation Trust Agreement, the Litigation Trustee, upon the 

direction of the Litigation Trust Board, will prosecute the Litigation Trust Claims and 

preserve and enhance the value of the Litigation Trust Assets. 

Information Regarding NLrwco 

69. As set out in the Plan, the Information Statement and the Plan Supplement: 

T 
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(a) Newco will be incorporated as an exempt company under the laws of the Cayman 

Islands. 

(b) Newco will have share capital consisting of a single class of voting shares, being 

Newco Shares. Newco Shares may be divided into different classes subject to 

requisite shareholder approvals. Also with requisite shareholder approvals, 

Newco may issue equity securities having a preference over Newco Shares. 

(c) Newco is not and will not be, following the Plan Implementation Date, a reporting 

issuer in any jurisdiction and the Newco Shares will not be listed on any stock 

exchange or quotation se!'Vlce on the Plan Implementation Date. 

(d) Subject to preferences for receipt of dividends that may be accorded to holders of 

other classes of shares of Newco, dividends may be declared by the board from 

time to time in equal amounts per share on the Newco Shares. 

(e) Newco will hold its first annual general meeting of shareholders no earlier than 12 

months following the Plan Implementation Date, with subsequent annual general 

meetings to be held annually thereafter. 

(f) The board of Newco will initially consist of up to five (5) directors, who will be 

satisfactory to the ICNs. The ad hoc committee of Noteholders and its advisors 

are reviewing potential candidates for appointment to the Newco board of 

directors and senior management. It is intended that the directors and senior 

management ofNewco will be appointed on or prior to the Plan Implementation 

Date. 

(g) Newco will deliver to each shareholder (i) copies of Newco's annual financial 

statements within 180 days of each fiscal year end; and (b) copies ofNewco's 

semi-annual financial statements within 90 days of the end of each financial half­

year. The board of directors will have the discretion to determine whether or not 

to obtain an audit of the annual financial statements. 
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(h) Prior to the Plan Implementation Date, it is intended that Newco will organize a 

wholly-owned subsidiary as an exempt company under the laws of the Cayman 

Islands ("Ncwco II") for lhc purposes of acquiring from Newco the SFC Assets to 

be transferred by the Company to Newco on the implementa6on of the Plan. The 

transfer of the SFC Assets to Neweo II is intended to facilitate the resolution of 

any tax, jurisdictional or other issues that may arise out of a subsequent sale of all 

or substantially all ofNewco's assets. 

(i) Newco will be named "Evergreen China Holdings Ltd." and Newco II will be 

named "Evergreen China Holdings II Ltd." 

Description ofNewco Notes 

70. As set out in the Plan, the Information Statement and the Plan Supplement: 

(a) The principal aggregate amount of the Newco Notes will be $300 million. 

(b) The Newco Notes will: 

(i) constitute general obligations ofNewco; 

(ii) mature on the date that is seven (7) years after the Original Issue Date (as 

defined in the Plan Supplement) unless redeemed earlier pursuant to the 

tenns of the Newco Notes indenture; 

(iii) be subject to interest on the Newco Notes which will be payable in cash 

or, at Newco's election, partially in cash and partially in kind notes or 

entirely in PIK Notes (as defined in the Plan Supplement); 

(iv) be subject to guarantees and pledges granted by various of the Sino-Forest 

Subs idiaries on terms similar to the guarantees and pledges granted on the 

existing Notes; and 

(v) be subject to several terms and conditions that are similar to the te1ms of 

the existing Note indentures. 
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Information regarding SFC Escrow Co. 

71. SFC Escrow Co. will be incorporated prior to the Plan Implementation Date under the 

laws of the Cayman Islands or such other jurisdiction as may be agreed by the Company, 

the Monitor and the ICNs. SFC Escrow Co. will be a wholly-owned subsidiary of the 

Company and the sole director of SFC Escrow Co. will be Codan Services (Cayman) 

Limited or such other person as may be agreed by the Company, the Monitor and the 

ICNs. 

72. SFC Escrow Co. is being fanned to serve as the Unresolved Claims Escrow Agent and to 

facilitate the implementation of the Plan as the holder of the assets in the Unresolved 

Claims Reserve. SFC Escrow Co. will also administer the Undeliverable Distributions in 

accordance with the Plan. 

Information and other Amounts relating to the Plan 

73. The Plan Supplement contains information regarding the Reserves (defmed below). 

Notably, the Indemnified Noteholder Class Action Limit has been established at $150 

million. The Indemnified Noteholder Class Action Limit has been agreed to by the 

Ontario Plaintiffs and the Quebec Plaintiffs and it means that no Third Party Defendant 

can have liability to the Plaintiffs in the Class Actions for Indemnified Noteholder Class 

Action Claims beyond that limit. As such, the maximum liability of the Company in 

respect of any Class Action Indemnity Claims asserted by the Third Party Defendants 

against the Company is similarly limited. 

74. The balance of the Reserves is discussed in the section below entitled "Reserves". 

THE RESERVES27 

The Cash Reserves 

75. The terms of the Plan provide for the creation of a number of cash reserves upon Plan 

Implementation. Those cash reserves are as follows (the "Cash Reserves"); 

21 Capitalized terms used in this section and not otherwise defined have the meaning given lo them in the Plan. 
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(a) Administration Charge Reserve- The Administration Charge Reserve is intended 

to cover any claims which are covered by the Administration Charge (as defined 

in and established by the Initial Order). The beneficiaries of the Initial Order 

include the Monitor, HL, and counsel for the Company, the Monitor, the board 

and the ICNs. It is anticipated that most or all of outstanding fees of these 

advisors will be paid prior to or upon the Plan Implementation Date. As such, it is 

not anticipated that much or any of the amount of the Administration Charge 

Reserve will be required to satisfy any outstanding claims. The amount for 

funding the Administration Charge, if any, is subject to ongoing discussion. 

(b) Directors' Charge Reserve28 
- The Directors' Charge Reserve is intended to cover 

any claims of the directors for an10unts covered by the directors' indemnity 

contained in the Initial Order. The amount, if any, of the Directors' Charge 

Reserve is subject to ongoing discussion. 

(c) Unaffected Claims Reserve - The Unaffected Claims Reserve is intended to 

provide for payment of Unaffected Claims under the Plan. The amount of the 

Unaffected Claims Reserve will be calculated based on the Company's and the 

Monitor's estimate of the Unaffected Claims which may not be paid upon the 

Plan jmplcmentation or which are not otherwise accounted for in the other Cash 

Reserves. The calculation of the Unaffected Claims Reserve is subject to ongoing 

discussion. 

(d) Monitor's Post-hnplementation Reserve- After implementation of the Plan, it is 

anticipated that there will be ongoing items to be addressed within the CCAA 

Proceedings including the administration of the SFC estate and the claims 

procedure. The Monitor's Post-hnplementation Reserve is intended to provide 

funds to carry out these items. The amount of the Monitor's Post,Implementation 

Reserve is subject to ongoing discussion. 

76. As set out above, the appropriate amounts for the Cash Reserves is subject to ongoing 

discussion. As set out in the Plan, the amounts ofthe Cash Reserves are to be confirmed 

28 Pursuant to the lnit ial Order, the amount of the Directors' Charge is $3.2 million . 

I 
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as part of the Sanction Order. The Monitor intends to provide further information prior to 

the Sanction Hearing with respect to the calculation and proposed amounts of the Cash 

Reserves. 

77. Pursuant to the Plan, the Monitor will hold and administer the monies used to fund the 

Cash Reserves. Pursuant to section 5.7 of the Plan, excess funds in the Administration 

Charge Reserve, the Directors' Charge Reserve and the Unaffected Claims Reserve will 

be transferred to the Monitor's Post-Implementation Reserve. 

78. The Monitor may, at any time and from time to time in its sole discretion, release 

amounts from the Monitor's Post-Implementation Reserve to Newco. Once the Monitor 

has detem1ined that the cash remaining in the Monitor's Post-Implementation Reserve is 

no longer necessary for administering the Company or the Claims Procedure, the Monitor 

shall forthwith transfer any such remaining cash to Newco. 

The Unresolved Claims Reserve 

79. In addition to the Cash Reserves, the Plan also contemplates the establishment of an 

Unresolved Claims Reserve (together with the Cash Reserves, the "Reserves"), 

constituting Newco Shares and Newco Notes (and any distributed Litigation Trust 

Interests) which will be held in escrow by SFC Escrow Co. pending the resolution of 

Unresolved Claims. The proposed amount of the Unresolved Claims Reserve will be 

Neweo Shares and Newco Notes sufficient to satisfy distributions on a pro rata bas.is in 

respect of the Unresolved Claims (the "Unresolved C1aims Reserve Consideration"). 

The Unresolved Claims Reserve Consideration will be held by SFC Escrow Co. and will 

be released out of the Unresolved Claims Reserve in accordance with the Plan if and 

when any such Unresolved Claims become Proven Claims. 

80. The anticipated Unresolved Claims that will have recourse to the Unresolved Claims 

Reserve in accordance with the Plan are primarily: 

(a) lndemnity Claims by the Third Party Defendants in respect of Noteholder Class 

Action Indemnity Claims up $150 million, being the Indemnified Noteholdcr 

Class Action Limit; 
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(b) Indemnity Claims by Directors and Officers in respect OSC Monetary Claims; 

and 

(c) Defence Costs Claims (as defined in the Meeting Order). 

81. The appropriate amount of the Unresolved Claims Reserve as it relates to OSC Monetary 

Claims and Defence Costs Claims is subject to ongoing discussion. The Monitor is of the 

view that the fact that reserve amounts for OSC Monetary Claims and Defence Costs 

Claims have not yet been determined does not affect the exercise of any voting rights of 

potentia] beneficiaries of the Unresolved Claims Reserve from voting on the Plan because 

the reserve amount is not, in itself tied to the amounts that persons will be entitled to 

vote. Instead, the proposed calculation and treatment of these Claims for voting purposes 

is discussed below in the section entitled "Meeting of the Affected Creditor Class". The 

Monitor does intend to provide a further report with respect to the amount of the 

Unresolved Claims Reserve in advance of the Sanction Hearing. 

NOTICE AND MAILING OF THE PLAN29 

82. The Meeting Order contemplated a process for the declaration of a Mailing Date and 

providing notice and mailing of the Meeting Materials to Noteholders and Ordinary 

Affected Creditors. 

83. The original outside date for the Mailing Date was September 20, 2012 provided that 

such date could be extended by the Monitor with the consent of the Company and the 

TCNs. In accordance with the Meeting Order, the outside date for the Mailing Date was 

extended a number of times with the consent of the Company and the ICNs. The Mailing 

Date was ultimately set as October 24, 2012. 

84. The Monitor, in consultation with the Company and the JCNs, also detem1ined that the 

originally proposed process for the mailing of the Noteholder Meetjng Materials was not 

the most efficient process for mailing. In that regard, on October 24, 2012, the Monitor 

sought and obtained an Order (the "Revised NotehoJder Mailing Process Order") 

29 Capitalized terms used in this section and not othe1wise defined 1Iave the meaning given to them in the Meeting 
Order. 
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providing tor the approval of a revised noteholder mailing process as set out in its 

Eleventh Report dated October 24, 2012 (the "Eleventh Report"). 

85. In accordance with the Meeting Order and the Revised Noteholder Mailing Process 

Order, the Notice of the Creditors' Meeting was provided as follows: 

(a) An electronic copy of the Notice to Aftected Creditors, the Plan and the 

Information Circular (in the form provided by the Company as at the date of the 

Meeting Order) were posted on the Monitor's website on September 5, 2012; 

(b) The Ordinary Mfected Creditor Meeting Materials were delivered by courier or 

email to each of the Ordinary Affected Creditors with a Voting Claim and/or an 

Unresolved Claim on October 24, 2012; 

(c) The Ordinary Affected Creditor Meeting Materials were also delivered by email 

to the service list in the CCAA Proceedings on October 24, 2012; 

(d) The Noteholder Meeting Materials were delivered by courier or email to the 

Trustees (as defined in the Plan) and DTC on October 24, 2012; and 

(e) The Noteholder Meeting Materials were delivered to Registered Noteholders via 

Globic Advisors ("Globic") on October 24, 2012 and as described further in the 

Eleventh Report.30 

86. On November 21,2012, the Plan Supplement and the Voting Procedures (defined below) 

were distributed as follows: 

(a) An electronic copy of the Plan Supplement and the Voting Procedures were 

posted on the Monitor's website on November 21, 2012; 

(b) The Plan Supplement and the Voting Procedures were delivered by email to each 

of the Ordinary Affected Creditors with a Voting Claim and/or an Unresolved 

Claim onNovember21, 2012; 

30 See Appendix 0 for a copy ofGlobic's Mailing CeJtilicate (Mailing Materials). 

90 2 



- 38-

(c) The Plan Supplement and the Voting Procedures were also delivered by email to 

the service list in the CCAA Proceedings on November 21, 2012; 

(d) The Plan Supplement and the Voting Procedures were delivered by email to the 

Trustees and DTC on November 21, 2012; and 

(e) The Plan Supplement and the Voting Procedures were delivered to Registered 

Noteholders via Globic on November 21 , 2012. 31 

87. To the extent there are any amendments, restatements, modi'fications and/or supplements 

to the Plan Supplement, subject to the terms of the Plan: 

(a) The Monitor, the Company or the Chair shall communicate the details of any such 

amendments, restatements, modifications and/or supplements to Affected 

Creditors present at the Meeting prior to any vote being taken; 

(b) 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. 

MEETING OF THE AFFECTED CREDITORS CLASS32 

Meeting Date 

88. The Meeting has been scheduled for November 29, 2012 at the offices of Bennett Jones 

LLP. In the event that the Court of Appeal decision is not released prior to November 29, 

2012, the Meeting will be adjourned in accordance with the djrection of the Court of 

Appeal. 

31 See Appendix 'P for a copy ofGiobic's Mailing Certificate (Plan Supplement and Voting Procedures). 
32 Capitalized terms used in this section and not otherwise defined have the meaning given tu them in the Plan or 
Meeting Order, a~ applicable. 
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Voting of Claims 

89. The determination as to which Persons will have Voting Claims and/or Uruesolved 

Claims to vote at the Meeting has been determined with regard to the provisions of the 

Meeting Order and the classification and treatment of Persons under the Plan. 

90. Pursuant to paragraph 39 of the Meeting Order, the only Persons entitled to vote at the 

Meeting are: 

(a) Beneficial Noteholders with Voting Claims that have beneficial ownership of one 

or more Notes as at the Voting Record Datc;33 and 

(b) Ordinary Affected Creditors with Voting Claims as at the Voting Record Date. 

91. The Meeting Order also provides that: 

(a) any Affected Creditor with an Unresolved Claim (including Defence Costs 

Claims) as at the Voting Record Date is entitled to attend the Meeting and shall be 

entitled to one vote at the Meeting in respect of such Uruesolved Claim. Votes 

cast in respect of Unresolved Claims will be recorded separately by the Monitor 

and the Monitor will provide a report on the votes cast in respect of Unresolved 

Claims at the Sanction Hearing; and 

(b) each of the Third Party Defendants will be entitled to one 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 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.34 

92. Pursuant to paragraph 54 of the Meeting Order, the following Persons are not entitled to 

vote at the Meeting: 

33 The Voting Record Date is August 31, 2012. 
34 As set out in the Plan Supplement the Indemnified Noteholder Class Action Limit is $150 million. 
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(a) Unaffected Creditors; 

(b) N oteholder CJ ass Action Claimants; 

(c) Equity Claimants; 

(d) Any Person with a D&O Claim; 

(e) Any Person with a D&O Indemnity Claim (other than a D&O Indemnity Claim in 

respect of Defence Costs Claims or in respect of Class Action Indemnity Claims 

related to Indemnified Noteholder Class Action Claims; 

{f) Any Person with a Subsidiary Intercompany Claim; and 

(g) Any other Person asserting Claims against the Company whose Claims do not 

constitute Affected Creditor Claims on the Voting Record Date. 

93. As set out above, the Plan further provides that the Claims of the Third Party Defendants 

other than Class Action Indemnity Claims related to Jndemnified Noteholder Class 

Action Claims and Defence Costs Claims, are Equity Claims. 

94. On November 21, 2012 , the Monitor issued a notice of voting procedures (the "Voting 

Procedurcs"/5 setting out the guidelines for tabulating and recording votes of Voting 

Claims and Unresolved Claims at the Meeting. A swrunary of the Voting Procedures is 

as follows: 

(a) Pursuant to paragraph 39 of the Meeting Order, persons entitled to vote at the 

Meeting (whether in person or by proxy) are as follows: 

(i) Beneficial Noteholders with Voting Claims as at the Voting Record Date; 

and 

(ii) Ordinary Affected Creditors with Voting Claims as at the Voting Record 

Date. 

(b) Pursuant to paragraph 54 of the Meeting Order, persons not entitled to vote at the 

3s See Appendix N for a copy of the Voting Procedure:;. 
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Meeting include: 

(i) Unaffected Creditors; 

(ii) Noteholder Class Action Claimants; 

(iii) Equity Claimants; 

(iv) Any Person with a D&O Claim; 

(v) Any Person with a D&O Indemnity Claim (other than a D&O Indemnity 

Claim in respect of Defence Costs Claims or in respect of Indemnified 

Noteholder Class Action Claims); 

(vi) Any Person with a Subsidiary Intercompany Claim; and 

(vii) Any other Person asserting Claims against the Company whose Claims do 

not constitute Affected Creditor Claims on the Voting Record Date. 

(c) Unless specificaJJy provided for in the Plan and/or the Meeting Order, place 

holder Claims will not be entitled to a vote. 

(d) Third Party Defendants with Class Action Indemnity Claims in respect of 

Indemnified Noteholder Class Action Claims will be entitled to vote such Claims 

in accordance with paragraph 51 of the Meeting Order and votes cast in respect of 

such Claims will be recorded and reported on in accordance with paragraph 51 of 

the Meeting Order. The aggregate value of all such Class Action Indemnity 

Claims will, for voting purposes, be limited to the amount of the Indenmified 

Noteholder Class Action Limit. 

(e) Persons with Defence Costs Claims will be entitled to vote such Defence Costs 

Claims to the extent that such Claim or D&O Indemnity Claim, as the case may 

be, set out a specified amount of defence costs incurred ltp to the Claims Bar 

Date, and votes cast in respect of such Defence Costs Claims will be recorded and 

reported on as Unresolved Claims in accordance with paragraph 53 of the 

Meeting Order. 

(f) For greater certainty, the Claims of the Third Party Defendants will be treated in 

accordance with section 4. 7 of the Plan, as follows: 
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(i) Clas:; Action Indemnity Claims in respect of Indemnified Noteholder 

Class Action Claims will be entitled to vote as set out above; 

(ii) Defence Costs Claims will be entitled to vote as set out above; and 

(iii) the balance of the Third Party Defendants' Claims are Equity Claims and 

not entitled to vote. 

95. As such, the Third Party Defendants will be pennittcd to vote their Defence Costs Claims 

and Indemnified Noteholder Class Action Claims as contemplated by the Meeting Order. 

The result of those votes will be recorded by the Monitor and reported on at the Sanction 

Hearing. The balance of the Third Party Defendants ' Claims are classified as Equity 

Claims and therefore not entitled to vote. 

96. To the extent that Persons believe that the classification and tabulation of their votes has 

been incorrectly or unfairly tabulated by the Monitor, such Persons are entitled to appear 

and make such objections at the Sanction Hearing. 

SANCTION OF THE PLAN36 

97. To the extent that the Plan is approved by the Required Majority at the Meeting, the 

Company intends to seek an Order (the "Sanction Order")37 sanctioning of the Plan at a 

motion scheduled for December 7 and 10, 2012 (the "Sanct)on Hearing"). The 

following sections set out the Monitor's analysis on the Plan and the basis for its 

recommendation that the Plan be approved by creditors and sanctioned by the Court. 

Alternatives to the Plan 

98. In arriving at its recommendation, the Monitor has considered the possible alternatives to 

the Plan. 

99. The RSA was negotiated to provide a restructuring solution acceptable to the Company 

and the ICNs. Further support was then solicited and approximately 72% (with more 

than 66.67% of the principal amount of each of the four (4) series of Notes) of the 

)
6 Capitalized tcJm:; ·used in this set:tion and not otherwise defined have the meaning given to them in the Plan. 

37 See Exhibit G to the Plan Supplement (Appendix E to this Thirteenth Report) for a drall Sanction Order. 
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Noteholdcrs (including the ICNs) provided their support through the execution of joinder 

agreements. However, alternatives to the restructuring transaction contemplated by the 

RSA were explored. Specifically, a court-approved sale process was undertaken to 

detennine whether the Sino-Forest business could be sold. The baseline Qualified 

Consideration was less than the full amount of the principal outstanding amount of the 

Notes. As set out above, no interested party provided a letter of intent indicating such 

interest. 

100. The Monitor believes that the canvassing of the market during the Sale Process was 

thorough. The Company has now been in the CCAA Proceedings for almost eight (8) 

months and no other viable alternatives have been proposed by any interested party 

willing to participate in the CCAA process. At the same time, the Sino-Forest Business 

in the PRC is effectively frozen and the Company continues to burn through its remaining 

cash and carmot afford to continue with this process for much longer. 

101. Given the failure of the Sale Process and the lack of other viable alternative proposals, 

the Monitor has concluded that, other than the Plan, the only possible alternative for the 

Company is liquidation (discussed in the next section). 

Liquidation or Bankruptcy 

102. The core of the issues facing the Company and Sino-Forest relate to the existence, 

ownership and value of the Sino-Forest assets (primarily standing timber located in the 

PRC). The MW Report called these items into question as have the Class Actions and 

the investigation by the OSC. Significant time and resources have been spent 

investigating these issues. 

103. The Company itself is a holding company with little or no assets other than cash on hand 

and its interests in its direct and indirect subsidiaries. Any bankruptcy or liquidation of 

assets would have to take place under the laws of the jurisdiction of the Sino-Forest 

Subsidiaries and/or the location of the assets (i.e. such as the BVl, Hong Kong and the 

'PRC). 
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I 04. Although the Monitor is not an expert in the liquidation of BVI, HK or PRC entities, the 

Monitor has previously disclosed various issues regarding the Sino-Forest Business and 

t11c Sino-Forest Subsidiaries in the Sixth Report and the Tenth Report and it is apparent 

that the issues in a liquidation of Sino-Forest would include, among others: 

(a) The collectability of receivables; 

(b) Difficulties in accessing standing timber absent cooperation from suppliers; 

(c) Difficulties in establishing title to standing timber where intermediaries have 

deregistered or arc uncooperative; 

(d) Difficulty in dealing with the claims against the Sino-Forest Subsidiaries which 

have been identified in the Claims Process; and 

(e) Legal difficulties in exporting cash out of the PRC. 

105. In the event of a liquidation or bankruptcy of the Sino-Forest Subsidiaries, it is unlikely 

that any value would be realized by the Company on account of its equity interest in the 

Sino-Forest Subsidiaries. 

The Scope of Releases 

106. As set out above, section 7.1 of the Plan contemplates a number of specific plan releases. 

The Monitor has reviewed the releases and believes that they are fair and reasonable in 

t11e circumstances. Specifically, the Monitor notes the following: 

(a) Claims, and D&O Indemnity Claims against the Company are released, which is 

standard for a CCAA plan; 

(b) The Claims of the Noteholders and the Third Party Defendants against the Sino­

Forest Subsidiaries arc released (the "Subsidiary Releases"); 

(c) Unaffected cJaims and claims which cannot be compromised pursuant to the 

CCAA are not compromised or released under the Plan; 
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(d) Class Action Indemnity Claims in respect of Indemnified Noteholder Class 

Action Claims against the Company are released beyond the Noteholder Class 

Action Limit, however, the liability of the Third Party Defendants for any such 

Indemnified Noteholder Class Action Claims is also limited to a maximum 

amount of the Noteholder Class Action Limit; 

(e) Except as set out below, D&O Claims are released against only the Named 

Directors and Officers (as set out in the Plan); 

(f) D&O Claims against any other Directors and Officers (other than the Named 

Directors and Officers) are not released; 

(g) D&O Claims which cannot be released pursuant to section 5.1(2) of the CCAA 

(i.e. Section 5.1 (2) D&O Claims) are not released against any Directors and 

Officers (although recovery against Named Directors and Officers is limited to 

insurance proceeds); 

(h) Conspiracy Claims are not released against any Directors and Officers (although 

recovery against Named Directors and Officers is limited to insurance proceeds); 

and 

(i) Non-monetary claims of the OSC are not released. 

107. .In addition to the foregoing, Class Action Claims and Claims of the Third Party 

Defendants against the Sino-forest Subsidiaries are compromised and released pursuant 

to the Plan. 

108. The Monitor has reviewed and discussed the proposed releases with the Company at 

length and believes them to be fair and reasonable in the circumstances. In coming to 

this conclusion the Monitor has taken many factors into account including: 

(a) The standard for releases relating to CCAA debtors and profes::;ionals in CCAA 

plans generally; 

F T 
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(b) The impact of the Equity Claims Decision on the Claims and D&O Indemnity 

Claims; 

(c) The non-opposition of the Plaintiffs to the Plan, including the treatment of their 

Claims, D&O Claims, the amount of the Indemnified Noteholder Class Action 

Limit and the releases; 

(d) The benefit of the imposition of the Indemnified Noteholder Class Action Limit to 

the Third Party Defendants inasmuch as it is effectively a partial release for the 

Indemnified Noteholder Class Action Claims; 

(e) The fact that the releases related to D&O Claims do not purport to provide 

releases which are prohibited by the CCAA; 

(f) The fact that the releases related to D&O Claims extend only to Named Directors 

and Officers; 

{g) The Subsidiary Releases are necessary in order to achieve the goal of allowing the 

Sino-Forest Business to continue free of the cloud of uncertainty caused by the 

litigation claims and is required by the ICNs as a condition to the Plan. Further, 

the assets of the Sino-Forest Subsidiaries are effectively being contributed to the 

assets available for transfer to Newco to satisfy their obligations under the 

guarantees of the Notes - this will benefit not only the Noteholders but also any 

other creditor who i.s ultimately detennined to have a pari passu claim against the 

Company; and 

(h) The impact of liquidation if the Plan is not approved. 

Statutory Compliance of the Plan 

109. The Monitor is not aware of any Claims that are being compromised under the Plan 

which are prohjbitcd from being compromised pursuant to the CCAA. 

T 
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RECOMMENDATION AND CONCLUSIONS 

110. The Monitor's Twelfth Report dated November 16, 2012 attaches the Company's 

proposed cash flow forecast (the "November 3 Forecast") for its stay extension request 

to February 1, 2013. The November 3 Forecast projects that the Company will have 

sufficient funds to the proposed stay extension date. However, as set out above and is 

further evidenced by the November 3 Forecast, the Company continues to bum cash and 

cannot afford to remain in a CCAA process for much longer. 

111 . At this time, the only alternative to liquidation is the Plan. The Plan js acceptable to the 

TCNs (and those Notel1olders that signed joinder agreements) who, in total, consist of the 

vast majority of the Company's funded debt. The Plan further provides actual and 

tangible benefits to the Third Party Defendants (such as the imposition of the Indemnified 

Noteholder Class Action Limit) and the Plaintiffs have indicated the Plan is acceptable to 

them. All of these factors and those set out in the above sections inform the Monitor's 

conclusion that the Plan provides the best viable alternative to the Company's creditors. 

112. Accordingly, the Monitor respectfully recommends that this Honourable Court grant the 

Company's request for sanction of the Plan. 
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Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

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

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

SUPPLEMENTAL REPORT TO THE 
THIRTEENTH REPORT TO THE COURT 

SUBMITTED BY Ffl CONSULTING CANADA INC., 
IN ITS CAPACITY AS MONITOR 

1. The purpose of this Supplemental Report to the Thilteenth Report (the "Supplemental 

Report") is to supplement the Thirteenth Report of the Monitor dated November 22, 

2012 (the "Thirteenth Report") by: 

(a) Reporting on amendments to the Plan since the October 19 Plan (defined below) 

that was described in the Thirteenth Report; 

(b) to report on the results of the Meeting (defined below); and 

(c) to provide the Monitor's recommendation that the Court approve the Plan. 

2. Capitalized terms used herein and not otherwise defined have the meaning given to them 

in the Plan and, if not defined in the Plan, the Thjrteenth Report. Paragraphs 5 and 6 of 

the Thirteenth Report are incorporated herein by reference. 

3. The following appendices have been attached to this Supplemental Report: 

(a) Appendix A - The Plan of Compromise and Reorganization dated December 3, 

2012 (the "Plan") 

F T 
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(b) Appendix B - Blackline of the October 19 Plan to the Plan 

(c) Appendix C - Blackline of the November 28 Plan to the Plan 

(d) Appendix D- Copy of the Company's press releac;es dated November 28, 2012, 

November 30, 2012 and December 3, 2012 

(e) Appendix E- Copy of the Emails to the Service List dated November 28, 2012, 

November 30, 2012 and December 3, 2012 

(f) Appendix F - Voting Procedures 

(g) Appendix G- Fonn of Resolution 

(h) Appendix H- Copy of the Minutes of the Meeting including Scrutineer's Report 

(i) Appendix 1- OSC Notice of Hearing and Statement of Allegations against EY 

(j) Appendix J - Letter from Wardle Daley Bernstein re Claim of David Horsley 

dated November 29, 2012 and responding letter of Bennett Jones LLP dated 

November 30,2012 

(k) Appendix K - Proof of Claim (excluding Tab 1 and 2) of David Horsley for 

vacation pay, termination and severance dated November 1, 2012 

(I) Appendix L ~Letter from Davis LLP re Kai Kit Poon dated November 28, 2012 

and responding letter of Gowling Lafleur Henderson LLP dated November 29, 

2012 

AMENDMENTS TO THE PLAN 

Changes to the Plan (Non- Third Party Defendants} 

4. As result of numerous negotiations which have occurred since the October 19 Plan was 

filed, a number of changes to the Plan have been agreed upon. Certain of those changes 

relate specifically to certain Third Party Defendants and those changes are summarized in 
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the next section below. A summary of certain of the other changes contained in the Plan 

is as follows: 

(a) Reserves (which arc also discussed in more detail below): 

(i) the amount of the Administration Charge Reserve will be $500,000 or 

such other amount as may be agreed to by the Monitor and the ICNs; 

(ii) there will be no Directors' Charge Reserve nor will there be any amount in 

the Unresolved Claims Reserve set aside for OSC claims against Directors 

and Officers; 

(iii) the Unresolved Claims Reserve will now consist of Plan consideration 

sufficient to make potential distributions under the Plan in respect of the 

following in the event that they become Proven Claims: (a) indemnity 

claims of Third Party Defendants for Indemnified Noteholder Class 

Action Claims up to the Indemnified Noteholder Class Action Limit; (b) 

Defence Costs Claims of up to $12 million1 or such other amount as may 

be agreed by the Monitor and the JCNs; and (c) other unresolved Affected 

Creditor Claims of up to $500,000 or such other amount as may be agreed 

by the Monitor and the ICNs; 

(iv) the Monitor's Post·hnplementation Charge Reserve wiJl be $5 million or 

such other amount as may be agreed to by the Monitor and the ICNs; and 

(v) The Unaffected Claims Reserve will be $1.5 million or such other amount 

as may be agreed to by the Monitor, the Company and the lCNs. 

(b) Matters relating to the Litigation Trust: 

(i) the amount of the Litigation Funding Amount is $1 million; and 

1 Please sec the section below entitled "Additional Information Relating to the Reserves" for the Monitor's report on 
the adjustment to the calculation of the Defence Costs Claims Limit (defined below). 

916 



(ii) at any date prior to the Plan Implementation Date, the Company and the 

ICNs may agree to exclude one or more claims, actions or causes of action 

from the Litigation Trust Claims that would otherwise be assigned to the 

Lit1gation Trust on Plan Implementation ("Excluded Litigation Trust 

Claims"). 
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(c) Certain provisions relating to the creation of "Newco 11" in connection with the 

implementation of the restructuring transaction have been incorporated 

throughout the Amended Plan. Newco II will be a wholly-owned subsidiary of 

Newco to which Newco will transfer the SFC Assets on the Plan Implementation 

Date. Following implementation of the Plan, Newco II will own the SFC Assets. 

(d) Unaffected Claims no longer includes Claims for termination pay or severance 

pay payable by the Company to any Person who ceased to be an employee, 

director or officer of the Company prior to the date of the Plan. Any claims in 

this regard will now be treated as Unresolved Claims. 

(e) Persons with Unresolved Claims shall have standing in any proceeding in respect 

of the determination or status of any Urrresolved Claims and Goodmans LLP shall 

have standing in any such proceeding on behalf of the ICNs. 

(f) The due diligence condition precedent in favour of the ICNs now extends to the 

Plan Implementation Date with respect to any new material information or events 

arising or discovered on or after the date of the Sanction Hearing provided that 

any "new material information or events" does not include any information or 

events disclosed prior to the date of the Sanction Hearing in a press release or 

affidavit of the Company or a report of the Monitor that has been filed with the 

Court. 

(g) Within three (3) business days of the Plan Implementation Date, a foreign 

representative of the Company will commence a proceeding in the United States 

for the purpose of seeking recognition of the Plan and the Sanction Order and 

shall use its reasonable best efforts to obtain such recognition. 
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Changes to the Plan (Third Party Defendants) 

5. In addition to the foregoing changes, the Plan was also amended to incorporate changes 

that relate specifically to the Underwriters and Ernst & Young as well as additional 

changes to provide a mechanism for a Plan release in the event that the Underwriters and 

BDO enter into settlements with the Class-Action Plaintiffs or the Litigation Trustee (on 

behalf of the Litigation Trust), all of which is discussed below. 

6. Changes relating to the Underwriters: 

(a) Claims of the Underwriters against the Company for indemnification in respect of 

any Noteholder Class Action Claims (other than claims against them for fraud or 

criminal conduct) shall, for the purposes of the Plan, be deemed to be valid and 

enforceable Class Action Indemnity Claims against the Company. 

(b) The Underwriters shall not be entitled to any distributions under the Plan. 

(c) All Causes of Action against the Underwriters by the Company or the Trustees 

are deemed to be Excluded Litigation Trust Claims. 

(d) Any portion or amount of liability of the Underwriters for the Noteholder Class 

Action Claims (other than such claims for fraud or criminal conduct) that exceeds 

the Indemnified Noteholder Class Action Limit is released under the Plan. 

(e) The Underwriters are Named Third Party Defendants (as discussed and defined 

below). 

7. Changes relating to Ernst & Young (as defined in the Plan): 

(a) Any and all indemnification rights and entitlements of Emst & Young and any 

indemnification agreement between Ernst & Young and the Company shall be 

deemed to be valid and enforceable in accordance with their tem1s for the 

purposes of determining whether the Claims of Ernst & Young for 
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indemnification in respect of the Noteholder Class Action Claims arc valid and 

enforceable within the meaning of section 4.4(b) the Plan? 

(b) Ernst & Young shall not be entitled to any distributions under the Plan. 

(c) The Sanction Order shall contain a stay against Ernst & Young between the Plan 

Implementation Date and the earlier of the Ernst & Young Settlement Date (as 

defined in the Plan) or such other date as may be ordered by the Court on a 

motion to the Court. 

(d) In addition to the foregoing, Ernst & Young has now entered into a settlement 

with the Ontario Plaintiffs and the Quebec Plaintiffs, which is still subject to 

several conditions and approval of the Ernst & Young Settlement itself, does not 

form part of the Sanction Order. Section 11.1 of the Plan contains provisions that 

provide a framework pursuant to which a release of the Ernst & Young Claims3 

under the Plan would happen if several conditions were met. That release will 

only be granted if ail conditions are met including further Court approval. A 

summary of those terms is as follows: 

(i) Notwithstanding anything to the contrary in the Plan, subject to (A) the 

granting of the Sanction Order; (B) the issuance of the Settlement Trust 

Order (as may be modified in a manner satisfactory to the partjes to the 

Ernst & Young Settlement and the Company (if occurring on or prior to 

the Plan Implementation Date), the Monitor and the 1CNs, as applicable, 

to the extent, if any, that such modifications affect the Company, the 

Monitor or the ICNs, each acting reasonably); (C) the granting of an Order 

under Chapter 15 of the United States Bankruptcy Code recognizing and 

enforcing the Sanction Order and the Settlemenl Tmst Order in the United 

States; (D) any other order necessary to give effect to the Ernst & Young 

2 Section 4.4(b) of the Plan, among other things, establishes the Tndemnified Noteholder Class Action Limit. 
3 "Ernst & Young Claims" has the definition given to it in the Plan and does not include any proceedings or 
remedies that may be taken against Emst & Young by the Ontmio Securities Commission or by s taff of the Ontario 
Securities Commission and the jurisdiction of the Ontario Securities Conunission is expressly preserved. 
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Settlement (the orders referenced in (C) and (D) being collectively tbe 

"Ernst & Young Orders"); (E) the fulfillment of all conditions precedent 

in the Ernst & Young Settlement and the fulfillment by the Ontario Class 

Action PJajntiffs of all of their obligations thereunder; and (F) the 

Sanction Order, the Settlement Tmst Order and all Ernst & Young Orders 

being final orders and not subject to further appeal or challenge, Ernst & 

Young shall pay the settlement amount as provided in the Ernst & Young 

Settlement to the trust established pursuant to the Settlement Trust Order 

(the "Settlement Trust''); 

(ii) Upon receipt of a certificate from Ernst & Young confirming it has paid 

the settlement amount to the Settlement Trust in accordance with the Ernst 

& Young Settlement and the trustee of the Settlement Trust confirming 

receipt of such settlement amount, the Monitor shall deliver to Ernst & 

Young the Monitor's Ernst & Young Settlement Certificate. The Monitor 

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

with the Court; 

(iii) Notwithstanding anything to the contrary in the Plan, upon receipt by the 

Settlement Trust of the settlement amount in accordance with the Ernst & 

Young Settlement: (A) all Ernst & Young Claims shall be fully, finally, 

irrevocably and forever compromised, released, discharged, cancelled, 

barred and deemed satisfied and extinguished as against Ernst & Young; 

(B) section 7.3 ofthe Plan shall apply to Ernst & Young and the Ernst & 

Young Claims mutatis mutandis on the Ernst & Young Settlement Date; 

and (C) none of the plaintifls in the Class Actions shall be permitted to 

claim from any of the other Third Party Defendants that portion of any 

damages that corresponds to the liability of Ernst & Young, proven at trial 

or otherwise, that is the subject ofthe Ernst & Young Settlement; and 

(iv) In the event that the Ernst & Young Settlement is not compktt!d m 

accordance with its terms, the Ernst & Young Release will not become 
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effective (and any claims against Ernst & Young will be assigned to the 

Litigation Trust). 

