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I, ELIZABETH FIMIO, of the City of Burlington, in the Regional Municipality of 

Halton, MAKE OATH AND SAY: 

1. I am an assistant at Bennett Jones LLP, counsel for Sino-Forest Corporation, and as such, 

have personal knowledge of the matters set out below, except where otherwise stated. Where I 

do not possess personal knowledge, I have stated the source of my information and I believe 

such information to be true. 

2. Attached as Exhibit "A" is a copy of the Initial Order of Justice Morawetz dated March 

30,2012. 

3. Attached as Exhibit "B" is a copy of the affidavit of W. Judson Martin, sworn November 

29,2012, without exhibits. 

4. Attached as Exhibit "e" is a copy of the affidavit ofW. Judson Martin, sworn January 11, 

2013, without exhibits. 

5. Attached as Exhibit "0" is a copy of appellants' Notice of Motion for Leave to Appeal the 

Ernst & Young Settlement Approval Order and the Representative Dismissal Order, dated April 

9,2013. 

SWORN BEFORE ME at the City of ) 
Toronto, in the Province of Ontario this 24th ) 

_d---{a

y 

~,.L0ftA/-'~-,I' 2L-0~-",13~, ==---/--=:(fl,-,' ~~/ __ ~ ~FimiO 
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THIS IS EXHIBIT "A" TO 

THE AFFIDAVIT OF ELIZABETH FIMIO 

SWORN APRIL 24, 2013 

A Commissioner, etc. 
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COUl'l; File N.oCV-/~J7b b -:;'-0 oeL 

JUSTICE MORA WETZ 

ONTARIO 
SUPERlOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 
) 
) 

FRIDAY, THE 30lh 

DAY OF MARCH, 2012 

IN THE MATTER OF THE COMPANIES' CREDITOJ~S 
ARRANGEMENTACT, R,S,C, 1985, 0, C~36, AS AMENDED 

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

INITIAL ORDER 

THIS APPLICATION, made by Sino-Fol'est C01:pOl'ation (the "Applio~nt"), pursuant to 

the Companies' Creditors Arrangement Act, R,S,C, 1985, 0, C-36, as amended (the "CCAA") 

was heard this day at 330 University Avenue, Toronto, Onlal'io, 

ON READING the affidavit of W, Judson Martin swom March 30, 2012 and the Exhibits 

the1'eto (the "Martin A:I'fldavtr") and the Pl'e-Filing Report of the P1'oposed Monitor, FTI 

Consulting Canada Ino, ("FTI") (the "MOllitor's Pl'e-Filing RepOl't"), emd on being advised that 

thol'e arc 110 'seemed oreditors who are likely to .be affected by the oharges oreated herein, and on 

heal'ing the submissions of oounsel for the AppUcant, the Applioant's dil'eotors, FTl, the ad hoc 

oomlllitte<:l of holders of notes Issued by the Applioant (the "Ad Hoo Notehold<ll'S"), and no OM 

else appearing for any other party, and on l'eading the OOllsent of FTI to aot aE tho Monito!" 
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SERVICE 

1. THIS COURT ORDERS that the time fOI' servioe of the Notioe of Application, the 

Appiication Reoord and the Monitor's .Pre-Filing RCpOlt is hereby abddEed 'and validated so that 

th1s Application is properly ret,u1'llable today and hereby dispenses with further service thereof, 

Al'PLICATlON 

2, THIS COURT ORDERS AND DECLARES that the Applicant is a company to whioh 

the CCAA appHes, 

PLAN OF ARRANGEMENT 

3, THIS COURT ORDERS that the Applicant shall haw the allthol'ity to me and may, 

subjec.t 10 :(\uthor ai'del' of this COtll't, file with tills Court a plan of compromise or a1'1'angement 

(hel'einmer l'efel'l'ed to as the "Plan"), 

4, 'II-lIS COURT ORDERS that the AppHoant shall be entitled to seek any ancillal'), or other 

relief fr0111 tills COUli in respeot of any of its subsidia1'ies in c01lllection with tho Plan 01' 

otherwise inl'espeot of these pI'ooeedings, 

:POSSESSION 011 PROPERTY AND OPERATIONS 

.5, THIS COURT ORDERS that the Applioant shalll'0111ain in possession and oontl'ol of its 

curront and futuro assets, ulldc1'taldngs and )Jl'~pel'ties of evel'y nature and kind whatsoeve!', and 

wherever situate inoluding all prooeeds thereof (the "P.ropOl'ty"), SubJeot tofurthel' Order o1'this 

C0111't, the Applicant 8hM! oontinue toear)'y on busIness in '1\ mIDlllel' consistent with the 

preservation of its bushoss (the "Business") and Property, The Applioant .shall be authorized 

and empowered \0 oontinue to retain and omploy the employees, oonsultants, .agents, 0xjlelis, 

accountants, oounsel and suoh other pel~80ns (oollectively "Assistants")oul'rently retained 01' 

employed by It, with llbelV to retain s\1ch f1\1'lher Assistants 'as it deems reasonably neoessal'Y 01' 

desimble in the 01'dII1a1'Y course ofbus'iness adO!' the oal'l'ying out ohhe terms Dftl1ls Ol'der, 

6, THIS COURT ORDERS that the Applioant shall be entitled hut not required tD pay the 

following expenses, whethol' incu1'1'ed prior to 01' mel' this Order: 

5 
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(a) all Qutstanding and future wages, sala1'ies, employ~e and pension benefits, vaoation 

pay and expenses payable on 01' aftel' the date of this Ol'der, in ,eaoh caseincurl'ed il1 

the ordinary COUl'se of business and oonsistent withexlsting compensation 'policies 

a}ld 1ll1'llllgements: 

(b) -tile fees and disb1.1l'Selllents of m,y Assistants I'etfiined or employed by tl1(\ Applloallt 

in respeot of these 'Proceedings, at theil'stalldal'd rates and chal'ges: 

(c) the fees .Illld disbursements of thedlrecto.l's and 'oounsel to the directors, at their 

stMdlll'd rates and 'ohal'ge8: and 

.(d) such athOl' Smoll11ts as are set out in the Mal'ch 29 Forecast (as defined in the 

MonItor's Pro-Fillng Report and attaohed as Exhibit "DD" to the Mmtin Affidavit), 

7, THIS -COURT ORDERS that, except as otherwise provided to the contrary herein, the 

Applicant shml be entitled but not I'eqolli'ed to pay all reasonable exp.enses incurred by the 

Applicant in Cal~'ying '011 the> Business in the ovdinary course afl:el' this Ol'del', and In can'ying ·out 

the pl'ovisiol1s of this 01'0(>1', whioh expenses shall inolude, without limitation: 

(a) aU expenses and capital expenditUl'es reasonably necessary for the preservation ofthe 

Pl'opel'i:y 01' the Business inoluding, without limitation, payments on aooount of 

insuranoe (inoluding ·directors and offioel's insuranoe), meUnt()nance and secUl'ity 

services: and 

(b) paym<:>nt fo1' goods 01' services aotually supplied to the Applicant follow.ing the date of 

this Ordor, 

8, THIS COURT ORDERS that the Applioant shall remit, in aocordanoe with legal 

requirements, ot' pay: 

(a) any statutory deemed -tnlst amounts in favour of the CrOWIl in right of Canada 01' of 

any Provinoe thereof 01' any other taxation autilOdty which are required to be 

deduoted from employees' wages, including, without limitation, alllolmts in I'espect o.f 

(ii employment insurance, (li) Canada PensIon Plan, {ili) Quebec Pension Plan, and 

(Iv) inoomelaxes; 

6 
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(b) all goods and services 01' other applloab.le .sales tffXes (oollectively, "Sales TffXes") 

required to be remitted by the Appllcunt In oonneotion with the sale of goods and 

.servIces by the Appllcunt, but only where .81.lOh Sales Taxes areaccrl1eO 01' collected 

after the date of this Order, 01' where such Sales Taxes were accrued 01' oollected pdor 

to the date of this Ol'del' but not requi!'ed to be remitted until on 01' after the date of 

this Order; and 

(c) tinyalUount payable to the Crown in right of Canada or of allY Pl'ovi1)ce t1101'eof 01' 

any political subdivision thereof 01' any other taxation authority ill I'espeot of 

municipal realty, munloipal business 01' other tffXoS, assessments 01' levies of any 

llal1.11'e 01' lemd which are entitied at law to be paid In priority to olalms of seoUl'cd 

cl'odltol'sand which are attl'ibutablo to O!' In l'espeot of the oarrying 01) of the Business 

by the Applioant. 