8. Changes relating to Named Third Party Defendants: 

(a) The Plan now provides a mechanism that would provide the framework for any 

Eligible Third Party Defendants 4 to become a "N amcd Third Party Defendant" 

with the consent of such Third Party Defendant, the Monitor, the ICNs, counsel to 

the Ontario Plaintiffs and, if occurring prior to the Plan Implementation Date, the 

Company. As set out above, the Underwriters have become Named Third Party 

Defendants pursuant to the Plan. 

(b) The deadline for an Eligible Third Party Defendant to become a Named Third 

Party Defendant is 1 Oam on December 6, 2012 or such later date as may be 

consented to by the Monitor, the Company (if on or prior to the Plan 

Implementation Date) and the ICNs. As set out above, the Underwriters have 

become Named Third Party Defendants. 

(c) Any Named Third Party Defendants will not be entitled to any distributions under 

the Plan. 

(d) If an Eligible Third Party Defendant becomes a Named Third Party Defendant, 

then any indenmification rights and entitlements of such party and any indemnity 

agreements between such party and by the Company shalJ be deemed valid and 

enforceable in accordance with their terms for the purpose of detennining whether 

the Claims of that Named Thjrd Party Defendant for indemnification in respect of 

the Notcholder Class Action Claims are valid and enforceable within the meaning 

of section 4. 4(b) the Plan. 

4 The Eligible Third Party Defendants are the Underwriters, BDO and, if the Ernst & Young Selt!ement is not 
completed, Ernst & Young. 
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(e) The Plan now provides the framework pursuant to which a Named Third Party 

Defendant Settlement would be approved and such Named Third Party Defendant 

would obtain a release under the Plan as follows: 

(i) Notwithstanding anything to the contrary in the Plan, subject to: (A) the 

granting of the Sanction Order; (B) the granting of the applicable Named 

Third Party Defendant Settlement Order; and (C) 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; 

(ii) 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 aU 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 Monitor's Named Third Party Defendant Settlement 

Certificate stating that (A) each of the parties to such Named Third Party 

Defendant Settlement has confirmed that all conditions precedent thereto 

have been satisfied or waived; (B) any settlement funds have been paid 

and received; and (C) immediately upon the delivery of the Monitor's 

Named Third Party 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; and 

(iii) Notwithstanding anything to the contrary in the Plan, 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 Settlement Order and the Named Third Party Defendant 

Release. To the extent provided for by the terms of the applicable Named 

92.2 
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Third Party Defendant Release: (A) the applicable Causes of Action 

against the applicable Named Third Party Defendant shall be fully, finally, 

itTevocably and forever compromised, released, discharged, cancelled, 

barred and deemed satisfied and extinguished as against the applicable 

Named Third Party Defendant; and (B) section 7.3 of the Plan shall apply 

to the applicable Named Third Party Defendant and the applicable Causes 

of Action against the applicable Named Third Party Defendant mutatis 

mutandis on the effective date of the Named Third Party Defendant 

Settlement. 

Other Changes that Relate to the Third Party Defendants 

9. Indemnified Noteholder Class Action Limit: 

(a) It has been clarified that in the event that a Third Party Defendant is found to be 

liable for or agrees to a settlement in respect of Noteholder Class Action Claims 

(other than for fraud or criminal conduct), and such amounts are paid by the Third 

Party Defendm1t, then the amount of the Indemnified Noteholder Class Action 

Limit applicable to the remaining Third Party Defendants shall be reduced by the 

amount of such judgement or settlement. 5 

l 0. Document Preservation. 

(a) Prior to Plan Implementation, the Company shal1:6 

(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 LCNs, counsel to 

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

Underwriters and counsel to any other Eligible Third Party Defendant if 

s Section 4.4(b)(iii) 
6 Section 8.2(x) 
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they become a Named Third Party Defendants to provide the parties to the 

Class Actions with access thereto, subject to customary commercial 

confidentiality, privilege or other applicable rcstrjctions, 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). 

ADDITIONAL INFORMATION RELATING TO THE RESERVES 

The Cash Reserves 

11. Information relating to the purpose of the Administration Charge, the Unaffected Claims 

Reserve and the Monitor's Post-hnplementation Reserve was contained in the Thirteenth 

Report. The Plan now provides for the amounts of these Reserves as follows: 

(a) Administration Charge Reserve ($500,000). The Plan now provides for the 

payment of the final invoices of the beneficiaries of the Administration Charge 

Reserve as a condition to the implementation of the Plan. The amount of 

$500,000 has been allocated to the Administration Charge Rese1ve as a safeguard 

in the event that there are miscellaneous amounts which are inadvertently missed 

upon the final payments prior to Plan implementation. 

(b) Monitor's Post-Implementation Reserve ($5,000,000). The Monitor's Post­

Implementation Reserve is intended to capture costs in administering the SFC 

estate and the Claims Process post-implementa6on. 

(c) The Unaffected Claims Reserve ($1,500,000). Pursuant to the Plan, the following 

categories of Claims are Unaffected Claims under the Plan: (i) Claims secured by 

the Administration Charge; (ii) Government Priority Claims; (iii) Employee 

F T 
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Priority Claim; (iv) Lien Claims; (iv) any other Claims of any employee, fmmer 

employee, Director or Officer of SFC )n respect of wages, vacation pay, bonuses, 

tem1ination 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; (v) Trustee Claims; and (vi) any trade payables that were incuJTed by SFC 

(A) after the Filing Date but before the Plan Implementation Date; and (B) in 

compliance with the Initial Order or other Order issued in the CCAA Proceeding. 

The Monitor and the Company have reviewed the categories of Unaffected 

Claims (other than those that are covered by the Administration Charge Reserve) 

taking into consideratjon the Company's incurred expenses post-filing, Lien 

Claims which may be asserted by parties with personal property security 

registrations, the fact that the Trustees are expected to be paid prior to Plan 

Implementation (see section 9.l(ee) of the Plan) and the maximum estimated 

employee related Claims for employees who did not cease to be an employee 

prior to the date of the Plan. Based on the foregoing, the Monitor and the 

Company estimate that any such Claims would not exceed $1.5 million in the 

aggregate. 

The Unresolved Claims Reserve 

12. The Unresolved Claims Reserve now accounts for three categories ofUnresolved Claims: 

(a) Class Action Indemnity Claims by the Third Party Defendants in respect of 

Indemnified Noteholder Class Action Claims up to $150 million (being tbe 

Indemnified Notebolder Class Action Limit). ln light of the fact thilt the Plan 

provides for a release of any Third Party Defendants for any Indemnified 

Noteholder Class Action Claims beyond the Indemnjfied Notebolder Class Action 

Limit, the total potential maximum liability of the Company for any resulting 

Indemnified Noteholder Class Action Claims is thereby also limited to the 

Indemnified Noteholder Class Action Limit. 

T 
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(b) Defence Costs Claims of up to $12 million (the "Defence Costs Claims Limit"). 

The basis for the calculation of the Defence Costs Claims Limit is discussed in the 

following paragraphs. 

926 

(c) Other Affected Creditor Claims that are Unresolved Claims up to $500,000 which 

represents the amount of Affected Creditor Claims as set out in the proofs of 

claims filed that are Unresolved Claims and not otherwise accounted for in the 

Unresolved Claims Reserve or otherwise provided for in the Plan. 

Basis for Calculating Reserve for Defence Costs Claims 

13. [n accordance with the process established under the Claims Procedure Order, a number 

of claims have been filed by persons who seek indemnification for Defence Costs 

Claims7 (in this capacity, "Cost Claim Defendants"). In light of the recent changes to 

the Plan which release the right of EY or the Underwriters to any distribution under the 

Plan, the amount of the Umesolved Claims Reserve to address Defence Costs Claims bas 

been reduced to $12 million. 

14. As set out above, the Defence Costs Claims Limit has been established as part of the 

Unresolved Claims Reserve for Defence Costs Claims. All remaining Defence Costs 

Claims will be treated as Unresolved Claims until such time as they are disposed of or 

may become Proven Claims for Plan purposes. 

15. The Company has requested the Monitor's views concerning the quantum of the reserve 

for remaining Defence Costs Claims. 

16. Tn considering this issue, the Monitor has taken account of a number of factors, including 

but not limited to the following: 

(a) the amounts claimed as having been actually incuned; 

7 Pursuant to section 4.8 of the Plan, Claims for "Defence Costs" are 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), Notcholder Class Action Claims or any other claims of 
any kind relating to SFC or the Subsidiaries. 
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(b) the specific nature of the claims to which the Cost Claim Defendants arc 

responding; 

(c) the anticipated synergies arising where multiple Cost Claim Defendants in similar 

legal and factual circumstances are represented by the same counsel; 

(d) the experience of counsel to the Monitor in relation to the costs of other class 

proceedings; 

(e) costs previously claimed as having been incun·ed and costs awarded by courts in 

other class proceedings, both on certification motions and following trial; 

(f) the overlap in subject area between the class proceedings and regulatory or other 

proceedings in which the Cost Claim Defendants are involved; and 

(g) the difficulties inherent in estimating costs to be incurred in the future which are 

contingent upon the actions of other parties and the course of complex litigation 

that is currently at an early stage. 

17. Having weighed these factors, it is the Monitor's view that the aggregate amount of $ 12 

million would constitute a reasonable reserve for costs claimed in connection with the 

class proceedings by the Cost Claim Defendants (excluding EY, the Underwriters and the 

Named Directors and Officers who have waived any right to distributions under the 

Plan). 

18. In forming its views concerning the amount to be reserved in connection with the 

Defence Costs Claims, the Monitor has made the following basic assumptions: 

(a) certification will be contested by all defendants, but ultimately granted; 

(b) the Ontario class proceeding will be the only class proceeding to go to trial; and 

(c) except for defendants represented by the same counsel, there will be no general 

cost sharing arrangements between defendants. 

T 
;. 
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19. The establishment of the Unresolved Claims Reserve is not an admission by the 

Company, the Monitor or any other party (including the ICNs) as to the validity of any 

such Claims and all rights to dispute such Claims are reserved. 

THE MEETING 

Meeting Date 

20. On November 28, 2012, the Company issued a press release (Appendix D) announcing it 

had further amended its plan dated October 19, 2012 (the "October 19 Plan") and that, 

to provide creditors with time to review this amended plan (the "November 28 Plan''), 

the Meeting would be postponed to lOam on Friday November 30, 2012. The Company 

also announced the change in location of the meeting to the offices of Gowling Lafleur 

Henderson LLP ("GowJings") at 1 First Canadian Place, 100 King Street West, Suite 

1600, Toronto, Ontario. The Monitor provided notice of these changes to the service list 

and posted the revised plan and the new time for the Meeting on its website (Appendix 

E). 

21. On November 30, 2012, the Company issued a further press release (Appendix D) 

announcing that the Meeting would be postponed to 1 Oam on Monday, December 3, 

2012. The Monitor provided notice of the postponement of the Meeting to the service list 

and posted notice of the new time for the Meeting on its website (Appendix E). 

22. On December 3, 2012, the Company issued a further press release (Appendix D) that it 

had further amended the November 28 Plan with the Plan. The Monitor provided a copy 

of the Plan to the CCAA service list (Appendix E) and the press release stated that the 

Plan would be posted on the Monitor's website but that in the meantime, parties could 

contact the Monitor for a copy of the Plan. 

Summary of Meeting 

23. The Meeting was held at Gowlings office on December 3, 2012, starting shortly after 

lOam. 
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24. In accordance with the Meeting Order, Greg Watson, an officer of FTI Consulting 

Canada Jnc., acted as chair (the "Chair") of the Meeting. Stephen McKersie of 

Gowlings acted as secretary of the Meeting and Jodi Porepa of FTI Consulting Canada 

Inc. acted as scrutineer (the "Scrutineer"). 

25. Quorum for the purposes of the Meeting was one Affected Creditor with a Voting Claim 

present at the Meeting (in person or by proxy). The Scrutineer confirmed that there was 

at least one (1) Affected Creditor with a Voting Claim present at the Meeting (in person 

or by proxy). Accordingly, the Chair declared that the Meeting was properly constituted. 

26. The Chair then provided an overview of the process for providing notice of the Plan and 

dispensed with the reading of the Notice to Affected Creditors (as set out in the Meeting 

Order) asked whether there was any person present with a Voting Claim or Umesolved 

Claim who had not submitted a proxy and who wished to vote at the Meeting. No such 

person responded. 

27. The Chair then provided a brief overview of the CCAA proceedings and summarized the 

amendments to the Plan since the October 19 Plan. Upon conclusion of the summary of 

the Plan, the Chair asked whether anyone who was entitled to speak had any questions 

regarding the Plan. Ken Dekker of Affleck Greene McMurtry LLP, counsel for BDO, 

asked a question regarding the timeframe for further detail surrounding the mechanics 

regarding the implementation of the Plan and the continuation of the Class Actions 

including matters relating to documentary discovery and the impact of the release. 

Derrick Tay of Gowlings, counsel for the Monitor, replied that while discussions may 

take place prior to the Sanction Hearing, it was unlikely that all such issues would be 

resolved prior to the Sanction Hearing. 

28. Upon conclusion of the discussion of the Plan, the Chair reviewed the process for voting 

on the Plan as set out in the Voting Procedures (Appendix F). The Chair then confirmed 

that: (a) the result of the proxy count would be announced after proposal and 

consideration of the motion and that results of both Voting Claims and Unresolved 

Claims would be announced; and (b) the CCAA requires a majority in number and 2/3 in 
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value of the voting class (present at tl1c Meeting in person or by proxy) for approval of 

tl1e Plan. 

29. The Chair then read out the proposed resolution (Appendix G), as follows: 

(a) "The plan of compromise and reorganization (the "CCAA Plan") under the 
Companies' Creditors Arrangement Act (Canada) and the Canada Business 
Corporations Act concerning, affecting and involving Sino-Forest Corporation 
("SFC''), substantially in the.form dated December 3, 2012 (as such CCAA Plan 
may be amended, varied or supplemented by SFC from time to time in accordance 
with its terms) and the transactions contemplated therein be and it is hereby 
accepted, approved, agreed to and authorized; 

(b) Notwithstanding the passing of this resolution by each Affected Creditor Class (as 
defined in the CCAA Plan) or the passing of similar resolutions or approval of the 
Ontario Superior Court of Justice (the "Court''), the board of directors of SFC, 
without further notice to, or approval of, the Affected Creditors (as defined in 
CCAA Plan), subject to the terms of the CCAA Plan, may decide not to proceed 
with the CCAA Plan or may revoke this resolution at any time prior to the CCM 
Plan becoming effective, provided that any such decision after the issuance of a 
sanction order shall require the approval of the Monitor and the Court; and 

(c) Any director or officer of SFC be and is hereby authorized, for and on behalf of 
SFC, to execute and deliver, or cause to be executed and delivered, any and all 
documents and instruments and to take or cause to be taken such other actions as 
he or she may deem necessary or desirable to implement this resolution and the 
matters authorized hereby, including the transactions required by the CCAA Plan, 
such determination to be conclusively evidenced by the execution and delivery of 
such documents or other instruments or taldng qf any such actions. " 

30. Robert Chadwick of Goodrnans LLP, holder of a number of proxies on behalf of 

Noteholders, then proposed the motion. 

31. The Monitor then advised that it had tabulated the proxies indicating votes received tor 

both Voting Claims and Unresolved Claims in connection with the Plan (as amended up 

to December 3, 2012) . The following tables show: 

(a) the number of Voting Claims and their value for and against the Plan (table 1): 

Number of Votes % Value of Votes % 
Total Claims Voting For 250 98.81% $ 1.465.766.204 99.97% 
Total Claims Voting Against 3 1.19% .$ 414,087 0.03% 
Total Claims Voting 253 100.00% $ 1 ,466,!80,291 100.0001., 

930 
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(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 (table 2): 

(c) the number of Defence Costs Claims votes for and against the Plan and their value 

(table 3): 

Numbct' or Votes % Value of Votes % 
Total Claims Votin~ For 12 92.31% $ 8,375,016 96..10"/o 
Total Claims Voting Against 1 7.69% $ 340,000 3.90% 
Total Claims Votln~ J3 100.00% $ 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 if the entire $150 

million of the Indemnified Noteholder Class Action Limit had been voted a "no" 

vote (table 4): 

Numbe1· of Votes O/o Value uf Votes 0/o 

Total Claims Votin~ For 263 98.50% $ 1,474,149,082 90.72% 
Total Claims Voting Against 4 1.50% $ 150,754,087 9.28% 
Total Claims Voting 267 100.00% $ 1,624,903,169 100.00% 

32. A copy of the Minutes of the Meeting including a copy of the scrutineer's report is 

attached as Appendix H. 

33. The motion was carried and Meeting was terminated at approximately I 0:34am. 

ADDITIONAL UPDATES 

OSC Proceedings regarding EY 

34. On December 3, 2012, tbe OSC issued a statement of allegations and notice of hearing 

against EY (Appendix I). The hearing was set for January 7, 2013. 

Appeal of the Equity Decision 
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35. On November 28, 2012, the Underwriters provided notice of their intention to seek leave 

of the Supreme Court of Canada to appeal the Ontario Court of Appeal's decision 

dismissing the appeal of the Equity Claims Decision. The Underwriters have now 

advised of their decision to not further pursue leave of the Supreme Court of Canada. 

REMAINING OBJECTIONS TO THE PLAN 

36. The Company and the ICNs have made significant progress in resolving issues relating to 

the Plan such that, neither the Ontario Plaintiffs nor the Quebec Plaintiffs are opposed to 

the Plan; and both Ernst & Young and the Underwriters are supportive of the Plan. As of 

the date of this Report, the Monitor is aware of objections to the Plan from only from 

BDO and one former director and one fanner officer. The Company and the ICNs intend 

to continue to work to see if the objections of BDO can be resolved prior to the Sanction 

Hearing. 

37. As of the date of this Supplemental Report, the former director and former officer 

referred to above have written letters indicating their intention to object to the Plan. For 

the reference of the Court, attached are the following documents: 

(a) Letter from Wardle Daley Bernstein reClaim of David Horsley dated November 

29, 2012 and responding letter of Bellllett Jones LLP dated November 30, 2012 

(Appendix J); 

(b) Proof of Claim (excluding Tab 1 and 2) of David Horsley for vacation pay, 

termination and severance pay dated November 1, 2012 (Appendix K); and 

(c) Letter from Davis LLP re Kai Kit Poon dated November 28, 2012 and responding 

letter of Gowling Lafleur Henderson LLP dated November 29, 2012 (Appendix 

L). 

38. Additionally, the Monitor is aware that an individual, Mr. Lam, who the Monitor 

understands was a purchaser of shares after the release of the MW Report (and therefore 

not part of the Class Actions) has requested changes to the Plan to, among other things, 

expressly preserve his claims against the Third Party Defendants. The Monitor has 

tm F ,,,T 
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Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCJAL LIST) 

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

AND TN THE MA TIER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF 
SINO-FOREST CORPORA TTON 

SECOND SUPPLEMENTAL REPORT TO THE 
THIRTEENTH REPORT TO THE COURT 

SUBMITTED BY FI'I CONSULTING CANADA INC., 
IN ITS CAPACITY AS MONITOR 

1. The purpose of this Second Supplemental Report to the Thirteenth Report (the "Second 

Supplemental Report") is to supplement the Thirteenth Report of the Monitor dated 

November 22, 2012 (the "Thirteenth Report') as supplemented by the Supplemental 

Report to the Thirteenth Report dated December 4, 2012 (the "Supplemental Rcpo.-t") 

by: 

(a) advising that BDO Limited ("BDO") has become a "Named Third Party 

Defendant" in accordance with section 11.2 ofthe Plan; 

(b) attaching the amended plan of compromise and reorganization dated December 3, 

2012 (the "Plan") along with blacklines to the October 19 Plan and version that 

was filed with the Supplemental Report dated December 3, 20 I 2 version of the 

Plan; and 

(c) reporting on the revised amount of the Unresolved Claims Reserve resulting from 

the reduction in the Defence Costs Clajms Limit from $12 mmion to $8 million. 

F' T 
CON~l! r :. ;~;~:; 
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2. Capitalized tenns used herein and not otherwise defined have the meaning given to them 

in the Plan and, if not defined in the Plan, the Thirteenth Report or the Supplemental 

Report. Paragraphs 5 and 6 of the Thirteenth Report are incorporated herein by 

reference. 

THE PLAN 

3. On December 5, 2012, BDO, who was an Eligible Third Party Defendant under the Plan, 

became a Named Third Party Defendant in accordance with section 11.2 ofthe Plan. On 

the same date, counsel to BDO sent an email to the CCAA service list advising that BDO 

is supportive of the Plan. A copy of the email is attached as Appendix A. 

4. Additionally, small amendments to the Plan have been made to: 

(a) state that (in addition to Ernst & Young, BDO and the Underwriters), Directors 

and Officers are "Eligible Third Party Defendants"; 

(b) change the reference to the "Court" to be "court" in the defmitions of Named 

Third Party Defendant Settlement Order and Settlement Trust Order; 

(c) amend Schedule A to include BDO and Ernst & Young (on a contingent basis) as 

each as a Named Third Party Defendant; and 

(d) "clean up" a few non-material sections. 

5. Attached as Appendices B through D are copies of the revised Plan, a blackline to the 

draft that was attached to the Supplemental Report and a blackline to the October 19 

Plan. 

DEFENCE COSTS CLAIMS LlMlT 

6. The Supplemental Report set out the Monitor's analysis with respect to the calculation of 

the Defence Costs Claims Limit, which is a component of the Claims factoring into the 

calculation of the Unresolved Claims Reserve. As a result of BDO becoming a Named 

Third Party Defendant, BDO will no longer be entitled to any distributions under the Plan 

935 
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(see section 7.l(n) of the Plan). As such, the Defence Costs Claims Limit has been 

reduced from $12 million to $8 million. The ICNs have advised that they consent to the 

revised amount. 

7. The amount of the Unresolved Claims Reserve has been reduced accordingly. 

1m [,,, ... ,"T,,r.r,; 
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Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

lN 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 

FOURTEENTH REPORT TO THE COURT 
SUBMITTED BY FTI CONSULTING CANADA INC., 

IN ITS CAPACITY AS MONITOR 

INTRODUCTION 

1. On March 30, 2012, Sino-Forest Corporation (the "Company") filed for and obtained 

protection under the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as 

amended (the "CCAA"). Pursuant to the Order of this Honourable Court dated March 

30, 2012, FTI Consulting Canada Inc. was appointed as the Monitor of the Company (the 

"Monitor") in the CCAA proceedings. Pursuant to an Order of this Court made on 

November 23, 2012, this Court extended the stay period to February 1, 2013. On 

December 10, 2012, the Court granted an Order approving the Company's Plan of 

Compromise and Reorganization dated December 3, 2012 (the "Plan"). 

2. On December 21, 2012, this Court approved an Order (the "EY Settlement Notice 

Ordct·") approving certain notice procedures for the approval of the Ernst & Young 

Settlement (as defined in the Plan). Paragraph 4 of the EY Settlement Notice Order 

provided for the filing of Notices of Objection (as defined in the EY Settlement Notice 

Order) no later than 5pm (Eastern Time) on January 18, 2013 (the "Objection 

Deadline") and directed the Monitor to file copies of such Notjces of Objection in a 

report to the Court. 
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3. The purpose of this Fourteenth Report is to provide copies of the Notices of Objection. 

The Monitor intends to submit a further report to Court on or about January 28, 20 13 

providing its views on the motion for approval of the Ernst & Young Settlement. 

NOTICES OF OBJECTION 

4. As of the date of this report, the Monitor has received 86 Notices of Objection on or prior 

to the Objection Deadline and 7 Notices of Objection subsequent to U1e Objection 

Deadline. The Monitor also received two withdrawals ofNotices of Objection on or prior 

to the Objection Deadline. A summary of total remaining Notices of Objection received 

can be found below: 

Date Notice of Objections Rcceiwd Total# of Notice of Objections Recch·cd 

Received by Objection Deadline 84 

Received post Objection Deadline 7 

Total Notice of Objections Received 91 

5. Attached as Appendix A is a summary of all of the Notices of Objection received by the 

Monitor. Attached as Appendix B-1 through B-93 are copies of the Notices of Objection, 

including those that have been withdrawn. 
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Dated this 22nd day of January, 2013. 

FTI Consulting Canada Inc. 
In its capacity as Monitor of 
Sino-Forest Corporation, and not in its personal capacity 

Greg Watson 
Senior Managing Director 

Jodi Porepa 
Managing Director 
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APPENDIX B- NOTICE OF OBJECTION 
ON OR PRIOR TO THE OBJECTION 

(See Attached) 
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Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

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

AND IN TilE MA ITER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF 
SINO-FOREST CORPORATION 

SUPPLEMENTAL REPORT TO THE 
FOURTEENTH REPORT TO THE COURT 

SUBMITTED BY FTI CONSULTING CANADA INC., 
IN ITS CAPACITY AS MONITOR 

INTRODUCTION 

1. On March 30, 2012, Sjno-Forest Corporation (the "Company") filed for and obtained 

protection under the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as 

amended (the "CCAA"). Pursuant to the Order of this Honourable Court dated March 

30, 2012, FTI Consulting Canada Inc. was appointed as the Monitor of the Company (the 

"Monitor") in the CCAA proceedings. Pursuant to an Order of this Court made on 

November 23, 2012, this Court extended the stay period to February 1, 2013. On 

December 10, 2012, tHe Court granted an Order approving the Company's Plan of 

Compromise and Reorganization dated December 3, 2012 (the "Plan"). 

2. On December 21, 2012, this Court approved an Order (the "EY Settlement Notice 

Order") approving certain notice procedures for the approval of the Ernst & Young 

Settlement (as defined in the Plan). Paragraph 4 of the EY Settlement Notice Order 

provided for the filing of Notices of Objection (as defined in the EY Settlement Notice 

Order) no later than 5pm (Eastern Time) on January 18, 2013 (the "Objection 

DeadJine") and directed the Monitor to file copies of such Notices of Objection in a 

report to the Court. 



3. On January 22, 2013, the Monitor issued its fourteenth report (the " Fourteenth Report") 

attaching the Notices of Objection received to that date. The purpose of this 

Supplemental Report to the Fourteenth Report is to provide an update with respect to 

further Notkes of Objection, correspondence and withdrawals of Notices of Objection 

since the date of the Fourteenth Report. 

4. The Monitor filed the Fourteenth Report and is filing this supplemental report pursuant to 

paragraph 4 of the EY Settlement Notice Order which requires the Monitor to file Notices 

of Objection with the Court. 

NOTICES OF OBJECTION 

5. Since January 22, 2013, the Monitor has received an additional 32 Notices of Objection. 

The Monitor also received 35 further withdrawals of Notices of Objection that may relate 

to Notices of Objection received either before or after the Objection Date. A cumulative 

summary of total remaining Notices of Objection (including those that were previously 

reported on in the Fourteenth Report) net of withdrawals received, can be found below: 

Documents Received by Equity Holders 

Notice of Objections Received by Objection Date 86 
Notice of Objections Received post Objection Date 39 
Total Withdrawals Received (37) 

Total Notice of Objections Received 88 

6. Attached as Appendix A is a summary of all Notices of Objection received by the 

Monitor including those that have been withdrawn. Attached as Appendix B-1 through 

B-32 are copies of the additional 32 Notices of Objection along with those that have been 

withdrawn. 
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Dated this In day of February. 2013. 

rTl Consulting Canada lne. 
In its capacity as Monitor of 
Si -For¢St Corporation. and not in its person4l capaciLy 

Greg Watson 
Senior Managing Director Managing Dlrecior 
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INTRODUCTION 

I. On March 30, 2012 (the "Filing Date"), Sino-Forest Corporation (the "Company" or 

"SFC") filed for and obtained protection under the Companies' Creditors Arrangement 

Act, R.S.C. 1985, c. C-36, as amended (the "CCAA"). Pursuant to the Order of this 

Honourable Cowt dated March 30, 2012 (the "Initial Order"), FTI Consulting Canada 

Inc. was appointed as the Monitor of the Company (the "Monitor") in the CCAA 

proceedings. By Order of this Court dated April 20, 2012, the powers of the Monitor 

were expanded in order to, among other things, provide the Monitor with access to 

information concerning the Company's subsidiaries. 

2. On December 10, 2012, the Court granted an Order (the "Sanction Order") approving 

the Company's Plan of Compromise and Reorganization dated December 3, 2012 (the 

"Plan"). 

3. The following appendices have been attached to this Fifteenth Report: 

(a) Appendix A- the Minutes of Settlement (as defined below); 

(b) Appendix B - the Plan; 

(c) Appendix C - the Monitor's Thirteenth Report dated November 22, 2012 (the 

"Thirteenth Report") (without appendices); 

(d) Appendix D - the Monitor's Supplemental Report to the Thirteenth Report dated 

December 4, 2012 (the "Supplemental Report") (without appendices); 

(e) Appendix E- the Monitor' s Second Supplemental Report to the Thirteenth Report 

dated December 6, 2012 {the "Second Supplemental Report") (without 

appendices); 

(t) Appendix F- the Claims Procedure Order; 

(g) Appendix G - the Mediation Order; 

(h) Appendix H- the Meeting Order; 
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(i) Appendix I - Notice of Appearance of Kim Orr; 

(j) Appendix .T- the Sanction Order; 

(k) Appendix K- Endorsement of Justice Morawetz re Sanction Hearing; 

(1) Appendix L- Notice of Motion re Leave to Appeal the Sanction Order; 

(m) Appendix M- (i) letter from Bennett Jones to Kim Orr dated January 3, 2013; (ii) 

letter from Kim Orr to Bennett Jones dated January 3, 2013; (iii) letter from 

Lenczner Slaght to Kim Orr dated January 3, 2013; 

(n) Appendix N- E&Y Notice Order (as defined below); 

(o) Appendix 0- Company's press release dated January 24, 2013; and 

(p) Appendix P- (i) letter from Gowling Lafleur Henderson dated January 11, 2013 

regarding the addition of Allen Chan and Kai Kit Poon as Named Third Party 

Defendants; (ii) letter from Gowling Lafleur Henderson dated January 21, 2013 

regarding the addition of David Horsley as a Named Third Party Defendant. 

4. The objections received to the Ernst & Young Settlement up to January 21, 2013 have 

been filed separately in the Monitor's fourteenth report dated January 22, 2013 (the 

"Fourteenth Report"). Any subsequent Notices of Objection or other correspondence 

expressing objections have or will be attached in a supplement or supplements to the 

Fourteenth Report. 

5. The proceedings commenced by the Company under the CCAA wiU be referred to herein 

as the "CCAA Proceedings". 

6. The purpose of this Fifteenth Report is to report on certain matters relating to the Ernst & 

Young Settlement. 

7. In preparing this Fifteenth Report, the Monitor has relied upon unaudited financial 

information of Sino-Forest, Sino-Forest's books and records, certain financial 

information prepared by Sino-Forest, the Reports of the Independent Committee of the 
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Company's Board of Directors dated August 10, 2011, November 13, 2011, and January 

31, 2012, and discussions with Sino-Forest's management. The Monitor has not audited, 

reviewed or otherwise attempted to verify the accuracy or completeness of the 

infonnation. In addition, the Monitor notes that on January 10, 2012, the Company 

issued a press release cautioning that the Company's historic fmancial statements and 

related audit reports should not be relied upon. Accordingly, the Monitor expresses no 

opinion or other form of assurance on the information contained in this Fifteenth Report 

or relied on in its preparation. Future oriented financial information reported or relied on 

in preparing this Fifteenth Report is based on management's assumptions regarding 

future events; actual results may vary from forecast and such variations may be material. 

8. Unless otherwise stated, all monetary amounts referred to herein arc expressed in CDN 

Dollars. 

9. The term "Sino-Forest" refers to the global enterprise as a whole but does not include 

references to Greenheat1 (as defined in the Plan). "Sino-Forest Subsidiaries" refers to all 

of the direct and indirect subsidiaries of the Company, but does not include references to 

Greenheart. 

10. Capitalized terms used herein and not otherwise defined have the meaning given to them 

in the Plan, the Thirteenth Report, the Supplemental Report and/or the Second 

Supplemental Report. 1 

1 See Appendices B, C, D and E for copies of the Plan, the Thirteenth Repo11, the Supplemental Report and the 
Second Supplemental Report. 
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BACKGROUND 

Overview f?lthe CCAA Proceedings 

11. The description of the Company's business as well as the background to these 

proceedings has all been set out in previous repotts of the Monitor as well as affidavits 

tiled by the Company in connection with the CCAA Proceedings and is therefore not 

repeated herein. 

12. A brief chronology of certain of the significant events in the CCAA Proceedings to date 

is as follows : 

(a) On March 30, 2012, the Company sought and the Court granted the Initial Order 

the terms of which included a stay of proceedings (the "Stay") against the 

Company, its directors and officers and the Sino-Forest Subsidiaries. The Stay 

has been extended from time to time and is currently extended through to 

February 1, 2013. 

(b) As part of its application for the Initial Order, the Company advised that it had 

entered into the RSA which provided for the terms on which certain Initial 

Consenting Noteholders would consent to a restructuring transaction. 

(c) On the same day, the Court granted the Sale Process Order pursuant to which the 

Company was authorized to conduct a sale process, in part, as a market test of the 

transactions contemplated under the RSA. 

(d) On April20, 2012, the Court granted an Order expanding the Monitor's powers in 

these proceedings. 

(e) On May 8, 2012, on a motion by the Company (the "Third Party Stay Motion"), 

the Comt granted an Order confirming that the Stay extended to the Third Party 

Defendants (as defined below) in the Class Actions. 

Q/5 70-, 
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(t) On May 14, 2012, the Couti granted the Claims Procedure Order which provided 

for the calling of claims against the Company, its directors and of.ficers and the 

Sino-Forest Subsidiaries and established a claims bar date . 

(g) On June 26, 2012 tl1e Company brought a motion relating to a determination on 

"equity claims" and on July 27,201 2, the Court granted the motion and issued the 

Equity Claims Order. An appeal from the Equity Claims Order was dismissed by 

the Ontario Court of Appeal on November 23, 2012. 

(h) On July 25, 2012, the Monitor sought and tl1e Court granted the Mediation Order, 

directing a mediation of the Class Action Claims against the Company and the 

Third Party Defendants. The Mediation took place over the course of September 

4 and 5, 2012. While no settlements were reached during ilie Mediation, 

settlement discussions among parties to the Mediation continued following the 

Mediation. 

(i) On August 31, 2012, the Company sought and the Court granted the Meeting 

Order which provided for the filing of the Plan and the calling of a meeting of 

creditors. 

U) On October 28, 2012, the Ontario Class Action Plaintiffs brought a motion 

seeking a bfting of the stay against Ernst & Young, BDO, the Underwriters, Allen 

Chan and Kai Kit Poon. The motion was not opposed by the Company or the 

Monitor. Jn an endorsement released on November 6, 20 J 2, the Court dismissed 

the motion without prejudice to the Ontario Class Action Plaintiffs to renew their 

request on December 10, 2012 (which was the scheduled date for the Sanction 

Hearing). 

(k) On December 3, 2012, the Meeting took place at which time the Plan was 

approved by the Required Majority (also discussed in more detail below). 

(1) On December 7, 2012, the Company sought the Sanction Order, which was 

granted by the Court on December 10, 2012. A notice of motion for leave to 

appeal the Sanction Order has been served by counsel to a group of shareholders 
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("Kim Orr"). To date, Kim Orr has not perfected its leave motion nor has leave 

been granted by the Ontario Court of Appeal. 

(m) On December 21, 2012, the Court granted an Order approving the notice process 

for the approval of the Ernst & Young Settlement. 

13. As of the date of this Fifteenth Report, the Compaoy is continuing to work towards the 

implementation of the Plan, the details of which are discussed in more detail below. 

THE CLAIMS PROCESS, MEDIATION AND PARTICIPATION OF THE CLASS 

ACTION PLAINTIFFS IN THE CCAA PROCEEDINGS 

Claims, the Class Actions and the Mediation 

14. From the outset of the CCAA Proceedings, it was apparent that addressing the contingent 

claims against the Company (and related claims against the Sino-Forest Subsidiaries) 

would be important given the extent of the litigation against the Company and resulting 

indenmification claims from others named in the Class Actions. To further that process, 

on May 14, 2012, the Company obtained the Claims Procedure Order/ which provided 

for the calling of claims against the Company, its directors and officers and its 

subsidiaries. The call for Claims included a call for "equity claims". Claims (other than 

Restructuring Claims) and D&O Claims (as such terms are defined in the Claims 

Procedure Order) were to be filed prior to June 20, 2012 (the "Claims Bar Date"). Any 

Claim not tiled by the Claims Bar Date is now forever barred. 

15. ln developing the terms of the Claims Procedure Order, the Company and the Monitor 

were both cognizant of the relatively unique nature of the claims that were anticipated to 

be asserted in the claims process. As set out above, as a holding company, tmlike many 

CCAA debtors, the Company doe~ not have many, if any, trade creditors. Instead, aside 

from the claims in respect of the Notes, it was anticipated that mo!lt or all of the 

remaining claims filed would be in connection with the Class Actions either directly by 

2 Sec Appendix F for a copy of the Claims Procedure Order. 
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the plaintiffs in the Class Actions or by way of indemnity claims from the Third Party 

Defendants. 

16. In that regard, the Company and the Monitor had extensive discussions with class action 

counsel for the Ontario Class Action Plaintiffs and the Quebec Class Action Plaintiffs 

(collectively, the "Canadian Plaintiffs") (among others) as to certain terms of the 

Claims Procedure Order. Ultimately, numerous changes were made to the Claims 

Procedure Order that was proposed to the Court including paragraphs ordering that the 

Canadian Plaintiffs v.rere entitled to file representative .Proofs of Claim and D&O Proofs 

of Claim (as both terms are defined in the Claims Procedure Order) in respect of the 

substance of the Ontario Class Action and the Quebec Class Action, respectively 

(collectively, the "Canadian Class Actions").3 

J 7. On June 26, 2012, the Company brought a motion seeking a direction that Claims by the 

plaintiffs in the Class Actions in respect of the purchase of securities4 and resulting 

indemnification claims by the Thhd Party Defendants constituted "equity claims" 

pursuant to section 2(1) of the CCAA. The motion as opposed by Ernst & Young, BDO 

and the Underwriters. The motion was not opposed by the Canadian Plaintiffs who 

conceded that their Class Action claims in respect of the purchase of securities were 

"equity claims". 5 

18. On July 27, 2012, the Court issued its decision determining Lhat such claims did 

constitute "equity claims" under section 2( I) of the CCAA (the "Equity Claims 

Decision"). The Equity CJaims Decision was appealed by Ernst & Young, BDO and the 

Underwriters. The appeal was heard by the Ontario Court of Appeal on November 13, 

2012. On November 23, 2012, the Ontario Court of Appeal issued its reasons and 

dismissed the appeal. The Equity Claims Decision was not appealed to the Supreme 

Courl of Canada. 

3 Sec paragraphs 27 and 2!:1 of the Claims Procedure Order. 
4 The motion did not deal with claims in respect of the pw-chase of debt sec\lTities. 
5 Kim Orr did not appear <tl or in any way oppose the motion on the Equity Claims Decision. 
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19. Early in the CCAA Proceedings, it became apparenl to the Monitor that the nature, 

complexity and number of parties involved in the litigation claims stmounding the 

Company had the potential to cause extensive delay and additional costs in the CCAA 

Proceedings. As such, it was the view of the Monitor (with the agreement of the 

Company) that there was merit in a global resolution of not only the Class Action Claims 

against the Company, but also against the other defendants named in the Class Actions 

other than Poyry Beijing (the "Third Party Defendants"). 6 

20. On July 25, 2012 the Court granted an order (the "Mediation Order"), directing a 

mediation (the "Mediation") of the class action claims against the Company and the 

Third Party Defendants. 7 The parties directed to participate in the mediation were the 

Company, the Canadian Plaintiffs, the Third Party Defendants, the Monitor, the Initial 

Consenting Noteholders and relevant insurers. The Monitor is aware and believes that the 

parties took the Mediation seriously and relied on the ability of those in attendance to 

bind their respective constituents as was required by the Mediation Order. The Mediation 

was conducted on September 4 and 5, 2012. No settlements were reached during the 

Mediation. 

21. Although no settlements were reached during the Mediation, the Monitor was aware that 

many of the Third Party Defendants remained focused on determining whether a 

resolution within the CCAA Proceedings was possible. Specifically, the Monitor notes 

the description of the ongoing settlement discussions between the Canadian Plaintiffs and 

Ernst & Young in the affidavit of Charles Wright sworn January 10,2013 (the "'Wright 

Affidavit"), which ultimately resulted in the Ernst & Young Settlement. 

G The Third Party Defendants are: EY. BDO, the Undetwtiters, Allen Chan, Jud:;on Martin. Kai Ki t Poon, David 
Horsley, William Ardell, James Bowland, James Hyde, Edmund Mak, Simon Murray, Peter Wang and Garry West. 
7 Sec Appendix G for a ~.:opy of the Mediation Order. 
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THE PLAN, MEETING OF CREDITORS AND SANCTION ORDER 

The Plan and the Plan Filing and Meeting Order 

22. On August 14, 2012, the Company announced that it had filed a draft plan of compromise 

and reorganization (the "August 14 Draft Plan") with the Court. 8 On August 15, 2012, 

the Company filed a draft information circular with the Court. In connection with the 

filing of the August 14 Draft Plan, the Company also brought a motion seeking approval 

of a plan filing and meeting order (the ''Meeting Order") which, among other things, 

provided for the calling of a meeting of creditors (the "Meeting"). 9 It was agreed that the 

Meeting Date would be subsequent to the completion of the Mediation. 

23. The motion for the Meeting Order was returnable on August 28, 2012. Due to concerns 

raised by certain of the Third Party Defendants, the motion was postponed to detetminc 

whether the parties could agree to changes that would result in a mutually satisfactory 

proposed order, which was ultimately achieved. On August 31, 2012, the Court granted 

the Meeting Order. 

24. On October 19, 2012, the Company filed a revised plan of compromise and 

reorganization and information statement. Further revised versions of the Plan were filed 

on November 28, 2012 and December 3, 2012. The December 3, 2012 version of the 

Plan (being the final version of the Plan that was put to creditors at the Meeting and the 

Court at the Sanction Hearing) included amendments relating to the Third Party 

Defendants including the new Article 11.1 which provided for a mechanism through 

which the release contemplated by the Ernst & Young Settlement could be achieved. 10 

The Meeting 

25 . The details regarding the calling of the Meeting as well as the conduct of the Meeting arc 

set out in detail in the Supplemental Report and therefore not repeated herein. Briefly, the 

Meeting Order provided for: 

8 A fmiher drall of the Plan dated /\ugust 27. 2012 was fi led prior to the return of the motion for the Meeting Order. 
9 See Appendix H fo r a copy of the Meeting Order. 
10 See Appendix B for a copy of the Plan. 
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(a) notice and mailing of the Company's plan, supplements and amendments thereto; 

(b) the solicitation of proxies; 

(c) the calling of a meeting of creditors; and 

(d) those Persons who were entitled to attend and vote on the plan at the meeting­

specifically, holders of equity claims were not (in such capacity) entitled to attend 

the Meeting, nor were they entitled to vote on the Plan. 

26. The Meeting was held at Gowlings' office on December 3, 2012, starting shortly after 

I Oam. By the time the Meeting was conducted, the Company (with the assistance of 

others) had made considerable progress in obtaining support for its Plan. Notably, with 

those holding Voting Claims, there were only three (3) votes against the Plan 

(representing approximately .03% in value) and there was only one vote against the Plan 

in respect ofUnrcsolved Claims (namely, BDO). 

27. In accordance with the Meeting Order, persons who were entitled to vote submitted their 

proxies which were used to vote on the Plan in the form presented at the Meeting. As a 

result, the Plan received overwhelming approval by creditors with Voting Claims who 

voted in person or by proxy (99.96% in value and 98.81% in number) and even if the 

results of the votes on the Unresolved Claims counted towards the Required Majority, the 

Plan still would have received ovctwhelming approval (90.72% in value and 98.5% in 

number). 11 Further, as discussed below, subsequent to the Meeting and prior to the 

Sanction Hearing, BDO (the only party with Unresolved Claims that voted "no"), became 

a Named Third Party Defendant tmder the Plan and supported approval of the Plan at the 

Sanction Hearing. Lastly, as set out above, holders of equity claims (including the 

Canadian Plaintiffs) were not entitled to attend the Meeting or vote on the Plan. 

The Sanction Order 

28. The Sanction Hearing was held on December 7, 2012. At the Sanction Hearing, there 

were no claimants who filed Claims, D&O Claims or D&O Indemnity Claims (all as 

11 See paragraph 31 ufthc Supplemental Repo11 (Appendix D) for a full summary of the voting results. 
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defined in the C laims Procedure Order) under the Claims Procedure Order and/or who 

voted at the Meeting who opposed the sanctioning of the Plan. Specifically, the following 

parties were supportive of the Plan: 

(a) the Company; 

(b) the Company's board of directors; 

(c) the Monitor; 

(d) the Jnitial Consenting Noteholders; 

(e) Ernst & Young; 

(f) the Underwriters; and 

(g) BDO. 

29. There were also a number of parties> including counsel for the Canadian Plaintiffs and the 

U.S. Plaintiffs, who did not oppose the sanctioning of the Plan. The only parties who 

expressed any opposition to the sanctioning of the Plan were three shareholders of the 

Company, Tnveseo Canada Ltd., Northwest & Ethical Investments L.P. and Comite 

Syndical National De Retraite Batirente Inc. (collectively, the "Objecting 

Shareholdct·s"), which were represented by Kim Orr, who served a notice of appearance 

on December 6, 2012, one (1) day prior to the Sanction Hearing in these CCAA 

Proceedings. 12 Notwjthstanding the fact that Kim Orr acknowledged during the Sanction 

Hearing that it had been monitoring the CCAA Proceedings on behalf of its clients, none 

of the Objecting Shareholders had previously objected to the Claims Procedure Order, the 

Mediation Order, nor did any of them file Claims or D&O Claims under the Claims 

Procedure Order independent of the representative Claims and D&O Claims that were 

fi led by the Canadian Plaintiffs as authorized by paragraphs 27 and 28 of the Claims 

12 See Appendix I for a copy of the notice of appearance of Kim Orr. 



Procedure Order. The Court issued its endorsement on the Sanction Hearing and the 

Sanction Order was granted on December 10, 2012. 13 

30. A notice of motion for leave to appeal the Sanction Order has been served by Kim Orr. 14 

However, in an exchange of correspondence betw~en the Company and Kim Orr, Kim 

Orr confirmed that they did not intend to seek a stay of the implementation of the Plan 

pending appeal. 15 

Plan Implementation 

31 . Since the grant1ng of the Sanction Order, the Company, with the assistance of the 

Monitor and the Initial Consenting Noteholders, has worked towards fulfilling all of the 

conditions precedent to the implementation of the Plan. On January 24, 2013, the 

Company announced that it anticipated that the Plan Implementation Date will occur on 

or about January 29, 20 13 and, in any event, prior to the end of January 2013. 16 

32. Subsequent to the Sanction Order being granted, 

(a) Allen Chan, Kai Kit Poon and David HorsJey have been added as "Named Third 

Party Defendants" to the Plan which means, among other things, that none of 

those three individuals will be entitled to receive any distributions under the 

Plan; 17 

(b) As a result of the addition of Mr. Chan, Mr. Poon and Mr. Horsley as Named 

Third Party Defendants to the Plan, the Unresolved Claims Reserve was reduced 

from Plan consideration sufficient to address $162.5 million of Unresolved 

Claims to Plan consideration sufficient to address $1.2 million of Unresolved 

Claims; 

13 See Appendices 1 and K for copies of the Sanction Order the Court's endorsement. 
1~ See Appendix L for a copy of the notice of motion seeking leave to appeal the Sanction Order. 
15 Sec Appendix M copies of conespondenee fh1m Bennett Jones to Kim On; a responding letter from Kim On· to 
BeJUJclt Jones; and a responding letter from Lcnczner Slaght to Kim Orr all dated January 3, 2013. 
16 See Appendix 0 for a copy of the Company'~ pres.s release announcing that it anticipates that Plan 
implementation will occur on or about January 29, 2013. 
17 See Appendix P for letters dated January 11 , 2013 and January 21, 2013. 
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(c) On January 15, 2013, the Company obtained an Order of the Court with respect to 

certain document retention matters (the "Document Retention Protocol 

Order"); and 

(d) On January 21, 2013, the Company obtained an Order to approve certain 

administrative changes to the Plan including providing for the creation of an 

additional escrow to be maintained by the Monitor in connection with ce1tain 

Hong Kong stamp duty matters. 

THE ERNST & YOUNG SETTLEMENT 

The Ernst & Young Settlement and Article 11 ofthe Plan 

33. As set out above, Ernst & Young is one of the Third Party Defendants named in the 

Canadian Class Actions (as well as the class action proceeding commenced in the U.S.). 

In turn, in connection with the claims process conducted pursuant to the Claims 

Procedure Order, Ernst & Young filed both Claims and D&O Claims against the 

Company, the Sino~Forest Subsidiaries and numerous individuals for indemnity, 

contractual damages and other matters. The Monitor notes that the Proof of Claim and 

D&O Proof of Claim (each as defined in the Claims Procedure Order) filed by Ernst & 

Young are attached as Exhibits C and D to the affidavit of Mike P. Dean sworn January 

II, 2013. 

34. Prior to the Meeting, the Canadian Plaintiff.-. reached a settlement with Ernst & Young 

pursuant to certain minutes of settlement dated November 29, 2012 (the "Minutes of 

Settlement"). 1 
K The Minutes of Settlement provided for the settlement of all claims 

against Ernst & Young and, in turn, resulted in amendments to the Plan and, in that 

context, Ernst & Young agreed, among other things, that it would not receive any 

consideration under the Plan, waived all rights to appeal and also resulted in Ernst & 

Young being supportive of and voting in favour of the Plan. 

•x See Appendix A for a copy of the Minutes of Settlement. 
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35. A detailed outline of the Ernst & Young Settlement is set out in the affidavit of Charles 

Wright sworn January 10, 2013 and therefore not repeated herein. In general terms, the 

Ernst & Young Settlement provides for the payment by Ernst & Young to a settlement 

tmst of a $117 million settlement amount (the "Settlement Fund") upon the satisfaction 

of certain conditions including: (a) approval ofthe court ofthe Ernst & Young Settlement 

(the "Ernst & Young Settlement Approval Order"); and (b) recognition by the U.S. 

court of the Ernst & Young Settlement Approval Order pursuant to chapter 15 of title 11 

of the United States Code. 

36. ln exchange for payment of the Settlement Fund, the Minutes of Settlement provide for 

the requirement that Ernst & Young receive a fu ll release of all claims against it to be 

effected pursuant through the CCAA Plan mechanism. As such, amendments to the 

November 28 Plan were required in order to incorporate this structure. Details of the 

changes to the Plan relating to Ernst & Young are set out in the Supplemental Report. A 

brief description is as follows: 

(a) Any and all indemnification tights and entitlements of Ernst & Yotmg and any 

indemnification agreement between Ernst & Young and the Company shall be 

deemed to be valid and enforceable in accordance with their terms for the 

purposes of determining whether the Claims of Ernst & Young for 

indemnification in respect of the Noteholder Class Action Claims are valid and 

enforceable within the meaning of section 4.4(b) the Plan. 1
'J 

(b) Ernst & Young shall not be entitled to any distributions under the Plan. 

(c) The Sanction Order shall contain a stay against Ernst & Young between the Plan 

Implementation Date and the earlier of the Ernst & Young Settlement Date (as 

defined in the Plan) or such other date as may be ordered by the Court on a 

motion to the Court. 

19 Section 4.4(b) of the Plan, among other things, establishes the Indemnilied Noteholder Class Action Limit. 
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(d) Section 11.1 of the Plan contains provisions that provide a framework pursuant to 

which a release of the Ernst & Young Claims20 under the Plan would happen if 

several conditions were met. That release wil) only be granted if all conditions 

are met including further court approval. A summary of those terms is as foilows: 

(i) Notwithstandjng anything to the contrary in the Plan, subject to (A) the 

granting of the Sanction Order; (B) the issuance of the Settlement Trust 

Order (as may be modified in a manner satisfact01y to the parties to the 

Ernst & Young Settlement and the Company (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 the Company, the Monitor or the Initial Consenting Noteholders, 

each acting reasonably); (C) 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; (D) 

any other order necessary to give effect to the Ernst & Y olmg Settlement 

(the orders referenced in (C) and (D) being collectively the "Ernst & 

Young Orders"); (E) the fulfillment of all conditions precedent in the 

Ernst & Young Settlement and the fulfillment by the Ontario Class Action 

Plaintiffs of all of their obligations thereunder; and (F) the Sanction Order, 

the Settlement Trust Order and all Ernst & Young Orders being final 

orders and not subject to further appeal or challenge, Ernst & Young shall 

pay the settlement amount as provided in the Ernst & Young Settlement to 

the trust established pursuant to tbe Settlement Trust Order (the 

"Settlement Trust"); 

(ii) Upon receipt of a certificate from Ernst & Young confirming it has paid 

the settlement amount to the Settlement Trust in accordance with tht! Ernst 

& Young Settlement and the trustee of the Settlement Trust confirming 

20 "Ernst & Young Claims'' has the definition given to it in the Plan and does not include any proceedings or 
remedies that may be taken against Ernst & Young by the Ontario Securities Commi~ion or by staff of the Ontario 
Securities C01runission and the jurisdiction of the Ontario Securities Commission is expressly preserved. 
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receipt of such settlement amount, the Monitor shall deliver to Ernst & 

Young the Monitor's Em~t & Young Settlement Certificate. The Monilor 

lihall thereafter file the Monitor's Ernst & Young Settlement Certificate 

with the Court; 

(iii) Notwithstanding anything to the contrary in the Plan, upon receipt by the 

Settlement Trust of the settlement amount in accordance with the Ernst & 

Young Settlement: (A) all Ernst & Young Claims shall be fully, finally, 

irrevocably and forever compromised, released, discharged, cancelled, 

barred and deemed satisfied and extinguished as against Ernst & Young; 

(B) section 7.3 of the Plan shall apply to Ernst & Young and the Ernst & 

Young Claims mutatis mutandis on the Ernst & Young Settlement Date; 

and (C) none of the plaintiffs in the Class Actions shall be pennitted to 

claim from any of the other Third Party Defendants that portion of any 

damages that corresponds to the liability of Ernst & Young, proven at trial 

or otherwise, that is the subject of the Ernst & Yotmg Settlement; and 

(iv) In the event that the Ernst & Young Settlement is not completed m 

accordance with its temts, the Ernst & Y mmg Release wlll not become 

effective (and any claims against Ernst & Young will be assigned to the 

Litigation Trust). 

37. The focus of Kim Orr's objections at the Sanction Hearing related to the inclusion of 

Article 11.1 relating to the Ernst & Young Settlement. At the Sanction Hearing, it was 

made clear by all parties that approval of the Ernst & Young Settlement (including the 

potential for a release under Article 7 of the Plan) was not being sought on that date and 

would be the .subject of a further motion. However, the Company (and others) did take 

the view thal the Plan, as a whole (not in part), was being considered for Courl approval. 

Ultimately, the Court, in the Sanction Order, approved the Plan, in its entirety. In his 

endorsement, Justice Morawctz notes: 

The Plan was presented to the meeting with Article II in place. This was 

the Plan that was subject to the vote and this is the Plan that is the subject 
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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. 

18 

38. The Monitor participated in the development of the Plan as a whole and is of the view 

that it is clearly reflected in t11e Court's endorsement that the Plan, as a whole, be 

approved . 

The E& Y Notice Order 

39. The parties took the view that this Court was the appropriate court for hearing the motion 

to approve the Ernst & Young Settlement. Upon direction from the Regional Senior 

Justice on December 13, 2012, it was determined that the Court would hear the motion 

for approval of the Ernst & Young Settlement. On December 21, 2012, the Court granted 

an order (the "E&Y Notice Order") approving the notice process regarding the approval 

of the Ernst & Young Settlement and scheduled the motion date for the Ernst & Young 

Settlement Motion to be February 4, 2013.21 

40. The E&Y Notice Order set out the required methods for providing notice of the Ernst & 

Young Settlement as well as an objection process pursuant to which any person wishing 

to object to the approval of the Ernst & Young Settlement at the Ernst & Young 

Settlement Motion was required to file a notice of objection in the prescribed form on or 

prior to January 18, 2013. The Monitor was also required to attach all objections 

received to a report to court. 

4 I. The Monitor has filed its Fourteenth Report that contained all Notices of Objections or 

other correspondence expressing objections received up to the date of the Fourteenth 

Report. The Monitor has or will provide any further Noti ces of Objection or other 

corTespondence expressing objections in further supplements to the fourteenth Report. 

The Benefits ofErnst & Young Settlement to the Company and the CCAA Proceedings 

2 1 See Appendix N for a copy of the E&Y Notice Order. 
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42. Although the Ernst & Young Settlement resolves class action litigation claims against 

Ernst & Young, the settlement was reached in the context of the Company's CCAA 

Proceedings and has provided a benefit to the Company, the Plan and the CCAA 

Proceedings for the following reasons. In particular: 

(a) It eliminated the chance that Ernst & Young would seek leave to appeal the 

Equity Claims Decision to the Supreme Court of Canada which might have been 

costly and time consuming; 

(b) Given that the Equity Claims Decision did not address the entirety of Ernst & 

Young's indemnity claims, the settlement results in the elimination of further 

litigation relating to the acceptance, disallowance or revision of the Claim and 

D&O Claim filed by Ernst & Young, which litigation could have been extensive, 

lengthy and costly; 

(c) Ernst & Young has agreed to forego any distributions under the Plan which; and 

(d) It eliminated the possibility that Ernst & Young would vote against the Plan, 

object to the Sanction Hearing and appeal the Sanction Order which could have 

caused delay in implementing the Plan and result in significant additional cost Lo 

the estate. 

43. Further, the Monitor has consistently recognized the potential benefit of settlement within 

the CCAA Proceedings of the litigation claims surrounding the Company, including those 

against the Third Party Defendants. This view was evident not only in tl1e Monitor's 

Reports but also through the Monitor's support of the Third Party Stay Motion as well as 

the bringing of the motion for Mediation. The Monitor has, throughout, encouraged tht: 

settlement of these claims within the CCAA framework which, in the Monitor's view, 

provides for an efficient legal regime through which such settlements may be effected. 

44. The Monitor has also consistently expressed its views regarding urgency in the CCAA 

Proceedings and is of the view that the Ernst & Young Settlement has assisted in 

e]jminating a potential delay in the implementation of the Plan. 
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MONITOR'S RECOMMENDATION 

45. For the reasons set out above, the Monitor recommends approval of the Ernst & Young 

Settlement including the granting of the proposed release as set out in Articles 7 and 11 

of the Plan. 
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Dated this 28th day of January, 2013. 

FTI Consulting Canada Inc. 
In its capacity as Monitor of 
Sino-Forest Corporation, and not in its personal capacity 

---
Greg Watson 
Senior Managing Director 

Jodi Porepa 
Managing Director 
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Collrt File No. CV -12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

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

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

SIXTEENTH REPORT TO THE COURT 
SUBMITTED BY FTI CONSULTING CANADA INC., 

IN ITS CAPACITY AS MONITOR 

INTRODUCTION 

1. On March 30, 2012 (the "Filing Date"), Sino-Forest Corporation (the "Company" or 

"SFC") filed for and obtained protection under the Companies' Creditors Arrangement 

Act, R.S.C. 1985, c. C-36, as amended (the "CCAA"). Pursuant to the Order of this 

Honourable Court dated March 30, 2012 (the "Initial Order"), Ffl Consulting Canada 

Inc. was appointed as the Monitor of the Company (the "Monitor") in the CCAA 

proceedings. By Order of this Court dated April 20, 2012 (the "Expansion of Monitor's 

Powers Order"), the powers of the Monitor were expanded in order to, among other 

things, provide the Monitor with access to information concerning the Company's 

subsidiaries. Pursuant to an Order of this Court made on November 23, 2012, this Court 

extended the Stay Period to February I, 2013. 

2. On December I 0, 2012, the Court granted an Order (the "Sanction Order") approving 

the Company's Plan of Compromise and Reorganization dated Decem her 3, 2012 (the 

"Plan"). 
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3. The proceedings commenced by the Company under the CCAA will be referred to herein 

as the "CCAA Proceedings ... 

4. The purpose of this Sixteenth Report is to: 

(a) provide an update on the status of the Plan and the implementation of the Plan 

since the date of the Sanction Order; and 

(b) request an Order providing additional powers and protections to the Monitor to 

take the necessary action to administer the estate of the Company after the Plan 

Implementation Date. 

5. In preparing this Sixteenth Report, the Monitor has relied upon unaudited financial 

infonnation of Sino-Forest, Sino-Forest's books and records, certain financial 

information prepared by Sino-Forest, the Reports of the Independent Committee of the 

Company's Board of Directors dated August 10, 2011, November 13, 2011, and January 

31, 2012, and discussions with Sino-Forest's management. The Monitor has not audited, 

reviewed or otherwise attempted to verify the accuracy or completeness of the 

information. In addition, the Monitor notes that on January 10, 2012, the Company 

issued a press release cautioning that the Company's historic financial statements and 

related audit reports should not be relied upon. Accordingly, the Monitor expresses no 

opinion or other form of assurance on the information contained in this Sixteenth Report 

or relied on in its preparation. Future oriented financial infonnntion reported or relied on 

in preparing this Sixteenth Report is based on management's assumptions regarding 

future events; actual results may vary from forecast and such variations may be material. 

6. Unless otherwise stated, all monetary amounts referred to herein are expressed in CON 

Dollars. 

7. The term "Sino-Forest" refers to the global enterprise as a whole but does not include 

references to the Greenheart Group (as defined in the Pre-Filing Report of the Monitor 

dated March 30, 2012). "Sino-Forest Subsidiaries" refers to all of the direct and 

indirect subsidiaries of the Company, but does not include references to the Greenheart 

Group. 
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8. Capitalized terms used herein and not otherwise defined have the meaning given to them 

in the Plan. 

STATUS OF THE PLAN 

Update on the Status of 1he Plan and Planlmp/emelllation since December 10, 2012 

9. As set out above, the Sanction Order was granted on December 10, 2012. On December 

28, 2012, Kim Orr Barristers P.C. ("Kim Orr.,), counsel to lnvesco Canada Ltd., 

Northwest & Ethical Investments L.P. and Comite Syndical National De Retraite 

Batirente Jnc., served a notice of motion seeking leave to appeal the Sanction Order to the 

Ontario Court of Appeal. On January 29, 2013, Kim On· served its motion record and 

factum on the service list 

10. On January 3, 2013, counsel to the Company sent a Jetter to Kim Orr confirming the 

details of a conversation during which Kim Orr confirmed that it did not intend to seek a 

stay of the implementation of the Plan and that the Company intended to proceed to 

implement the Plan. Later on the same day, Kim Orr responded to state that it did not 

intend to seek n stay of Lhe implementation of the Plan. Counsel to Ernst & Young also 

responded on the same date. 

Additional Disclosure Regarding the Plait 

11. Significant disclosure regarding the Plan and its terms have already been made by the 

Company and/or the Monitor. The following provides a summary of additional or 

updated disclosure regarding the Plan: 

-
Jll 

(a) In accordance with the Plan, the Company and the Initial Consenting Noteholders 

have selected Cos Borre!Ji of Borelli Walsh (www.borrelliwalsh.com) to act as 

the Litigation Trustee. 

(b) The board of the Litigation Trust will consist of Paul Brough, Gene Davis and 

Barry Field. 
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(c) Certain non-material amendments have been made to the Litigation Trust 

Agreement (clean and blackJine copies of which are attached as Appendix A) and 

the Newco Note Indenture (a copy of which is attached as Appendix B). 

(d) The board of Newco will consist of Paul Brough, Gene Davis, Colin Keogh, Tong 

Sal Wang and Barry Field. Attached as Appendix C is a copy of the Newco 

articles of incorporation. 

(e) The number of Newco Shares in the Newco Equity Pool is approximately 

300,000,000 common shares of Newco. 

(f) Allen Chan, Kai Kit Poon and David Horsley have become Named Third Party 

Defendants in accordance with Sec lion 11 .2 of the Plan. 

(g) The amount of the Unaffected Claims Reserve was increased from $1.5 million to 

$1.75 million to account for certain additional post-filing payments that are not 

going to be paid prior to Plan implementation. 

(h) On January 21, 2013, the Company obtained an Order to approve certain 

administrative changes to the Plan including providing for the creation of an 

additional amounts to be held in escrow (the "Escrow Funds") by the Monitor in 

connection with certain Hong Kong stamp duty matters. 

J 2. As a result of the changes to the Pian set out in (f) above as well as the final resolution of 

other Defence Costs Claims, the Unresolved Claims Reserve (which was previously 

$158,500,000 and described in the Monitor's Supplemental Report to the Thirteenth 

Report dated December 4, 20 12) has been reduced to $1.2 mi Ilion consisting of Plan 

consideration in respect of the following Unresolved Claims: 

(a) Defence Costs Claims of up to $1 million; and 

(b) Other Affected Creditor Claims that are Unresolved Claims up to $200,000 which 

represents the amount of Affected Creditor Claims as set out in the proofs of 

claims filed that are Unresolved Claims and not otherwise accounted for in the 

Unresolved Claims Reserve or otherwise provided for in the Plan. 
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Documem Retention Protocol 

13. On January 15, 2012, the Court granted an Order approving a document retention 

protocol for the purposes of preserving certain Sino-Forest documents post­

implementation of the Plan. 

Timing of Impleme11ta1ion of the Plan 

14. On January 24, 2013, the Company issued a press release announcing that it was working 

towards a Plan Implementation Date of January 29, 2013 and, in any event, before the 

end of January 2013. A copy of the press release is attached as Appendix D. The 

Monitor understands that the anticipated time for Plan implementation is now January 30, 

2013. Upon the implementation of the Plan, the Monitor will deliver the Monitor's 

certificate confirmation Plan implementation and thereafter tile such certificate with the 

Court. 

POST-PLAN IMPLEMENTATION MA TIERS 

15. After the Plan Implementation Date, substantially all of the assets of the Company will 

have been transferred to Newco (and/or Newco II) other than, Excluded SFC Assets 

which include: 

(a) the rights of the Company to be transferred to the Litigation Trust; 

(b) any entitlement to insurance proceeds in respect of Jnsured Claims, Section 5.1(2) 

D&O Claims and/or Conspiracy Claims; 

(c) any secured property of the Company that is to be returned in satisfaction of a 

Lien Claim; 

(d) any input tax creditors or other refunds received by the Company after the 

Effective Time; and 
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(e) monies used to fund the Administration Charge Reserve, the Unaffected Claims 

Reserve, the Monitor's Post-Implementation Reserve (collectively, the "Cash 

Resnves") and the Escrow Funds. 

16. Further, effective upon Plan implementation, all of the directors and officers of the 

Company will be deemed to have resigned and all remaining employees will be 

terminated. 

17. As such, to the extent that there are activities required to administer the estate of the 

Company post-implementation, in most or all cases, it will be the Monitor that is required 

to take the necessary steps to complete those activities. Certain of the activities that the 

Monilor anticipates having to perform include: 

(a) pursuing recognition and enforcement of the Plan and Sanction Order pursuant to 

chapter 15 of title II of the United States Code ("Chapter 15") as required by 

l2.1 0 of the Plan; 

(b) participation in the motion scheduled for February 4, 2013 for the approval of the 

Ernst & Young Settlement before this Court and any other motions or other court 

hearings related to the Ernst & Young Settlement including, without limitation, 

any appeals and recognition and enforcement under Chapter 15 of any Orders that 

may be granted; 

(c) resolution of certain remaining Unresolved Claims; 

(d) closure of the Company's Mississauga office including the return of leased 

equipment; 

(e) pursuit of input tax crediiS from Canada Revenue Agency on behalf of the 

Company; and 

(t) facilitation of the fi ling of tax returns for the Company. 

18. It is anticipated that the Monitor will use the funds that will be transferred into the 

Monitor's Post-Implementation Reserve for the purposes of funding all post-

,-
in; 
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implementation activities. Pursuant to the Sanction Order, the Monitor requires the prior 

consent of the Initial Consenting Noteholders or Order of the Court in connection with 

any third party expense related to the retention of any third party professional services 

provider (other than its counsel) that exceeds $250,000 (alone or in a series of related 

payments). Although the Monitor already has extensive powers through the CCAA, the 

Initial Order and the Expansion of Powers Order, the Monitor is seeking an expansion of 

its powers to ensure that it has the authority to carry out these functions as well as the 

continued application of the stay until such matters are completed. During this time, the 

Monitor will also continue to require the ongoing benefit of the stay of proceedings as set 

out in the Initial Order. 

The Class Actions 

19. Upon the implementation of the Plan, it is anticipated that the litigation in the Class 

Actions will continue. The Company, for the purposes of access to insurance, will 

continue to be a defendant in the Class Actions. It is proposed that Bennett Jones LLP 

continue to act as Canadian counsel for the Company in that matter provided that all legal 

fees and expenses will be recovered from insurance and not from the estate or any of the 

Cash Reserves. Attached as Appendix E is a letter setting out the Monitor's consent to 

Bennett Jones acting as counsel to the Company in the Class Actions (the "Ongoing 

Representation Letter"). The Monitor understands that similar arrangements will need 

to be made with a U.S. law finn in connection with the Class Action commenced in the 

u.s. 

20. The Monitor understands that post-implementation, the Company will essentially be a 

proxy for its insurers in any ongoing litigation in the Class Actions. Further, the estate 

will not bear any expense for the Company•s ongoing participation in lhe Class Actions. 

As such, the Monitor does not believe that the expense of the Monitor having extensive 

oversight in the Class Actions is warranted. Instead, the Ongoing Representation Letter 

provides that the Monitor will not have any oversight or other responsibilities with 

respect to the Company's participation in the Class Actions. Bennett Jones has agreed to 

provide the Monitor with status updates from time to time. 

iH! .. 
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21. Similarly, it is not proposed that the Monitor have any responsibility or supervisory 

authority respect to any of the actions taken by the Litigation Trustee or the Litigation 

Trust with respect to any rights assigned to the Litigation Trust. 

RECOMMENDATION 

22. For the reasons set out above, the Monitor respectively requests that the Court grant the 

proposed relief providing ongoing protection and authority to the Monitor. 
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Dated this 2911
' day of January, 2013. 

FTI Consulting Canada Inc. 
In its capacity as Monitor of 
Sino.forest Corporation, and not in its personal capacity 

Greg Watson 
Senior Managing Director 

1\~ 
JQPorep• 
Managing Director 
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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 (Commerciai 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 "lnithtl 
Order") pursuant 1o the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as 
amended (the "CCAA") nnd the Canada Business Corporation Act, R.S.C. 1985, c. C-44, as 
amended (the "CBCA"). 

AND WHEREAS, SFC hereby proposes this plan of compromise and reorganization pursuant to 
the CCAA and CBCA: 

1.1 Definitions 

ARTICLE 1 
INTERPRETATION 

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

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

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

"2016 Note Indenture" means the indenture dated as of December 17, 2009, by and between 
SFC, the entities listed as subsidiary guarantors therein, and The Bank of New York 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. 

"2013 Notes" means the US$345,000,000 of 5.00% Convertible Senior Notes Due 2013 issued 
pursuant to the 2013 Note Indenture. 

"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 Indentme. 
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"2017 Notes" means the 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 unpajd interest on 
such Notes, at the regular rates provided in the applicable Note Indentures, up to and including 
the Filing Date. 

"Administl·ation Chargea has the meaning ascribed thereto in the Initial Order. 

"Administration Charge Resene" means the cash reserve to be established by SFC on the Plan 
Implementation Date in an amount acceptable to the Persons secured by the Administration 
Charge (having regard to, among other things, any retainers held by Persons secured by the 
Administration Charge), which cash reserve: (i) shall be maintained and administered by the 
Monitor, in trust, for the purpose of paying any amounts secured by the Administration Charge; 
and (ii) upon the termination of the Administration Charge pursuant to the J>lan, 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 Retained D&O Claim; a Continuing Other D&O Claim; a Non-Released 
D&O Claim; or a Subsidiary Intercompany Claim, and "Affected Claim'' includes any Class 
Action Indemnity Claim. For greater certainty, all of the following are Affected Claims: 
Affected Creditor Claims; Equity Claims; Noteholder Class Action Claims (other than the 
Continuing Noteholder Class Action Claims against the Third Party Defendants and any 
Noteholder Class Action Claims that are Retained 0&0 Claims, Continuing Other D&O Claims 
or Non-Released D&O Claims); and Class Action Indemnity Claims. 