9, THIS COURT ORDERS that until a real property lease is disolaimed 01' l'esillated il1 

aooordance with .(iw CCAA, the AppUcant shall pay all·amounts constituting rent 01' payable as 

rent unde!' l'oa1 property leases (inoluding, for greater oertainty, common at'ea l11ainten1lnoo 

charges, \Itilltiestlud realty taxes ancl <lny othor amounts payable to the landlorcil.lndel' the lease) 

01' as othel'Wfse may be negotiated between the Applloant and the landlord from time to time 

("Rent"), fol' the pedod commencing fl'om and inoluding tile date of this Order, twioe-monthly in 

'equal payments on the t'il'st and :f:1ftoenthday of e~oh monti1, in advance (but not in 1'1l'l'em's), On 

the date of the first of sllch payments, any Rent relath1g to the period oommenoing from and 

inoluding the date of this Order shall also be paid, 

.1'0, THIS COURT ORDERS that, exoept as speoifioiUly permitted herein, tho Applioant is 

hereby dil'ected, until further Ordol' of this COll!'t: (a) to make no payments of prinoipal,interest 

thereon or otherwise on account of ·amounts owing by the Applioant to any of its creditors as of 

this date; (11) to grmlt no seouri\y lntol'ests, trust, liens, ohm'gea O!' enoumbranoes upon 01' in 

respeat 'of any of its Property; and (a) to not grant oredit 01' incur liabilities exoept in the o('dinm'y 

OOUl'se oHhe Business, 

7 
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RESTRUCTURING 

11. THIS COURT ORDERS that the Applicant shall, subject to such j'oquirements as /1:1'0 

imposed by til0 CCAA and suoh ooven~nts as may be oontained in the Support Agreement (as 

defined below), have the l'ight to: 

(a) perll1anently 01' tempol'!1l'ily cease, downsize 01' shut down any of its business 01' 

operations, and to dispose of redundant 01' non-material assets not exoeeding 

US$500,000 in anyone transaction 01' US$1,000,OOO In the aggregate; 

(bi terminate the employment of suoh of its employees 01' temporarily layoff such of Its 

employees as it deems app!'Opriate; and 

(c) pU1'sU<"all avenues of refinancing of its Business 01' Property, in whole 01' part, sUbje.ct 

to p1'iOl"approval ofthlsCourt being obtained before any material refinancing 

all of the foregoing to perlTIit the Applicant to prooe~d w1th an orderly restmcturing of the 

Business, 

12, THIS COURT ORDERS that the Applicant shall pl'ovide each of the relevant landlords 

with notioe ofthe Appllcant',s intention to remove any fixtures f!'Om any leased promises at 'least 

soven (7) days 'prior to the datoof tho intended ['omov!>]. The relevant landlord shall be entitied 

to have a rop!'esentative present in the leased premises to observe suoh removal and, If the 

landlol'd ·disputes the Applioant's ,entitlement to remove allY such fixture unde!' the pl'ovisiol1s of 

the lease, ·such flxtw'e shalll'omain on the premises II:11d shall be dealt with as agl'Oed between any 

applicable secul'od o!'edttol's, suoh landlord and the Applioant, 01' by f~llther O)'cler ofthis Court 

upon appHcatl0.n by th(} Applicant 011 at least two (2) day.s notice to such lemdlord E\l1d any such 

scolll'eil Cl'edltors, If the AppUcant disclaims 01' resillatos the lease governIng such leased 

jJremises in accordance with Section 32 ·of the CCAA, it shall not be requil'ed to pay Rent under 

such lease pellding resolution of any suoh dispute (other than Rent payable for the notice pedod 

provided for in 8ection32(5) oflhe CCAA), and the disolaimer Qt'j'esillation of the lease shall be 

without prejudioe to the Applioant's claim to the fixtures in dispute, 

13, THIS COURT ORDERS that if a notice of disclainwl' 01' ,resillation Is dellvel'ed p\1rsml11t 

to Section 32 of the OCAA, then (a) during the 110tioo period pl'ior to tho "rfootive time of the 

8 
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disol"imel' 01' l'osiliation, the landlord may show the ,,'ffeeled leased premises to pl'ospeot\vc 

tenants during normal business hO~\l's, on giving the Applioant and the Monitor .24 hours' pdol" 

wl'i.ttennotice, and (b) at the effective time of the disolail11eror l'eslliatiol1, the relevant landlol'd 

shan be entitled to take possession of anysuoh leased premises withoutwalv6r of or prejudice to 

allY ohums ot' rights such landlord may baveagainst the Applioant in respect of suoh lease 01' 

leased premises and suoh landlord shall be entitled to notify the Applioant oflhe basis on whioh 

It is taking possession and to .gain possession of and re-lease .suoh leased premises to any third 

paJty 01' parties on such t~l'lns as suoh landloJ'd oonsiders advisable, provlded that nothing hOJ'(iin 

~11all relieve such landlord of its obligation to mitigate allY damages claimed in oonneotion 

"thet'ewlth, 

RESTRUCTURING SUPPORT AGREEMENT 

14. THIS COURT ORDERS that the Applioant and the Mon'itor are authorized and dh'eoted 

to engage in the fol1owing prooedures to notify noteholdet's of the restruoturing .s~lppOl't 

agreemont dated as of Mat'eh 30, 2012 (the "Suppa('! Agreement") between, among others, the 

Applicant and .o()ttainnoteholders (the "Initial Consenting NotellOlders"), appended as Exhibit 

"B't to the Martin Atndavit, to enable any addltionainotehoIdel's to exeoute a Joinder Agreement 

in the fOl'111 n1:t~.chedas Schedule "c" to tho .support AgreemeJ1tand io become bound thereby as 

Consenting Noteholders (as defined in the SUppOl'! Agl'eenwnt): 

(EI) the MonitO!' shall without delay post a copy of the Support Agreement on its websito 

at http://ofoanooa,ftjoonsultlng,ooll1/sfo (tile "MQnitol"s Website"); and 

(b) fhe notice to be published by the Monitor pursuant to paragraph 510f this Ol'del'sha\1 

hl01'llde a statement in fOl'll1 and substance aooeptable ·to the Applioant, the Monitol' 

'and oounsel to the Ad Hoc Noteholdol's, eaoh noting l'easonably, notifying Dotoholdel's 

·ofthe Suppot'lAgreel11ent Md oflbe deadlineof5:00 p,m, (Tol'onto time) on May 15, 

2012 (the "Consent Date") by which any noteholdel' (othol' than an Initial COMenting 

Noteholde!') who wishes to beoomeentitled to the Early Consent Consldel'l'ltiQl1 

PUl'SUa;!l[ to the .sUppOl'! Agl'eement (if suoh Early Consent Consideration becomes 

payable pursuant to the tel'ms thereof) l11ustexecute and l'eturn the Joinder Agreement 

to the A.pplioant, '~l1d shfdl dh'00t noteholdcl's to the Monitol"s Website whe!'e a eopy 

OfU10 SUppOl't Agl'eement {i!1Cluding the Joindel' Agreemcnt) oan bo obtained, 

9 
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15, THIS COURT ORDERS that any notcholdel' (ethcl' than an Initial Consenting 

Noteholclol') who wishes to become a Consenting Noteholdcl' and become entitled to the Early 

Consont Consideration (if stloh Early Consent Consideration becomes payable pUL'suant to tll<: 

terms thereot; and subject to suoh notcholder demonstrating its holdings to the Monitor in 

aooordanoe with the 'Support Agl'cemont) must execute a .Tolndel' Agreement t\11d return it to the 

Applicant and thl> Nateholclel' AdvisOl'S (as deflned below) in aocordanoe Wltll the instruotions ,set 

out in fhe Support Agl'eemont suoh that it is reoeived 'by the Applioantand the N ateholdel' 

Advisors pdol' to the Consont Deadline and, upon 80 doing, suoh not~holder shall become ,a 

Consonting'Notoholdor and s!la1l be bound by Ihl;) terms oItho Suppo!'! Agreement, 

16, THIS COURT ORDERS that as SOOll as praotloabl~ after the Consent Deadline, the 

Applioant shall provido to the Monitor caples of all exeouted J oinc\er Agreements I'eceived from 

llot"holders plior to the Consent Deadline, 

NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY 

17, THIS COURT ORDERS 111at ulltil and inol\)ding Apl'l129, 2012, 01' snch 1atel'date as this 

CO'l.11't lnl\y .ordel' (the "Stay Pe1;!od"), no proceeding 01' ·enforcement process in an)' conrt ·01' 

tl'ibunal ,(each, a "Pl'oceeding") shall be OOllunenoed o!'oontinued against 01' in respect of the 

Applioant 01' the Monitor, 01' affeoting the Busil1~sS 01' the P1'Opelty, exoept with the wdtten 

oonsent of the Appliof\l1t and the Monitm', or with leave of this 'COUlt .• and an)' and all 

P1Doeedings ,cUll'entl)' tlllcter way against or inl'espeot of the Applicant O!' aff'()oting the Business 

01' the Pl'operty ar·c he!'eby stayed and suspended pending further Order of this Court, 

18, THIS COURT ORDERS that 'until and including theSta), Period, no PI'oceeding shall be 

oommenoed 01' continued by any notcholdcr, indentUI'e tmstoe 01' secw'!ty trustee (each inl'espeot 

of the 'notos issued by the Applloant, oolleotively, the "Notcholdel's") against O!' il1l'espect of any 

of the AppIlolUlt'S subsidial'les Hsted on Sehed\lle '''A'' (eaoh a "Subsidill.l'Y Gua1!alltol''', and 

colleotively, the "Subsidiary GuarlUltol'S"), except with the wl'ittencollsent of the Appllcant IUld 

the Monitor, or with leave of this COUlt, and any IUld all Pl'Ooeedings ou!'!'ently under WRY 'by a 

Noteholdel' against 01' illl'espeot of any S'l.lbsldiary GUlU'antol'S al'e he1'eb), stayed and suspended 

pending fU1'ther 01'del' of this Cotl!'t, 

10 



, , 

8 

NO EXERCISE-OF RIGHTS OR REMEDIES 

19, TI-HS COURT ORDERS that during the Stay Period, all rights and remedies of any 

individual, fi)m, oorpOI'ation, govel'l1!nontf\! body 01' agenoy, GI' any other entities (EllI of the 

foregoing, oolleotlvely being "Persons" and eaoh being a "Person") against 01' inl'espeot of the 

Applicant 01' the MonitOl', 01' affeoting the Business 01' the Property, are hereby stayed and 

suspended and shall not be oommenoed, pI'0ceeded with or continued, except with the written 

consont of the Applicant and the Monitor, 01' leave of this Court, provided that nothing in this 

Order -shall (l) empowol' the Appl1cantto carl'y on any business wllioh t11e Applicant is not 

lawfully entitled to carr)' on, (ll) affect suoh investigations, acti0l1s, suits or pI'oc~ed!l'lgs by a 

regulatory body as are permitted by Seotion 11.1 of the CCAA" (ill) prevent the filing of any 

registTation to proseI've 01' perfeot a security intel'ost, (Iv) pl'event the registration of a .cJahn for 

1Iel1, 01' (v) provent the 0xel'oise of any termination dghts of the Consenting Noteholders undor 

the Support Agreement. 