''Affe<!fed 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. 

"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, 
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. 

"BIA" means the Bankruptcy and Insolvency Act~ R. S.C. 1985, c. B-3. 
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"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" m~ans the Income Tax Act (Canada) and the Income Tax Regulations, in 
each case as amended from time to time. 

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

"CCAA" has the meaning ascribed 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 ri_ght or claim of any Person that may be asserted or made against SFC, in 
whole or in pa1t, whether or nol asserted or made, in cormection with any indebtedness, liability 
or obligation of any kind whatsoever, and any interest accrued thereon or costs payable in respect 
thereof, including by reason of the commission of a tort (intentional or unintentional), by reason 
of any breach of contract or other agreement (oral or written), by reason of any breach of duty 
(including any legal, statutory, equitable or fiduciary duty) or by .reason of any right of 
ownership of or title to property or assets or right to a trust or deemed trust (statutory, express, 
implied, resulting, constructive or otherwise), and whether or not any indebtedness, liability or 
obligation is reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, 
unmatured, disputed, undisputed, legal, equitable, secured, unsecured, present or future, known 
or unknown, by guarantee, surety or otherwise, and whether or not any right or claim is 
executory or anticipatory in nature, including any right or ability of any PeiSon (including any 
Directors or Officers of SFC or any of the Subsidiaries) 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 prlor 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 S.FC, 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 pursuant to the Claims Procedure Order. 

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

"Class Actions" means, collectively, the following proceedings: (i) Trustees of the Labourers' 
Pension Fund of Central and Eastern Canada et al v. Sino-Forest Corporation ef al. (Ontario 
Superior Court of Justice, Court File No. CV-11 -431153-00CP); (ii) Guining Liu v. Sirw-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. 
228 8 of 20 11); and ( iv) David Leapard e t al. v. Aile n T. Y. Chan et a!. (District Court of the 
Southern District ofNew York, Court File No. 650258/2012). 

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

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

"Consent Date" means May 15, 2012. 

"Continuing Notcholder Class Action Claim" has the meaning ascribed thereto in section 
4.4(b) hereof. 

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

"Court» has the meaning ascr·ibed 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 a<Jserted against any Officer or Director of SFC by any Government Entity) or 
by reason of any right of ownership of or title to prope1ty 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 
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to any matter, action, cause or chose in action, whether existing at present or commenced in the 
future, which indebtedness, liability or obligation, and any interest accrued thereon or costs 
payable in respect thereof (A) is based in whole or in part .on facts prior to the Filing Date, or (B) 
relates to a time period prior to the Filing Date. 

"D&O Indemnity Claim" means any existing or future right of any Director or Officer of SFC 
against SFC that arose or arises as a result of any Person filing a D&O Proof of Claim (as 
defined in the Claims Procedure Order) fn 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, wnether by statute, operation of law or otherwise, a director or de 
facto director of such SFC Company. 

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

"Directors' Charge Reserve" means the cash reserve to be established by SFC on the Plan 
Implementation Date in an amount acceptable to SFC, the Manito~, Osler Hoskin & Harcourt 
LLP and the Initial Consenting Noteholders, which cash reserve: (i) shall be maintained by the 
Monitor, in trust, for the purpose of paying any amounts secured by the Directors' Charge; and 
(ii) upon the termination of the Directors' Charge pursuant to the Plan, shall stand in place of the 
Directors' Charge as security for the payment of any amounts secured by the Directors' Charge. 

"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 re.gistered 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 t'egistered 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 Corporation, Sino-Capital Global Inc., Sino-Forest International (Barbados) 
Corporation, Sino-Forest Resources Inc. Sino-Wood Partners, Limited. 

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

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

"DTC" means The Depository Trust Company, or any successor thereof. 
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"Early Consent Equity Sub-Pool" means an amount ofNewco Shares representing 7.5% of the 
Newco Equity Pool. 

"Early Consent Notcholdcr" 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 fonn of the RSA 
or (C) a joinder agreement in the form attached as Schedule C to the RSA; (ii) 
provided evidence satisfactory to the Monitor in accordance with section 2(a) of 
the RSA of the Notes held by such Noteholder as at the Consent Date (the "Early 
Consent Notes"), as such list of Noteholders and Notes held has been verified 
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 12:01 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. 

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

{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 hnplementation Date. 

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

"Equity Cancellation Date" means the date that is the first Business Day 31 days after the Plan 
Implementation Date, or such other date after the Plan Implementation 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: 
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(c) any claim against SFC resulting from the ownership, purchase or sale of an equity 
interest in SFC, including the claims by or on behalf of current or former 
shareholders asserted in the Class Actions; 
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(d) any indemnification claim against SFC related to or arising from the claims 
described in sub-paragraph (c), 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 

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

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

"Equity Claimant Class, has the meaning ascribed thereto in 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. 

"Excluded SFC Assets, means (i) the rights of SFC to be transferred to the Litigation Trust in 
accordance with section 6.3(n) hereof; (ii) any entitlement to insurance proceeds in respect of 
insured Claims and/or Retained D&O Claims; {iii) any secured property of SFC that is to be 
rettuned in satisfaction of a Lien Claim pursuant to section 4.2(c)(i) 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 Directors' Charge Reserve; (E) 
the Expense Reimbursement; and (F) any amounts in respect of Lien Claims to be paid in 
accordance with section 4.2(c)(ii) hereof. 

HExisting 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 the reasonable and documented fees 
and expenses of the Noteholdcr Advisors, pursuant to their respective engagement letters with 
SFC, and other advisors as may be agreed fo by SFC and the Initial Consenting Noteholders, 
including an estimated amount for any such fees and expenses expected to be incurred in 
connection with the implementation of the Plan. 

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

"Fractional Interests, has the meaning given in section 5 .12 her.eof. 
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"FTI HK'' means FTI Consulting (Hong Kong) Limited. 

"Governmental Entity" means 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 
Ol' purporting to have jurisdiction on behalf of any nation, province, territory or state or any other 
geographic or poiitical 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: 

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

(g) any provision of the Canada Pens-ion 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 
Insurance Act (Canada), or a premium under Part VII.l of that Act, and of any 
related interest, penalties or other amounts; or 

(h) 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 sutn: 

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

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

"Greenheart" means Greenheart Group Limited. 

"Indemnified Notebolder Class Action Claims" has the meaning ascribed thereto in section 
4.4(b )(i) hereof. 

"Indemnified Notcholder Class Action Limit" means an amount agreed to by SFC, the 
Monitor, the Initial Consenting Noteholders and counsel to the Ontario Class Action Plaintiffs, 
or such other amount as is determined by the Court. 
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"Initial Consenting Noteholders" means the Noteholders that executed the RSA on March 30, 
2012. 

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

'
1Initial Order" has the meaning ascribed thereto in the recitals. 

"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 tradewmark registration applications, and proposed use application or similar 
reservations of marks, and all goodwill associated therewith; (iii) registered and unregistered 
copyrights, including all copyright in and to computer software programs, and applications for 
and registration of such copyright (including all copyright in and to the SFC Companies' 
websites); (iv) world wide web addresses and internet domain names, applications and 
reservations for world wide web addresses and internet domain names, uniform resource locators 
and the corresponding internet sites; (v) industrial designs; and (vi) trade secrets and proprietary 
information not otherwise listed in (i) through (v) above, including all inventions (whether or not 
patentable), invention disclosures, moral and economic rights of authors and inventors (however 
denominated), confidential information, technical data, customer lists, corporate and business 
names, trade names, trade dress, brand names, know-how, 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 forrri), databases, data 
collections and other proprietary information or material of any type, and all derivatives, 
improvements and refinements thereof, howsoever recorded, or unrecC:lrdcd. 

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

(i) 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 

G) the address to which such Ordinary Affected Cre<litor's or Early Consent 
Noteholder's Direct Registration Transaction Advice or its Newco Share 
Certificates and Newco Note Certificates, as applicable, are to be delivered. 

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

"Lien Claimant" means a Person having a Lien Claim, other than any Noteholder or Trustee in 
respect of any Noteholder Claim. 
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"Litigation Funding Amount" means a cash amount to be contributed by SFC to the Litigation 
Trustee for purposes of funding the Litigation Trust on the Plan Implementation Date in 
accordance with section 6.3(n) hereof. 

"Litigation Trust" means the trust to be established on the Plan Implementation Date at the time 
specified in section 6.3(o) 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 wiU acquire the Litigation Trust Claims and the Litigation Funding Amount in accordance 
with the Plan. 

"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 and all claims, actions, causes of action, demands, suits, 
rights, entitlements, litigation, arbitration, proceeding, hearing or complaint, whether known or 
unknown, reduced to judgment or not reduced to judgment, liquidated or unliquidated, 
contingent or non-contingent, matured or unmatured, disputed or undisputed, secured or 
unsecured, asse11able directly or derivatively, in law, equity or otherwise~ based in whole or in 
part upon any act or omission or other event occurring before or after the Filing Date that have 
been or may be asserted by or on behalf of: (i) SFC against any and all third parties; or (ii) the 
Trustees, the Noteholders or any representative of the Noteholders against any and all Persons in 
connection with the Notes issued by SFC; provided, however, that in M event shall the 
Litigation Trust Claims include any claim, right or cause of action against any Person that is 
released pursuant to sections 7.1 or 7.2 hereof. 

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

"Litigation 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, to serve as trustee of 
the Litigation Trust pursuant to and in accordance with the terms thereof. 

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

''Material Adverse Effect" means a fact, event, change, occurrence, circumstance or condition 
that, individually or together with any other event, change or occurrence, has or would 
reasonably be expected to have a material adverse impact on the assets, condition (fmancial 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 whoie), (B) any change in the forestry industry generally, 
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which does not have a Material disproportionate effect on the SFC Companies (taken as a whole) 
(relative to other industry participants operating primarily in the PRC), (C) actions and omissions 
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 transactions contemplated thereby or hereby, (F) 
any change in U.S. or Canadian interest rates or currency exchange rates unless such change has 
a Material disproportionate effect on the SFC Companies (taken as a whole), and (G) general 
political, economic or financial conditions in Canada, the United States, Hong Kong or the PRC, 
which changes do not have a Material disproportionate effect on the SFC Companies (taken as a 
whole). 

"Meeting" means the meeting of Affected Creditors, and any 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" means the Order that, among other things, sets the date for the Meeting and 
establishes the procedures for voting on the Plan, as such Order may be amended, restated or 
varied from time to time. 

"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 an amount acceptable to 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, as necessary, from and after the Plan 
Implementation Date. 

"Named Directors and Officers" means Andrew Agnew, William E. Ardell, James Bowland, 
Leslie Chan, Michael Cheng, Lawrence Hon, David J. Horsley, James M.E. Hyde, Richard M. 
Kimel, R. John (Jack) Lawrence, Jay A. Lefton, Edmund Mak, Tom Maradin, Judson Mrutin, 
Simon Murray, James F. O'Donnell, Kai Kit Poon, William P. Rosenfeld, Peter Donghong 
Wang, Garry West and Kee Y. Wong, in their respective capacities as Directors or Officers. 

'"Newco" means the new corporation to be incorporated pursuant to section 6.2 hereof under the 
laws of the Cayman Islands or such other jurisdiction as is acceptable to SFC and the Initial 
Consenting Noteholders. 

"Newco Equity Pool" means all of the Newco Shares to be issued by Newco on the Plan 
Implementation Date pursuant to section 6.3(i) hereof. 

"Newco Note Certificate" means a certificate evidencing Newco Notes. 
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"Newco Notes" means the new notes to be issued by Newco on the Plan Implementation Date 
pursuant to Section 6.3(i), on such terms and conditions as are satisfactory to the Initial 
Consenting Noteholders and SFC, acting reasonably. 

"Newco Promissory Note 1", "Newco Promissory Note 2", "Ncwco Promissory Note 3" and 
"Newco Promissory Notes" have the meanings ascribed thereto in sections 6.3Q), 6.3(k), 6.3(m) 
and 6.3(p) hereof, respectively. 

"Newco Share Certificate" means a certificate evidencing Newco Shares. 

"Newco Shares" means common shares in the capital ofNewco. 

"Non-Released D&O Claims" has the meaning ascribed thereto in section 4.9(t) hereof. 

"Noteholder Advisors" means Goodmans LLP, Hogan Lovells and Conyers, Dill & Pearman 
LLP in their capacity as legal adv1sors to the Initial Consenting Noteho'lders, 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 
NoteholderJ including all principal and Accrued Interest payable to such Noteholder pursuant to 
such Notes or the Note Indentures, but for greater certainty does not include any Noteholder 
Class Action Claim. 

"Noteholder Class Action Clalm" means any Class Action Claim or any other claim (whether 
advanced in a class action proceeding or otherwise), 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 ofNotes. 

"Noteholder Class Action Claimant'' means any Person having or asserting a Noteholder Class 
Action Claim. 

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

"Noteholders" means" collectively, the beneficiru owners ofNotes as of the Distribution Record 
Date, and "Noteholder'' means any one of the Noteholders. 

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

"Notes" means, collectively, the 2013 Notes, the 2014 Notes, the 2016 Notes and the 2017 
Notes. 
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"Officer" means, with respect to SFC or any Subsidiary, anyone who is or was, or may be 
deemed to be or have been, whether by statute, operation of law or otherwise, an officer or de 
facto officer of such SFC Company. 

"Ontario Class Action Plaintiffs" means the plaintiffs in the Ontario class action case styled as 
Trustees of the Labourers' Pension Fund of Central and Eastern Canada et a/ v. Sino-Forest 
Corporation 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. 

"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 Notcholder Class 
Action Claim; or a Class Action Indemn}ty Claim (other than a Class Action Indemnity Claim by 
any of the Third Party Defendants in respect of the Indemnified Noteholder Class Action 
Claims). 

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

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

"Plan" means this Plan of Compromise and Reorganization filed by SFC pursuant to the CCAA 
and the CBCA, as such Plan may be amended, supplemented or restated from time to time in 
accordance with the terms hereof or an Order. 

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

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

r•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: 

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

(I) with respect to any Early Consent Noteholder in relation to all Early Consent 
Noteholders, the proportion of the principal amount of Early Consent Notes 
beneficially owned by such Early Consent Noteholder as of the Distribution 
Record Date in relation to the aggregate principal amount of Early Consent Notes 
held by all Early Consent Noteholders as of the Distribution Record Date; and 

(m) 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 Order, as applicable. 

"Released Claimstl means all of the rights, claims and liabilities of any kind released pursuant to 
sections 7.1 and 7.2 hereof. 

"Released Parties" means, collectively, those Persons released pursuant to sections 7.1 and 7.2 
hereof, but only to the extent so released, and each such Person is referred to individually as a 
"Released Party". 

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

1'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, tetmination, 
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. 

"Retained 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 extent not so permitted, provided that 
any D&O Claim that qualifies as a Non-Released D&O Claim or a Continuing Othe1· D&O 
Claim shall not constitute a Retained D&O Claim. 

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



15 

"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. 

"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, Houlihan Lokey 
Howard & Zukin Capital, Inc., in its capacity as financial advisor to SFC, and Indufor Asia 
Pacific Limited and Stewart Murray (Singapore) Pte. Ltd, in their capacities as forestry advisors 
to SFC. 

"SFC Assets" means all of SFC's right, title and interest in and to all of SFC's properties, assets 
and rights of every kind and description (including all restricted and unrestricted cash, contracts, 
rea1 propetty, receivables or other debts owed to SFC, Intellectual Property, SFC's corporate 
name and all related marks, aH ofSFC'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, and all SFC Intercompany Claims), other than the Excluded SFC Assets. 

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

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

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

"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 Greenheart and its 
direct and indirect subsidiaries, and "Subsidiary" means any one of the Subsidiaries. 

"Subsidiary Intercompany 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 sm1axes, 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. 
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"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 forei_gn state and any political 
subdivision thereof, and any Canadian, United States, Hong Kong, PRC or other government, 
regulatory author1ty, government department, agency, commission, bureau, minister, court, 
tribunal or body or regulation-making entity exercising taxing authority or power, and "Taxing 
Authority" means any one of the Taxing Authorities. 

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

''Transfer Agent" means such other transfer agent as Newco may appoint, with the consent of 
the Monitor and the Initia"l Consenting Noteho1ders. 

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

"Unaffected Claim" means any: 

(a) Claim secured by any of the Charges (provided that, following the discharge of 
the Charges on the Plan Implementation Date, such Claims shall be paid from and 
limited to recovery as against the Administration Charge Reserve or the 
Directors' Char:ge Reserve, as applicable, in accordance with section 4.2(b) 
hereof); 

(b) Government Priority Claim; 

(c) Employee Priority Claim; 

(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 S.FC; 

(t) rights or claims by the Trustees for reasonable outstanding fees and expenses, 
including reasonable legal fees, incmTed by 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; and 

(g) any tr.ade payables that were incurred by SFC (i) after the Filing Date but before 
the Plan Implementation Date; and (ii) in complianco with the Initial Order or 
otber Order issued in the CCAA Proceeding. 
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"Unaffected Claims Reserve" means the cash reserve to be established by SFC on the Plan 
Implementation Date and maintained by the Monitor, in escrow, for the purpose of paying 
cettain Unaffected Claims in accordance with section 4.2 hereof. 

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

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

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

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

"Unresolved Claims Reserve" means the reserve ofNewco Shares, Newco Notes and Litigation 
Trust Interests, if any, to be established pursuant to sections 6.3(i)(ii) and 6.3(q) hereof in respect 
of Umesolved Claims as at the Plan Implementation Date, which reserve shall be held and 
maintained by the Monitor, in escrow, for distribution in accordance with the Plan. 

"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:/lcfcanada.fticonsulting;-com/sfc. 

1.2 Cet·tain Rules of Interpretation 

For the purposes of the Plan: 

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

(b) the divisi(m 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; 

(c) unless the context otherwise requires, words importing the singular shall include 
the p1ural and vice versa, and words importing any gender shall include aJI 
genders; 
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(d) tl1e 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 to" and "including 
but not limited to", so that references to included matters shall be regarded as 
illustrative without being either characterizing or exhaustive; 

(e) unless otherwise specified, all r-eferences 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; 

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

(g) tmless 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 
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 "sectionH 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 sha11 be denominated ·in Canadian dollars and 
all payments and distributions to be made in cash shall be made in Canadian dollars. Any 
Claims or other amounts denominated in a foreign currency shall be conv.erted to Canadian 
dollars at the Reuters closing rate on the Filing Date. 

1.4 Successors and Assigns 

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

1.5 Governing Law 

The Plan shall be governed by and construed in accor-dance with the laws of the Province 
of Ontario and the federal laws of Canada appricable therein. All questions as to the 
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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. 

ARTICLE2 
PURPOSE AND EFFECT OF THE PLAN 

2.1 Purpose 

The purpose of the Plan is: 

(a) 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; 

'(c) to transfer ownership of the SFC Business to Newco, free and clear of all claims 
against SFC and ce1iain 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 Notcholder Class Action Claimants to benefit 
from contingent value that may be derived from litigation claims to be advanced 
by the Litigation Trustee. 

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

2.2 Claims 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 and 
shall be binding on and enure to the benefit of SFC, the Subsidiaries, Newco, 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 liabilities of the Released 
Parties in respect of Unaffected Claims (other than the obligation of SFC to satisfy such 
Unaffected Claims in accordance with section 4.2 hereof) will be fully, finally, irrevocably and 
forever compromised, released, discharged, cancelled and barred pursuant to sections 7.1(a) and 
7.2 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 equitabl·e 
defences or entitlements to set-offs or recoupments against such Unaffectc.d Claims. 
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2.4 Insurance 

Nothing in this Plan shall prejudice, compromise, release, discharge, cancel, bar or 
otherwise affect any right, entitlement or claim of any Person against any insurer in respect of an 
insurance policy or the proceeds thereof. Similarly, 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, provided that any right or entitlement of any insurer to seek 
indemnificaticm from SFC or any Subsidiary (if such a right or entitlement should be found to 
exist at all) shall be subject to the terms of the Claims Procedure Order, including paragraph 17 
thereof, and shall be treated as a Released Claim that is fully, finally, irrevocably and forever 
released, discharged, cancelled and barred as provided for in this Plan. 

2.5 Claims Procedure Order 

For greater certainty, nothing in this Plan revives or restores any right or claim of any 
kind that is barred or extinguished pursuant to the terms of the Claims Procedure Order, provided 
that nothing in this Plan, the Claims Procedure Order or any other Order compromises, releases, 
discharges, cancels or bars any claim against any Person for fraud or criminal conduct. 

ARTICLE3 
CLASSIFICATION, VOTING AND RELATED MATTERS 

3.1 Claims Procedure 

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

3.2 Classification 

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

3.4 Creditors' Meeting 

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

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. 

ART1CLE4 
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 Prov.en Claim shall be entitled to receive the following in 
accordance with the Plan: 

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

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

(c) such Affected Creditor's Pro·Rata share of the Litigation Trust lnterests 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 SPC 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 4.4(c) hereof, shall be paid in full from the 
Unaffected Claims Reserve and limited to recovery against the Unaffected Claims 
Reserve, and Persons with Unaffected Claims sha:ll have no right to, and shall not, 
make any claim or seek any recoveries from any Person in respect of Unaffected 
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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 or the Directors' 
Charge, shall, if billed or invoiced prior to the Plan Implementation Date, .be paid 
prior to the Effective Time and, if billed or invoiced to SFC after the Plan 
Implementation Date, be paid in the ordinary course from the Administration 
Charge Reserve (in the case of claims secured by the Administration Charge) or 
the Directors' Charge Reserve (in the case of claims secured by the Directors' 
Charge), and all Claims secured by the Administration Charge shall be limited to 
recovery against the Administration Charge Reserve and all Claims secured by 
the Directors' Charge shall be limited to recovery against the Directors' Charge 
Reserve, and Persons with Claims secured by the Administration Charge or the 
Directors' Charge shall have no right to, and shall not, make any claim or seek 
any recoveries from any Person in respect of such Claims, other than enforcing 
such Person's right against the Administration Charge Reserve or the Directors' 
Charge Reserve, respectively; and 

(c) in the case of Lien Claims: 

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

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

(iii) upon the satisfaction of a Lien Claim in accordance with sections 4.2(b) 
and 4.4(c) hereof, such Lien Claims shall be fully, finally, in-evocably 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. 
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4.4 Noteholder Class Action Claimants 

(a) All Noteholder Class A-ction 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 Retained 0&0 Claims or Non~Released 
D&O Claims) shaH 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(c) hereof, 
Noteholder Class Action Claimants shall not receive any consideration or 
distributions under the Plan in respect of their Noteholder Class Action Claims. 
Notehoider Class Action Claimants shall not be entitled to attend or to vote on the 
Plan at the Meeting in respect of their Noteholder Class Action Claims. 

(b) Notwithstanding anything to the contrary in section 4.4(a), Notcholder Class 
Action Claims as against the Third Party Defendants are not compromised, 
discharged, released, cancelled or barred, and shall be permitted to continue as 
against such Third Party Defendants and shall not be limited or restricted by this 
Plan in any manner as to quantum or otherwise (including as they relate to the 
j-oint and several liability of Third Parly Defendants for any alleged liability of 
SFC), provided that: 

(i) in accordance with the releases set forth in section 7 .2( e) hereof, the 
collective aggregate amount of all rights and claims assetted or that may 
be asserted against the Third Party Defendants in respect of any such 
Noteholder Class Action Claims for which any such .Persons in each case 
have a valid and enforceable Class A-ction Indemnity Claim against SFC 
(the ''Indemnified Notcholder 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 pennanently and 
forever barred, estopped, stayed and enjoined, on and after the Effective 
Time, fi·om seeking to enforce any liability in respect of the Indemnified 
NotehoJder Class Action Claims that exceeds the Indemnified Noteholder 
Class Action Limit; and 

'(ii) subject to section 4.4(d), 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 determ1ned 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 (inclusive of any defence 
costs incurred by the Third Party Defendants in their defence of the 
Indemnified Noteholder Class Action Claims to the extent that SFC owes 
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a valid and enforceable indemnification obligation to any such Persons in 
respect of such defence costs); and (B) the Indemnified Noteholder Class 
Action Limit. 

(c) Each Noteho-lder Class Action Cla'imant shall be entitled .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. 

(d) Nothing in this Plan impairs, affects or limits in any way the ability of SFC, the 
Monitor or the Initial Consenting Notcholders to seek an Order that Class Action 
Indemnity Claims in respect of Noteholder Class Action Claims should receive 
the same 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. Equi.~y Claimants shall not 
receive any consideration or distributions under the Plan and shall not be entitled to vote on the 
Plan at the Meeting. 

4.6 Claims of the Trustees and Noteholders 

For purposes of this Plan, all claims filed by the Trustees in respect of the Noteholder 
Claims (other than any claims filed by the Trustees in respect of their fees and expenses) 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, fina:Ily, irrevocably and forever 
compromised, released, discharged, cancelled and barred on the Plan Implementation Date as 
against the Subsidiaries pursuant to section 7.1 and 7.2. 

4. 7 Claims of the Third Party Defendants 

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

(a) all such claims against the Subsidiaries shall be fully, finally, irrevocably and 
forever compromised, released, discharged, cancelled and barred on the Plan 
Implementation Date in accordance with section 7.1 and 7.2 hereof; 

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

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

4.8 Defence Costs 

All Claims against SFC for indemnification of defenc~ costs incurred by any Person in 
cormection with defending against Shareholder Claims (as defined in the Equity Claims Order), 
Noteholder Class Action Claims or any other claims of any kind relating to SFC or the 
Subsidiaries ("Defence Costs") shall be treated as follows: 

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

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

(i) if such Defence Costs were incurred in respect of a claim against the 
applicable Person that has been successfully defended and the Claim for 
such Defence Costs is otherwise valid and enforceable against SFC, the 
Claim for such Defence Costs shall be treated as a Proven Claim, provided 
that if 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 C'osts shall be 
treated in the manner set forth in section 4.4(b)(ii) hereof; 

(ii) if such Defence Costs were incurred in respect of a claim against the 
applicable Person that has not been successfully defended or such Defence 
Costs are 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 

(iii) until any such Claim for Defence Costs is detetmined 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 or the Initial Consenting Noteholders to seek an Order that Claims against SFC for 
indemnification of any Defence Costs should receive the same treatment as is afforded to Equity 
Claims under the terms of this Plan. 

4.9 D&O Claims 

(a) All D&O Claims against the Named Directors and Officers (other than Retained 
D&O 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. 

(b) All D&O Claims against the Other Directors and Officers shall not be 
compromised, released, discharged, cancelled or barred by this Plan and shall be 
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permitted to continue as against the applicable Other Directors and/or Officers 
(the "Continuing Other D&O 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. 

(c) AU D&O Indemnity Claims and any other rights or claims for indemnification 
held by the Named Directors and Officers shall be deemed to have no value and 
shaH be fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled and barred without consideration on the Plan Implementation Date, 
except that any such D&O Indemnity Claims for Defence Costs shall be treated in 
accordance with section 4.8 hereof and any claims for indemnification held by the 
Named Directors and Officers properly the subject of the Directors' Charge, if 
any, shall be limited to the Directors' Charge Reserve. 

(d) All D&O Indemnity Claims and any other rights or claims for indemnification 
held by the Other Directors andlor 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 shaH be treated in the manner set 
forth in section 4.4(b)(ii) hereof. 

(e) All Retained D&O Claims shall not be compromised, released, discharged, 
cancelled or barred by this Plan, provided that any Retained D&O Claims against 
the Named Directors and Officers shall be limited to recovery against any 
insurance proceeds payable in respect of such Retained D&O Claims pursuant to 
insurance policies held by SFC., and Persons with any such Retained D&O Claims 
against the 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 or Newco), other than enforcing such Persons' rights against SFC 
to .be paid from such insurance pmceeds. 

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

(g) Notwithstanding anything to the contrary herein, from and after the Plan 
Implementation Date, a Person may commence an action for a Non-Released 
D&O Claim only if such Person has first obtained (i) the consent of the Monitor 
or (ii) leave of the Court on notice to the applicable Directors and Officers, SFC, 
the Monitor .• the Initial Consenting Noteholders and any applicable insurers. 
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4.10 Intercompany Claims 

All SFC Intercompany Claims shall be deemed to be assigned by SFC to Newco on the 
Plan Implementation Date pursuant to section 6.3(k) hereof. Newco shall assume the obligations 
of SFC to the applicable Subsidiaries .and Oreenheart in respect of all Subsidiary Intercompany 
Claims on the Plan Implementation Date pursuant to 6.3(k) hereof. Notwithstanding anything to 
the contrary herein, Newco shall be liable to the applicable Subsidiaries and Greenheart for the 
Subsidiary Intercompany Claims from and after the Plan Implementation Date, and the 
applicable Subsidiaries and Greenheart shall be liable to Newco for the 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 Greenheatt's 
direct and indirect subsidiaries. 

4.11 Entitlement to Litigation Trust Interests 

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

(i) the Affected Creditors shall be co1lectively 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 
6.3 hereof and shall be recorded by the Litigation Trustee in its registry of 
Litigation Trust Interests. 

(b) Notwithstanding anything to the contrary in section 4.11(a) hereof, if any of the 
Noteholder Class Action Claims against any of the Third Party Defendants are 
fmally resolved (Whether by final judgment, settlement or any other binding 
means of resolution) within two years of the Plan Implementation Date, then the 
Litigation Trust Interests to which the applicable Noteholder Class Action 
Claimants would otherwise have been entitled in respect of such Noteholder Class 
Action Claims pursuant to section 4.ll(a)(ii) hereof (based on the amount 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 Multiple Affected Claims 

On the Plan Implementation Date, any and all liabilities for and guarantees and 
indemnities of the payment ot· performance of any Affected Claim, Unaffected Claim, Retained 
D&O 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, Retained D&O Claim, Continuing Other D&O Claim or Non~Releascd D&O 
Claim by Newco, 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 
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payment or performance of any such Affected Claim, Unaffected Claim, Retained D&O Claim, 
Continuing Other D&O Claim or Non-Released D&O Claim against any Subsidiary or Newco. 

4.13 Interest 

Subject to section 10.4 hereof, interest shall not accrue or be paid on Affected Claims on 
or after the Filing Date, and no holder of an Affected Claim shall be entitled to interest accruing 
on or after the Filing Date. 

4.14 Existing Shares 

Holders of Existing Shares and Equity Interests shall not receive any consideration or 
distributions under the Plan in respect thereof and shall not be entitled to vote on the Plan at the 
Meeting. Unless otherwise agreed between the Monitor, SFC and the Initial Consenting 
Noteholdcrs, all Existing Shares and Equity Interests shall be fully, finally and irrevocably 
cancelled in accordance with and at the time specified in section 6.4 hereof. 

ARTICLES 
DISTRIBUTION MECHANICS 

5.1 Letters of Instruction 

In order to issue: 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 Ordinaxy Affected Creditors with Proven Claims or Unresolved 
Claims: 

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

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

(iii) any such Ordinary Affected Creditor that does not return a Letter of 
Instruction to the Monitor in accordance with section 5.l(a)(ii) shall be 
deemed to have requested that such Ordinary Affected Creditor's Newco 
Shares and Newco Notes be registered or distributed, as applicable, in 
accordance with the information set out in such Ordinary Affected 
Creditor's Proof of Claim; and 
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(b) with respect to Early Consent Noteholdcrs: 

(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 lnstruction 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 
detetmine; and 
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(iii) any such Early Consent Noteholder that does not return a Letter of 
Instruction to the Monitor in accordance with section 5.l(b){ii) shall be 
deemed to have requested that such Early Consent Noteholder's Newco 
Shares be distributed or registered, as applicable, in accordance with the 
infonnation as confirmed by the Monitor on or before the Distribution 
Record Date. 

5.2 Distribution Mechanics with respect to Newco Shares and Ncwco Notes 

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

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

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

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

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

(A) the munber of Newco Shares that each such Ordinary Affected 
Creditor would have been entitled to receive in accordance with 
section 4.l(a) hereof had such Ordinary Affected Creditor's 



30 

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

(iii) in respect of the Noteholders: 

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

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

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

(iv) in respect of Early Consent Notehoiders, the number ofNewco Shares that 
each such Early 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 Noteholders shall: (A) indicate the 
registration and delivery details of each applicable Ordinary Affected Creditor 
and Early Consent Noteholder based on the information prescribed in section 5.1; 
and (B) specify the number of Newco Shares and, in the case of Ordinary 
Affected Creditors, the amount of Newco Notes to be issued to each such Person 
on the applicable Distribution Date. The direction delivered by the Monitor in 
respect of the Noteholders shall: (C) indicate that the registration and delivery 
details with respect to the number ofNewco Shares and amount ofNewco Notes 
to be distributed to each Noteholder will be the same as the registration and 
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delivery details in effect with respect to the Notes held by each Noteholder as of 
the Distribution Record Date; and (D) specify the number of Newco Shares and 
the amount of Newco Notes to be issued to each of the Trustees for purposes of 
satisfying the entitlements of the 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 Monitor, 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 to the Monitor for that purpose. 

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

(i) instruct the Transfer Agent to record in the Direct Registration Account of 
each applicable Ordinary Affected Creditor and each Early 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 
to each such Person, and the Monitor and/or Newco shaH send or cause to 
be sent to each such Ordinary Affected Creditor and Early Consent 
NotehoJder a Direct Registration Transaction Advice based on the delivery 
information as determined pursuant to section 5.1; and 

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

(A) if the Newco Shares and/or Newco Notes are DTC eligible, the 
Monitor and/or Newco shall instruct the Transfer Agent to 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 distl'ibute such Newco Shares and Newco Notes to 
the applicable Noteholders, in the applicable amounts, through the 
facilities of DTC; and 

{B) if the Newco Shares and/or Newco Notes are not DTC eligible, the 
Monitor and/or Newco shall instruct the Transfer Agent to register 
the applicable Newco Shares and/or Newoo Notes in the Direct 
Registration Accounts of the applicable Noteholders pursuant to 
the registration instructions provided by the Trustees, and the 
Trustees shall: (A) provide the Transfer Agent with such 
registration instructions as are necessary to ensure that such Newco 
Shares and/or Newco Notes, in the applicable amounts, are 
registered in the Direct Registration Accounts of the applicable 
Noteholders; and (B) send or cause to be sent to each Noteholder a 
Direct Regis1ration Transaction Advice based on the registration 
and delivery information as determined pursuant to section 5.1 . 
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(c) If the registers for the Newco Shares and/or Newco Notes are not maintained by 
the Transfer Agent in a direct registration system, Newco shall prepare and 
deliver to the Monitor, and the Monitor shall promptly thereafter, on the Initial 
Distribution Date or any subsequent Distribution Date, as applicable: 

(i) deliver to each Ordinary Affected Creditor and each Early Consent 
Noteholder Newco Share Certificates and, in the case of Ordinary 
Affected Creditors, Newco Note Certificates representing the applicable 
number ofNewco Shares and the applicable amount ofNewco Notes that 
are to be distributed to each such Person; and 

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

(A) if the Newco Shares and/or Newco Notes are DTC eligible, the 
Monitor and/or Ncwco 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 Noteholdcrs on 
such Distribution Date, and the Trustees .shall distribute such 
Newco Shares and Newco Notes to the applicable Noteholders, in 
the applicable amounts, through the facilities ofDTC; and 

(B) if the Newco Shares and/or Newco Notes are not DTC eligible, the 
Monitor and/or Newco shall distribute to the applicable Trustees, 
Newco Share Certificates and/or Newco Note Certificates 
representing the aggregate of aU 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 
amoWlts, directly to the applicable Noteholders. 

5.3 Allocation of Litigation Trust Interests 

The Litigation Trustee shall administer the Litigation Trust Claims and the Litigation 
Funding Amount for the benefit of tl1e Persons that are entitled to the Litigation Trust Interests 
and shall maintain a registry of such Pet·sons as follows: 

(a) with respect to Affected Creditors: 

(i) the Litigation Trustee shalJ maintain a record of the amount of Litigation 
Trust Interests that each Ordinary Affected Creditor is entitled to receive 
in accordance with sections 4, l(c) and 4.11(a) hereof, 

(ii) the Litigation Trustee shall maintain: (i) a record of tl1e aggregate amount 
of all Litigation Trust Interests to which the Noteholders are entitled in 
accordance with sections 4.1(c) and 4.1 I(a) hereof; and (ii) a record of the 
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amount of Litigation Trust Interests to which each individual Noteholder 
is entitled in accordance with section 4.1(c) hereof; and 

(iii) with respect to any Litigation Trust Interests to be allocated in respect of 
the Unresolved Claims Reserve, the Litigation Trustee shall record such 
Litigation Trust Interests in the name of the Monitor, for the benefit of the 
Persons entitled thereto in accordance with this Plan, which shall held by 
the Monitor in escrow until released and distributed unless and until 
otherwise directed by the Monitor in accordance with this Plan; 

(b) with respect to the Noteho1der Class Action Claimants, the Litigation Trustee 
shall maintain a record of the aggregate of all Litigation Trust Interests that the 
Noteholder Class Action Claimants are entitled to receive pursuant to sections 
4.4( c) and 4.11 (a) hereof, provided that such record shall be maintained in the 
name of the Noteholdcr 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 arc 
cancelled in accordance with section 4..1 I (b) hereof, the Litigation Trustee shall 
record such cancellation in its registry of Litigation Trust Interests. 

5.4 Treatment of Undeliverable Distributions 

If any distribution under sections 5.2 is undeliverable (an "Undeliverable 
Distribution"), it shall be returned to the Monitor, 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 until SFC and 
the Monitor are notified by the applicable Person of its current address, at which time all such 
distributions shall be made to such Person. All claims for Undeliverable Distributions must be 
made on or before the date that is she months following the fina1 Distribution Date, after which 
date the right to receive distributions under this Plan in respect of such Undeliverable 
Distributions shall be fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled and barred, without any compensation therefore, notwithstanding any federal, state or 
provincial laws to the contrary, at which time any such Undeliverable Distributions held by the 
Monitor shall, be deemed to have been gifted by the owner of the Undeliverable Distribution 
gifted to Newco without consideration, and, in the case of Newco Shares, Newco Notes and 
Litigation Trust Intel'ests, shall be cancelled by Newco and the Litigation Trustee, as applicable. 
Nothing contained in the Plan shall require SFC, the Monitor 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 shall be 
deemed made when delivered to the applicable Trustee 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 undel' the Plan in respect of such Unresolved Claim or any 
portion thereof unless and until such Unresolved Claim becomes a Proven Claim. 
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(b) Distributions in respect of any Unresolved Claim in existence at the Plan 
Implementation Date will be held in escrow by the Monitor in the Unresolved 
Claims Reserve until settlement or final determination of the Unresolved Claim in 
accordance with the Claims Procedure Order, the Meeting Order or this Plan, as 
applicable. 

(c) To the extent that Unresolved Claims become Proven Claims or are finally 
disallowed, the Monitor 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 Monitor shall 
release from escrow and deliver to such Affected Creditor that number of 
Newco Shares. Newco Notes and Litigation Tr.ust 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 Monitor ·shall release 
from escrow and deliver to all Affected Creditors with Proven Claims the 
number ofNewco Shares, Newco Notes and Litigation Trust Interests (and 
any income or proceeds therefrom) that had been reserved in the 
Unresolved Claims Reserve for such Affected Creditor whose Umesolved 
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. 

(d) As soon as practicable following the date that all Unresolved Claims have been 
finally resolved and any required distributions contemplated in section S.S(c) have 
been made, the Monitor shall distribute (or in the case of Litigation Trust 
Interests, cause 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. 

(e) During the time that Newco Shares, Ncwco Notes and/or Litigation Trust Interests 
are held in escrow in the Uruesolved Claims Reserve, any income or proceeds 
received thercfi·om or accruing thereon shall be added to the Unresolved Claims 
Reserve by the Monitor and no Person shaH 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) 
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in accordance with :section 5.5(c) and 5.5(d) hereof, at which time the recipient 
thereof shall be entitled to any applicable income or proceeds therefrom. 

(f) The Monitor may, in its sole discretion, cause an affiliate of the Monitor to hold 
and administer the Unresolved Claims Reserve at any time and from time to time, 
provided that any actions taken by such affiliate of the Monitor shall be in 
accordance with the Plan and the Monitor shall remain responsible for al'l 
activities and actions of such affiliate with respect to its administration of the 
Unresolved Claims Reserve. 

5.6 Tax Refunds 

Any input tax credits or tax refunds received by SFC after the Effective Time shall be 
paid into the Monitor's .PGst-Implementation Reserve and shall be treated in the same manner as 
cash held in the Monitor's Post-Implementation Reserve. If any such tax credits or tax refunds 
become payable to SFC after the final payments from the Monitor's Post-Implementation 
Reserve have been made, such input tax credits and tax refunds shall be paid directly by, or on 
behalf of, SFC to Newco without consideration. 

5.7 Final Distributions from Reserves 

(a) If there is any cash remaining in: (i) the Unaffected Claims Reserve on the date 
that all Unaffected ·Claims have been finally paid or otherwise discharged; (ii) the 
Administration Charge Reserve an the date that all Claims secured by the 
Administration Charge have been finally paid or otherwise discharged; and/ or 
(iii) the Directors' Charge Reserve on the date that all claims secured by the 
Directors' Char.ge have been finally paid or otherwise discharged, the Monitor 
shall, in each case, forthwith transfer all such remaining cash to the Monitor's 
Post-Implementation Reserve. 

(b) The Monitor will not terminate the Monitor's Post-Implementation Reserve prior 
to the termination of each of the Unaffected Claims Reserve, the Administration 
Charge Reserve and the Directors' Charge Reserve. The Monitor may, at any 
time, from time to time and at its sole discretion, release amounts from the 
Monitor's Postwimplementation Reserve to Newco. Once the Monitor has 
determined that the cash remaining in the Monitor's Post-Implementation Reserve 
is no longer necessary for administering SFC, the Monitor shall forthwith transfer 
any such remaining cash to Newco. 

5.8 Other Payments and Distributions 

All other payments and distributions to be made pursuant to this Plan shall be made in the 
manner described in this Plan, the Sanction Order or any other Order, as applicable. 

5.9 Note Indentures to Remain in Effect Solely for Purpose of Distributions 

Following completion of the steps in the sequence set forth in section 6.3, all debentures, 
indentures, notes (including the Notes), certificates, agreements, invo·ices and other instrwnents 
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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 ihe Plan Implementation Date and shall not 
continue beyond the Plan Implementation Date. Notwithstanding the foregoing and anything to 
the contrary in section 6.3 hereof> 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 Disttibution Date and each subsequent Distribution Date thereafter and 
to maintain all of the protections afforded to the Trustees as against the Noteholders under the 
applicable Note Indentures, including their lien rights with respect to any distributions under this 
Plan, until all distributions provided for heretmder have been made to the Noteholders. 

5.10 Assignment of Claims for D.istribution 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 the Monitor shall be obliged to make distributions to any such transferee or assignee or 
otherwise deal with such 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 assigrunent 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 tlie Monitor may agree, failing which the 
original transferor shalt have a:ll applicable rights as the "Ordinary Affected Creditor" with 
respect to such Affected Claim as if no transfer of the Affected Claim had occurred. Thereafter, 
such transferee or assignee shall, for all pUl'poses in accordance with this Plan, constitute an 
Ordinary Affected Creditor and shall be bound by any and all notices previously given to the 
t&·ansferor 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 ofNotes 
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 assigmnent occurs after the Distribution Record Date, SFC and its agents 
shall have no 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. 
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5.11 Withholding Rights 

SFC, Newco, the Monitor, the Litigation Trustee and/or any other Person makiQg a 
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 made, provided that such amotmts arc 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 reasonably possible, the payor shall not be required to make 
such excess payment until the Person has d.irectly satisfied any such withholding obligation and 
provides evidence thereof to the payor. 

5.12 Fractional Interests 

No fractional interests ofNewco Shares or Newco Notes ("Fractional Interests") will be 
issued under this Plan. Recjpients ofNewco Shares or Newco Notes will have their entitlements 
adjusted downwards to the nearest whole number of Newco Shares or Newco Notes, as 
applicable, to eliminate any such Fractional Interests and no compensation will be given for the 
Fractional Interest. 

ARTICLE6 
RESTRUCTURING TRANSACTION 

6.1 Corporate Actions 

The adoption, execution, delivery, implementation and consummation of all matters 
contemplated under the Plan involving corporate action of SFC will occur and be effective as of 
the Plan Implementation Date, other than such matters occurring on the Equity Cancellation Date 
which will occur and be effective on such date, and in either case will be authorized and 
approved under the Plan and by the Court, where appropriate, as part of the Sanction Order, in all 
respects and for all purposes without ·any requirement offurther 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 t'Osolution or special resolution and no shareholders' 
agreement or agreement between a shareholder and another Person limiting in any way the right 
to vote shares held by such shareholder or shareholders with respect to any of the steps 
contemplated by the Plan shall be deemed to be effective and shall have no force and effect, 
provided that, subject to sections 10.6 and 10.7 hereof, where any matter expressly require.s the 
consent or approval .of SFC, the Initial Consenting Noteholders or SFC's board of dhectors 
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pursuant to this Plan, such consent or approval shall not be deemed to be given unless actually 
gtven. 

6.2 Incorporation ofNewco 

Newco shall be incorporated prior to the Plan Implementation Date. Newco shall be 
authorized to issue an unlimited number ofNewco 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 tbe Monitor, as the sole shareholder ofNewco, and the Monitor shaH be deemed 
to hold the Newco Share in escrow for the benefit of those Persons entitled to receive 
distributions of Newco Shares and Newco Notes under the Plan. For greater certainty, the 
Monitor shall not hold such Newco Share as a,gent 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 6.3 hereof. 

6.3 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 (g) (Cash Payments) shall occur 
simultaneously and steps (s) to (v) (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 
Notcholders may agr.ee): 

Cash Payments and Satisfactiott of Lien Claims 

(a) SFC shall pay required funds to the Monitor for the purpose of funding the 
Unaffected Claims Reserve, and the Monitor shall hold and administer such funds 
in trust for the purpose of paying the Unaffected Claims pursuant to the Plan. 

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

(c) SFC shall pay tbe required funds to the Monitor for the purpose of funding the 
Directors' Charge Reserve, and the Monitor shall hold and administer such funds 
in trust for the purpose of paying the Unaffected Claims secured by the Directors' 
Charge. 

(d) 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. 
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(e) SFC shall pay to the Noteholder Advisors each such Person's respective portion 
of the Expense Reimbursement. 

(f) SFC shall pay all fees and expenses owing to each of the SFC Advisors, Chand-ler 
Fraser Keating Limited and Spencer Stuart. 

(g) The Lien Claims shall be satisfied in accordance with section 4.2(c) hereof. 

Tra11saction Steps 

(h) All accrued and unpaid interest owing on, or in respect of, or as part of, Affe.cted 
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 bruTed 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. 

(i) All of the Affected Creditors shall be deemed to assign, transfer and convey to 
Newco all of their Affected Creditor Claims, and from and after the occurrence of 
this step, Newco shall be the legal and beneficial owner of all Affected Creditor 
Claims. In consideration for the assignment, transfer and conveyance of the 
Affected Creditor Claims to Newco: 

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

(A) 

(B) 

(C) 

(D) 

(E) 

Newco shall issue to each applicable Affected Creditor the number 
of Newco Shares that each such' Affected Creditor is entitled to 
receive in accordance with section 4.1(a) hereof; 

Newco shall issue to each applicable Mfected Creditor the amount 
of Newco Notes that each such Affected Creditor is entitled to 
receive in accordance with section 4.1 (b) hereof; 

Newco shall issue to each of the Early Consent Noteholders the 
number ofNewco Shares that each such Early Consent Noteholder 
is entitled to receive pursuant to section 4.3 hereof; 

such Affected Creditors shall be entitled to receive out of escrow 
the Litigation Trust Interests to be acquired by Newco in section 
6.3(p) hereof, following the establishment of the Litigation Trust; 

such Affected Creditors shall be entitled to receive, at the time or 
times contemplated in sections 5.5(c) and 5.S(d) hereof, the Newco 
Shares, Newco Notes and Litigation Trust Interests that are 
subsequently distributed to Affected Creditors with Proven Ch\ims 
pursuant to sections 5.5(c) and 5.5(d) hereof (ifany), 
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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 Umesolved Claims as at 
the Effective Time~ Newco shall issue in the name of the Monitor, 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 lnterests acquired by 
Newco in section 6.3(p) and assigned to and registered in the nam~ of the 
Monitor in accm·dancc with section 6..3(q) shall comprise part of the 
Unresolved Claims Reserve and the Monitor 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. 

G) SFC shall be deemed to assign, transfer and convey to Newco all shares and other 
equity interests 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 (all such shares and other equity interests being the "Direct Subsidiary 
Shares") for a purchase price equal to the fair market value of the Direct 
Subsidiary Shares and, in consideration therefor, Newco shall be deemed to pay to 
SFC consideration equal to the fair market value of the Direct Subsidiary Shares, 
which consideration shall be comprised of a U.S. dollar denominated demand 
non-interest-bearing promissory note issued to SFC by Newco jn an amount equal 
to the fair market value of the Direct Subsidiary Shares (the ~'Newco P.romissory 
Note r'). At the time of such assigrunent~ transfer and conveyance, all prior 
rights that Newco had to acquire the Direct Subsidiary Shares, under the Plan or 
otherwise, shall cease to be outstanding. 

(k) If the Initial Consenting Noteholders and SFC agree, there will be a 'Set~off of any 
SFC lnterco~pany 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 ofboth 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. 

(1) SFC shall be deemed to assign, transfer and convey to Newco all SFC 
Intercompany Claims 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; and (ii) if the fair market value of the SFC 
Intercompany Claims exceeds the fair market value of the Subsidiary 
Intercompany Claims, Newco shall issue to SFC a U.S. dollar denominated 
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demand non-interest-bearing promissory note in an amount equal to such excess 
(the "Newco Promissory Note 2"). 

(m) SFC shall be deemed to assign, transfer and convey to Newco all other SFC 
Assets excluding the Litigation Funding Amount, Newco Promissory Note 1 and 
Newco Promissory Note 2 (namely, all SFC Assets other than the Direct 
Subsidiary Shares and the SFC Intercompany Claims (which shall have already 
been transferred to Newco in accordance with sections 6.3U) and 6.3(k) hereof), 
the Litigation Funding Amount, Newco Promissory Note 1 and Newco 
Promissory Note 2) 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 .thlr 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 Nowco in an amount equal to 
the fair market value of such other SFC Assets (the "Ncwco Promissory Note 
3"). 

(n) SFC shall establish the Litigation Trust and shall contribute the Litigation 
Funding Amount to the Litigation Trustee for the benefit of the Litigation Trust. 
Immediately thereafter, SFC, the Subsidiaries and the Trustees (on behalf of the 
Noteholders) shall be deemed to convey, transfer and assign to the Litigation 
Trustee all of their respective rights, title and interest in and to the Litigation Trust 
Claims. 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. 

(o) The Litigation Trust shall be deemed to be effective from the .time that it is 
established in section 6.3(n) hereof. Initially, ali of the Litigation Trust Interests 
shall be held by SFC. bnmediately 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. 

(p) SFC shall settle and discharge the Affected Creditor Claims by assigning Newco 
Promissory Note 1, Newco Promissory Note 2 and Newco Promissory Note 3 
(collectively, the "Newco Promissory Notes") and the remaining Litigation Trust 
Interests held by SFC to Newco. Such assigmnent 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 and the fair market value of the Litigation Trust 
Interest~ 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 Ncwco in respect of the Affected Creditor Claims, 
and all of Newco'·s rights against SFC of any kind in respect of the 



42 

Affected Creditor Claims shall thereupon be fully, finally, irrevocably and 
forever compromised, released, discharged and cancelled; and 

(ii) SFC shall be deemed to discharge and release Newco of and from all of 
Newco's obligations to SFC in respect of the Newco Promissory Notes, 
and the Newco Promissory Notes and all of SFC's rights against Newco in 
respect thereof shall thereupon be fully, fmaJly, irrevocably and forever 
released, discharged and cancelled. 

( q) Newco shall cause a portion of the Litigation Trust Interests it acquired in section 
6.3(p) hereof to be assigned to and registered in the name of the Affected 
Creditors with Proven Claims as contemplated in section 6.3(i), 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 
Claims if such Unresolved Claims had been Proven Claims at the Effective Time 
shall be assigned and registered by the Litigation Trustee to the Monitor and in 
the name of the Monitor, 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. 

(r) Subject to section 5.9 hereof, all debentures, indentures, notes, certificates, 
agreements, invoices, guarantees, pledges and other instruments evidencing 
Affected Claims, including the Notes and the Note Indentures, will not entitle any 
holder thereof to any compensation or participation other than as expressly 
provided for in the Plan and shall be cancelled and will thereupon he 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. 

Releases 

(s) Newco 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 Retained D&O Claim; any Continuing Other D&O Claim; any Non­
Released D&O Claim; any Class Action Claim; any Class Action J.ndemnity 
Claim; any right or claim in connection with or liability for the Notes or the Note 
Indentures; any guarantees, indemnities, share pledges or Encumbrances relating 
to the Notes or the Note Indentures; any right or claim in connection with or 
liability for the Existing Shares or other Equity Interests or any other securities of 
SFC; any rights or claims of the Third Party Defendants relating to SFC or the 
Subsidiaries; any right or claim in connection with or liability for the RSA, the 
Plan, the CCAA Proceedings, the Restructuring Transaction, the Litigation Trust, 
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the business and affairs of SFC and the Subsidiaries (whenever or however 
conducted), the administration and/or management of SFC and the Subsjdiaries, 
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 6.3(k) hereof. 

(t) Each of the Charges shall be discharged, released and cancelled. 

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

(v) 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. 

6.4 Cancellation of Existing Shares and Notes 

Unless other·wise agreed between the Monitor; SFC and the Initial Consenting 
Noteholders> on the Equity Cancellation Date all Existing Shares and Equity Interests shall be 
fully, finally and irrevocably cancelled> and the following steps will be implemented pursuant to 
the Plan as a plan of reorganization under section 191 of the CBCA, to be effected by articles of 
reorganization to be filed by SFC. subject to the receipt of any required approvals from the 
Ontario Securities Commission with respect to the trades in securities contemplated by the 
following: 

(a) SFC will create a new class of common shares to be called Class A common 
shares that are equivalent to the cun·ent Ex'isting Shares except that they carry two 
votes per share; 

(b) 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 boat·d of 
directors of SFC; 

(c) prior to the cancellation of the Existing Shares, SFC will issue for nominal 
consideration one Class A common share of SFC to the SFC Continuing 
Shareholder; 

(d) SFC will cancel the Existing Shares for no consideration· on the Equity 
Cancellation Date; and 

(e) SFC will apply to Canadian securities regulatory authorities for SFC to cease to 
be a reporting issuer effective on the Equity Cancellation Date or as soon as 
possible thereafter. 
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6.5 Transfers and Vesting F.ree and Clear 

(a) All of the SFC Assets (including for greater certainty the Direct Subsidiary 
Shares, the SFC Intercompany Claims and all other SFC Assets assigned; 
transferred and conveyed to Newco pursuant to section 6.3) shall be deemed to 
vest absolutely in Newco, free and clear of and from any and all Charges, Claims 
(including, notwithstanding anything to the contrary herein, any Uaaffected 
Claims), D&O Claims, D&O Indemnity Claims, Retained D&O Claims, 
Continuing Other D&O Claims, Non~Released D&O Claims, Affected Claims, 
Class Action Claims, Class Action Indemnity Claims, claims or rights of any kind 
in respect of the Notes or the Note Indentures, and any right or claim that is based 
in whole or in part on facts, underlying transactions, causes of action or events 
relatin,g 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. For greater certainty, with respect to 
the Subsidiaries, Grccnheart and Greenheart's direct and indirect subsidiaries: (i) 
the vesting free and clear in Newco and the expun,ging and discharging that 
occurs by operation of this paragraph shall only apply to SFC's ownership 
interests in the Subsidiaries, Grecnheart and Greenheart's subs1diaries; and (ii) 
except as provided for in the Plan (including this section 6.5(a) and sections 
4.9(g), 6.3(k), 6.3(1), 7..1 and 7.2 hereof) and the Sanction Order, the assets, 
liabilities, business and property of the Subsidiaries, Greenheart and Greenheart's 
direct and indirect subsidiaries shall remain unaffected by the Restructuring 
Transaction. 

(b) Any issuance, 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 cleal' 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, Retained D&O Claims; Continuing Other 0&0 Claims, Non~Released 
D&O Claims; Class Action Claims, Class Action Indemnity Claims, claims or 
rights of any kind in respect ofthe 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 Restl'Ucturing Transaction, the CCAA Proceedings 
or any of the foregoing, and any guarantees or indemnities with respect to any of 
the foregoing. For greater certainty, with respect to the Subsidiaries, Greenheart 
and Greenheart's direct and indirect subsidiaries: (i) the vesting free and clear in 
Newco 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 6.5(a) and sections 4.9(g), 6.3(j), 6.3(k), 7.1 and 7.2 hereof) 
and the Sanction Order, the assets, liabilities, business and property of the 



45 

Subsidiaries, Greenheart and Oreenheart's direct and indirect subsidiaries shall 
remain unaffected by the Restructuring Transaction. 

7.1 General Plan Releases 

ARTICLE7 
RELEASES 

(a) Subject to section 7.1(b) hereof, on the Plan lmplementation Date, SFC, the 
Subsidiaries, Newco, the Named Directors and Officers of SFC and/or any of the 
Subsidiaries, the directors and officers of Newco, the Noteholder.s, members of 
the ad hoc committee ofNoteholders, the Trustees, the Monitor, FTI i-IK, counsel 
for the Directors of SFC, counsel for the Monitor, the SFC Advisors, the 
Noteholder Advisors, and each and every present and former affiliate, subsidiary, 
director, officer, member (including members of any committee or governance 
council), prutner or emp"loyee of any of the foregoing, shall be fully, finally, 
irrevocably and forever released and discharged from any and all demands, 
claims, actions, causes of action, counterclaims, suits, debts, sums of money, 
accounts, covenants, damages, judgments, orders, .including 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 Pe.rson may be entitled 
to assert (including any and all Affected Claims_, Unaffected Claims, Retained 
D&O Claims, Continuing Other D&O Claims, Non-Released D&O Claims, Class 
Action Claims, Class Action Indemnity Claims and any guarantees, indemnities, 
claims for contribution or Encumbrances with respect thereto), whether known or 
unknown, matured or urunatured, direct, indirect or derivative, foreseen or 
unforeseen, existing or hereafter arising, based in whole or in part on any act, 
omission, transaction, duty, responsibility, indebtedness, liability, obligation, 
dealing or other occurrence existing or taking place on or prior to the Plan 
Implementation Date (or, with respect to actions taken pursuant to the Plan after 
the Plan Implementation Date, the date of suc·h actions) that are in any way 
relating to, for, ruising out of or in connection with any: Affected Claims; 
Unaffected Claims; Retained 0&0 Claims; Continuing Other D&O Claims; Non­
Released D&O Claims; Class Action Claims; the Notes or the Note Indentures; 
any guarantees, indemnities, claims for contribution, share pledges or 
Encumbrances related to the Notes or the Note Indentures; the Existing Shares; 
the RSA; the Plan; the CCAA Proceedings; 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; or the 
Subsidiaries, and any and all claims arising out of such actions or omissions shall 
be fully, finally, irrevocably and forever waived, compromised, released, 
discharged, cancelled and barred to the fullest extent permitted by Applicable 
Law. 
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(b) Notwithstanding anything to the contrary in section 7.1(a) or section 7.2 hereof, 
nothing in this Plan shall waive, compromise, release, discharge, cancel or bar any 
of the following: 

(i) SFC of its obligations under the Plan and the Sanction Order; 

(ii) SFC from or in respect of any Unaffected Claims (provided that recourse 
against SFC in respect of Unaffected Claims sha11 be limited in the manner 
set out in section 4.2 hereof); 

(iii) any Directors or Officers of SFC or the Subsidiaries from any Non~ 
Released D&O Claims or any Retained D&O Claims, provided that 
recourse against the Named Directors or Officers of SFC in respect of any 
Retained D&O Claims shall be limited in the manner set out in section 
4.9(e) hereof; 

(iv) 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; 

(v) 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 A-ction 
Limit pursuant to section 4.4(b )(i) heroof and the releases set out in 
section 7.2(e) hereof and the injunctions set out in section 7.3 hereof; 

(vi) Newco from any liability to the applicable Subsidiaries in respect of the 
Subsidiary futercompany Claims assumed by Newco pursuant to section 
6.3(k) hereof; 

(vii) the Subsidiaries from any liability to Newco in respect of the SFC 
Intercompany Claims conveyed to Newco pursuant to section 6.3(k} 
hereof; 

(viii) SFC of or from any investigations by or non-monetary remedies of the 
Ontario Securities Commission, pmvided that, for greater certainty, all 
monetary rights, claims or remedies of the Ontario Securities Commission 
against SFC shall be treated as Affected Creditor Claims in the manner 
described in section 4.1 hereof and released pursuant to sections 7.1 (a) and 
7.2(b) hereof; 

(ix) 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 7.2(g) hereof; 
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(x) insurers from their obligations under insurance policies; and 

(xi) any Released Party for fraud or criminal conduct. 

7.2 Specific Plan Releases 

Without limiting the generality of section 7.1 hereof, and subject to 7.1(b) hereof, all of 
the following shall be fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled and barred on the Plan Implementation Date: 

(a) all Affected Claims, including all Affected Creditor Claims, Equity Claims, D&O 
Claims (other than Reta:ined D&O Claims, Continuing Other D&O Claims and 
Non-Released D&O Claims), D&O Indemnity Claims (except as set forth in 
section 7.2(-d)) and Noteholder Class Action Claims (other than the Continuing 
Noteholder Class Action Claims against the Third Party Defendants); 

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

(c) all Class Action Claims (including the Noteholder Class Action Claims) against 
or in respect of SFC; the Subsidiaries or the Named Directors or Officers of SFC 
or the Subsidiaries (other than Class Action Claims that are Retained D&O 
Claims or Non-Released D&O Claims); 

(d) all Class Action Indemnity Claims (including related D&O Indemnity Claims), 
other ·than any Class Action Indemnity Claim by the Third Party Defendants 
against SFC in respect of the Indemnified Noteholder Class Action Claims 
(including any D&O Indemnity C1aim in that respect), which shall be limited to 
the Indemnified Noteholder Class Action Limit pursuant to the releases set out in 
section 7.2(t) hereof and the injunctions set out in section 7.3 hereof; 

(e) any portion or amount of or liability of the Third Party Defendants for the 
Indemnified Noteholder Class Action Claims (on a collective, aggregate basis in 
reference to all Indemnified Noteholder Class Action Claims together) that 
exceeds the Indemnified Noteholder Class Action Limit; 

(f) any portion or amount of, 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 to the extent that such Class Action Indemnity 
Claims exceed the Indemnified Noteholder Class Action Limit; and 

(g) any and all claims or rights of any kind against the Subsidiaries or liabilities of the 
Subsidiaries for or in connection with: any Claim (including, notwithstanding 
anything to the contrary herein, any Unaffected Claim); any Affected Claim 
(including any Affected Creditor Claim, Equity Claim, D&O Claim, D&O 
Indemnity Claim and Noteholder .Class Action Claim); any Retained D&O Claim; 
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any Continuing Other D&O Claim; any Non-Released D&O Claim; any Class 
Action Claim; any Class Action Indemnity Claim; any right or claim in 
connection with or liability for the Notes or the Note Indentures; any guarantees, 
indemnities, share pledges or Encumbrances relating to the Notes or the Note 
Indentures; any right or claim in connection with or liability for the Existing 
Shares, Equity Interests or any other securities of SFC; any rights or claims of the 
Third Party Defendants relating to SFC or the Subsidiaries; any right or claim in 
connection with or liability for the RSA, the Plan, the CCAA Proceedings, the 
Restructuring Transaction, the Litigation Trust, the business and affairs of SFC 
and the Subsidiaries (whenever or however conducted), the administration and/or 
management of SFC and the Subsidiaries, or any public filings, statements, 
disclosures or press releases relating to SFC; any right or claim in connection with 
or liability for any indemnification obligation to Directors or Officers of SFC or 
the Subsidiaries pertaining to SFC, the Notes, the Note Indentures, the Existing 
Shares, the Equity Interests, any other securities of SFC or any other rigbt, 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 fm·egoing; and any Encumbrance 
in respect of the foregoing. 

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 manner, directly or 
indirectly, any action, suits or demands, including without limitation, by way of contribution or 
indemnity or other relief, in common law, or in equity, breach of trust or breach of fiduciary duty 
or under the provisions of any statute or regulation, or other proceedings of any nature or kind 
whatsoever (including, without limitation, any proceeding in a judicial, arbitral, administrative or 
other forum) against any Person who makes such a claim or might reasonably be expected to 
make such a claim, in any manner or forum, against one or more of the Released Parties; (iv) 
creating, perfecting, asserting or otherwise enforcing, directly or indirectly, any lien or 
encumbrance of any kind against the Released Parties or their property; or (v) taking any actions 
to interfere with the implementation or consummation of this Plan; provided, however, that the 
foregoing shall not apply to the enforcement of any obligations under the Plan. 
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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 6.3 hereof. 

7.5 Equity Class Action Claims Against the Third Party Defendants 

Notwithstanding anything in this Plan, except f:or the releases provided for the Named 
Directors or Officers pursuant to section 7.2(c)(iii), 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 discharged, released, cancelled or barred 
pursuant to this Plan; (c) 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 as it relates to the joint and several liability of those Third Party Defendants for any 
alleged liability of S FC); and (e) does not constitute an Equity Claim or an Affected Claim under 
this Plan. 

ARTICLES 
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 Majol'ity in 
conformity with the CCAA; (ii) the activities of SFC have been in reasonable 
compliance with the provisions of the CCAA and the Orders of the Court made in 
this CCAA Proceeding in all respects; (iii) the Court is satisfied that SFC has not 
done or purported to do anything that is not authorized by the CCAA; and (iv) the 
Plan and the transactions contemplated thereby are fair and reasonable; 

(b) declare that the Plan and all associated steps, compromises, releases, -discharges, 
cancellations, transactions, arrangements and reorganizations effected thereby are 
approved, binding and effective as herein set out as of the Plan Implementation 
Date; 

(c) confirm the amount of each of the Unaffected Claims Reserve, the Administration 
Charge Reserve, the Directors' Charge Reserve and the Monitor's Post­
Implementation Reserve; 

(d) declare .that, on the Plan Implementation Date, all Affected Claims shall be fully, 
finally, irrevocably and forever compromised, released, discharged, cancelled and 
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barred, subject only to the right of the applicable Persons to receive the 
distributions to which they are entitled pursuant to the Plan; 

(e) declare that, on the Plan Implem~ntation Date, the ability of any Person to 
proceed against SFC or the Subsidiaries in respect of any Released Claims shall 
be forever discharged and restrained, and all proceedings with respect to, in 
connection with or relating to any such matter shall be permanently stayed; 

(f) declare that the steps to be taken, the matters that are deemed to occur and the 
compromises and releases to be effective on the Plan Implementation Date are 
deemed to occur and be effected in the sequential Ot'der contemplated by section 
6.3, beginning at the Effective Time; 

(g) declare that, on the Plan Implementation Date, the SPC Assets vest absolutely in 
Newco in accordance with the terms of section 6.5(a) hereof; 

(h) provide that the Court has been informed that the Plan Sanction Order will be 
relied upon by SFC and Newco as an approv:al 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}(l0) thereof for the 
issuance of the Newco Shares and Newco Notes and any other securities to be 
issued pursuant to the Plan; 

(i) declare that all obligations, agreements or ]eases to which (i) SFC remains a party 
on the Plan Implementation Date, or (ii) Newco becomes a pat1y as a result of the 
conveyance of the SFC Assets to Newco 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 to renew, rescind, refuse 
to perfonn or otherwise disclaim or resiliate its obligations thereunder, or enforce 
or exercise (or purport to enforce or exercise) any right or remedy lmder 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; or 
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(v) of any compromises, settlements, restructurings, recapitalizations or 
reorganizations effected pursuant to the Plan; 

(j) stay the commencing, taking, applying for or issuing or continuing any and all 
steps or proceedings, including witho.ut limitation, administrative hearings and 
orders, declarations or assessments, commenced, taken or proceeded with or that 
may be commenced, taken or proceed with in connection with any Released 
Claims; 

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

(I) 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; 

(m) 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 Coutt a 
certificate of Plan Implementation stating that all of its duties in respect of SFC 
pursuant to the CCAA and the Orders have been completed and thereupon, FTI 
Consulting Canada Inc. shall be deemed to be discharged from its duties as 
Monitor and released of all claims relating to its activities as Monitor; and 

(n) declare that, on .the Plan Implementation Date, eack 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: (i) the Administration Charg~ Reserve shall stand in place 
of the Administration Charge as security for the payment of any amounts secured 
by the Administration Charge and; (ii) the Directors' Charge Reserve shall stand 
in place of the Directors' Charge as security for the payment of any amounts 
secured by the Directors' Charge; 

(o) declare that SFC and the Monitor may apply to the Court for advice and direction 
in respect of any matters arising from or under the Plan; 

(p) 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 6.3 hereof; and 

(q) declare that section 95 to 101 of the BIA shall not apply to any of the transactions 
implemented pursuant to the Plan. 
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ARTICLE9 
CONDITIONS PRECEDENT AND IMPLEMENTATION 

9.1 Conditions Precedent to Implementation of the Plan 

The implementation of the Plan shall be conditional upon satisfaction or waiver of the 
following conditions prior to or at the Effective Time) each of Which is for the benefit of SFC 
and the Initial Consenting Noteholders and may be waived only by SFC and the Initial 
Consenting Noteholders collectively; provided, however) that the conditi<ms in sub-paragraphs 
(g), (h), (y), (ee)) (ff), (jj), and (kk) 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 shalt not be enforceable by the 
Initial Consenting Noteholders if any failure to satisfy such conditions results fi·om an action, 
error, omission by or within the control of the Initial Consenting Noteholders: 

Plan Approval Matters 

(a) the Plan shall have been approved by the Required Majority and the Com1, 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 October 12, 2012 (or such later date as may be consented to by SFC and the 
Initial Consenting Noteholders), and all applicable appeal periods in respect 
thereof shall have expired and any appeals therefrom shall have been disposed of 
by the applicable appellate court; 

(c) the Sanction Order shall be in a form consistent with the Plan or otherwise 
acceptable to SFC and the Initial Consenting Noteholders, each acting reasonably; 

(d) all filings under Applicable Laws that are required in connection with the 
Restructuring Transaction shall have been made and any regulatory consents or 
approvals that arc 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: 

(i) any required fiHngs, consents and approvals of securities regulatory 
authorities in Canada; 

(ii) a consultation with the Executive of the Hong Kong Secw·ities 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 arisif\g for 
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Newco, its shareholders or any Subsidiary to make a mandatory otfer to 
acquire shares of Greenheart; 

(iii) the submission by SFC and each applicable Subsidiary of a Circular 698 
tax filing with all appropriate tax authorities in the PRC within the 
requisite time prior to the Plan Implementation Date, such filings to be in 
fonn and substance satisfactory to the Initial Consenting Noteholders; and 

(iv) if notification is necessary or desirable under the Antimonopoly Law of 
People's Republic of China and its implementation rules, the submission 
of all antitrust filings considered necessary or prudent by the Initial 
Consenting Noteholders and the acceptance and (to the extent required) 
approval thereof by the competent Chinese authority, each such filing to 
be in form and substance satisfactory to the Initial Consenting 
Notcholders; 

(e) there shall not be in effect any preliminary or final decision, order or decree by a 
Govermnental 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 Go¥emmental Entity, in consequence of or in connection with 
the Restructuring Transaction that restrains, impedes or prohibits (or if granted 
could reasonably be expected to restrain, impede or prohibit) the Restructuring 
Transaction or any material part thereof or requires or purports to require a 
variation of the Restructuring Transaction, and SFC shall have provided the Initial 
Consenting Noteholders with a certificate signed by an officer of SFC, without 
personal liability on the prut of such officer, certifying compliance with this 
Section 9.1 (e) as of the Plan ImplemeFI.tation Date; 

Newco Matters 

(f) the organization, incorporating documents, articles, by-laws and other constating 
documents of Newco (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 
aU definitive legal documentation in connection with all of the foregoing, shall be 
acceptable to the Initial Consenting Noteholders and in form and in substance 
reasonably satisfactory to SFC; 

(g) the composition of the board of directors of Newco and the senior management 
and officers of Newco that will assume office, or that will continue in office, as 
applicable, on the Plan Implementation Date shall be acceptable to the Initial 
Consenting Noteholders; 

(h) the terms of employment of the senior management and officers of Newco shall 
be acceptable to the Initial Consenting Noteholders; 

(i) except as expressly set out in this Plan, Newco shall not have: (i) issued or 
authorized the issuance of any shares, notes, options, warrants or other securities 
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of any kind, (ii) become subject to any Encwnbrance with respect to its assets or 
property; (iii) become liable to pay any indebtedness or liability of any kind (other 
than as expressly set out in section 6.3 hereof); or (iv) entered into any Material 
agreement; 

0) any securities that are formed in connection with the Plan, including the Newco 
Shares and the Newco Notes, when issued and delivered, 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 and 
resale restrictions of any applicable securities, corporate or other law, statute, 
order, decree, consent decree, judgment, rule, regulation, ordinance, notice, policy 
or other pronouncement having the effect of law applicable in the provinces of 
Canada; 

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

(l) all of the steps, terms, transactions and documents relating to the conveyance of 
the SFC Assets to Newco in accordance with the Plan shall be in fonn and in 
substance acceptable to SFC and the Initial Consenting Noteholders; 

(m) 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 
Newco Notes); (iii) any trust indenture or other document goveming the terms of 
the Newco Notes; and (iv) the number ofNewco Shares and Newco Notes to be 
issued in accordance with this Plan; 

Plan Matters 

(n) the Indemnified Noteholder Class Action Limit shall be acceptable to SFC, the 
Monitor and the Initial Consenting Noteholders; 

( o) the aggregate amount of Proven Claims held by Ordinary Affected Creditors shal'l 
be acceptable to SFC, the Monitor and the Initial Consenting Noteholders; 

(p) the amount of each of the Unaffected Claims Reserve, the Administration Charge 
Reserve, the Directors' Charge Reserve and the Monitor's Post..;Implementation 
Reserve shall, in each case, be acceptable to SFC, the Monitor and the Initial 
Consenting Noteholders; 

(q) the Litigation Funding Amount shall be acceptable to SFC, the Monitor and the 
Initial Consenting Noteholders; 

(r) the amount of each of the following shall be acceptable to SFC, the Monitor and 
the Initial Consenting Noteholders: (i) the aggregate amount of Lien Claims to be 
satisfied by the return to the applicable Lien Claimants of the applicable secured 
property in accordance with section 4.2(c)(i) hereof; and (ii) the aggregate amount 
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of Lien Claims to be repaid in cash on the Plan Implementation Date in 
accordance with section 4.2(c)(ii) hereof; 

(s) the aggregate amount of Unaffected Claims, and the aggregate amount of the 
Claims listed in each subparagraph of the definition of''Unaffected Claims" shall, 
in each case, be acceptable to SFC, the Monitor and the Initial Consenting 
Noteholders; 

(t) the aggregate amount of Unresolved Claims and the amount of the Unresolved 
Claims .Reserve shall, in each case, be acceptable to SFC, the Monitor and the 
Initial Consenting Noteholders and shall be confirmed in the Sanction Order; 

(u) Litigation Trust and the Litigation T111st Agreement shall be in form and in 
substance acceptable to SFC, the Monitor and the Initial Consenting Noteholders 
and SFC, 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; 

(v) SFC, the Monitor and the Initial Consenting Noteholders, each acting reasonably, 
shall be satisfied with the proposed use of proceeds and paymeLJ.ts relating to all 
aspects of the Restructuring Transaction and the Plan, including, without 
limitation, any change of control payments, consent fees, transaction fees, third 
party fees or tennination or severance payments, in the aggregate of $500,.000 or 
more, payable by SFC or any Subsidiary to any Person (other than a 
Governmental Entity) in respect of or in connection with the Restmcturing 
Transaction or the Plan, including without limitation, pursuant to any employment 
agreement or incentive plan of SFC or any Subsidiary; 

(w) 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 lmplementaJion Date Matters 

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

(y) the Noteholders and the Early Consent Noteholders shall receive, on the Pian 
Implementation Date, all of the consideration to be distributed to them pursuant to 
the Plan; 

(z) all of the following shall be in form and in substance satisfactory to SFC and the 
Initial Consenting 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 thai relates to the Restructuring Transaction; (ii) the 
terms of any coutt-imposed charges on any of the assets, property or undertaking 
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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 Restmcturing 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); 

{aa) 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; 

(bb) 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 Ncwco shall 
have no liability for any fees or expenses due to the SFC Advisors or the 
Noteholder Advisors either as at or following the Plan Implementation Date; 

( cc) 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 
Newco shall have no liability for any fees or expenses due to either Chandler 
Fraser Keating Limited and Spencer Stuart as at or following the Plan 
Implementation Date; 

( dd) SFC shall have paid all reasonable fees and expenses, including reasonable legal 
fees, of the Trustees in connection with the performance oftheir respective duties 
undel' the Note Indentures or this Plan that are outstanding as of the Plan 
Implementation Date, and the Initial Consenting Noteholders shall be satisfied 
that SFC has made adequate ·provision in the Unaffected Claims Reserve for the 
payment of the .reasonable fees and expenses, including reasonable legal fees, 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; 

(ee) 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 ofthe Company, without any personal liability on the part of such officer, 
ceiiifying compliance with this section 9 .l ( ec) as of the Plan Implementation 
Date; 

(ff) there shall have been no breach of the Noteholder Confidentiality Agreements (as 
defined in the RSA) by the C-ompany or any of the Sino-Forest Representatives 
(as defined therein) in respect of the applicable Initial Consenting Noteholder; 

{gg) the Plan Implementation Date shall have occurred no later than November 30, 
2012 (or such later date as may be consented to by SFC and the Initial Consenting 
Noteholders); 

RSA Matters 
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(hh) 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; 

(ii) the RSA shall not have been terminated; 

Other Matters 

GD 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 of the hearing of 
the Sanction Order; 

(kk) if so requested by the Initial Consenting Noteholders, the Sanction Order shall 
have been recognized and confrrmed as a binding and effective pursuant to an 
order of a court of competent jurisdiction in Canada, the United States, 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 cout1; and 

(II) all press releases, disclosure documents and definitive a.greements in respect of 
the Restmcturing Transaction or the Plan shall be in form and substance 
satisfactory to SFC and the Initial Consenting Noteholders, each acting 
reasonably. 