20. THIS COURT ORDERS that dU1'il1g the 'Stay Period, all rights ~nd r{;lmedies of the 

Noteholdel's -against ol'il1l'eSpeot of the Subsidiary Guarantors are hOI'ohy stayed and suspended 

and shall not be commenced, prooeeded with 01' oontinued, exoept with the written cons0nt of the 

Applicant and the M011itOl', 01' leave of this Com't, _prov.ided that nothing in this Ol'der shall (i) 

empowcl' any Subsidial'Y GUI\l'antol' tocany on allY business whioh such Sl.lbsidim'y GUil.I'l\lltOl' is 

Mt lawfully entitled to carry 011, (Ji) affect solOh investigations, actions, suits 01' proceedings by a 

regulatory body as al'e jJermitted by Seotion ! 1,1 of the CCAA, (HI)pl'evcnt the filing of any 

registration to preserve 01' perfect a seourity interest, ,01' (Iv) prevent tho l'egistratioll of adaim fo)' 

lien, 

NO IN'l'ERlrERENCE WITH RIGHTS 

21, THIS COURT ORDERS that during the Stay Period, no Pel'son shan disoontlnue, fall to 

hO\1Our, alter, interfere with, repudiato, terminate 01' oease to -perform -allY right, ronewal dght, 

contract, agreement, licenoe -or permit in favour of 01' held by the Applioant, -exoept witil the 

wl'itten-col1seut ofthe Applicant and the Monito1', 01' leave oftb18 'Court, 

11 
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CONTINUATION OF SERVICES 

22, THIS COURT ORDERS that d\ll'lng the St~y Perlod,all Pel'sons having o!alor written 

agl'eements with the App'lioant. or staMOl'Y 01' l'egulatory mandates for .the supply of goods andlor 

sorvioes, inoluding without Jimitation all computer so'ftwal'e~ oommunioation and other data 

Bervices, oentralized banking servlees, payroll se1'vices, insUl'ance, t1'ansportation 'sel'vioes, utility 

ol"othel' se1'vlces to the BusIness 01' the Applicant, arc hereby l'estl'ained ,111ti1 fUl'ther 01'der oHhis 

Court f\'0111 disoontinuing, altering, interfering with 01' te1'minating the supply of suoh goods 01' 

sel'vioes as may be requi1'ed by the Applicant 01' exercising any other remedy 111'ovJded under 

such agl'eemenl 0\' al'I'tmgements, and that the Applicant shall be 'entitled to the continued use of 

lts CU1'rent premises, telephone numbel:s, facsimJ.1e llumbers, intemet ad,hesses and domain 

nanles, pl'ovicted in eaoh oase that tho nOl'mal prices orchal'ges for all such goods 01' servioes 

j'oooived tl:ftel' the date of this Ol'del' EIre paid by the ApplioElntin e,ocordanoe with normal 

payment pl'actioos oHhe Applioant .01' 'suoh other praoticesas may be agreed upon by the supplier 

01' servloe provIdeI' tlnd eaoh of the Applicant and the Monitor, 01' as maybe oldel'ed by this 

·Court, 

NON"DEROGATION OF RIGHTS 

23, THIS COURT ORDERS that, notwithstanding anything olse in this Ol'del" 110 P(;)l'son 

shall be prohibited ±l'om requiring immediate payment fol' goods, sen'loes, use of lease 01' 

lioense~\ pl'Opel'ty ·01' other val\mble oonsideration provided on 01' after the date of this Order, 1101' 

:shall any Person be under any obligation 011 0[' after the date of this Ol'der to advanoe .01' 1'0" 

advance any monies 01' otherwise extend any ol'edit to the Applioant. Nothing in ,this .0l'del'shall 

derogato f\'0l1l tho. !'Ights cOllfe1'l'ed and obilgafions imposod by the CCAA, 

PROCEEDlNGS AGAINST DIR'mCTORS AND OFFICERS 

24, THIS COURT ORDERS that du1'ing the Stay Period, find 0xoept as permitted by 

subseotlon 11.03(2) of the CCAA, no Prooeoding may be 00111molloed 01' continued against any 

of the fOrlnel', current 01' futuro dhectors 01' offioers of the AppUoEll1t with respect to any olaim 

against the directors 01' officers that arose befol'" the date hereof and that relates to any 

'obligtltions of the Applioant whel'eby tho directors 0\' 'officel'S are alleged undo!' any law to be 

liable in -theil' oapaclty a~ dlrectol'S 0\' officers fOl' the payment '01' pel'fOI'1l1~\nOe of such 
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obligations, 'until a compromise Ol'al'1'ange1l1ent in I'espect of the Applioant, if one is filed, is 

sanotloned by this Court 01' is .refus~d by the affected oredltol's of the Applioant ol"tllls Court, 

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE 

25., TI-IIS COURT ORDERS that the AppHeantshaii (i) indemnify its directors and offioel1s 

against obligations and Habillties that they may incur as dil'ectol's or officel1S of the Applioant 

del' the oommencement 'of the within prooeedings, and (ii) make payments of amounts for 

which its directors and officel1S may be liable as obligations they may inoul' as dil'ecMs 01' 

offioers ofthe Applioant mtel' the COl11menoement ofthe within pI'oceedings., except to the extent 

that, with respeot to any offioe1' 01' direotor, the obligatioll aI' Jiabllity was inoUl'red as a result of 

the·dIreotor's 01' officer's gross negligenoe 01' wilful misoonduot, 

26, THIS COURT ORDERS that the dheotors and offioel's of the Applloant shall be entitled 

to the benefit of 1'l11d m'o hereby granted a chal~ge (the '''Direotors' Chal~ge") all the Pwperty (other 

than the Applicant's assets which aro subject to the Porsonal Pl'ol,orty SOO1.)!'ity Aot nglst1'ations 

,on Sohedule uB u hOI'eto (the uExohlded Pl'opel'tyU»), whioh oharge shl>llnot exceed an aggregate 

amount of $3,200,000, as seourity f01' the illGlol11l1ity provided in paragraph 25 of tilis Ol'dol" The 

Dit'eotol's' Charge shall have the priol'ity set out in pljl'~.gl'aphs 3.8 and 4'0 herein, 

27, THIS COURT ORDERS that, llotwithstanciingany langnage in any ·applicable insueance 

policy to the contral'y, (a) 110 insul'el' shall 'be entitled to be subl'ogated to 01' claim the benefit of 

the Directors' Chat'ge,I>nd (b) the Applioant's 'dheotol's and officel'S shall only be entitled to the 

bel1efit of the Dll'ectol's' Chm:ge to tile extont that they do l10thave oovel'age under an)' directors' 

and offloel's' insuranoe polioy, 01' to the extent that .such Dovel'age is insufficient to pay amoullts 

indemnified in aoco,l'danoe with paragraph 25 of this Ol'del', 

APPOINTMENT OF MONITOR 

28, THIS COURT ORDBR.S that FTI is hereby appointed pmsuanj to tile CCAA as the 

MonitoJ" all offiool' of this .Court, to monitO!' the business and financis:J 'affairs of the Applioant 

with the POW61'S and obligations sot out in the CCAA 01' set forth herein l'\1,d that the Applioant 

atld its shareholders, o'ffioel's, dil'eotor~,and Assistmlts .shaH Eldvise the Monitor of ail matel'ial 

steps ·taken by the Applicant PU1'S,lal1t to this Ordel', and shall co-Opel'Elte fully with 11,e MDnito!' 
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in the exercise of its pawel'S and disohal'ge of its obligations and pj'ovide the Monitor with the 

assistanoe that is neoessary to enablo the Monitor to adequately oal'ry Ollt the Monitor's funotions, 

29, THIS COURT ORDERS that the Monitol', in addition to its pNsol'ibed rlghts and 

obligations under the CCAA, is hereby dil'eoted and empowered to: 

(a) monitor the Applioant's reoeipts and disbursements: 

(~) report to this Court at such times and intervals as the Monitor may deem appropriate 

with respeot to matters relating to the Property, the Business,and suoh otiler matters 

as may be relevant to the proceedings herein: 

(c) advise the AppllcE\llt .in its pl'0paration of the Applicant's cash flow statements, as 

req\1J1'ed from time to time; 

(d) advise the Applioant in its development of the Plan and any a1nend111ents to the Plan,; 

(e) assist the Appllcant, to the extent req\1ired by the AppIlcant, with the hoiding and 

administering of oreditors' 01' shareholders' meetings fol' voting on the Plan, as 

applicable; 

(1) haw full and o0111plete aooess to the Pl'OP(wty, including the premises, 'boGks, l'eool'ds, 

data, including data in elootronio [01'111, and other finallOial dooul11ents of 'the 

Applioant to the extent 'lJlat is necessary to adequately assess the Applioant's business 

and fina11ciel affairs 01' to p01'fOl1n its duties arising under this Orde1': 

(g) be 'at libel't)' to engage independent legal oounsel 01' such other persons as the Monito!' 

deems no.cessflry or (Idvlsable 1'0speoting the exercise' of its powel'S and performanoe 

of its obllgations under this Order; 