9.2 Monitor's Certificate 

Upon delivery of written notice from SFC and Goodma.ns 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 Datet the Monitor shall file such certificate 
with the Court. 

10.1 Binding Effect 

ARTICLE 10 
GENERAL 

On the Plan Implementation Date: 

(a) the Plan will become effective at the Effective Time; 

(b) the Plan shall be final and binding in accordance with its 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; 
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(c) each Person named or referred to in, or subject to, the Plan wm be deemed to have 
consented and agreed to all of the provisions of tl1e 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. 

10.2 Waiver of Defaults 

(a) 

(b) 

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, 
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 conncctjon therewith under any such agreement shall be 
deemed to have been rescinded and of no further force or effect, provided that 
nothing shall be deemed to excuse SFC from performing its obligations under the 
Plan or be a waiver of defaults by S.PC under the Plan and the related documents. 

Effective on the Plan Implementation Date, any and all agreements that are 
assigned to Newco as pa1t of the SFC Assets shall be and remain in full force and 
effect, unamended, as at the Plan Implementation Date, and no Person shall, 
following the Plan Implementation Date, accelerate, terminate, rescind, refuse to 
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 or any Subsidiary under or in respect of any such 
agreement with Newco or any Subsidiary, by reason of: 

(i) 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 
ofSFC); 

(ii) the fact that SFC commenced or completed the CCAA Proceedings; 

(iii) the implementation of the Plan, or the completion of any of the steps, 
transactions or things contemplated by the Plan; or 

(iv) any compromises, arrangements, transactions, releases, discharges or 
injunctions effected pursuant to the Plan or this Order. 

10.3 Deeming Provisions 

In the Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable. 
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BETWEEN: 

IN Tllli MATTER OF 
SlNO-FOltEST CORPORATION 

The Trustees of the Labourers, Pension Fund of Central and Eastern Canada, 
The Trustees of the lltternational Union of Opera1ing Engineers Local 793 Pension Plan for 

Operating Engineers in Ontario, Sjunde AP~Fonden, David Grant, Robert Wong, Guining Liu, 
and any other proposed representative plaintiffs in Ontario Superior Court Action No. CV -11-

431 J 53-00CP and in Quebec Superior Court No. 200-06-000132-111, 

in their personal and proposed representative capacities (the ccPlaintiffs'') 

-and-

Ernst & YoWlg LLP, on behalf of itself and Ernst & Young Global Limited and all mern her firms 
thereof("EYu, together with the Plaintiffs the "Parties") 

MINUTES OF SETTLEMENT 

1. These Minutes of Settlement represent the agreement between the Plaintiffs and EY 
reached on Novembet· 28, 2012 to resolve in accordance with the tenns more particularly 
set out herein the actions, causes of action, claims and/or demands, on all counts 
howsoever arising and in all jurisdictions, made against EY or which could have been 
made concerning any claims related to Sino-Forest Corporation and its affiliates and 
subsidiaricst whether or not captured by the ' 4Class" or the "Class Period", as variously 
defincdt including the actions (the uActions'') listed on Schedule "N' hereto (the 
'(Claims"); 

2. The terms of these Minutes of Settlement are binding on the Parties; 

3. These Minutes of Settlement are and shall remAin confidential, and neither party shall 
publicly disclose or include in a court filing the tenus hereof without the prior written 
consent of the other; 

4. BY makes no admissions of liability and waives no defences available to it with respect 
lo the Claims or otherwise; 

5. A settlement amount of CDN $117,000,000 (the "Settlement Fund'') shall be paid by BY 
in accordance with the applicable orders of the courts (Ontario Superior Court of Justice, 
Ontario Superior Court of Justice Commercial List (supervis{ng CCAA judge), Province 
of Quebec Superior Court, United States District Court and the United States Bankruptcy 
Court) C~Courts") on the Effective Date (save for any arnollnts payable in advance of the 
Effective Date as set out in paragraph 7), being the date that all requisite approvals and 
orders are obtained from the Courts and are final and non·appealable; 
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6. The Seulement F11nd represents the full monetary contribution or payment of any kind to 
be made by EY in settlement of the Claims, inclusive of claims, costs, interest, legal fees, 
taxes (inclusive of any GST~ HST, or any other taxes which tnll)' be payable in respect of 
this settlement), any payments to Claims Funding International, all costs associated with 
the disu·ibution of benefits> all costs of any necessary notice, nil costs associated with the 
administration of the settlement and any other monetary costs or amounts associated with 
the settlement or otherwise; 

7. No payment ofthe Settlement Fund shall be made by BY until all conditions herein and 
set out in Schedule B hereto have been met. However, with respect to notice and 
administration costs which ru·e incurred in advance of the Effective Date, as a result of an 
Order of the Court, the Plaintiffs will incut• and pay such costs up to $200,000 (the 
"Initial Plaintiffs Costs"), which costs are to be immediately reimbursed from the 
Settlement Fund after the Effective Date. EY will incur and pay such notice and 
administration costs which are incurred in advance of the Effective Date, as a result of an 
Order of the Court, over and above the Initial Plaintiffs Costs up to a further $200,000 
(the "Initial EY Costs"). The Initial EY Costs shall be deducted from the amount of the 
Settlement Fund payable to the Plaintiffs. Should any costs in excess of the cumulative 
amount of the Initial Plaintiffs Costs nnd the Initial BY Costs, being a total of $400,000, 
in respect of notice and administration be incurred prior to the Effeeti"e Date, as a result 
of an Order of the Court, such amounts are to be borne equally between the Plaintiffs and 
EY, which amounts are to be reimbursed or deducted as the case may be from the 
Settlement Fund, on the tenns set out above in this section. Should the settlement not 
proceed, the Parties shall bear their respective costs paid to that time; 

8. No further proceedings shaH be conunenced or continued by the Plaintiffs or their 
counsel flgainst BY in respect of any Claims, other than as necessary to complete the 
settlement herein; 

9. The Plaintiffs agree not to claim from the non-settling defendants in the Actions, that 
portion of any damages that corresponds to the proportionate share of liability of EY, 
proven at trial or othe.I."Wise, such that BY is not further exposed to the Claims; 

10. lt is the intention of the Parties tJ1at this settlement shall be approved and implemented in 
the Sino-Forest Co1poration CCAA proceedings. The settlement shall be conditional 
upon full and final releases and claims bar orders in favour of EY and which satisfy and 
extinguish nll Claims against BY, and without opt-outs, and as contemplated by the 
additional terms attached hereto as Schedule B hereto a:nd incorporated as part of these 
Minutes of Settlement; 

11 . This settlement is conditional upon obtaining appropriate orders from the Ontario 
Superior Court of Justice Commercial List (supervising CCAA judge) and the United 
States Bankruptcy Court that provide that the payment of the Settlement Fund is in full 
satisfaction of any and all claims that could be brought in connection with the claims of 
any security holder or creditor of Sino-Forest Corporation, Including claims over for 
contdbution and indemnity or otherwise, howsoever arising in Canada and the United 
States; 
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12. The releases in the Sino-Forest Corporation CCAA proceedings shall include Ernst & 
Young LLP (Canada) and Ernst & Young Global Limited and all member firms thereof, 
and all present and former affiliates, partners, associates, employees, servants, agents, 
contractors, directors, officers, insurers and successors, administrators, heirs and assigns 
of each, but does not include any noll-settling defendants in the Actions or their 
respective present or former affiliates. partners, associates, employees, servants, agents, 
contractors, directors, officers, insurers or successors, administrators, heirs and assigns of 
each in their capacity as officers or directors of Sino-Forest Corporation ("BY Global''). 
The releases to be provided to EY by the Plaintiffs shalt include EY Global and will 
release all Claims of the Plaintiffs' counsels' clients in all jurisdictions; 

13. It is the intention of the Parties that the Settlement Fund shaH be distributed in a claims 
process satisfactory to the CCAA Court, with a prior claims bar order; 

14. The Parties sllall use all reasonable efforts to ·obtain all Court approvals and/or orders 
necessary for the implementation of these Minutes of Settlement, including an order in 
the CCAA proceedings granting the plaintiffs appropriate representative status to effect 
the terms herein; 

15. If the settlement between the Parties or any terms hereof are not approved by order(s) of 
the applicable Courts fulfilling all conditions precedent in paragraph 10 hereto the 
settlement between the Prutles and these Minutes of Settlement are null and void; 

16. These tet·ms shall be further reduced to a written agl'eement reflecting the tenns of the 
agreement between the Parties hereto with such additional tenns agreed to by the Parties 
consistent herewith or as agreed to give efficacy in Quebec and the United States. Should 
the Parties be unable to agree on the fonn of written agreement, the Pru1ies agree to 
appoint Clifford La.'!: as mediator/arbitmtor to assist the Parties and his decision as 
arbitrator shalt be final and binding on the Parties, in accordance with the terms herein 
but subject to the tem~s of Schedule B hereof. and not subject to appeal; 

17. The Patties will agree on a level of disclosure by EY for the purposes of reasonably 
assisting in the appl'oval process of the applicable Courts, consistent with the Parties' 
obligations under the relevant class proceedings legislation. Should the Parties be unable 
to agree on the level of disclosure after good faith efforts to do so, the Parties agree to 
appoint Clifford Lalt as mediator to assist the Pruties. If the Patties after mediation are 
still unable to reach an o.greemcnt, then either Party may tenninate the settlement; 

18. Pending the implementation of this settlement, including the distribution of the 
Settlement Fund, EY shall advi:>e the plaintiffs of any agreements reached by it with the 
Ad Hoc Committee of Noteholders, Sino-l"'orest, the Litigation Trustee, or counsel or 
representatives of any of these parties, to pay any monetary consideration to any ofthem. 

SIGNATURE LINES ON NEXT PAGE 
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Date: 

Date: N tP t/ 2-1 ;;-o /?-
1 

Date: ,J'ra-k, >1, ~>V 

KOSKIE MI SKY LLP 
Lawyers for the Plaintiffs 

c~,(/v/ tr ~·)~a,;:? 
SISKINDI{LP 
Lawyers for the Plaintiffs 

Cvf/.Pf;l (> R tff2- t,t,;? 
(/ 

PALIARE ROLAND ROSI~NBERG 
ROTHSTEIN LLP 
Lawyers for the Plaintiffs 

LENCZNER SLAGHT ROY E 0""'~ 
GRIFFINLLP 
Lawyers for Ernst & Young LLP, and on behalf 
ofEmst & Young Global Limited and all 
member finns thereof 
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SCHEDULE "A,, 

1. The Trustees of The Labourers• Pension Fund of Centcal and Eastern Canada, et al. v. 
Sino-Forest Corporation, et al., Ontario Supe.dor Court of Justice, Court Pile No. CV • 11 ~ 
431153-00CP 

2. Ouining Liu v. Sino-Forest Corporation, et al., Province of Quebec Superior Court, File 
No. 200-06-000 J 32~ 111 

3. David Leapard, et al. v. Allen T.Y. Chan, et al., United States New York Southern 
District Court, Case Number 1:2012"cv"01726-VM 
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SCHEDULE "B" 

Terms and Conditions of nny Ernst & Young LLP (Settlement with Class Action Plaintiffs 

A settlement unllnterally with E&Y wlll be conditional upon such settlement being made 
to a resolution that: 

a) is a settlement of all Claims, proceedings and potential claims against E&Y in all 
jurisdictions; 

b) reflects approval of appropriate Courts in relevant Jurisdictions as described below; 
and 

c) accordingly must reflect the following elements in a fonn satisfactory to E& Y in its 
sole discretion, without which E& Y is at liberty to reject the settlement at any time: 

I. Court Proceedings 

(A) CCAA 

(i) Plan of Arrangement (in fonn consented to); 

(ii) Final Sanction Order; 

(iii) Both Plan and Sanction Order to include: 

(a) a release of E&Y, and all affiliate firms, partners, staff, 
agents and assigns fur any and aJl Claims (including cross~ 
claims and third·party claims), and 

(b) a claims bar (must expressly exclude all claims against all 
P~yry entities). 

(B) Ontario Class Action 

(i) Final Order approving settlement containing satisfactory Pieringer 
terms and strucrure and dismissing action; 

(ii) i) above requires: 

(a) certification for settlement purposes with i) class definition 
agreeable to E&Y; ii) notice in all relevant jursidictions 
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(including Canada, U.S .• Hong Kong. Singapore and PRC); 
and iii) opt-out threshold agreeable to E&Y; 

(b) fai.mess hearing having been hetd to result in (i). 

(C) Quebec Class Action 

(i) Final order approving settlement containing satisfactory Pieringer 
tenns and structure and dismissing action; 

(ii) certification and settlement approval as in (B). 

(D) U.S. Proceedings including Class Action 

(i) Final order approving settlement containing satisfactory Pieringer 
terms alld structure and dismissing action; 

(ii) certification nnd settlement approval as in (B). 

(iii) Undertaking of Company (Applicant) to bring Chapter 15 
proceeding to enforce Canadian CCAA order; 

(iv) final U.S. order~ in compliance with U.S. laws. recognizing CCAA 
order. 

II. Releases and Un.dertnkings 

(A) Full and Final Release and Claims Bar in both CCAA Plan and final 
Sanction Ordet; 

(B) Full and Final Release fi'om Ontario Class Action Representative Plaintiffs 
on t11eir own behalf and in their representative capacities, including an 
agreement not to consult or cooperate with any other party in advancing 
Claims against E&Y; 

(C) Full and Final Release from Company, directors and officers, notcholdcrs 
and others on satisfactory Pieringer tenns and language; 

(D) Agreement from Ontario class cow1sel and from noteholdcrs• counsel to 
not act for or consult with or assist any plaintif£'representative 
plaintiff/claimant in respect of any Claim or potential Claim against E& Y 
In any jurisdiction; 

(E) Full and Final Release from Quebec Class Action Representative Plaintiffs 
on their own behalf and in their representative capacities, including an 
agreement not to consult or cooperate with any other party in advancing 
Claims against E&Y; 
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(F) Agreement from Quebec olass counsel to nol act for or consult with or 
assist any pJaintifflrepresentative plaintiff In any jurisdiction; 

(G) Full and Final Release from U.S. Class Action Representative Plaintiffs on 
their own behalf and in their representative capacities including an 
agreement not to consult or cooperate with any other party advancing 
Claims against E& Y; and 

(H) Agreement from U.S. class counsel to not act for or consult with or assist 
any plaintiff/representative plaintifflclaitnant in respect of any Claim or 
potential Claim against E&Y in any jurisdiction. 
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TORYS 
-------LLP 

VIA EMAIL 

November 26, 2012 

Gowling Lafleur Henderson LLP 
1 First Canadian Place 
100 King Street West 
Suite 1600 

Toronto, ON MsX 1G5 

Attention: Derrick Tay f Jennifer Starn 

Dear Sirs/ Mesdames: 

Re: SINO-FOREST CORPORATION ("Sino-Forest") 

Sui re 3000 
79 Wdlingron Sr. W. 
JJox 270, TD Cenlrc 
Tnronro. 01lrnrio 
\!:;K !N2 Can:~d• 
Tel 416.865.00•10 
Fax 416.865.7380 

www.t•>ry~.ccnn 

David 13ish 
Tel 416.865.7353 
dbish@torys.com 

I am writing in connection with the Monitor's Thirteenth Report, the upcoming meeting of 
creditors of Sino-Forest (the Meeting) and the anticipated post-Meeting report. 

As we agreed, the Third-Party Defendants (as that term is defined in the Thirteenth Report) 
have a number of questions relating to the Thirteenth Report which you have agreed the 
Monitor 'Will answer in writing. Attached as Schedule "A" are the questions. We expect to have 
additional questions on the Thirteenth Report and the post-Meeting report which we will 
provide to you as soon as possible after we receive the post-Meeting report. 

Yours truly, 

David Bish 

DB/en 

cc: Sheila Block, John FabeUo and Andrew Gray. Torys LLP 
Peter Griffin. Peter Osborne and Shara Roy 
Peter Greene and Ken Dekker 
Greg Watson and Jody Porepa 
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Schedule "A" 

1. Please confirm the dollar value of the claims {including, "vithout limitation, the Defence 
Costs, as that term is defined in the Plan) that the Third Party Defendants will be 
permitted to vote at the meeting of creditors scheduled for November 29, 2012. Please 
confirm the basis for such determination and the identity of the person having 
determined the value of these claims (and, for greater certainty, where that person is a 
corporate entity, please specify the names of the individuals within the entity that have 
made this determination). 

2. Confirm that all creditors of Sino-Forest have had equal access to financial and other 
information regarding the company. In particular, confinn that the Noteholders have not 
had access during the CCAA proceedings, whether from Sino-Forest or the Monitor, to 
information about Sino-Forest and its subsidiaries that was not made available in the data 
room established in connection with the Mediation referred to paragraph 31 of the 
Thirteenth Report. 

3· Please produce copies of the letters of intent referred to in paragraph 25 of the Thirteenth 
Report. 

4· Please produce copies of the opinions referred to in paragraph 49 of the Thirteenth 
Report. Please provide the further Monitor's conclusion and analysis of the validity and 
enforceability of the security and unsecured guarantees of each Series of notes and the 
extent of the overlap of security and guarantees between Series. 

5· Please provide the expected pro forma opening balance sheet for both Newco and Newco 
II (as those entities are defined in the Thirteenth Report). 

6. Please provide the Monitor's detailed opinion as to the value of Sino-Forest. Please 
produce copies of any valuation information generated by or in the possession of the 
Monitor, or otherwise confirm that all such information has previously been included in 
the data room. 

7. Paragraph 62 of the Monitor's Tenth Repor states that " ... to date two subsidiaries have 
been identified as redundant and are in the process of being wound up. It is fully 
expected that additional subsidiaries will also be identified as redundant and will be 
wound up in the near term." Please identify the two subsidiaries specifically referenced 
above, and any additional subsidiaries that the Applicant has started to wind up since the 
date of the Tenth Report or intends to wind up, and provide full details of the assets and 
liabilities (including all intercompany amounts) of those entities. 

B. The Indemnified Noteholder Class Action Limit (as defined in the Plan) only applies to 
Indemnified Noteholder Class Action Claims, which are claims for which there is a "valid 
and enforceable Class Action Indemnity Claim against SFC". Please confirm that the 
claims of the Underwriters and Auditors, as set out in the Proofs of Claim filed in these 
proceedings, excluding those claims that are or may ultimately be determined to be 
Equity Claims as defined in the CCAA Plan, are valid and enforceable Class Action 
Indemnity Claims against SFC. Please identify the persons that made this determination. 
If this determination has not been made, please identify when it will be made, by whom 
and the specific procedures and timeline for the making of this determination. 



2 

9. If it has been determined, please provide the identity of the Litigation Trustee. 

10. If it has been determined, please provide the identity of the directors of Newco. 

11. Please provide details of the Alternative Sale Transaction, including its status and a 
summary of its presently anticipated form, substance and details. Please also provide an 
explanation as to why this Alternative Sales Transaction is being pursued given the 
"failure" of the Sales Process, as set out in paragraph 101 of the Thirteenth Report. 

12. The Thirteenth Report provides information {for the first time) that the Sales Process 
failed because none of the letters of intent received provided for the "Qualified 
Consideration". We renew our request that the Monitor provide full details of the bids 
received during the Sales Process, including the consideration offered by and terms of all 
submitted bids. 

13. Please provide a detailed summary of all fees and expenses paid by Sino-Forest or 
accrued to date for payment by Sino-Forest on account of its or any other party's legal 
counsel, financial advisors and other parties, including any success fees or other 
compensation to which such parties will become entitled upon or in connection with the 
Plan approval and implementation (broken down in each case by each party). 
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14. Tbe Tenth Report states at paragraph 63 states that the Sino-Forest Subsidiaries engaged 
the services of an independent consultant to assist management in its restructuring 
activities and to help prepare an action plan for the post-plan implementation period. We 
request that the Monitor clarify the nature and extent of the independent consultant's 
previous business or employment relationship with SFC or any of the Subsidiaries, 
including (but not limited to) whether {a) whether the independent consultant is a 
"Director" or "Officer" as defined under the Plan, (b) whether the independent consultant 
is an affiliate or a current or former officer, director, employee of any of the parties 
proposed to be released under section 7.1(g) or 7.1(h) of the Plan, or (c) whether the 
independent consultant is an affiliate or an officer, director or employee of any of the 
potential buyers of the Sino· Forest Business that were in contact with Houlihan Lokey or 
with the Applicant directly. 

15. The Plan provides {in the definition of "Expense Reimbursement") for the payment of a 
work fee of up to $5 million to the Initial Consenting Noteholders, and further specifies 
that such work fee may, at the request of the Monitor, be paid by any of the Subsidiaries 
instead of SFC. This provision was not in the original version of the Plan that was filed 
with the Company's August 14, 2012 motion materials. The Company, the Monitor and 
the advisors to the Initial Consenting Noteholders have consistently represented to the 
Third Party Defendants that none of the cash in the Subsidiaries is available to pay claims 
or expenses at the SFC level. None of the remainder of the $330 million in the 
Subsidiaries is contemplated to be used to satisfy creditors. We request that the Monitor 
explain the purpose of this amendment and the circumstances in which the Monitor 
envisions that cash of the Subsidiaries would be available to pay amounts otherwise 
payable directly by SFC. 

16. Please provide details of the time spent and interaction by the Monitor with the Ad Hoc 
Committee and/ or its advisors. 
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17. Please provide copies of all insurance policies in favour of Sino-Forest and its directors 
and officers. 

18. The Thirteenth Report provides no analysis of reviewable transactions, broadly defined, 
or the appropriateness of the Plan purporting to except Sino-Forest from the applicable 
law in this regard (i.e. BIAs. 38 and 95 to 101). Please provide the Monitor's assessment 
as to whether there have been any inappropriate or reviewable transactions and the 
appropriateness of the Plan in this respect. 

19. Please provide the following information, updated to as close to the Meeting Date as 
possible detailed information, by legal entity or relevant group of legal entities within the 
Sino-Forest corporate group, with respect to: 
(a) assets by major category (including as a minimum, cash, accounts receivable, and 

timber assets). direct third· party liabilities, and intercompany balances; 
(b) employees, activities, and cash flows during this proceeding to date; 
(c) direct and/or indirect liabiJities and claims indicated during the claims process; 
(d) any new subsidiaries incorporated, transfers of material assets between 

subsidiaries, security granted or guarantees provided by subsidiaries during this 
proceeding or during the period prior to this proceeding when the Applicant was 
negotiating the Support Agreement; 

(e) any other information considered relevant by the Monitor with respect to the 
status of assets, operations and working capital at such legal entities, including 
the source of that information; and 

(t) the status and results to date of the Applicant's surveys and analysis of its timber 
rights and title thereto. 

20. Please produce copies of the Insurance Policies as listed and defined in the Plan 

36184·2001 14493264.1 
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gow!ings 
November 28, 2012 

SENT BY EMAIL 

Torys LLI' 
Suite 3000 
79 Wellington Stt'eet West 
Box 270, TD Centre 
Toronto, Ontario 
M5KlN2 

Attention: David Bish/ 
Sheila Blocl<l 
John Fabcllo/ 
Andrew Gray 

Dear Sirs/MesdElmes: 

Re: Sino~Forest Cotpondion 

Lenczner Slaght 
130 Adelaide Sh·cet West, Suite 
2600 
Toronto Ontal'.io 
M5H 3P5 

1Q65 

Jenrilfer Stclm 
Dlrecf 416-862-5697 

Direct Fax 416-8.62· 7661 
jennlfer.stam@gowtings.com 

Affleck Greene McMurtry LLP 
365 Bay Street 
Suite 200 
Toronto, ON 
M5H2V1 

Attention: Peter Griffin/ Attention: Peter Gr-cenei Ken 
Peter Osborne/ Shara Roy DckJ<er 

W.e are in receipt of your letter dated November 26, 2012. Attached as Appendix A are the 
t·esponses ofthe Monitor, which we will also make available to the Service List and the Court.' 

Sincerely, 

GOWLIN.C LAFLIWR HENDERSON LLP 

c. Derrick Tay/ Cli IT Prophet (Cowling LaFleur Henderson LLP) 
Greg Watson/Jodi Porepa (The Monitor) 

1 Please note thai the text in "italics•· has been cut and paste from your November 26, 2012 letter. 

H )R_l,l\ W'. XO,IS·1J l \4 

Gowling L~l!eur Hcn<Jersou Lu> • lawyers • Patent and lradc-mark Agents 

t hrs; C<l,J<l(ll<us l'l:mc · !UO Kissg Street 'Nest · Suite 1 GOO · Toronto · Ont(l ri() · M5X 1G5 · C<ttlclda T 't 16 862· ·l!j2~) F 4H1·862·16iH gowlings.com 
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APPENDIX A 

Capitalized terms used herein and not otherwise defined have the meaning given to them in the 
Thirteenth Report of the Monitor dated November 22, 2012. 

l. Please confinn the dollar value of the claims (including, without limitation, the Defence 
Costs, as that term is defined in the Plan) that the Third Party Defendants will be permitted 
to vote at the meeting of creditors scheduled for November 29, 2012. Please confinn the 
basis for such detennination and the identity of the person having determined the value of 
these claims (and, for greater certainty, where that person is a corporate entity, please 
specifY the names of the individuals within the entity that have made this determination). 

In accordance with the Plan, the Meeting Order and the Voting Procedures, EY, the 
Underwriters and BOO will be entitled to vote the following in respect of their Unresolved 
Claims: 

a. Each of EY, BOO and the Underwriters (and the other Third Party Defendants under 
the Plan) will be entitled to vote in respect of their Class Action Indemnity Claims 
relating to the Indemnified Noteholder Class Action Claims up to a global limit of 
$150 million- pursuant to paragraph 51 of the Meeting Order, the Monitor will 
record the votes by the Third Party Defendants in respect of each of their Claims. 
The Monitor will report votes for and against. To the extent there are both votes for 
and against the Plan in respect ofthe Noteholder Class Action Limit, and the votes on 
the Noteholder Class Action Limit would otherwise impact whether the Plan was 
approved by the Required Majority, the Monitor, in consultation with the Company, 
will determine whether further directions from the Court are required at the Sanction 
Hearing. 

b. The amount of the Defence Costs Claims for voting purposes either has or will be 
communicated to each ofEY, BOO and the Underwriters under separate cover. 

c. The Monitor is not prepared to provide the amount of the Defence Costs Claims, if 
any, in respect of any ofthe other Third Party Defendants in advance ofthe Meeting. 

d For greater certainty each of BY, BDO and each of the Underwriters will receive one 
(1) vote. 

This determination has been made by the Monitor. The names of the individuals involved in 
the making of this determination is irrelevant. 

2. Confirm that all creditors of Sino-Forest have had equal access to financial and other 
information regarding the company. In particular, co11firm that the Noteholders have not 
had access during the CCAA proceedings, whether from Sino-Forest or the Monitor, to 
information about Sino-Forest and its subsidiaries that was not made available in the data 
room established in connection with the Mediation referred to paragraph 31 of the 
Thirteenth Report. 
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The Monitor's response is as folJows: 

a. The "Noteholders" who are not ICNS have been provided with limited or no 
information that is not publicly available. 

b. In dealing with the advisors to the ICNs, the Monitor has been cognizant of the RSA 
(which was filed as part of the initial application) including the obligations of SFC to 
provide information thereunder as well as the fact that the Noteholders are the 
majority stakeholder of the Company. Accordingly, information has been made 
available to the ICNs that have signed confidentiality agreements and/or their 
advisors on a continuous basis in that context. 

3. Please produce copies of the letters of intent referred to in paragraph 25 of the Thirteenth 
Report. 

The Monitor has previously conflrmed results of the Sale Process including the fact that none 
of the letters of intent constituted Qualified Bids. 

Both the Company and the ICNs have expressed concern as to the disclosure of further detail 
due to the commercial sensitivity of the information. As such, the Monitor is not prepared to 
produce this information to the Underwriters, who are contingent creditors ofSFC. 

4. Please produce copies of the opinions referred to in paragraph 49 of the Thirteenth Report. 
Please provide the further Monitor's conclusion and analysis of the validity and 
enforceability of the security and unsecured guarantees of each Series of notes and the extent 
of the overlap of security and guarantees between Series. 

Attached as Appendix B is a copy of the memo of Gowling Lafleur Henderson LLP 
regarding the legal opinions referred to in paragraph 49 of the Thirteenth Report. 

5. Please provide the expected pro forma opening balance sheet for both New co and New co II 
(as those entities are defined in the Thirteenth Report). 

This Monitor does not have this information. 

6. Please provide the Monitor's detailed opinion as to the value of Sino-Forest. Please produce 
copies of any valuation information generated by or in the possession of the Monitor, or 
otherwise confirm that all such information has previously been included in the data room. 

The Monitor is of the view that a market test is the best test for value. As such, the Monitor 
was supportive of the Sale Process which was approved by the Court and conducted by the 
Company and HL. None ofthe letters of intent received in this Court approved Sale process 
were for Qualified Consideration, which was 85% of the amount outstanding under the 
Notes. Since the termination of the Sale Process, the Monitor has reported that it was aware 
that there was some ongoing interest expressed, but to date, no transaction has been 
successfully negotiated. 
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The Plan that is before the creditors is the only plan that is supported by the Noteholders, the 
majority creditor. 

Accordingly, in these circumstances and for the reasons set out above, the Monitor 
detennined that a valuation was not necessary. 

7. Paragraph 62 of the Monitor's Tenth Report states that " ... to date two subsidiaries have 
been identified as redundant and are in the process of being wound up. It is fully expected 
that additional subsidiaries will also be identified as redundant and will be wound up in the 
near term." Please identify the two subsidiaries specifically referenced above, and any 
additional subsidiaries that the Applicant has started to wind up since the date of the Tenth 
Report or intends to wind up, and provide full details of the assets and liabilities (including 
all intercompany amounts) of those entities. 

This question does not pertain to matters reasonably arising from the Thirteenth Report. 
However, without prejudice to the Monitor's position in this regard, the Monitor provides the 
following response: 

a. The two subsidiaries that were wound up were Sino-Panel (Luzhai) Co., Ltd. and Sino­
Panel (Beihai) Development Co., Ltd. Both of those subsidiaries related to Sino-Forest's 
manufacturing business (which accoilllts for less than I% of Sino-Forest's overall 
reported net income for 2011). Both of these entities as well as the manufacturing 
business overall reported a loss for 2011. 

b. There are approximately 5 other Sino-Forest Subsidiaries that are in the process of being 
wound up. None of these Sino-Forest Subsidiaries are material and all of them reported a 
loss for 2011. The assets and liabilities of all such entities are being wound up into other 
Sino-Forest Subsidiaries. As a result, there is no overall impact on the total amount of the 
assets and liabilities of the Sino-Forest Subsidiaries solely as a result of the winding up of 
those entities. 

8. The Indemnified Noteholder Class Action Limit (as defined in the Plan) only applies to 
Indemnified Noteholder Class Action Claims, which are claims for which there is a "valid 
and enforceable Class Action Indemnity Claim against SFC". Please confirm that the claims 
of the Underwriters and Auditors, as set our in the Proofs of Claim filed in these proceedings, 
excluding those claims that are or may ultimately be determined to be Equity Claims as 
defined in the CCAA Plan, are valid and enforceable Class Action Indemnity Claims against 
SFC. Please identify the persons that made this determination. If this determination has not 
been made, please identify when it will be made, by whom and the specific procedures and 
time line for the making of this determination. 

The Claims of the Underwriters and the Auditors relating to their Class Action Indemnity 
Claims in respect of Indemnified Noteholder Class Action Claims have not been admitted as 
Voting Claims or Proven Claims. The Thirteenth Report specifically notes that the Company 
has reserved the right of the Company to bring a further motion regarding these claims (see 
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paragraph 53 of the Thirteenth Report). It should be noted those Claims covered in the 
response to question #1 will be treated as Unresolved Claims for the purposes of the Meeting. 