(h) oarry out alld fulfill its obligations um\el' the Support Agl'eemsnt in accordance with 

its tOI'I11S; and 

(1) pel'fOl'm such athol' duties as are required by this Ordel' 0.1' by this Court from time ,to 

timo, 

14 



" , 

12 

30, TInS COURT ORDERS th~t without limiting pamg1'aph 29 above, in oal'l'ying out its 

l'lghts and obligations inoollll6otion with thi~ Ol'dol', the Monitor shall be entitled to take such 

1'oasO,nable steps and use such 'servioes as it deems necessary in disoharging its powers and 

obligations, inoluding, without limitation, utilizing the s01'vioes of FTI Oonsulting (Hong Kong) 

Limited ("FTI HK"), 

31. THIS COURT ORDERS that the ManitoI' .shall not take possessi.ol1 of the Property (01' 

any'p1'QPe1'ty 01' assets of the Applic.ant's subsidim'ies) and .simll take 110 part whatsoever in the 

mana.gement 01' supervision of the management of ·the Business (or any business of the 

AppHcanf's subsidiaries) and shall not, by fulfilling its obligations hereunder, be deemed to have 

taken 01' maintained possession 01' control of the Bt)siness 01' Property, 01' allY pal't thereof (01' ·of 

any b1.1Siness, properly 01' assets, 01" any part thereof,.·of any subsidiary of the Applleant), 

32, THIS COURT ORDERS that nothing herein oontained shall l'eqliire tile Monitor to 

oocupy 01' to take control, oare, oharge, possession 01' management (separately andfor 

oolleotively, "Possession") of My of the Property (01' any property of any ,subsidiary of the 

Applioant) that mi:ght be environmentaJly oontaminated, might be a pollutant 01' a contaminant, 

or might oause 01' contribute to a spill, dlsoharge, release 01' deposit ofasubstance contrary to 

any federal, pl'Gvincial 01' other law l'especting the protection, oonservatron, enhanoement, 

r0nwdlatioll or rehabilitation of the el1vit'ol1111ent 01' relating to tho disposal of waste 'Ot' oth\lr 

oontaminatlon Inoluding, without limitation, the Canadian EllVironmental Protection Act, the 

Ontal'io Environmental Protection Act, the Ontario Water &souroes Act, 01' the Ontal'lo 

Ocoupaltoncll' Health and Scrfety Aot Mel regulations thel'eunder .(the "Envil'ol1ment~l 

Legislation"), provided however that l10thing herein :shall exempt the MoniM from any c1uty to 

l'oport ot' make elisolostlre imposed by applioable Enviroml1Qntal Legislation, The Monitor shall 

11ot, as a 1'6SU!t of this Orde1" 0\' anything done 'in pUl'suanoe of the Moliltor's duties and powers 

uncleI' this Order, be deemed to be ill Possession of al,y ofihe Property (01' of any pl'opel"ty of any 

subsidiary of the Appl1oant) within tile meaning of any Envil'011lnental Legislation, unless it is 

actually in possession, 

33, THIS COURT ORDERS that the Monitor shall p!'ovide any Ol'editol' of the Applicant 

with information provided by the Applicant in response to reasonable requests fo!' information 

made ill writing by such Ol'editol' addressed to the Monitol', The Monitol' shall not have any 
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responsibility 01' liabHity with rospect t.o the inf01'111ati0l1 disseminated by it pm'suant to this 

.paragraph, In the case of information that the Monitor has been advised by the Appllcant is 

confidential, the Monitol' .shall not provide suoh Information to ol'editors ul1lessothe!'vvlse 

direoted by this 'Court or 011 suoh terms as the Monttot' and the Applicant may agree, 

34, nTIS COURT ORDERS that, in addition to the dghts and pl'Otections afforded the 

Monitor under the CCAA or as an officer of this Court, the Monitol' 8h"l1inc,\1' no liability or 

·obligatioll as a result of its appointment or the carrying out of the provisions of this Order, savo 

and except for any.gross negligence 01' wilful mlsconduot on its 'part, Nothing in this Ordel' shall 

del'Ogate from the protections afforded the Monitor by the CCAA or any applioabl~ legislation, 

35, THIS COURT ORDERS that the Monitor, oounsel to the Monitor, oounsel to the 

Applioant, ·counsel to the (\h'ootors, HoulihllJl Lokey Capital Ino, (the "Financilll Advisol'''), FTI 

HK, oounsel 10 the Ad Hoc Noteholders and the financial advIsor to the Ad Hoc Noteholders 

(tog<;thel' with c011nsol to the Ad Hoc Noteholdet's, the "Noteholdel' Advisors") shall be paid their 

reasonable fees !I:nd disbursements, in ·eaoh case at their standard nltes and charges, by the 

AppHollJlt, whether inC1.11'recl prior to Ol' subsequent to the date of this Order, as palt of the costs 

of these prooeedings, The Applicant is hereby authol'lzed and direoted to pay the acoounts 9fthe 

Monitor, counsel for the Monitor, oounsel for the Aplllicant, counsel to the direotol's, the 

Finanoial Advisor, FTI HK,and the Notoholdel' Advisors on .f) weekly basis 01' othel'wise in 

aeCO!'dmlCe with the tenus of their engagement lettel's, 

'36, THIS COURT ORDERS that the Monitor and its legal counsel shall paSs theh acoounts 

fl'om time to tim0., and fOl' this pUl'pose the ·aCOot1l1ts .of the Manito!' .and its legal counsel are 

hereby refel'l'ed to a judge of the Commercial List of the Ontario Sup(;)j'iol' Com'! of Justice, 

37, THIS COURT ORDERS that the Monitor, oounsel to the Monitor, the Appllcant's 

counsel, counsel to the di1'cotol's, the Financial Advisor, FTI HK, and tho Notoholdol' AdvIsors 

shall be entitled to the benefit of and are hereby granted a ohllJ:ge (the "Administration Clwge") 

011 the Property (othor than·the Exoluded Pl'Opel'ty), which ohm'ge 8hall not exceed an aggregate 

E\moullt ·of $15,000,000 as .seourity for theil' professional fees ~nd disbnl's(>ments inourred ~t their 

l'espeotive standard rates and ohllJ'ges in 1'espeot of slloh servioes, both bo1'ol'e and aftel' tho 

making of th'ls Ol'dor in respect ·of these prooeedings, The Administration Chal~ge shall have tlw 

pl'iol'itY'set out ill pat'agl'aphs 38 and 40 heroof, 
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VALIDITY AND PRIORITY OF CHARGESCREA TED BY TillS ORDER 

38, TI-IIS COURT ORDERS that the priodtles of the Dlreotol's' Charge and the 

Admhlist['aiion Charge, as between them, shall be as follows: 

First- Administration Charge (to themaximul11 amount of $15,000,000): and 

Seoond - Directors' Charge (to the maxim\1m amount of$3,200iOOO), 

39, THIS COURT ORDERS that the filing, regist1'ation 01' perfeotion of the Direotors' 

Charge Ot' the Administration Charge (collectiveiy, the "Charges") shaIlno\ be roq,Jil'ed, and that 

the Charges sllflll bo valid and enfo1'Ceable for all p\1rposes, incl\1ding as against any right, title 0[' 

interest filed, regisM'ed, reo01:ded Ot' perfeoted subsequent to the Charges coming illlo existenoe, 

notwithstanding 'any suoh faJlure to file, l'egister, reoord 0\' perfeot, 

40, TI-IIS COURT ORDERS that eaoh of the Ch~l'gesshall oonstitute a charge 011 the 

Property (othel' than the Excluded Propcrty) and shall rank in p!'iol'ity to all oth(l!, seourlty 

interests, l1'usts, Bens, ohal'ges and encumbl'ances, claims of secured oreditors, statutory 01' 

otherwise (collectively, "Encmn'bmnccs") in favour of fllC\Y PO\'SOI1, 

41. THIS COURT ORDERS that except as othel'wise exprossly provided for herein, or as 

may be approved by this Court, the Applicant shall 'not grant any Enoumhn>noes over any 

Propel'ty that ranle in p1'iority to, 0[' pari pa8SU with, any of the Chal'ges, unless the Applicant also 

obtains the pdo!' written consent of the Monitol', the benefiolariesof the Direotors' Charge and 

the honeficiades oflhe AdmInistration Charge,01' fUl1he[' Order ofthis COUl'!. 

42, THIS COURT ORDERS that the Charges sha1l11Ot be ,1'endel'ed lnvatid or ul)enfol'ceable 

and the rights 'and ,remedies of the ohargees ,entitled to the benefit of the Charges (collecflvoly, 

the "Chargees"), shall not othel'wise be llmited 01' impaired in any way by (a) the pendency of 

these prooeedings and the deolarations of insolvency made herein: (b) any appllcation(s) for 

bankt'Uptoy order(s) issued put'Buanl to the BIA, 0[' any banhuptoy orde1' made pursuant to such 

applloations; (c) the filing of any assignments for the general b()nefit of creditors made pursuant 

to the BIA: (d) ti1e provisions of any federal 01' provincial sMutes: 0[' (e) allY negative covenants, 

prohibifions or other simllat' provIsions with respect to bOl'1'owings, incurring debt 01' the oreation 

'of Eno\1mbranoes, oontained in any existing loan doouments, lease, sublease, offer to lease 01' 
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othel' agreelnGI]t (oolleotively, ~n "Agl'eement") whioh binds the /\'pplicallt,and notwithstanding 

any pl'ovi&ion to the contl'at'Y in any Agreement: 

(a) neither the cl'eation of the Charges no!' tlw exeoution, delivel:Y, perfeotion, .l'egistratiol1 

01' pel'formance of any documents in respect thel'eof shall create 01' be deemed to 

cOllstitutea breaoh by the Applloant of allY Agreement to which it is a patty; 

(b) none of the Chal:gees sh"ll have any liabllity to any Person whatsoever as a result of 

any bl'eaoh of atly Agreement caused by 01' l'esulting frOIn the cI'eation ofthe Charges, 

and 

(0) the payments made by the Applicant 1lUl's:mlnt to this Order and tho granting of the 

'Chal'ges, do not and Wi11nGt oonstitute pl'eferenoes, fraudulent oonveyanoes, trallsfers 

at undervalue, ·Oppl'6ssive conduot, or other challeng.eable 01' voidable transaotlons 

under any applioable law, 

43, TlHS COURT ORDERS that any Charge created by this Order over leases of real 

property in Canada shall·only be a Charge in the App[.ioallt'sintel'est in such real property leases. 