9. If it has been detennined, please provide the identity of the Litigation Trustee. 

The Monitor does not have this information. 

10. !fit has been determined, please provide the identity of the directors ofNewco. 

This Monitor does not have this information. 

11. Please provide details of the Alternative Sale Transaction, including its status and a 
summary of its presently anticipated form, substance and details. Please also provide an 
explanation as to why this Alternative Sales Transaction is being pursued given the "failure" 
of the Sales Process, as set out in paragraph 1 01 of the Thirteenth Report. 

The Monitor does not have any information as to an Alternative Sale Transaction. We also 
refer you to paragraph 25 of the Thirteenth Report which confirms the same. 

12. The Thirteenth Report provides information (for the first time) that the Sales Process failed 
because none of the letters of intent received provided for the "Qualified Consideration". 
We renew our request that the Monitor provide full details of the bids received during the 
Sales Process, including the consideration offered by and terms of all submitted bids. 

See our response to #3 above. 

13. Please provide a detailed summary of all fees and expenses paid by Sino-Forest or accrued 
to date for payment by S ino-Forest on account of its or any other party's legal counsel, 
financial advisors and other parties, including any success fees or other compensation to 
which such parties will become entitled upon or in connection with the Plan approval and 
implementation (broken down in each case by each party). 

This question does not pertain to matters reasonably arising from the Thirteenth Report. 
However, the Monitor notes that a cash flow forecast {which set out a line item for 
professional fees) was filed with the application for the Initial Order as well as every 
subsequent request for an extension of the Stay Period. The Monitor has also provided its 
variance analysis in connection with all requests for an extension of the Stay Period. 

I 4. The Tenth Report states at paragraph 63 stares that the Sino-Forest Subsidiaries engaged the 
services of an independent consultant to assist management in its restructuring activities and 
to help prepare an action plan for the post-plan implementation period We request that the 
Monitor clarify the nature and extent of the independent consultant's previous business or 
employment relationship with SFC or any of the Subsidiaries, including (but not limited to) 
whether (a) whether the independent consultant is a "Director" or "Officer" as defined 
under the Plan, {b) whether the independent consullant is an affiliate or a current or former 
officer, director, employee of any of the parties proposed to be released under section 7.1 (g) 
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or 7. 1 (h) of the Plan, or (c) whether the independent consultant is an affiliate or an officer, 
director or employee of any of the potential buyers of the Sino-Forest Business that were in 
contact with Houlihan Lokey or with the Applicant directly. 

This question does not pertain to matters reasonably arising from the Thirteenth Report. 
However, the Monitor notes the following: 

a. The independent consultation is not a director or officer under the Plan; 

b. To the knowledge of the Monitor, the independent consultant is not an affiliate or a 
current or former officer, director or employee of any of the parties to be released 
under section 7.1(g) or 7.l(h) of the Plan; and 

c. To the knowledge ofthe Monitor, the independent consultant is not an affiliate or an 
officer, director or employee of any of the potential buyers that were in contact with 
HL during the Sale Process. 

15. The Plan provides (in the definition of "Expense Reimbursement') for the payment of a work 
fee of up to $5 million to the Initial Consenting Noteholders, and further specifies that such 
work fee may, at the request of the Monitor, be paid by any of the Subsidiaries instead of 
SFC. This provision was not in the original version of the Plan that was filed with the 
Company's August 14, 2012 motion materials. The Company, the Monitor and the advisors 
to the Initial Consenting Noteholders have consistently represented to the Third Party 
Defendants that none of the cash in the Subsidiaries is available to pay claims or expenses at 
the SFC level. None of the remainder of the $330 million in the Subsidiaries is contemplated 
to be used to satisfy creditors. We request that the Monitor explain the purpose of this 
amendment and the circumstances in which the Monitor envisions that cash of the 
Subsidiaries would be available to pay amounts otherwise payable directly by SFC. 

It is the Monitor's view that prior to the implementation of the Plan, monies at the Sino­
Forest Subsidiaries are not available for payment of SFC obligations. However, upon the 
approval of the Plan and in connection with the implementation of the Plan whereby the 
assets of the Sino-Forest Subsidiaries will directly or indirectly be transferred to Newco, the 
Sino-Forest Subsidiaries may make payments that are connected to Plan Implementation. 

16. Please provide details of the time spent and interaction by the Monitor with the Ad Hoc 
Committee and/or its advisors. 

This question is irrelevant. However, the Monitor has interacted with the ICNs who have 
signed confidentiality agreements (or their advisors) as it has deemed necessary and 
appropriate in light of, among other things, the RSA (which was filed in connection with the 
initial application), the fact that the Noteholders are the majority creditor of SFC and the 
Monitor's powers and duties under the Initial Order. 

17. The Thirteenth Report provides no analysis of reviewable transactions, broadly defined, or 
the appropriateness of the Plan purporting to except Sino-Forest from the applicable law in 
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this regard (i.e. BJA s. 38 and 95 to 101) . Please provide the Monitor's assessment as to 
whether there have been any inappropriate or reviewable transactions and the 
appropriateness of the Plan in this respect. 

The Plan does not provide for the compromise or release of any of these claims other than 
with respect to the compromise under the Plan itself. We confirm that, in preparing the 
Thirteenth Report, the Monitor did consider those provisions and their non-applicability to 
the transactions under the Plan. The Thirteenth Report provides the Monitor's view that the 
Plan (which includes those provisions) is fair and reasonable. 

18. Please provide the following information, updated to as close to the Meeting Date as possible 
detailed information, by legal entity or relevant group of legal entities within the Sino-Forest 
corporate group, with respect to: 

a. assets by major category (including as a minimum, cash, accounts receivable, and 
timber assets), direct third-party liabilities, and intercompany balances; 

b. employees, activities, and cash flows during this proceeding to date; 
c. direct and/or indirect liabilities and claims indicated during the claims process; 
d. any new subsidiaries incorporated, transfers of material assets between subsidiaries, 

security granted or guarantees provided by subsidiaries during this proceeding or 
during the period prior to this proceeding when the Applicant was negotiating the 
Support Agreement; 

e. any other information considered relevant by the Monitor with respect to the status of 
assets, operations and working capital at such legal entities, including the source of 
that information; and 

f the status and results to date of the Applicant 's surveys and analysis of its timber 
rights and title thereto. 

This question does not pertain to matters reasonably arising from the Thirteenth Report. 
Without prejudice to the Monitor's position this regard, the Monitor notes that both the Sixth 
Report and the Tenth Report contained significant detail regarding the Sino-Forest Business. 
The Monitor confirms that it is not aware of any significant changes since the Tenth Report. 

19. Please produce copies of the Insurance Policies as listed and defined in the Plan. 

The Monitor understands that copies of all insurance policies responsive to the allegations 
against the company and its directors and officers arising from the Muddy Waters allegations 
or responsive to allegation in the Class Actions were made available in the Data Room (as 
defined in the Mediation Order). Any further requests should be directed to the Company. 
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Memorandum 
To: FTI Consulting Canada 

Date: November 22,2012 

Re: Sino-Forest Corporation (the "Company")- Review of Legal Opinions 

I. SCOPE OF REVIEW 

We have reviewed the various legal opinions provided to us by Bennett Jones LLP that were delivered 
in connection with the Indentures, the Supplemental Indentures and the Security (all as defined below). 

The purpose of our review was to determine if the customary legal opinions were given in connection 
with the Indentures (and guarantees thereunder), the Supplemental Indentures and the Security granted 
to the noteholders in connection with the Secured Indentures (as defined below). Our review was not 
exhaustive in that we focussed on the key opinions relating to validity and enforceability, and have 
considered the key opinions from the perspective of what would be required under Canadian law for a 
trustee in bankruptcy to conclude that the relevant security was enforceable against the estate. 

With respect to the vruious share pledges and share charges that were entered into in connection with 
the Secured Indentures, we limited our review to the opinions relating to the amendment and 
restatement of the shru·e pledges and share charges in October 201 0, on the basis that the amended and 
restated agreements replaced all the prior agreements and the security interests were continued under 
the amended and restated agreements. 

With respect to the Indentures, we have reviewed the opinions that were delivered upon the issuance of 
each of the Indentures and each of the Supplemental Indentures. 

Overall, the issuance ofthe Indentures, the Security and the Supplemental Indentures are suppotted by 
legal opinions from the relevant jurisdictions and the opinions are generally satisfactory in form and 
scope for transactions of this nature and contain the customary assumptions and qualifications for such 
opinions. Where, in our view, the opinions were not phrased in customary terms or did not address 
matters customarily the subject of comparable opinions, legal opinions were obtained from 
independent local counsel addressing these matters, as noted in the attached Schedule D. 

Please note that the review which we have conducted is not our firm's legal opinion on any aspect of 
the Indentures, the Supplemental Indentures and/or the Security and this memorandum is provided for 
information purposes only. 

Gll\vline L<llleur Henderson liP • luW)<ers · Patent and Trado·m<~ rkAgems 
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Capitalized terms used in this memorandwn and not otherwise defined herein have the meanings set 
out in the relevant Indenture. 

II. INDENTURES AND SECURITY 

A. Indentures 

The Company has issued the following four indentures: 

I. Indenture dated as of July 23, 2008 between the Company, the Entities listed in Schedule I 
thereto, as Subsidiary Guarantors, and The Bank of New York Mellon ("BNY"), as Trustee 
with respect to the 5.00% Convertible Senior Notes (the "2013 Indenture"); 

2. Indenture dated as of July 27, 2009 between the Company, Law Debenture Trust Company of 
New York ("LDT"), as Trustee, and the Entities listed in Schedule 1 thereto, as Initial 
Subsidiary Guarantors with respect to the 10.25% Guaranteed Senior Notes (the "2014 
Indenture"); 

3. Indenture dated as of December 17, 2009 among Sino-Forest Corporation, the Entities listed in 
Schedule l thereto, as Subsidiary Guarantors, and BNY, as Trustee with respect to the 4.25% 
Convertible Senior Notes (the "2016 Indenture"); and 

4. Indenture dated as of October 21, 2010 among Sino-Forest Corporation, LDT, as Trustee, and 
the Entities listed in Schedule 1 thereto, as Initial Subsidiary Guarantors with respect to the 
6.25% Guaranteed Senior Notes (the "2017 Indenture"). 

The foregoing Indentures are collectively referred to as the "Indentures". The 2013 Indenture and the 
2016 Indenture are collectively referred to as the "Convertible Indentures" and the 2014 Indenture 
and the 2017 Indenture are collectively referred to as the "Secured Indentures,. 

B. Guarantees 

All of the Indentures are secured by guarantees from the Subsidiary Guarantors. The guarantors under 
the Secured Indentures are also guarantors under the Convertible Indentures. However, there are four 
additional guarantors under the Convertible Indentures that did not provide guarantees under the 
Secured Indentures. The four additional guarantors are comprised of three BVI entities and one Hong 
Kong entity (collectively, the "Mandra Guarantors"). 

The "Subsidiary Guarantors" are comprised of the "Initial Subsidiary Guarantors" listed in the 
schedule to the relevant Indenture and any other future Subsidiary required to provide a guarantee 
under the Indenture, other than a Subsidiary organized under the PRC (in the case of the Convertible 
Indentures) or an Unrestricted Subsidiary (in the case of the Secured Indentures). An "Unrestricted 
Subsidiary" is: (i) any Subsidiary that is designated as such by the Board of Directors of the 
Company, (H) any Subsidiary of such Unrestricted Subsidiary and (iii) any Initial Unrestricted 
Subsidiary (set out the Schedule to such Secured Indenture). The Unrestricted Subsidiaries currently 
are: (i) the "Greenheart" group of companies, being Greenheart Group Limited (Bermuda) and its 
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Subsidiaries (including Mega Harvest International Limited (BVI)) and (ii) the "Mandra" group of 
companies, being the Mandra Guarantors and their respective PRC Subsidiaries. 

Any additional Subsidiary that subsequently became a Subsidiary Guarantor entered into a 
Supplemental Indenture whereby it became a party to the relevant Indenture (including the guarantee 
ofthe Company's obligations), as described in (B) below. The entities that have provided guarantees 
under the Indentures are listed on the attached Schedule A. The Subsidiary Guarantors are essentially 
the BVI Subsidiaries (with a few exceptions, as noted below), the Hong Kong Subsidiaries, a Cayman 
Islands Subsidiary and a Barbados Subsidiary. Out of the five BVI Subsidiaries that did not provide a 
guarantee, two are inactive, one is to be de-listed, one was released as a Guarantor and is now an 
Unrestricted Subsidiary (Mega Harvest International Limited) and the other was designated an 
Unrestricted Subsidiary (Greenheart Resources Holdings Limited). 

C. Supplemental Indentures 

Supplemental indentures were issued pursuant to each of the Indentures under which additional 
Subsidiary Guarantors acceded to the relevant Indenture. The following supplemental indentures were 
issued (collectively, the "Supplemental Indentures"): 

1. 2013 Note Indent11re 

(a) 1st supplemental indenture dated July 20, 2009; 

(b) 2nd supplemental indenture dated November 16, 2009; 

(c) 3ro supplemental indenture dated January 15, 2010; 

(d) 4th supplemental indenture dated October 8, 2010; and 

(e) 5th supplemental indenture dated August 5, 2011. 

2. 2014 Note lndellture 

(a) 1st supplemental indenture dated November 16, 2009; 

(b) 2nd supplemental indenture dated January 15, 201 0; 

(c) 3rd supplemental indenture dated October 8, 2010; and 

(d) 4th supplemental indenture dated August 5, 2011. 

3. 2016 Note lnde11ture 

(a) 1st supplemental indenture dated January 15, 201 0; 

(b) 2nd supplemental indenture dated October 8, 2010; and 

(c) 3ro supplemental indenture dated August 5, 2011 
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4. 2017 Note Indenture 

(a) Is1 supplemental indenture dated August 5, 2011. 

D. Securitv 

Pursuant to the Secured Indentures, the Company entered into pledge agreements with respect to its 
shares in the Initial Subsidiary Guarantors, which are all of its direct Subsidiaries.1 The "Initial 
Subsidiary Guarantor Pledgors", as set out in the relevant schedule to such Secured Indenture, each 
pledged the shares it owned in any Initial Subsidiary Guarantor. The entities who have executed share 
pledges, each a "Subsidiary Guarantor Pledgor", are set in Schedule B attached. The list of entities 
whose shares are subject to the share pledges are listed on Schedule C attached. 

The Company and the Subsidiary Guarantor Pledgors each executed a "BVI Pledge" governed by New 
York law and/or a "Share Charge" governed by Hong Kong law. There are three distinct Share 
Charges: (i) a 2004 Share Charge, (ii) a 2006 Share Charge, and (iii) a 2009 Share Charge (each as 
amended and then subsequently each as amended and restated in October 21, 2010). Additionally, 
there is a share charge governed by Barbados law. 

The following pledges and share charges were granted by the various Subsidiary Guarantor Pledgors 
as security for the obligations of the Company and the Subsidiary Guarantor Pledgors under both the 
2014 Note Indenture and the 2017 Note Indenture (collectively, the "Security"): 

I. Second Amended and Restated Pledge Agreement dated as of October 21, 2010 between 
Sino-Forest Corporation, Sin-Panel Holdings Limited, Sino-Panel (Asia) Inc., Dynamic Profit 
Holdings Limited, Sino-Global Holdings Inc., Sino-Capital Global Inc., Sino-Forest 
International (Barbados) Corporation and Suri-Wood Inc. and Law Debenture Trust Company 
of New York, as Security Trustee (the "BVI Share Pledge"), governed by New York law. 

Under the BVI Share Pledge, the Company and the relevant Subsidiary Guarantor Pledgors 
each pledge their interest in the shares of the Subsidiary Guarantors and any other shares of a 
Person owed by it, respectively that becomes a Restricted Subsidiary (and is not a PRC 
Subsidiary or an entity whose jurisdiction of incorporation prohibits the shares from being 
pledged). 

*NOTE: The BVI Share Pledge replaces the Pledge Agreement dated as of September 28, 
2004 (as amended by amending agreements dated February 24, 2006, July 27, 2009 and 
February 5, 2010 and an amendment and restatement agreement dated October 8, 2010). 

2. Amendment and Restatement Deed dated October 21, 2010 between Sino-Forest Corporation, 
Sino-Wood Partners, Limited and Sino-Plantation Limited and Law Debenture Trust Company 
of New York, as Security Trustee (the "2004 HK Share Charge"), governed by Hong Kong 
law. 

1 With the exception of Sino Panel Corporation (a Canadian entity). 
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Under the 2004 HK Share Charge, the Company and the relevant Subsidiary Guarantor 
Pledgors each charge their interest in the entities listed in Schedule 2 thereto and any additional 
future Restricted Subsidiaries which is, or whose holding company is, incorporated in Hong 
Kong. 

*NOTE: The 2004 HK Share Charge replaces the Share Charge dated as of September 28, 
2004 (as amended by amending agreements dated February 24, 2006, July 27, 2009 and 
February 5, 2010). 

3. Amendment and Restatement Deed dated October 21, 2010 between Sino-Capital Global Inc. 
and Sinowood Limited and Law Debenture Trust Company of New York, as Security Trustee 
(the "2006 HK Share Charge"), governed by Hong Kong Law. 

Under the 2006 HK Share Charge the Company and the relevant Subsidiary Guarantor 
Pledgors charge their interest in the entities listed in Schedule 3 thereto and any future 
Restricted Subsidiary incorporated in the Cayman Islands or BVI. 

*NOTE: The 2006 HK Share Charge replaces the Share Charge dated as of November 22, 
2006 (as amended by amending agreements dated July 27, 2009 and February 5, 2010). 

4. Amendment and Restatement Deed dated October 21, 2010 by Suri-Wood Inc. and Law 
Debenture Trust Company ofNew York, as Security Trustee (the "2009 HK Share Charge"), 
governed by Hong Kong law. 

Under the 2009 HK Share Charge the Company and relevant Subsidiary Guarantor .Pledgors 
charge their interests in the entities listed in Schedule 3 thereto and any future Restricted 
Subsidiary incorporated in BVI. 

*NOTE: The 2009 HK Share Charge replaces the Share Charge dated as of July 27, 2009 (as 
amended by an amending agreement dated February 5, 201 0). 

5. Amended and Restated Deed of Charge over Shares dated October 21, 2010 between 
Sino-Forest Corporation, Sino-Forest (Barbados) Corporation and Law Debenture Trust 
Company ofNew York, as Security Trustee (the "Barbados Charge"), governed by Barbados 
law. 

ill. ORIGINAL OPINIONS REVIEWED 

The key opinions that we reviewed fall under the following categories (collectively, the "Original 
Opinions"): 

1. Opinions dated July 23, 2008 related to the issuance of the 2013 Note Indenture and guarantees 
thereunder. 

2. Opinions dated July 27, 2009 related to the issuance ofthe 2014 Note indenture, the guarantees 
thereunder and the Security issued in connection therewith. 
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3. Opinions dated December 17, 2009 related to the issuance of the 2016 Note Indenture and 

guarantees thereunder. 

4. Opinions dated October 21, 2010 related to the issuance of the 2017 Note Indenture, the 
guarantees thereunder and the Security issued in connection therewith. 

5. Opinions related to the Supplemental Indentures: 

(a) Opinions dated July 20, 2009 relating to the accession of the new Subsidiary Guarantors 
to the 1st Supplemental Indenture for the 2013 Note Indenture (collectively, the "July 
2009 Opinions"); 

(b) Opinions dated November 16, 2009 relating to the accession of the new Subsidiary 
Guarantors to: 

(i) 2nd Supplemental Indenture for the 2013 Note Indenture; and 

(ii) 181 Supplemental Indenture for the 2014 Note Indenture 

(collectively, the "November 2009 Opinions"); 

(c) Opinions dated January 15, 2010 relating to the accession of the new Subsidiary 
Guarantors to: 

(i) 3rd Supplemental Indenture for the 2013 Note Indenture; 

(ii) 2nd Supplemental Indenture for the 2014 Note Indenture; and 

(iii) I st Supplemental Indenture for the 2016 Note Indenture; 

(collectively, the "January 2010 Opinions"); 

(d) Opinions dated October 8, 2010 relating to the accession of the new Subsidiary 
Guarantors to: 

(i) 4th Supplemental Indenture for the 2013 Note Indenture; 

(ii) 3rd Supplemental Indenture for the 2014 Note Indenture; and 

(iii) 2nd Supplemental Indenture for the 2016 Note Indenture; 

(collectively, the "October 2010 Opinions"); 

(e) Opinions dated August 5, 2011 relating to the accessiOn of the new Subsidiary 
Guarantors to: 

(i) 5th Supplemental Indenture for the 2013 Note Indenture; 
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(ii) 4th Supplemental Indenture for the 2014 Note Indenture; 

(iii) 3rd Supplemental Indenture for the 2016 Note Indenture; and 

(iv) 1st Supplemental Indenture for the 2017 Note Indenture 

(collectively, the "August 2011 Opinions"). 

The Original Opinions are listed on ScheduleD hereto. 

IV. COMMENTS ON ORIGINAL OPINIONS 

We have no comments on the Original Opinions in respect of the issuance of each of the Indentures. 

As the original share pledge agreement and original share charges comprising the Security were all 
amended and restated as of October 21, 2010, for purposes of determining whether the appropriate 
opinions were obtained in respect of the Security, our review focussed on those opinions delivered on 
October 21, 2010 (which was also the date the 2017 Indenture was issued) and referred to in item Ill.4 
above (collectively, the "October 2010 Opinions"). We have the following comments on certain of 
the October 2010 Opinions relating to the Security. 

A. Hong Kong Ooinions 

1. None of the Linklaters' October 2010 Opinions relating to the 2004 HK Share Charge, the 2006 
HK Share Charge or the 2009 HK Share Charge contain an opinion that the Security creates a 
valid security interest in the charged property (ie. the pledged shares of the Hong Kong 
entities). This issue is addressed by the Milbank HK Opinion (as defined hereafter) described 
in Section V.l(a) below. 

2. The Linklaters' Hong Kong October 2010 Opinion relating to the 2004 HK Share Charge 
contains the opinion that registration is not required to ensure the validity, binding effect and 
enforceability of the Security, except as set out in paragraph 6 of the opinion. Paragraph 6.16 
says that registration may be required at the Companies Registry under section 80 of the 
Companies Ordinance (the "CO") in relation to the entry of the 2004 HK Share Charge by each 
of the Hong Kong Chargors (as defined therein). It states that a signed copy of the 2004 HK 
Share Charge should be delivered for registration within 5 weeks of the date of such document, 
"otherwise those charges may be void against the liquidator or creditor of the HK Chargors. ". 
This opinion does not contain any confirmation of whether this registration was made. 
However, as noted in Section V.l(b) below, the Milbank HK Opinion confirms that the 
required registration was made. 

B. Barbados Opinions 

1. The Chancery Chambers October 2010 Opinion contains the required opinion that the Share 
Pledge creates a valid, perfected security interest in the charged coilateral (paragraph 9), but 
this is subject to the required registrations being made as required under the Companies Act. 
Paragraph 7 of the opinion states that two copies of the Pledge Agreement, together with a 

Page 7 



10 80 

gowlings 
statement of charge outlining the particulars thereof, must be filed with the Registrar of 
Companies in Barbados with 28 days of the creation of the security interest thereunder which is 
necessary to "ensure the validity of the security interests created thereby under the laws of 
Barbados ... ". There is no confirmation in the opinion that such filings were made. As noted 
in Section V .2 below, we subsequently received confinnation that the required registration was 
made within the applicable time frame. 

C. U.S. Opinion 

1. The Linklaters' U.S. October 2010 Opinion contains an assumption in paragraph 3(d) that the 
BVI Share Pledge constitutes a legal, valid and binding agreement of SFC and each Subsidiary 
Guarantor Pledgor and is enforceable against each such party. This assumption should not 
have been made, as the BVI Pledge is governed by NY law. There is an opinion in paragraph 
4.4 that the BVI Pledge constitutes a legal, valid and binding agreement, enforceable against 
each of SFC and the Subsidiary Guarantors, but the opinion is based on an assumption about 
the very subject matter of the opinion. Consequently, there is no validity and enforceability 
opinion regarding the BVI Share Pledge. However, as noted in Section V.3 below, the Milbank 
NY opinion (as defined hereafter) addresses this issue. 

We had the following comments about certain of the opinions relating to the Supplemental Indentures. 

D. Supplemental Indentures: July 2009 Li1lklaters' U.S. Opi1lion 

1. There is an assumption in paragraph 4(i) of the July 2009 Linklaters' U.S. opinion that the 1st 
Supplemental Indenture to the 2013 Note Indenture constitutes a "legal valid and binding 
agreement of the Company, enforceable against the Company in accordance with its terms.". 
There is subsequently an opinion in paragraph 5.2. that the 1st Supplemental Indenture is "a 
valid and legally binding agreement of the Company ... and the New Subsidiary Guarantors, 
enforceable in accordance with its terms ... ". Again, this opinion is based on an assumption 
about the very subject matter of the opinion. This assumption should not have been made as 
the validity and enforceability opinion with respect to the Company is properly the subject of a 
New York law opinion. As noted in Section V.4 below, the Milbank NY opinion addresses this 
issue. 

V. ADDITIONAL OPINIONS 

1. We obtained an opinion from Milbank, Tweed, Hadley & McCloy dated November 21, 2012 
(the "Milbank HK Opinion") in respect of the 2004 HK Share Charge, the 2006 HK Share 
Charge and the 2009 HK Share Charge. The Milbank HK Opinion contained the following 
opinions: 

(a) each of the 2004 HK Share Charge, the 2006 HK Share Charge and the 2009 HK Share 
Charge is effective to create a fixed charge over the Shares and the Dividends (as such 
terms are defined in the respective share charges); and 
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(b) based on the results of searches conducted at the Registrar of Companies: (i) the 2006 

Chargors (as defined therein) were not required to register a copy of the 2006 Share 
Charge, (ii) the 2009 Chargors (as defined therein) were not required to register a copy 
of the 2009 Share Charge, and (iii) each HK Company (as defined therein) has 
complied with the requirements under section 80 of the CO with respect to the 2004 HK 
Share Charge. 

These opinions address to our satisfaction the comments noted in IV A. 1 and 2 above. 

2. Bennett Jones LLP provided us with a copy ofthe Certificate of Registration of Charge issued 
by the Registrar of Companies dated August 17, 2011 confinning that the Barbados Share 
Pledge was registered on November 10, 2010 with the Registrar of Companies. This addresses 
our comment in IV B.l. 

3. We obtained an opinion from Milbank, Tweed, Hadley & McCloy LLP dated November 21, 
2012 (the "Milbank NY Opinion") relating to the BVI Share Pledge. The Milbank NY 
Opinion contains an opinion that the BVI Pledge constitutes a legal, valid and binding 
obligation of each Pledgor (as defined therein), enforceable against each such Pledgor in 
accordance with its terms. ·This opinion addresses our comment in IV C.l. 

4. The Milbank NY Opinion also contains an opinion that the 1st Supplemental Indenture 
constitutes a legal, valid and binding obligation of each Indenture Obligor (as defined therein), 
enforceable against each such Indenture Obligor in accordance with its terms. This opinion 
addresses our comment in IV .D .1. 

The Milbank HK Opinion and the Milbank NY Opinion (collectively, the "Additional Opinions") are 
more fully described in Schedule E. 
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2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

Guarantor 

SCHEDULE A 

Subsidiary Guarantors 

Ace Supreme International Limited 

Alliance Max Limited 

Amplemax Worldwide Limited 

Brain Force Limited 

Cheer Gold Worldwide Limited 

Dynamic Profit Holdings Limited 

Elite Legacy Limited 

Expert Bonus Investments Limited 

Express Point Holdings Limited 

General Excel Limited 

Glory Billion International Limited 

Grandeur Winway Limited 

Harvest Wonder Worldwide Limited 

Homix Limited 

*Mandra Forestry Anhui Limited 

*Mandra Forestry Finance Limited 

*Mandra Forestry Holdings Limited 

*Mandra Forestry Hubei Limited 

Poly Market Limited 

Prime Kinetic Limited 

Regal Win Capital Limited 

1 082 

Jurisdiction 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

BVI 

HK 

BVI 

BVI 

BVT 
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Guarantor Jurisdiction 

22. Rich Choice Worldwide Limited BVI 

23. SFR (China) Inc. BVI 

24. Sino Panel (Suzhou) Limited (formerly known as: BVI 
Pacific Harvest Holdings Limited) 

25. Sino-Capital Global Inc. BVI 

26. Sino-Forest Bio-Science Limited (formerly known as: BVI 
Sino-Two Limited) 

27. Sino-Forest International (Barbados) Corporation Barbados 

28. Sino-Forest Investments Limited BVI 

29. Sino-Forest Resources Inc. BVI 

30. Sino-Global Holdings Inc. BVI 

31. Sino-Global Management Consulting Inc. BVI 

32. Sino-Panel (Asia) Inc. BVI 

33. Sino-Panel (China) Nursery Limited BVI 

34. Sino-Panel (Fujian) Limited BVI 

35. Sino-Panel (Gaoyao) Ltd. BVI 

36. Sino-Panel (Guangxi) Limited BVI 

37. Sino-Panel (Guangzhou) Limited BVI 

38. Sino-Panel (Guizhou) Limited BVI 

39. Sino-Panel (Huaihua) Limited BVI 

40. Sino-Panel (Hunan) Limited (formerly known as: BVI 
Comtech Universal Limited) 

41. Sino-Panel (North Sea) Limited BVI 

42. Sino-Panel (North-East China) Limited B VI 
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Guarantor Jurisdiction 

43. Sino-Panel (Qinzhou) Limited (formerly known as: BVI 
Sino-Panel (Jaiyu) Ltd.) 

44. Sino-Panel (Russia) Limited BVI 

45. Sino-Panel (Shaoyang) Limited BVI 

46. Sino-Panel (Xiangxi) Limited (fonnerly known as: ruch BVI 
Base Worldwide Limited) 

47. Sino-Panel (Y ongzhou) Limited BVI 

48. Sino-Panel (Yunnan) Limited BVI 

49. Sino-Panel Holdings Limited BVI 

50. Sino-Panel Trading Limited BVI 

51. Sino-Plantation Limited HK 

52. Sinowin Investments Limited BVI 

53. Sino-Wood (Fujian) Limited HK 

54. Sino-Wood (Guangdong) Limited HK 

55 . Sino-Wood (Guangxi) Limited HK 

56. Sino-Wood (Jiangxi) Limited HK 

57. Sinowood Limited Cayman Islands 

58. Sino-Wood Partners, Limited HK 

59. Sino-Wood Trading Limited BVI 

60. Smart Sure Enterprises Limited BVI 

61. Suri-Wood Inc. BVI 

62. Trillion Edge Limited BVI 

63. Value Quest International Limited BVI 

64. Well Keen Worldwide Limited BVT 

*Guarantor for Convertible Notes only 
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SCHEDULEB 

Pledgors 

Hong Kong 
BVI Share Barbados 

Pledgor Jurisdiction Share Pledge Charge Charge 

I. Sino-Forest Corporation Canada ./ ./ ./ 

2. Sino-Panel Holdings Limited BV1 ./ 

3. Sino-Panel (Asia) Inc. BVI ./ 

4. Sino-Global Holdings Inc. BVI ./ 

5. Dynamic Profit Holdings Limited BVI ./ 

6. Sino-Wood Partners, Limited HK ./ 

7. Sino-Capital Global Inc. BVI ./ ./ 

8. Sino-Forest International (Barbados) Barbados . ./ ./ 

Corporation 

9. Sinowood Limited Cayman Islands ./ 

10. Sino-Plantation Limited HK ./ 

11. Suri-Wood Inc. BVI ./ ./ 
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SCHEDULEC 

Subsidiaries Currently Covered by Share Pledge/Charges 

Subsidiaries Currently Subsidiaries Currently Subsidiaries Currently 
Pledgor Covered by BVl Pledge Covered by Hong Kong Covered by Barbados 

Charge Charge 

I. Sino-Forest Sino-Panel Holdings Sino-Wood Partners Limited Sino-Forest International 
Corporation Limited (BVI) (HK) (Barbados) Corporation 

Sino-Global Holdings Inc. 
(BVI) 

Sino-Wood Partners Limited 
(HK) 

Sino-Capital Global Inc. 
(BVI) 

Sino-Forest International 
(Barbados) Corporation 
(Barbados) 

Sino-Forest Resources Inc. 
(BVI) (percentage 
shareholding unknown) 

**See Note 1 below 

2. Sino-Panel Holdings Sino-Panel (Asia) Inc. (BVI) nla nla 
Limited 

3. Sino-Panel (Asia) Sino-Panel (Guangxi) n/a nla 
Inc. Limited (BVI) 

Sino-Panel (Yuannan) 
Limited (BVI) 

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

Sino-Panel (Xiangxi) Limited 
(BVI) 

Sino-Panel (Hunan) Limited 
(BVI) 

SFR (China) Inc. (BVI) 

Sino Panel (Suzhou) Limited 
(BVI) 

Sino-Panel (Gaoyao) Ltd. 
(BVI) 

Sino-Panel (Guangzhou) 
Limited (BVl) 

Sino-Panel (North Sea) 
Limited (BVI) 

Sino-Panel (Guizhou) 
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Subsidiaries Currently Subsidiaries Currently S ubsidiaries Currently 
Pledgor Covered by BVI Pledge Covered by Hong Kong C overed by Barbados 

Charge Charge 

Limited (BVI) 

Sino-Panel (Huaihua) 
Limited (BVI) 

Sino-Panel (Qinzhou) 
Limited (BVI) 

Sino-Panel (Y ongzhou) 
Limited (BVI) 

Sino-Panel (Fujian) Limited 
(BVI) 

Sino-Panel (Shaoyang) 
Limited (BVI) 

Sino-Panel (China) Nursery 
Limited (BVI) 

Sino-Panel (Russia) Limited 
(BVI) 

Sino-Panel Trading Limited 
(BVI) 

**See Note 2 below 

4. Sino-Global Grandeur Winway Limited n/a nla 
Holdings Inc. (BVI) 

Sinowin Investments Limited 
(BVI) 

*"'See Note 3 below 

5. Dynamic Profit Sino-Forest Investments n/a n/a 
Holdings Limited Limited (BVI) 

6. Sino-Wood n/a Dynamic Profit Holdings n/a 
Partners, Limited Limited (BVT) 

Sino-Forest Resources Inc. 
(BVI) (percentage shareholding 
unknown) 

Sino-Wood Trading Limited 
(BVI) 

Sino-Plantation Limited (HK) 

Suri-Wood lnc. (BVI) 

"""See Note 4 belaw 
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Subsidiaries Currently Subsidiaries Currently Subsidiaries Currently 
Pledgor Covered by BVI Pledge Covered by Hong Kong Covered by Barbados 

Cbarge Charge 

7. Sino-Capital Global Sinowood Limited (Cayman Sinowood Limited (Cayman nla 
Inc. Islands) Islands) 

Homix Limited (BVI) *"' See Note 5 below 

Sino-Global Management 
Consulting Inc. (BVI) 

Elite Legacy Limited (BVI) 

"*See Note 5 below 

8. Sino-Forest **See Note 5 below n/a n/a 
International 
(Barbados) 
Corporation 

9. Sinowood Limited nla Sino-Forest Bio-Science nla 
Limited (BVI) 

10. Sino-Plantation nla Sino-Wood (Guangxi) Limited nla 
Limited (HK) 

Sino-Wood (Jiangxi) Limited 
(HK) 

Sino-Wood (Guangdong) 
Limited (HK) 

Sino-Wood (Fujian) Limited 
(HK) 

11. Suri-Wood Inc. Ace Supreme International Same list as "Subsidiaries nla 
Limited (B VI) Currently Covered by BVI 

Alliance Max Limited (BVI) 
Charge" 

Trillion Edge Limited (BVI) 

General Excel Limited (BVI) 

Brain Force Limited (BVI) 

Prime Kinetic Limited (BVI) 

Poly Market Limited (BV1) 

Value Quest International 
Limited (BVI) 

Well Keen Worldwide 
Limited (B VI) 

Cheer Gold Worldwide 
Limited (BVI} 
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Subsidiaries Currently Subsidiaries Currently Subsidiaries Currently 
Pledgor Covered by BVI Pledge Covered by Hong Kong Covered by Barbados 

Charge Charge 

Regal Win Capital Limited 
(BVI) 

Harvest Wonder Worldwide 
Limited (BVI) 

RJch Choice Worldwide 
Limited (BVI) 

Amplema,"( Worldwide 
Limited (BVI) 

Glory Billion International 
Limited (BVI) 

Smart Sure Enterprises 
Limited (BVI) 

Expert Bonus Investments 
Limited (BY I) 

Express Point Holdings 
Limited (BVI) 

Note 1: Sino Panel Corporation (Canada) is a subsidiary of Sino-Forest Corporation but is not a 
Restricted Subsidiary and is not listed in the table above. 