APPROVAL OF FINANCIAL ADVISOR AGREEMENT 

44, THIS COURT 'ORDERS that the letter agreement dated as of'Deoember 22, 2012 with 

respect to the.Fil1ancial Advisor ill the fOI'lTI attaohed as Exhibit "ce" to the Martin Affidavit (the 

"Fillalloial Advisor Agreement") and the re\ention of the FinallOial Advisor under thl;) tOl'lTIS 

thereof, 'ino1uding the payments to be made to the FinanCial Advisor thereundol', ~\l'e hel'eby 

approv~d, 

45, THIS COURT ORDERS that the Applicant is authodzed !lnddil'eoted to make th" 

payments oontemplated in the Finallcla1 Advisor Agroenl0nt inaoo01'dal1oe with the tol'InS alld 

oonditions thereof, 
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POSTPONEMENT OF ANNUAL GENERAL MEETING 

46, THIS COURT ORDERS Ulat the Applioant be and is hereby relieved of any obligation to 

call and hold an annual meeting of.its shal'eholde!'s 'tmtil :t\l1t1le!' Order of this Court, 

FOREIGN PROCEEDINGS 

47, THIS COURT ORDERS that the Manito!' is hereby authodzed and empowered to aot as 

the foreign representative in respect of the within prooeedings for the purpose of having these 

,pl'oceedings l'ecognized in a Jurisdiction outside of Can ad (I, 

48, THIS COURT ORDERS that the Monitor is herebyauthol'ized, as the fo!'eign 

representative oHhe Applicant and of the within proceedings, to apply 'for foreigllrecogllition of 

these prooeedings, as necessary, .til 'any jW'isdictiOll Otltslde of Canada, inoIudingas "F01'~igl1 

Maill.Proc()edlngs" in th~ United Stl\t~s pursuant to Chapter 1.5 ofthe U.S, Bankruptoy Code, 

49, THIS COURT HEREBY REQUESTS the aid and reoognition of allY .oourt, i1'i'bunal, 

regb)l(ltory 0)' administrative 'body having jurlsdictianln Canada, the United States, Bal'bados, tlw 

British Vit'gin Islands, Cayman Islands, Hong KGllg, tho People's Republic of China 01' In any 

other fo!'eign jurisdktiol1, to give effect to this Orde!' and to assist the Applicant, tile Monito!' Elnd 

thl\Il'1'espective agents in catl'ying Ollt the terms of this Order, All oourts, tribunals, l'eglllatory 

and administrative bodies are hereby respeotfully l'equested to make suah orders and to provide 

suoh assistalRoe to the Applioant and to th~ Monilol', as an offlCerof this Court, as mny be 

neoessal'y OJ' desil'nble to give effeot to this 01'del', to g.!'ant !'epl'esentative status to the Monito)' in 

any f01'oign prooeeding, 01' to assist the Applioant and the Monito!' .and theil' l'ospectivo agents in 

Oa1'l'yillg ont the terms of this 01'der, 

50, THIS COURT ORDERS that each of the Applioant and the Monitol' be at Uberty and is 

hel'eby aufhol'ized and empowel'ed to apply to allY oourt, tl'lbullal, regulatory 01' administrative 

body, wheJ'evoJ' located, for tho reoognition of this O!'dol' and for assistanoe ·ill clll'l'ying out the 

tor1118 OfUlls Order £l11d allY other Orde!' issued in these llrooeedlngs, 
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SERVICE AND NOTICE 

51. THIS COURT ORDERS that tho Monitol'sbal1 (i) without delay, publish in the Globe 

and Mail and the Wall Street Joutnal a notice eontaining 'fue information p!'esol:ibed undol' the 

CCAA, eii) within sevon days after the date of this 01'dol', (A) make this Order publioly I'Ivailable 

In the manner presoribed uncleI' the CCAA, (B) send, In the prescribed mannoI', a notioe to every 

known ol'editorwho has a olail11 against the Applioant ofm01'e than $1,000, and (C) prepare a list 

showing ·ti1e names and addl'osses of those creditors and tho estimated amonllts of those olaims, 

and make it publicly available in the pl'escl'ibed mannel', all in aocordanoe with Section 23(1)(1'1) 

of the CCAA and the regulatiolls macielhcreundel', 

52, THIS COURT ORDERS that eaoh oHhe Applicant and the Monitor be at Uberty to serve 

this Ord"r, any Otile!' materials and orders in these prooeedings, any notioes 0)' Othel' 

oOl'l'espondCl1oe, by forwarding true copies thereof hy prepaid ordinffi'y mail, oourier, 'personal 

delive1'y, fa.csimile i1'flllsmission 01' email to the Applioant's creditors 01' other interested pm'ties at 

thoil' respective addresses as last .shown on tho reoords of the Applioant and that any 'suoh sel'Vioe 

·01' notice by coudel" petsollal deliveryorelectronic tnmsmissloll shall be deenwd to be reoeived 

all the next business day following the date of fOI'Wffi'ding ti10reof, 01' .if sellt :by 'ordinelry mall, on 

.the third business day after mailing, 

53, THIS COURT ORDERS ti1at the Applicant, the Monitor, mlCl m1y party who has filed a 

No'tioo of Appearance may sel've ally 'court matel1a1s in these p1'o.ceedings by e-malllng a PDF 01' 

othel' e1<>ot1'o1110 copy of such roaMials to oounsels" email addresses as recorded on the Sel'vioe 

List flom time to time, and the ManitoI' may post ·a copy of any 01' all stlCh materials 011 the 

Monitor's Website, 

GENERAL 

54, TI-IIS COURT ORDERS that the Applioant 01' the Monitor may fl'om time to time apply 

to this Court fOl' advice and dlre.ctiolls in the ,disol1E\1:go ofits powel'S and duties hore1.lnder, 

55, THIS COURT ORDERS that nothing in this Ordor sliall prevent the Monitol' fl'o111 acting 

as an intel'im reoeiver, a reoeiver, a rooeiV0r and manager, 01' a tl'ustee .in b'U1krnptcy of the 

Applioant, the Business 01' the Propolty, 
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%, THIS COURT ORDERS that allY interested pm'ly (including the Applicant and the 

Monitor) may apply to this COUllt to vm'y or amend this Order on not less than seven (7) days 

llQtioe to any other pal'ly 01' parties likely to be affeoted by the order sought 01' upon such othor 

notice, !fmlY, as this Court may orele!'. 

57, THIS COURT ORDERS that this Order and Eill of its provisions are effeotive as of 

12:01 a,m, Eastem Standard/Daylight Time 011 the date of this Order, 

ENTERED AT IINSCRIT A TORONTO 
ON I BOOK NO: 
LE I DANS LE FlEGISTRE NO,: 

APR 2 - 2012 
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Schedule "A" 

1, 8iM-Panel Holdings Limited (BVI) 
2, Sino-Global HoldIngs Ino, (BVI) 
3, Sino-Wood Pal'i;nel'S, Limited (HK) 
4, Grandeur Winway Limited (BVI) 
5, Sinowin Investments Limited (BVl) 
6, Sinowood Limited (Cayman Islands) 
7, Sino-Forest Bio-SCienoe Limited (BVI) 
8, Si11O,1(01'68t Resolll'oes Ino, (BVI) 
9, Slllo-PlantEltion Limited (HK) 
10, SUI;i-Wood Ino, (BVI) 
11. Sino-Forest Investments LImited (BVI) 
12, Sino-Wood (Guangxi) Limited (HK) 
13, Slno .. Wooc\ (Jiangxi) Limited (HK) 
14" SillO-Wood (Gl1E\ngdollg) ,Lhnited(IDQ 
15, Sino-Wood (F~)jian) Limited (HK) 
16,Sino-Pm1el (Asia) Ino, (BVI) 
17, Sillo-Panel (Guangxi) Limited (BVI) 
18, Sino-Panel (Yl1111lall) Lhnited {BVI) 
19.. SAllo-Panel (North East China) Llmitod (BVI) 
20. Sino-Pallel [Xiangxi] Limited (BVI) 
21. :Sino-Panel [Hunan] Limited (BVI) 
22, SFR (China) Ina, (BVI) 
23, Sino-Pmlel [Suzhou] LlmiM(BVl) 
24, ,ShlO~Panel (Gaoyao) Ltd, (BVI) 
25, Sino-hne! (Guangzhou) Limited (BVI) 
26, Sino-Panel (NOl'Ul Sea) Limited (BVI) 
27. SIllo-Panel (Guizho~) Limited (BVI) 
28, Sino-Panel (Hualhua) Limited (BVl) 
29. Stno·Panel (Qinzhou) Limited (BVI) 
30, Sino-Panel (Yongzhou) Limited (BVI) 
31. Sino·Panel{Fqjian) Limited'(BVI) 
32, Sino-Panel (Shaoyang) Limited (BVI) 
33, Amplemax Wo1'1dwlde Limited (BVI) 
'34, Ace Supreme International Limited (BVI) 
35, Express Point Holdings Limited (BVI) 
36, Glory Blllioll Intem"tion,,1 Limited (BVI) 
37, Smart Sure Enterpl'ises Limited (BVl) 
38, Expert Bonus Investment Limited (BVI) 
.39, Dynamic Prom Holdings Limited (BV!) 
40, Alflance Max Limited (BVI) 
41, Brain.Fol·ce LimiteGl (BVI) 
42, General Excel LhniteGl (BV!) 
43, Poly Market Limited (BV!) 
44, Prime Kinetic Limited (BV!) 
45, Trillion Edge LimiCed (BVl) 
46, Sino-Pane! {China) Nursel'y Limited (BVI) 
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47. Sino" Wood Tl'l>ding Limited (BVl) 
48. Hon:iix Limited (BVI) 
49. Sino"Pallo] Trading Limited (BVI) 
50. Sino"Panol (Russia) Limited (BVI) 
51. Slno" Globnl Management Consulting Ino. (BVI) 
52. Value quest 111.tematlonal Limited ·(BVI) 
53. Well Keen Worldwide Limited (BVI) 
54. Harvest WOllder Worldwide Limited (BVI) 
55. Cheel' Gold Worldwide Limited (BVI) 
56. Rtlgal Win Capital Limited (BVI) 
57. Rich Choioe Worldwide Limited (BVI) 
58. Sino"Forest Intematlonal (Barbados) COl'poratiol1 
59. Mandl'a Forestry Holdings Limit"d (BVI) 
60. Mandl'a Forestry Finance Limited (BVI) 
61. Mandra FQI'estry Anhl.li IJmitod (BVI) 
62. Mandra FOl'estry Huboi Limited (BVI) 
63. Sil1o-CapitalGlobal InD. (BVI) 
64. Elite LegaoyLhnlted (BVI) 
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PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 
SEARCH RESULTS 

Date Search Conducted; 3/29/2012 
File Currency Date: 03/28/2012 
Family (ies) : 6 
Page (s), B 

SEARCH Business Debtor 

FAMILY 
SEARCH 

00 FILE 

1 OF 
BD 

NUMBER 

6 
SINO-FOREST CORPORATION 

, 609324408 EXPIRY DATE 

SINO-FOREST CORPORATION 

ENQUIRY PAGE 

, 27SEP 2015 STATUS , 

1 OF 

01 CAUTION FILING , PAGE , 001 OF 1 MV SCHEDULE ATTACHED 
REG NUM , 20040927 1631 1793 0430 REG TYP, P PPBA REG PERIOD; 

02 IND DOB , INn NAME: 
03 BUS NAME: SIND-FOREST CORPORATION 

OCN , 
04 ADDRESS 

CITY 
90 BURNHAMTHORPE ROAD WEST, SUITE 1208 
MISSISSAUGA PROV: ON PQS'I'AL CODE: L5B3C3 

05 INO DOE 
06 BUS NAME, 

07 ADDRESS 
C!,'Y 

niD NAME, 

OB SECURED PARTY/LIEN CLAIMANT , 

PROV: 

LAW DEBENTURE TRUST COMPANY OF NEW YORK 
09 ADDRESS 767 THIRD AVENUE, 31ST FLOOR 

oew 

POSTAL CODE, 

CITY : NEW YORK PROV: NY POSTAL CODE: 10017 

10 

8 

CONS, MV 
GOODS INVTRY. EQUI P ACeTS OTHER INCL AMOUNT 

DATE OF OR NO FIXED 
MATURITY MAT DATE 

10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 

MODEL V, LN. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF' THE DEBTOR PUR8UANT TO 
14 A PLEDGE AGREEME:NT AND SHARE CHARGE. 
15 
16 AGENT, AIRD & BERLIS LLP #2 
17 ADDRESS 181 BAY STREET, 8U11')] 1800 

CITY 1 TORONTO PROVl ON POSTAL CODE: N5J2T9 

Page 1 

25 



FAMILY 
SEARCH 

1 OF 
BD 

6 
SINO-FOREST CORPORATION 

ENQUIRY PAGE : 2 OF 6 

FILE NUMBER 609324406 
PAGE TOrr REGISTRATION NOM REG TYPE 

01 CAUTION 001 OF 1 MV SCHED: 20090720 1614 1793 6065 
21 REFERENCE FILE NUMBER i 609324408 
22 AMEND PAGE: NO PAGE: CHANGE: A AMNDMNT REN YEARS: CORR PER, 
23 REFERENCE DEBTOR/ IND NAME, 
24 TRANSFEROR: BUS NAME: SINO-FOREST CORPORATION 

25 OTHER CHANGE, 
26 REASON: TO AMEND SECURED PARTY ADDRESS AND TO AMEND GENERAL COLLATERAL 
27 /DESCR: PESCRIPTION TO DELETE THE WORDS "PURSUANT TO A PLEDGE AGREEMENT AND 
26 
02/05 
03/06 

: SHARE CHARGE II 
IND/TRANSFEREE, 
BUS NAME/TR"EE, 

OCN, 
04/07 ADDRESS, 

CITY, 
29 ASSIGNOR, 

PROV: POSTAL CODE: 

06 SECURED PARTY/LIEN Cr,AIMANl'/ASSIGNEE , 
LAW DEBENTURE TRUST COMPANY OF NEW YORK 

09 ADDRESS 400 MADISON AV8NUE, 4TH FLOOR 
CITY : NEW YORK PROV NY POSTAL CODE; 10017 

10 
11 
12 

CONS, 
GOODS INVTRY EQUIP ACCTS OTHER 

MV 
INCL AMOUNT 

13 PLEDGE O~ SHARES OF CERrrAIN SUBSIDIARIES OF THE DEBTOR 
14 
15 
16 NAME : AIRD & BERLIS LLP 
17 ADDRESS 181 BAY S'l'R]]ET, SUITE 1800, BOX# 754 

DATE OF NO FIXED 
MATURITY OR MAT DATE 

CITY : 'l'ORONTO PROV : ON POSTAL CODE M5J2T9 

Page 2 
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FAMILY 
SEARCH 

1 OF 6 
BD SINO-FOREST CORPORATION 

ENQUIRY PAGE : 3 OF B 

FILE NUMBER 609324408 
PAGE TOT REGISTRATION NUM REG TYPE 

01 CAUTION 001 OP 1 MV SCHED, 20090720 1616 1793 60S7 
21 REFERENCE FILE NUMBER : 609324408 
22 AMEND PAGE, NO PAGE, CHANGE, B RENEWAL REN YEARS, 1 CaRR PER: 
23 REFERENCE DEBTOR/ IND NAME, 
24 TRANSFEROR: BUS NAME: SINO-FOREST CORPORATION 

25 OTHER CHANGE, 
26 REASON: 
27 /DESCR: 
28 
02/05 INO/TRANSFEREE, 
03/06 BUS NAI~E/TRFEE' 

04/07 ADDRESS: 
CITY, 

29 ASSIGNOR: 
PROV: 

OS SECURED PARTY/LIEN CLAIMANT/ASSIGNEE 

09 ADDRESS 
PROV 

POSTAL CODE: 

POSTAL CODE , 

OCN, 

CITY 
CONS, 
GOODS IWVTRY EQUIP ACCTS OTHER 

10 

MV 
INCL AMOUNT 

DATE OF 
MATURITY OR 

11 
12 
13 
14 
15 
16 NAME : AIRD & BERLIS LLP 
17 ADDRESS 181 BAY STREET, SUITE 1800 1 BOX# 754 

CITY : TORONTO PROV : ON POSTAiJ CODE M5J2T9 

Page 3 

lilO FIXED 
MAl' DATE 

27 



'-, " 

FAMILY 
SEARCH 

2 OF 6 
ED SINO-FOREST CORPORATION 

00 FILE NUMBER : 650314305 EXPIRY DATE : 03DEC 
01 CAUTION FILING : PAGE : 001 OF 1 

REG NOM : 20081203 1055 1793 9576 REG TYP: P 
02 IND DOB : IND NAME: 
03 BUS NAME: SINO-FOREST CORPORATION 

04 ADDRESS 1206-90 BURNHAMTHORPE 
CITY MISSISSAUGA 

05 IND DOB IND NAME, 
06 BUS NAME: 

07 ADDRESS 
CITY 

08 SECURED PARTY/LIEN CLAIMANT, 
XEROX CANADA LTD 

RD W 
PROV, 

PROV, 

09 ADDRESS 33 BLOOR ST, E. 3RD FLOOR 

ON 

CITY ,TORONTO PROV, ON 
CONS, MV 

ENQUIRY PAGE 4 OF 8 

2013 STATUS , 
MV SCHEDULE ATTACHED 

PPSA REG PERIOD: 5 

OCN , 
POSTAL CODE, L5B3C3 

OCN 

POSTAL CODE: 

POSTAL CODE: M4W3Hl 

GOODS INVTRY, EQUIP ACCTS OTHER INCL AMOUNT 
DATE OF 
MATURITY 

OR NO FIXED 
MAT DATE 

X 10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 
13 
14 
15 
16 AGENT: XEROX CANADA LTD 

MODEL 

17 ADDRESS 33 BLOOR ST, E. 3RD FLOOR 
CITY : TORONTO PROV: ON 

Page 4 

V. I.N, 

POSTAL CODE: M4W3Hl 
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FAMILY 
SEARCH 

3 OF 6 
BD SINO-FOREST CORPO~TION 

00 FILE NUMBER : 655022304 EXPIRY DATE : 20JUL 

ENQUIRY PAGE 5 OF 8 

2015 STATUS : 
01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED 

REG NOM : 20090720 1615 1793 6086 REG TYP: P PPSA REG PERIOD: 6 
02 IND DOB : IND NAME: 
03 BUS NAME: SINO-FOREST CORPORATION 