Note 2: The following companies are subsidiaries of Sino-Panel (Asia) Inc. but are not 
Restricted Subsidiaries and not listed in the table above: 

• Sino-Panel (China) Investments Limited (PRC) (WFOE) 
• Hunan Jiaya Wood Products Co. Ltd . (PRC) (WFOE) 

Note 3: Max Grain Development Limited (BVI) (to be deregistered) is a subsidiary of 
Sino-Global Holdings Inc. but is not a Restricted Subsidiary and is not listed in the table above. 

Note 4: Sinowood Finance Limited (BVI) (inactive) is a subsidiary of Sino-Wood Partners, 
Limited but is not a Restricted Subsidiary and is not listed in the table above. 

Note 5: The following companies are subsidiaries of Sino-Capital Global Inc. or Sino-Forest 
International (Barbados) Corporation but are not Restricted Subsidiaries and not listed in the 
table above: 

• Sinowood Holdings Limited (Cayman Islands) (inactive) 
• Greenheart Group Limited (Bermuda) (63.60% sharehoJding) 

• Greenheart Resources Holdings Limited (BVI) (39.61% shareholding) 
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SCHEDULED 

Original O[!inions 

A. Opinions related to the issuance of the 2013 Note Indenture and Guarantees 

1. BVI Opinion from Appleby addressed to Merrill Lynch, Pierce, Fenner & Smith 
Incorporated, Credit Suisse (USA) LLC and The Bank of New York Mellon dated 
July 23, 2008. 

2. Canadian Opinion from Aird & Berlis LLP addressed to Merrill Lynch, Pierce, Fenner & 
Smith Incorporated, Credit Suisse Securities (USA) LLC, Davis Polk & Wardwell and 
Stikeman Elliott LLP dated July 23, 2008. 

3 . Reliance Letter from Aird & Berlis LLP addressed to The Bank of New York Mellon in 
New York and Hong Kong dated July 23, 2008. 

4. English Opinion from Linklaters addressed to Merrill Lynch, Pierce, Fenner & Smith 
Incorporated and Credit Suisse Securities (USA) LLC dated July 23, 2008. 

5. Hong Kong Opinion from Linklaters addressed to Merrill Lynch, Pierce, Fenner & Smith 
Incorporated and Credit Suisse Securities (USA) LLC dated July 23, 2008. 

6. U.S. Opinion from Linklaters addressed to Merrill Lynch, Pierce, Fenner & Smith 
Incorporated and Credit Suisse Securities (USA) LLC dated July 23, 2008. 

7. People's Republic of China Opinion from Jingtian & Gongcheng addressed to 
Sino-Forest Corporation dated July 23, 2008. 

8. Canadian Opinion from Stikeman Elliott LLP addressed to Merrill Lynch, Pierce, 
Fenner & Smith Incorporated, Credit Suisse (USA) LLC and The Bank of New York 
Mellon dated July 23, 2008. 

9. U.S. Opinion from Davis Polk & Wardwell LLP addressed to Merrill Lynch, Pierce, 
Fenner & Smith Incorporated, Credit Suisse (USA) LLC and The Bank of New York 
Mellon dated July 23, 2008. 

10. BVI Opinion from Appleby addressed to Merrill Lynch, Pierce, Fenner & Smith 
Incorporated, Credit Suisse (USA) LLC and The Bank of New York Mellon dated 
August 6, 2008. 

11. Canadian Opinion from Aird & Berlis LLP addressed to Merrill Lynch, Pierce, Fenner & 
Smith Incorporated, Credit Suisse Securities (USA) LLC, Davis Polk & Wardwell and 
Stikeman Elliott LLP dated August 6, 2008. 

12. Reliance Letter from Aird & Berlis LLP addressed to The Bank of New York Mellon in 
New York and Hong Kong dated August 6, 2008. 
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13. English Opinion from Linklaters addressed to Merrill Lynch, Pierce, Fenner & Smith 
Incorporated and Credit Suisse Securities (USA) LLC dated August 6, 2008. 

14. Hong Kong Opinion from Linklaters addressed to Merrill Lynch, Pierce, Fenner & Smith 
Incorporated and Credit Suisse Securities (USA) LLC dated August 6, 2008. 

15. U.S. Opinion from Linklaters addressed to Merrill Lynch, Pierce, Fenner & Smith 
Incorporated and Credit Suisse Securities (USA) LLC dated August 6, 2008. 

16. People's RepubHc of China Opinion from Jingtian & Gongcheng addressed to 
Sino-Forest Corporation dated August 6, 2008. 

B. Opinions related to the issuance of the 
2014 Note Indenture, Guarantees and Secu1ity 

1. Canadian Opinion from Aird & Berlis LLP addressed to Law Debenture Trust Company 
of New York, Credit Suisse Securities (USA) LLC, Stikeman Elliott LLP, Clifford 
Chance, Barclays Bank PLC, as Agent, Davis Polk & Wardwell and Commerce & 
Finance Law Offices dated July 27, 2009. 

2. Second Canadian Opinion from Aird & Berlis LLP addressed to Credit Suisse Securities 
(USA) LLC, Davis Polk & Wardwell LLP, Stikeman Elliott LLP and Commerce & 
Finance Law Offices dated July 27, 2009 re Dealer Management Agreement. 

3. BVI Opinion from Appleby addressed to Credit Suisse Securities (USA) LLC and Law 
Debenture Trust Company ofNew York dated July 27, 2009. 

4. Cayman Islands Opinion from Appleby addressed to Credit Suisse Securities (USA) LLC 
and Law Debenture Trust Company of New York dated July 27, 2009 re Sinowood 
Limited. 

5. BVI Opinion from Appleby addressed to Law Debenture Trust Company of New York 
and Barclays Bank Pic dated July 27,2009 re Suri-Wood Inc. 

6. BVI Opinion from Appleby addressed to Law Debenture Trust Company of New York 
and Barclays Bank Plc dated July 27, 2009. 

7. Cayman Islands Opinion from Appleby addressed to Law Debenture Trust Company of 
New York and Barclays Bank Plc dated July 27,2009. 

8. English Opinion from Linklaters addressed to Credit Suisse Securities (USA) LLC dated 
July 27, 2009 re Barclays Facility Agreement. 

9. Hong Kong Opinion from Linklaters addressed to Credit Suisse Securities (USA) LLC 
dated July 27, 2009 re Dealer Management Agreement dated June 24, 2009 re 2014 
Indenture. 

I 0. Hong Kong Opinion from Linklaters addressed to Credit Suisse Securities (USA) LLC 
dated July 27, 2009 re Share Charge dated July 27, 2009. 
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11. Hong Kong Opinion from Linklaters addressed to Credit Suisse Securities (USA) LLC 
dated July 27, 2009 re amendment to Share Charge dated November 22, 2006. 

12. Hong Kong Opinion from Linklaters addressed to Credit Suisse Securities (USA) LLC 
dated July 27, 2009 re amendment to Share Charge dated September 28, 2004. 

13. U.S. Opinion from Linklaters addressed to Law Debenture Trust Company of New York 
dated July 27, 2009 re consent solicitation. 

14. U.S. Reliance Letter from Linklaters addressed to Law Debenture Trust Company of 
New York dated July 27,2009 re opinion referred to in #13 above. 

15. U.S. Opinion from Linklaters addressed to Barclays Bank PLC and Law Debenture Trust 
Company ofNew York dated July 27, 2009 re Second Amendment Agreement to Share 
Pledge dated September 28, 2004. 

16. U.S. Opinion from Linklaters addressed to Credit Suisse Securities (USA) LLC dated 
JuJy 27, 2009 re Dealer Management Agreement, 2014 Indenture and amendment to BVI 
Pledge. 

17. U.S. Reliance Letter from Linklaters addressed to Law Debenture Trust Company of 
New York dated July 27,2009 re opinion referred to in #16 above. 

18. Hong Kong Opinion from Linklaters addressed to Law Debenture Trust Company of 
New York and Barclays Bank PLC dated July 27, 2009 re Share Charge dated 
November 22, 2006. 

19. Hong Kong Opinion from Linklaters addressed to Law Debenture Trust Company of 
New York and Barclays Bank PLC dated July 27, 2009 re Share Charge dated 
September 28, 2004. 

20. Hong Kong Opinion from Linklaters addressed to Law Debenture Trust Company of 
New York dated July 27, 2009 re Suri-Wood Inc. and 2009 HK Share Charge. 

21. U.S. Opinion from Linklaters addressed to Barclays Bank PLC and Law Debenture Trust 
Company ofNew York dated July 27,2009 re amendment to BVl Pledge. 

22. People' s Republic of China Opinion from Jingtian & Gongcheng addressed to 
Sino-Forest Corporation dated July 27, 2009. 

C. OQinions related to the issuance of the 2016 Note Indenture and Guarantees 

I. Canadian Opinion from Aird & Berlis LLP addressed to Credit Suisse Securities (USA) 
LLC, TD Securities Inc., Davis Polk & Wardwell, Merrill Lynch, Pierce, Fenner & Smith 
Incorporated and Stikeman Elliott LLP dated December 17, 2009. 

2. Reliance Letter from Aird & Berlis LLP addressed to The Bank of New York Mellon in 
New York, Hong Kong and Toronto dated December 17, 2009 re opinion referenced in 
#1 above. 
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3. BVI Opinion from Appleby addressed to Credit Suisse (USA) LLC, Merrill Lynch, 
Pierce, Fenner & Smith Incorporated, TD Securities Inc. and The Bank of New York 
Mellon dated December 17, 2009. 

4. Cayman Islands Opinion from Appleby addressed to Credit Suisse Securities (USA) 
LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, TD Securities Inc. and The 
Bank of New York Mellon dated December 17, 2009. 

5. Hong Kong Opinion from Linklaters addressed to Credit Suisse Securities (USA) LLC, 
Merrill Lynch, Pierce, Fenner & Smith Incorporated and TD Securities Inc. dated 
December 17, 2009. 

6. U.S. Opinion from Linklaters addressed to Credit Suisse Securities (USA) LLC, Merrill 
Lynch, Pierce, Fenner & Smith Incorporated and TD Securities Inc. dated December 17, 
2009. 

7. U.S. Reliance Letter from Linklaters addressed to The Bank of New York Mellon, as 
Trustee, dated December 17, 2009 re opinion referenced in #6 above. 

8. People's Republic of China Opinion from Jingtian & Gongcheng addressed to 
Sino-Forest Corporation dated December 17,2009. 

D. Opinions related to the issuance of the 
2017 Note Indenture, Guarantees and Security 

1. Canadian Opinion from Aird & Berlis LLP addressed to Bane of America Securities 
LLC, Davis Polk & Wardwell LLP, Law Debenture Trust Company ofNew York, Credit 
Suisse Securities (USA) LLC and Stikeman Elliott LLP dated October 21, 2010. 

2. BVI Opinion from Appleby addressed to Credit Suisse Securities (USA) LLC, Bane of 
America Securities LLC and Law Debenture Trust Company of New York dated 
October 21,2010. 

3. Cayman Islands Opinion from Appleby addressed to Credit Suisse Securities (USA) 
LLC, Bane of America Securities LLC and Law Debenture Trust Company ofNew York 
dated October 21, 2010. 

4. Barbados Opinion from Chancery Chambers addressed to Bane of America Securities 
LLC, Law Debenture Trust Company of New York and Credit Suisse Securities (USA) 
LLC dated October 21,2010. 

5. People's Republic of China Opinion from Commerce & Finance Law Offices addressed 
to Bane of America Securities LLC and Credit Suisse Securities (USA) LLC dated 
October 21,2010. 

6. U.S. Opinion .from Davis Polk & Wardwell LLP addressed to Bane of America Securities 
LLC and Credit Suisse Securities (USA) LLC dated October 21,2010. 
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7. U.S. Opinion from Linklaters addressed to Bane of America Securities LLC and Credit 
Suisse Securities (USA) LLC dated October 2I, 2010. 

8. U.S. Reliance Letter from Linklaters addressed to Law Debenture Trust Company of 
New York dated October 21, 2010 re opinion referred to in #7 above. 

9. Hong Kong Opinion from Linklaters addressed to Bane of America Securities LLC and 
Credit Suisse Securities {USA) LLC dated October 21, 2010 re Note Indenture. 

I 0. Hong Kong Opinion from Linklaters addressed to Bane of America Securities LLC, 
Credit Suisse Securities (USA) LLC and Law Debenture Trust Company of New York 
dated October 21, 2010 re Amended and Restated 2004 HK Share Charge. 

1 I . Hong Kong Opinion from Linklaters addressed to Bane of America Securities LLC, 
Credit Suisse Securities (USA) LLC and Law Debenture Trust Company of New York 
dated October 21, 20 I 0 re Amended and Restated 2006 HK Share Charge. 

I2. Hong Kong Opinion from Linklaters addressed to Bane of America Securities LLC, 
Credit Suisse Securities (USA) LLC and Law Debenture Trust Company of New York 
dated October 21,2010 re Amended and Restated 2009 HK Share Charge. 

13. English Opinion from Linklaters addressed to Bane of America Securities LLC, Credit 
Suisse Securities (USA) LLC and Law Debenture Trust Company of New Y ark dated 
October 21, 2010. 

14. People's Republic of China Opinion from Jingtian & Gongcheng addressed to 
Sino-Forest Corporation dated October 21, 20 I 0. 

I5. Canadian Tax Opinion from Stikeman Elliott LLP addressed to Bane of America 
Securities LLC and Credit Suisse Securities (USA) LLC dated October 21, 2010. 

E. July 2009 Opinions re Supplemental Indenture 

1. BVI Opinion from Appleby addressed to The Bank of New York Mellon dated July 20, 
2009. 

2. Cayman Islands Opinion from Appleby addressed to The Bank of New York Mellon 
dated July 20, 2009. 

3. Hong Kong Opinion from Linklaters addressed to The Bank of New York Mellon dated 
July 20, 2009. 

4. U.S. Opinion from Linklaters addressed to The Bank ofNew York Mellon dated July 20, 
2009. 

F. November 2009 Opinions relating to accession of New Subsidiary Guarantors 

l. BVI Opinion from Appleby addressed to The Bank of New York Mellon dated 
November 16, 2009 re 2013 Note Indenture. 
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2. U.S. Opinion from Linklaters addressed to The Bank of New York Mellon dated 
November 16, 2009 re 2013 Note Indenture. 

3. BVI Opinion from Appleby addressed to Law Debenture Trust Company ofNew York 
dated November 16, 2009 re 2014 Note Indenture. 

4. Hong Kong Opinion from Linklaters addressed to Law Debenture Trust Company of 
New York dated November 16,2009 re 2014 Note Indenture. 

5. U.S. Opinion from Linklaters addressed to The Law Debenture Trust Company ofNew 
York dated November 16, 2009 re 2014 Note Indenture. 

G. Januan• 2010 Opinions relating to accession ofNew Subsidiary Guarantors 

1. BVI Opinion from Appleby addressed to The Bank of New York Mellon dated 
January 15, 2010 re 2013 Note Indenture. 

2. U.S. Opinion from Linklaters addressed to The Bank of New York Mellon dated 
January 15,2010 re 2013 Note Indenture. 

3. BVI Opinion from Appleby addressed to Law Debenture Trust Company of New York 
dated January 15, 2010 re 2014 Note Indenture. 

4. U.S. Opinion from Linklaters addressed to The Law Debenture Trust Company of New 
York dated January 15, 2010 re 2014 Note Indenture. 

5. BVI Opinion from Appleby addressed to The Bank of New York Mellon dated 
January 15, 20 I 0 re 2016 Note Indenture. 

6. U.S. Opinion from Linklaters addressed to The Bank of New York Mellon dated 
January 15,2010 re 2016 Note Indenture. 

H. October 2010 Opinions relating to acc~sion ofNew Subsidiary Guarantors 

I . BVI Opinion from Appleby addressed to The Bank of New York Mellon dated 
October 8, 2010 re 2013 and 2016 Note Indentures. 

2. BVI Opinion fi·om Appleby addressed to Law Debenture Trust Company of New York 
dated October 8, 2010 re 2014 Note Indenture. 

3. U.S. Opinion from Linklaters addressed to The Bank of New York Mellon dated 
October 8, 201 0 re 2013 Note Indenture. 

4 . U.S. Opinion from Linklaters addressed to The Bank of New York Mellon dated 
October 8, 20 I 0 re 2014 Note Indenture. 

5. U.S. Opinion from LinkJaters addressed to The Bank of New York Mellon dated 
October 8, 201 0 re 2016 Note Indenture. 
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I. August 2011 Opinions relating to accession of New Subsidiary Guarantors 

1. BVI Opinion from Appleby addressed to The Bank of New York Mellon dated August 5, 
2011 re 2013 and 2016 Note Indenture. 

2. BVI Opinion from Appleby addressed to Law Debenture Trust Company ofNew York 
dated August 5, 2011 re 2014 and 2017 Note Indentures (Elite Legacy Limited). 

3. BVI Opinion from Appleby addressed to Law Debenture Trust Company ofNew York 
dated August 5, 2011 re 2014 and 2017 Note Indentures (Sino-Capital Global Inc.). 

4. U.S. Opinion from Linklaters addressed to The Law Debenture Trust Company of New 
York dated August 5, 2011 re 2013 Note Indenture. 

5. U.S. Opinion from Linklaters addressed to The Law Debenture Trust Company of New 
York dated August 5, 2011 re 2014 Note Indenture. 

6. U.S. Opinion from Linklaters addressed to The Law Debenture Trust Company of New 
York dated August 5, 2011 re 2016 Note Indenture. 

7. U.S. Opinion from Linklaters addressed to The Law Debenture Trust Company of New 
York dated August 5, 2011 re 2017 Note Indenture. 
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SCHEDULEE 

Additional Opinions 

I. U.S. opinion from Milbank, Tweed, Hadley & McCloy LLP addressed to FTI Consulting 
Canada Inc. dated November 21, 2012 re: BVI Share Pledge and 1st Supplemental 
Indenture to 2013 Indenture. 

2. Hong Kong opinion from Milbank, Tweed, Hadley & McCloy addressed to FTI 
Consulting Canada Inc. dated November 21, 2012 re: 2004 HK Share Charge, 2006 HK 
Share Charge, 2009 HK Share Charge. 

TOR_ LA WI 7979224\6 
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gowlings 
December 5, 2012 

SENT BY EMAIL 

TO THE SERVICE LIST 

Dear Sirs/Mesdams: 

Rc: Sino-Forest Corporation (CV-12-9667-00CL) 

Jennifer Stam 
Di~ct 416-862-5697 

jenniler.stam@gowlings.com 

We reter to U1e Monitor's Supplemental Report to the Thirteenth Report dated December 4, 2012 
(the "Supplementnl R~port''). Capitalized terms used herein and not otherwise defined have the 
meaning given to them in the Supplemental Report or the Plan, as applicable. 

At the request of counsel to the Ontario Plaintins, we write to confirm the intent of the parenthetical 
at the end of paragraph 7(d)(iv) of the Supplemental Report. Paragraph 7(d)(iv) of the Supplemental 
Report is as follows: "in the event that the Ernst & Young Settlement is not completed in accordance 
with its terms, the Emst & Young Release will .not become effective (and any claims against Ernst & 
Young will be assigned to the Litigation Trust).'' 

The intent of the parenthetical at the end of paragraph 7(d)(.iv) of the Supplemental Report was to 
convey that if the Ernst & Young Settlement was not completed in accOI'dance with its terms, then 
any Causes of Action of the Company and Trustees against Ernst & Young would be assigned to the 
Litigation Trust (and are not Excluded Litigation Trust Claims}. The intent was not to imply that, in 
those circumstances, any Class Action Claims would be assigned to the Litigation Trust. 

This Jetter will also be filed with the Court. 

Sincerely, 

GOWLJNC J..,AFLlWR HENDERSON LLP 

~~ ~iferStam 
JS 

TOit_l.r\W\ 805505(1\1 

Gowling Lafleur Henuersonur, · L<lWY(JfS • I'Nent and fwde·nmrll Agents 
I l·u~\ Canett1ian l'l~~t:e • lOO Ki111~ Strei!t Wi):;t ·Suite 1600 · loro:IVJ • OnlariL• · M5X IG5 · C;HI<tlla T '11G·8G2· (525 F 416-862·/(iGI gowlings.com 
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uLIBennett 
.Jones 

Robert W. Staley 
Direot Lino! 416.777.48S7 
e-mail; staloyr@bonnettjoues.eom 

January 3, 2013 

Sent By Email 

Mr. Won J. Kim 
Kim Orr Barristers P.C. 
200 Front Street West 
Suite 2300 
Toronto ON MSV 3K2 

Dear Mr. Kim: 

1099 
Benn~tt Jones llP 

3400 One First C11nadlan Place, PO Box 130 

Toronto, Ontario, Canada MSX 1 A4 

Tel: 416.863.1200 Fax: 416.863.1716 

Re: Sino-Forest Corporation ("Sino-Forestu) CCAA Proceeding 

I am writing to confirm our telephone conversation of January 2, 2013. 

On behalf of your clients you have served a notice of motion for leave to appeal to the Court of 
Appeal for Ontario from the December 10,2012 order of Justice Morawetz sanctioning Sino-Forest's 
CCAA Plan. I confirm your advice that your clients are not seeking a stay pending appeal, nor an 
expedited appeal, of the Plan sanction order. I also confhm that your advice that your clients are not 
seeking to prevent the implementation of Sino-Forest's CCAA Plan. 

The Plan currently is scheduled to be implemented on or by January 15, 2013. In light of the 
foregoing, as the Plan sanction order has not been stayed, Sino~Forest (with the consent and support 
of the Initial Consenting Noteholdcrs and the Monitor) intends to proceed to implement the Plan. 

Robert W. Staley 

RWS/jm 

cc: Service List 

WSLegal\OS9250\00008\8497684vl 

ww w. ben n ett}o nes, com 



TAB31 



January 3, 2013 

VIA EMAIL 

Mr. Robert W. Staley 
Bennett Jones LLP 
3400 One First Canadian Place 
P.O. Box 130 
Toronto, Ontario 
M5X 1A4 

Dear Mr. Staley: 

KIM·ORR 

RE: Sino-Forest Corp. CCAA Proceeding 

Thank you for yo1n·letter of January 3, 2012. 

Won J. Kim P.C. 
Tel: (416) 349-6570 

E-mail: wjk@kimon·.ca 

We confirm that the proposed appeal only concerns Article 11 of the Plan of Compromise 
and Reorganization ("Plan") and sections 40 and 41 of the Plan Sanction Order. Since 
Article 11 does not appear to be connected or integral to the Plan, we do not intend to seek 
a stay of the Plan Implementation. 

Please note that our office has moved to 19 Mel'cel' Street, 4111 Floor, Toronto, Ontario, 
M5V3K2. 

Yours truly, 

Sei·vice List 

KIM ORR BARRISTERS P.C. 19 MERCER STREET, .(t~> FLOOR, TORONTO, ON MSV I H2 
T. 416.596.1414 F. 416.598.0601 www.klmorr.ca 

1100 
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..._ Lenczner 

..., Slaght 

January 3, 2013 

SENT BY EMAIL 

Mr. Won J. Kim 
Kim Orr Barristers P.C. 
4th Floor 
19 Mercer Street 
Toronto~ ON M5V 1 H2 

RE: Sino-Forest Corporation 

DearMr. Kim: 

Peter Griffin 

130 Adelaide St W 
Suite26oo 
Toronto, ON 
Canada M5H 3P5 

Direct line: 416-865-2921 
Direct fax: 416-865-3558 

T 416-865-9500 •.. 
F 416-865-9010 
www.lltignte.com 

Email: pgriffin@litigate.com 

I haw seen your letter of January 3. 2013 to Mr. Staley. 

While I do not think that you could reasonably expect that others would necessarily share 
the views expressed in paragraph two of your letter, we acknowledge your advice that 
you do not intend to seek a stay of Plan Implementation. 

y 0~/;ery truly, 

111M 
Peter Griffin 

PHG/jl 

cc: Robert Staley 

cc: The Service List 

E!ARRISTERS U:NCZNER SLAGHT ROYCE SMI'fH GRIFFIN LLP 

11 01 
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Court File No.: CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OFTIIE 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 

Court File No.: CV-lJ-431153-00CP 

BETWEEN : 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND 
EASTERN CANADA, THE TRUSTEES OF TilE INTERNATIONAL UNION OF 

OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING 
ENGINEERS IN ONTARIO, SJUNDE AP-FONDEN, DAVID GRANT and 

ROBERT WONG 
Plaintiffs 

-and-

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIIVIITED 
(formerly known as BDO MCCABE LO Lll\IITED), ALLEN T. Y. CHAN, W. 
JUDSON MARTIN, KAI KIT POON, DAVID J. HORSLEY, WILLIAM E. 

ARDELL, JAMES P. BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON 
MURRAY, PETER WANG, GARRY J. WEST, POYRY (BEIJING) 

CONSULTING COMPANY LIMITED, CREDIT SUISSE SECURITIES 
(CANADA), INC., TD SECURITIES INC., DUNDEE SECURITIES 

CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL 
INC., erne WORLD MARKETS INC., MERRILL LYNCH CANADA INC., 

CANACCORD FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., 
CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE, 

FENNER & SMITH INCORPORATED (successor by merger to Bane of America 
Securities LLC) 

Defendants 

Proceeding under the Class Proceedings Act, 1992 



- 2 -

NOTICE OF MOTION 
{returnable February 4, 2013) 

TAKE NOTICE that the Ad Hoc Committee of Purchasers of the Applicant's 

Securities, including the plaintiffs in the action commenced against Sino-Forest 

Corporation ("Sino-Forest") in the Ontario Superior Court of Justice, bearing (Toronto) 

Court File No. CV·li-431153-00CP (the "Ontario Plaintiffs" and the .. Ontario Class 

Action", respectively), will make a motion to a Judge of the Commercial List on 

February 4, 2013 at 10:00 a.m., 330 University Avenue, 81
h Floor, Toronto, Ontario, or at 

such other time and place as the Court may direct. 

PROPOSED METHOD OF HEARING: The motion is to be heard orally. 

THE MOTION IS FOR: 

(a) an order,i n the form attached as Schedule "A" to this notice of motion, 

(i) if necessary, validating and abridging the time for service and 

filing ofthis motion and motion record, and dispensing with any 

further service thereof; 

(ii) appointing the Ontario Plaintiffs as representatives on behalf of 

the Securities Claimants as defmed in the draft order; 

(iii) declaring that the Ernst & Young Settlement (as defined in the 

Plan of Compromise and Reorganization of the Applicant under 

the Companies' Creditors Arrangement Act dated December 3, 

2012 (the "Plan") and as provided for in section 11.1 ofthe Plan, 

such Plan having been approved by this Honourable Court by 

Order dated December 10, 20 12) is fair and reasonable in all the 

circumstances and for the purposes of both proceedings; 

(iv) approving the Ernst & Young Settlement and the Ernst & Young 

Release (as defined in the Plan) for all purposes and implementing 

them in accordance with their terms; 

~l1 0 3 
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(v) establishing a settlement trust for the purposes of the Ernst & 

Young Settlement and irrevocably channeling all Ernst & Young 

Claims (as defined in the Plan) to the settlement trust in 

accordance with the terms of the order; 

(vi) directing that the entire Settlement Amount (net of class counsel 

fees, disbursements and taxes, including, without limitation, 

notice and administration costs and payments to Claims Funding 

International) shall be distributed to and for the benefit of the 

Securities Claimants for their claims against Ernst & Young; and 

(vii) requesting the recognition of the courts and other bodies in 

Canada or the United States to give effect to the order; 

(b) an order for the preservation and production of certain documents in the 

power, possession or control ofErnst & Young LLP; and 

(c) Such further and other relief as this Honourable Court deems just. 

THE GROUNDS FOR THE MOTION ARE: 

(a) On July 20, 2012, the Ontario Plaintiffs commenced the Ontario Action 

against Sino-Forest, Ernst & Young LLP and other defendants; 

(b) Guining Liu (the "Quebec Plaintiff') brought a similar class proceeding 

against Sino-Forest, Ernst & Young LLP and other defendants in Quebec; 

(c) David Leapard and others (the "New York Plaintiffs") have brought a 

proceeding in the United States New York Southern District Comt 

against Sino-Forest, Ernst & Young LLP and other defendants; 

(d) the Ontario Plaintiffs allege that the defendants made misrepresentations 

in Sino-Forest's public filings. including its financial statements and 

offering documents; 

., 1 0 4 
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(e) the Ontario Plaintiffs allege that Ernst & Young LLP misrepresented that 

(a) Sino-Forest's 2007, 2008, 2009 and 2010 annual financial statements 

were prepared in accordance with generally accepted accounting 

principles; and (b) Ernst & Young LLP had conducted its 2007, 2008, 

2009 and 2010 audits of Sino-Forest in accordance with generally 

accepted auditing standards; 

(f) Ernst & Young LLP denies these allegations; 

(g) On March 30, 2012, Sino-Forest filed for protection from its creditors 

pursuant to the Companies' Creditors Arrangement Act (the "CCAA"); 

(h) On May 8, 2012, the CCAA Court stayed the class actions against the 

third party defendants, including Ernst & Young LLP, to allow all 

stakeholders to focus on Sino-Forest's restructuring; 

(i) On May 14, 2012, the CCAA Court issued ac laims procedure order, 

which required any person with a claim against Sino-Forest Corporation, 

its directors or officers, or its subsidiaries to file proofs of claim and 

permitted the Ontario Plaintiffs to file a proof of claim on behalf of the 

entire class; 

U) Ernst & Young LLP filed two proofs of claim on June 20, 2012. Its 

proofs of claims stated that Ernst & Young LLP had claims against Sino­

Forest, its directors and officers and 136 subsidiaries. These claims 

included contractual indemnities from the subsidiaries; 

(k) On July 25, 2012, the CCAA Court ordered that the Parties (as defined in 

that order) participate in mediation, including the Ontario Plaintiffs and 

Ernst & Young LLP; 

(I) An early draft of the Plan was first filed with the CCAA court on August 

14, 2012. There have been amendments to the Plan since then, but the 

Plan has always provided for releases for Sino-Forest subsidiaries and 

11 0 5 
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certain of Sino-Forest directors and officers, who are third parties to the 

Plan. The releases of these subsidiaries was considered necessary to the 

restructuring ofSino-Forest; 

(m) The court·ordered mediation amongst all Parties proceeded in September, 

but did not result in a settlement at that time; 

(n) The Ontario Plaintiffs and Ernst & Young continued settlement 

discussions, including bi-lateral mediation in late November, 2012; 

(o) Continued discussions to resolve the issues of the various stakeholders 

was encouraged by the CCAA Court; 

(p) Until late November 2012, Ernst & Young LLP maintained its opposition 

to releases for the subsidiaries as the subsidiaries were neither debtors in 

the CCAA proceedings nor resident in Canada. Ernst & Young LLP had 

claims against the subsidiaries and it would challenge the fairness or legal 

basis of any Plan that provided for such releases; 

(q) On November 29, 2012, the Ontario Plaintiffs, the Quebec Plaintiff and 

Ernst & Young LLP, on behalf of itself: Ernst & Young Global Limited 

and all member firms thereof (collectively "Ernst & Young"), entered 

into Minutes of Settlement in order to resolve claims against Ernst & 

Young relating to Sino-Forest, its affiliates and subsidiaries; 

(r) Following the execution of the Minutes of Settlement, Ernst & Young 

negotiated the inclusion ofthe mechanics for and framework ofthe Ernst 

& Young Settlement and the Ernst & Young Release in the Plan; 

(s) In return, Ernst & Young agreed to abandon all objections to and support 

the Plan and the CCAA restructuring including the release of the 

subsidiaries, and agreed to forego any distributions under the Plan; 

1106 
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(t) The Ernst & Young Settlement provided the framework for settlements 

with other defendant (as set out in Article 11.2 of the Plan), which in part 

led other stakeholders of Sino-Forest to support the Plan; 

(u) This support meant that the Plan was unopposed by stakeholders who had 

participated to December 2012 in the CCAA Proceedings and materially 

contributed to Sino-Forest being able to meet its intended January 15, 

2013 Plan Implementation Date (as defined in ihe Plan); 

(v) On December 3, 2012, the creditors of Sino-Forest, including Ernst & 

Young, overwhelmingly voted in favour ofthe Plan, which incorporated a 

framework for the implementation ofthe Ernst & Young Settlement; 

(w) On December 10, 2012, the court approved the Plan; 

(x) The Ernst & Young Settlement provides that Ernst & Young shall pay 

CDN $117 million (the "Settlement Amount") in exchange, among other 

things, for a comprehensive release of claims against Ernst & Young in 

respect ofSino·Forest; 

(y) The settlement is fair, reasonable and in the best interests of Securities 

Claimants, particularly in light of the inherent risks, costs and delay 

associated with continued litigation; 

(z) The settlement is farr and reasonable in all of the circumstances of these 

CCAA Proceedings; 

(aa) The Ontario Plaintiffs and the Quebec Plaintiffs support the approval of 

the Ernst & Young Settlement; 

(bb) Counsel for the Ad Hoc Conunittec of Purchasers of the Applicant's 

Securities support the approval of the Ernst & Young Settlement and do 

so on the basis of 

(i) extensive investigations in Canada, Hong Kong and China; 

11 0 7 



(ii) input from accounting experts and legal experts in China; 

(iii) reviews ofpublic documents; 

(iv) the Ontario Securities Commission proceedings against Sino-Forest 

and Ernst & Young LLP including the allegations in those 

proceedings; 

(v) reviews of non-public documents provided by Sino-Forest relating 

to Ernst & Young LLP's audits; 

(vi) Ernst & Young LLP's responsive insurance policies; 

(vii) the risks relating to recovery in the class actions from Ernst & 

Young LLP, including risks in establishing liability and the severe 

limits on recoverable damages for statutory claims. In essence, 

while damages may be in the billions of dollars, recovery against 

Ernst & Young may be less than the Settlement Amount if certain 

ofErnst & Young's defences and arguments are successful at trial; 

and 

(viii) the practical likelihood ofrecovery from Ernst & Young LLP even 

if a large judgment were made. 

(cc) Based on information available in the public domain, the Settlement 

Amount would be the largest settlement paid by a Canadian auditing frrm 

in a securities class action lawsuit; 

(dd) the Class Proceedings Act, 1992, S.O. 1992, c. 6; 

(ee) the Companies' Creditors Arrangement Act; 

(ff) the Rules of Civil Procedure; and 

(gg) such further grounds as counsel may advise and this Honourable Court 

may consider. 

1108 
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the 

hearing ofthe motion: 

(a) Affidavit ofCharles Wright sworn January 10, 2013; 

(b) Affidavit of Joseph Redshaw swom January 10, 2013; 

(c) Affidavit of Serge Kolloghlian sworn January 10, 2013; 

(d) Affidavit of Adam Pritchard sworn January 9, 2013; 

(e) Affidavit of Frank Torchia sworn January 11, 2013; and 

(f) such further or other material as counsel may advise and this Honourable 

Court may permit. 

January 11, 2013 KOSKIE MINSKY LLP 
20 Queen Street West Suite 900 Box 52 
Toronto, ON MSH 3R3 
Kirk Baert 
Jonathan Ptak 
Jonathan Bida 
Tel: 416.977.8353 I Fax: 416.977.3316 
Email: kbaert@kmlaw.ca 
Email: jptak@kmlaw.ca 
Email: jbrda@kmlaw.ca 

SISKINDS LLP 
Barristers & Solicitors 
680 Waterloo Street 
P.O. Box 2520 
London, ON N6A 3V8 
A. Dimitri Lascaris 
Charles Wright 
Tel: 519.672.2121 I Fax: 519.672.6065 
Email: dimitri.lascaris@siskinds.corn 
Email: Charles. wri ght@siskinds.com 
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TO: SERVICE LIST 
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Toronto, ON M5V 3Hl 
Ken Rosen berg 
Massimo Starnino 
Tel: 416.646.4300 I Fax: 416.646.4301 
Email: ken.rosenberg@paliareroland.com 
Email: max.starnino@paliarero land.com 

La·wyers for the Ad Hoc Committee of 
Purchasers of the Applicant's Securities, 
including the Representative Plaintiffs in the 
Ontario Class Action 
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SINO-FOREST CORPORATION 
Applicant 

2731022 

-and- ERNST & YOUNG LLP 
Respondent 

Court of Appeal File No.: M42068 
Court File No. CV-12-9667-00-CL 

COURT OF APPEAL FOR ONT ARlO 

PROCEEDING COMMENCED AT TORONTO 

FtESPONDING MOTION RECORD OF 
ERNST & YOUNG LLP 

(Motion for Leave to Appeal from Sanction Order) 

LENCZNER SLAGHT ROYCE 
SMITH GRIFFIN LLP 
Barristers 
130 Adelaide Street West, Suite 2600 
Toronto ON M5H 3P5 

Peter H. Griffin (19527Q) 
Tel: (416) 865-2921 
Fax:(4t6) 865-3558 
Email: pgriffm@litigate.com 
Peter J. Osborne (33420C) 
Tel: (416) 865-3094 
Fax: ( 416) 865-3974 
Email: posbome@litigate.com 
Shara N. Roy (49950H) 
Tel: (416) 865-2942 
Fax: ( 4 I 6) 865-3973 
Email: sroy@litigate.com 

Lawyers for Ernst & Young LLP 
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