OCN : 
04 ADDRESS 90 BURNHAMTHQRPE ROAD WEST, SUITE 120B 

CITY MISSISSAUGA PROV: ON POSTAL CODE: LSB3C3 
05 IND DaB IND NAME: 
06 BUS NAME: 

OCN 
07 ADDRESS 

CITY PROV: POSTAL CODE: 

OB SECURED PARTY/LIEN CLAIMANT : 
LAW DEBENTURE TRUST COMPANY OF NEW YORK 

09 ADDRESS 400 MADISON AVENU!]., 4TH FLOOR 
CITY : NEW YORK PROV: NY POSTAL CODE: 10017 

CONS. MV DATE OF OR NO FIXED 

10 

11 
12 

GOODS 

YEAR 

IJ\lVTRY, EQUIP 

MAKE 

/lCCTS OTHER INCL 
x X 

MODEL 

GENERAL COLLATERAL DESCRIPTION 

AMOUNT MATURITY 

V.I.N. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR 
14 
15 
16 .AGENT: AIRD & BERLIS LJ.JP - SUSAN PAR. 
17 ADDRESS IBI BAY STREET, SUITE 1800 

CITY : TORONTO PROV: ON 

Page 5 

POSTAr~ CODE; M5J2T9 

MAT DATE 
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FAMILY 
SEARCH 

4 OF 6 ENQUIRY PAGE 
BD SINO-FOREST CORPORATION 

EXPIRY DATE : 03FEB. 2016 STATUS : 

6 OF 

00 FILE NUMBER , 659079036 
01 CAUTION FILING , PAGE ; 001 OF 1 MV SCHEDULE ATTACHED 

REG NUM , 20100203 1535 1793 2023 REG TYP: P PPSA REG PERIOD: 6 
02 IND DOB I IND NAME: 
03 BUS NAME, SINO-FOREST CORPORATION 

OCN , 
04 ADDRESS 90 BURNHAMTHORPE ROAD WEST, SUITE 1208 

CITY MISSISSAUGA PROV, ON POSTAL CODE, L5B3C3 
05 IND DOB IND NAME: 
06 BUS NAME, 

07 ADDRESS 
CITY 

08 SECURED PARTY/LIEN CLAIMANT , 

PROV: 

LAW DEBENTURE TRUST COMPANY OF NEW YORK 
09 ADDRESS I 400 MADISON AVENUE 1 4TH F'LOOR 

OCN 

POSTAL CODE: 

CITY ,NEW YORK PROV, NY POSTAL CODE, 10017 

B 

CONS. MV DA'l'E OF OR NO FIXED 
GOODS INVTRY, EQUIP AceTS OTHER INCL AMOUNT MATURITY MAT DATE 

10 X X 
YEAR MAKE MODEL V.I,N, 

11 
12 
GENERAL COLLATERAL DESCRIPTION 
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR 
14 
15 
16 AGENT, AIRD & BERLIS LL~ (SPAK - 1022BB) 
17 ADDRruSS 1Bl BAY STREET, BUITE 1800 

CITY : TORON'TO PROV: ON POSTAL CODE: M5J2T9 

Page 6 
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FAMILY 
SEARCH 

5 OF 6 
BD SINO-FOREST CORPORATION 

ENQUIRY PAGE 7 OF 8 

2020 S'l'ATUS : 00 FILE NUMBER : 665186985 
01 CAUTION FILING : 

EXPIRY DA'l'E : 150C'l' 
PAGE , 001 OF 1 

1793 1245 REG TYP: P 
MV SCHEDULE ATTACHED 

REG NUM , 20101015 1215 PPSA REG PERIOD: 10 
02 IND DOB , IND NAME: 
03 BUS NAME, SINO-FOREST CORPORATION 

OCN : 
04 ADDRESS 90 BURNHAMTHORPE ROAD WEST, SUITE 1208 

CITY MISSISSAUGA PROV: ON 
05 IND DOB IND NAME: 
06 BUS NAME: 

07 ADDRESS 
CITY PROV: 

OB SECURED PARTY/LIEN CLAIMANT : 
LAW DEBENTURE TRUST COMPANY OF NEW YORK 

09 ADDRESS 400 MADISON AVENUE, 4TH FLOOR 
: NEW YORK 

POSTAL CODE, L5B3C3 

OCN 

POSTAL CODE: 

POSTAL COnE: 10017 CITY 
CONS. 

PROV: NY 
MV DATE OF OR NO FIXED 

GOODS INVTRY. EQUIP AceTS OTHER INCL 
10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 

MODEL 

AMOUNT MATURITY 

V.1.N. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES O£<' 'rHE DEBTOR, 
14 
15 
16 AGENT: AIRD & BERLIS LLP (RMK-I06760) 
17 ADDRESS 181 BAY STREET, SUITE 1800 

CITY : TORONTO PRQV: ON 

Page 7 

POSTAL CODE: M5J2T9 

MAT DATE 
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FAMILY 
SEARCH 

6 OF 6 
BD SINO-FOREST CORPORATION 

ENQUIRY PAGE 8 OF 8 

00 FILE NUMBER : 665928963 
01 CAUTION FILING , 

EXPIRY DATE, 17NOV 2016 STATUS, 
PAGE , 01 OF 001 MV SCHEDULE ATTACHED 

REG NUM , 20101117 1007 1462 0113 REG TYP: 
02 IND DOB , INn NAME' 
03 BUS NAME, SINO-FOREST CORPORATION 

O. ADDRESS 
CITY 

05 IHD DOB 
06 BUS NAME, 

07 ADDRESS 
CITY 

1208-90 BURNHAMTHORPE 
MISSISSAUGA 

IND NAME, 

08 SECURED PARTY/LIEN CLAIMANT , 
XEROX CANADA LTD 

RD W 
PROV: 

PROV, 

09 ADDRESS 33 BLOOR ST. E, 3RD Fr~OOR 
CITY 

CONS. 
GOODS 

10 
YEAR 

11 
12 
GENERAL 
13 
l' 
15 

! TORONTO 

INVTRY, ElQUIP AceTS 
X 

MAKE 

COLLATERAL DESCRIPTION 

PROV: 
MV 

OTHER INCL 
X 

MODEL 

16 AGENT, PPSA CANADA INC. - (3992) 

ON 

ON 

17 ADDRESS 110 SHEPPARD AVE EAST, SUITE 3·03 
CITY : TORONTO PROV: ON 

page 8 

P PPSA REG PERIOD: 6 

OCN , 

POSTAL CODE: L5B3C3 

OCN 

POSTAL CODE, 

POSTAL CODE: M4W3Hl 
DATE OF OR NO FIXED 

AMOUNT MATURITY MAT DATE 
x 

V,LN. 

POSTAL CODE; M2N6Y8 
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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 

AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn November 29, 2012) 

I, W. Judson Martin, of the City of Hong Kong, Special Administrative Region, People's 

Republic of China, MAKE OATH AND SAY: 

1. I am the Vice·Chairman and Chief Executive Officer of Sino·Forest Corporation ("SFC"). 

I therefore have personal knowledge of the matters set out below, except where otherwise stated. 

Where I do nol possess personal knowledge, I have stated the source of my information and I 

helieve such information to be true. Where I indicate that I have heen advised by counsel, that 

advice has been provided by Bennett Jones LLP, counsel for SFC in tbis proceeding. 

2. Capitalized terms not defmed in this affidavit are as defmed in my affidavit sworn March 

30, 2012 (the "Initial Order Affidavit") and the Thirteenth Report of the Monitor dated 

November 22,2012 (the "Monitor's Thirteenth Report"). A copy of my Initial Order Affidavit 

(without exhibits) is attached as Exhibit "A". 
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3. All currency references in this affidavit refer to U.S. Dollars unless otherwise indicated. 

4. This affidavit is sworn in support of a motion by SFC for an order (the "Sanction Order") 

under section 6(1) of the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36 (the 

"CCAA") sanctioning an amended plan of compromise and reorganization (the "Plan") between 

SFC and its creditors. I understand that a draft of the form of Sanction Order being sought was 

included in the Plan Supplement filed by SFC on November 21 , 2012, and any further changes to 

the form of Sanction Order will be filed prior to the hearing. 

5. This affidavit identifies a number of affidavits I have previously sworn along with 

Monitor's reports and other materials that SFC is relying on in support of the Sanction Order 

motion. Such materials will be filed in a separate brief prior to the hearing. 

6. I am advised by counsel that if the Plan is approved, SFC and Newco (defined below) 

intend to rely on the Sanction Order for the purposes of relying on the exemption from the 

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

section 3 (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 Interest, and any other securities to be 

issued pursuant to the Plan. 

I. BACKGROUND 

7. As I explained in greater detail in the Initial Order Affidavit, SFC is an integrated forest 

plantation operator and forest products company, with most of its assets and the majority of its 

business operations located in the southern and eastern regions of the People's Republic of China 
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(the "PRC"). SFC's registered office is in Toronto and its principal business office is in Hong 

Kong. 

A. Muddy Waters and SFC's Iudependent Committee 

8. As a result of a report issued by short-seller Muddy Waters LLC ("Muddy Waters") on 

June 2, 2011, which alleged that SFC was a "near total fraud" and a "Ponzi scheme", SFC found 

itself embroiled in multiple class actions across Canada and in the U.S., investigations and 

regulatory proceedings with the Ontario Securities Commission (the "OSC"), the Hong Kong 

Securities and Futures Commission and the RCMP. 

9. As I have described in prior affidavits filed with the Court and above, immediately after 

the allegations were made by Muddy Waters, the Board appointed an independent committee 

(the "IC") of the Board, which in tum engaged professionals in Ontario, Hong Kong and in the 

PRC to assist in investigating the allegations. The IC retained Osler Hoskin & Harcourt LLP in 

Canada, Mallesons (an international law firm with offices in Beijing, Shanghai and Houg Kong) 

and Jun He Law Offices (a PRC law firm). The IC also appointed PricewaterhouseCoopers to 

assist with the investigations. 

10. The Board also retained new company counsel, Bennett Jones LLP, to assist and work with 

the IC and the IC's advisors, to assist management, to respond to class action claims against SFC 

and to respond on behalf of SFC to inquiries and demands from securities regulators. 

I I. The IC was active mld met frequently to supervise professionals and receive reports about 

their progress. 
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12. The IC and its advisors worked to compile and analyze the vast amount of data required for 

their review of Sino-Forest's operations and business, the relationships between Sino-Forest and 

other entities, and Sino-Forest's ownership of assets. The IC supervised the investigation and 

preparation of three reports that addressed those aspccts, described the extensive work of the IC 

and its advisors and the conclusions that could be reached from the work undertaken by them. 

Redacted versions of the IC reports were publicly disclosed. 

l3. The IC set out to address the issues raised by Muddy Waters in three core areas: (i) the 

verification of timber assets reported by Sino-Forest, (ii) the value of the timber assets held by 

Sino-Forest, and (iii) revenue recognition. la addition, in its First Interim Report, the IC's 

accounting advisors confirmed SFC's cash balances in specific account as at June 13, 2011, for 

accounts located inside and outside of the PRC. The results of the IC's efforts are described in 

greater detail in my laitial Order Affidavit. 

B. Efforts to Obtain Audit Opinions 

14. In late August 2011 the IC's efforts uncovered information that raised conduct issues about 

certain members of fOlmer management of Sino-Forest. This information was shared by the IC 

with staff of the OSC. This information resulted in the OSC imposing a temporary cease trade 

order (the "TCTO") on the securities of SFC on August 26. 2011, which order was later 

continued and continues in force. 

15. Arising from these developments, certain former members of management were placed on 

administrative leave. The Board appointed me as Chief Executive Officer of SFC after Allen 

Chan resigned as Chairman, CEO and a Director, on August 28, 2011. 
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16. FolIowing the events of late August, 20 II, the IC continued its investigative work. From 

late August 2011 onward, nnder the Board's oversight, considerable effort was directed at 

determining if the issues identitied by Muddy Waters and by investigative work to date could be 

resolved with sufficient time to allow SFC to become current in its financial reporting, and to 

obtain an audit opinion for 2011. Failure to issue quarterly results or to issue audited anoual 

financial results could lead to the possible acceleration and enforcement of approximately $1.8 

billion in notes issued by SFC and guaranteed by many of its Subsidiaries. 

17. Notwithstanding considerable efforts by the Board, the IC, management and advisors, in 

mid-November 2011, SFC's Audit Committee recommended, and the Board agreed, that SFC 

should defer the release of SFC's third quartcr 2011 tinancial statements until certain conduct 

issues could be resolved to the satisfaction of the Board and SFC's external auditor. 

18. By December 2011, it appeared that it would not be possible to obtain an audit opinion for 

2011 in sufficient time to avoid defaults under SFC's Note Indentures, nor would it be possible to 

issue third quarter 2011 financial results. 

19. On December 16, 2011, the Board established a Special Restructuring Committee ("RC") 

of the Board, comprised exclusively of directors independent of management of SFC, for the 

purpose of supervising, analyzing and managing the strategic options available to SFC. 

Subsequent to its appointment, the RC has been fully engaged and active in supervising and 

supporting SFC's restructuring effOlis. 
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C. Defaults under the Indentures and the Support Agreement 

20. SFC's inability to file its third quarter 2011 financial statements ultimately resulted in a 

default under its note indentures. After extensive discussions with an ad hoc committee of 

Noteholders (the "Ad Hoc Notcholders"), Noteholders representing a majority in principal 

amount of SFC's senior nOles agreed to waive the default arising from the failure to release the 

SFC 20 II third quarter results. While the waiver agreements prevented an acceleration of the 

note indebtedness as a result of SFC's failure to file its 2011 third quarter results,. the waiver 

agreements would have expired on April 30, 2012 (or any earlier termination of the waiver 

agreements in accordance with their terms). In addition, SFC's pending failure to file its audited 

financial statements for its fiscal year ended December 31, 2011 by March 30, 2012, would have 

caused another potential acceleration and enforcement event, creating additional uncertainty 

around SFC's business. 

21. Following extensive arm's length negotiations between SFC and the Ad Hoc Noteholdcrs, 

the parties agreed on a framework for a consensual resolution of SFC's defaults under its note 

indentures and the restructuring of its husiness, and entered into a restructuring support 

agreement (the "Support Agreement") on March 30, 2012, which was initially executed by 

holders of SFC's Notes holding approximately 40% of the aggregate principal amount of the 

Notes. 

22. As further discussed below, additional Consenting Noteholders subsequently executed 

joinder agreements to the Support Agreement, resulting in Notcholdcrs representing more than 

72% of the aggregate principal amount of the Notes agreeing to support the restructuring 

contemplated by the Support Agreement. 
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23. Throughout this process, the Board and certain members of SFC management engaged 

with the Ad Hoc Noteholders, both through counsel and directly on a principal-to-principal basis, 

to assist them in understanding the restructuring challenges faced by SFC and its stakeholders, 

and to provide information to the Ad Hoc Noteholders in connection with their due diligence 

efforls. 

24. From a commercial perspectivc, the restructuring contemplated by the Support Agreement 

was intended to separatc Sino-Forest's business operations from the problems facing the parent 

holding company outside of the PRC, with the intention of saving and preserving the value of 

SFC's underlying business. To this end, two possible transactions were contemplated: 

Ca) First, a court-supervised Sale Process being undertaken to determine if any person 

or group of persons would purchase SFC's business operations for an amount in 

excess of a threshold amount of consideration (which was set at 85% of the 

amount outstanding under the Notes at the CCAA filing date), with the potential 

for excess above such threshold amount being directed to stakeholders 

subordinate to the Noteholders. The Sale Process was intended to ensure that 

SFC pursued all avenues available to it to maximize value for its stakeholders; 

(b) Second, if the Sale Process was not successful, a transfer of the six immediate 

holding companies that own SFC's business to the Affected Creditors in 

compromise of their claims against SFC and the creation of a litigation trust 

(including funding) that would enable SFC's litigation claims against any Person 

not otherwise released within the CCAA proceedings to be preserved and pursued 
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for the benefit of SFC's stakeholders in accordance with the Support Agreement 

(the "Restructuring Transaction"). 

25. The decision to enter into the Support Agreement was given careful consideration by the 

Board of SFC. But for the negotiation and execution of the Support Agreement, SFC would 

have been unable to prevent the acceleration and enforcement of the rights ofthe Noteholders as 

soon as April 30, 2012, in which case SFC and Sino-Forest would have been unable to continue 

as a going concern. 

26. The Support Agreement provided that SFC would make an application under the CCAA in 

order to implemcnt the Sale Process and, failing rcccipt of a qualified bid, to implement the 

Restructuring Transaction. 

27. Quite apart from the provisions of the Support Agreement, the circumstances facing SFC 

and its Subsidiaries (as described above and in the Initial Order Affidavit) necessitated the 

commencement of these CCAA proceedings in order to attempt to separate the business 

operations of Sino-Forest from the challenges facing the holding company parent in order to 

allow the business to be saved. 

28. SFC applied to this Honourable Court and obtained an Initial Order under the CCAA on 

March 30, 2012 (the "Initial Order"), pursuant to which a limited stay of proceedings was also 

granted in respect of the Subsidiaries. The stay of proceedings provided for in the Initial Order 

was subsequently extended by Orders dated May 31, Scptember 28, October 10, and November 

23,2012, and unless further extended by the Court, will expirc on February 1,2013. 

42 



9 

II. THE NATURE OF SFC'S ASSETS AND SFC'S EFFORTS TO MARKET THEM 

A. SFC's Assets 

29. As described in the Initial Order Affidavit, SFC is a holding company with six direct 

subsidiaries of SFC (the place of incorporation is indicated in parentheses): Sino-Panel Holdings 

Limited (BVI); Sino-Global Holdings Inc. (BY!); Sino-Panel Corporation (Canada); Sino-Wood 

Partners Limited (Hong Kong); Sino-Capital Global Inc. (BY!) and Sino-Forest International 

(Barbados) Corporation (Barbados) (collectively, the "Direct Subsidiaries"). SFC also holds all 

of the preference shares orSino-Forest Resources Inc. (BY!). 

30. In addition, SFC holds an indirect majority interest in Greenheart Group Limited 

(Bermuda), an investment holding company whose shares are listed on the Hong Kong Stock 

Exchange. Together with its subsidiaries, Greenheart owns certain rights and manages hardwood 

forest concessions in the Republic of Suriname and a radiata pine plantation on freehold land in 

New Zealand. Grcenheart has its own distinct operations and financing arrangements and is not 

party to or a guarantor of the notes issued by SFC. Greenheal1 and SFC operate out of separate 

office buildings in Hong Kong. 

31. Including SFC, Sino-Forest Resources Inc. and the Direct Subsidiarics, there are 137 

entities that make up the Sino-Forest companies: 67 companies incorporated in the PRC (with I I 

branch companies), 58 BVI incorporated entities, 7 Hong Kong incorporated entities, 2 Canadian 

entities and 3 entities incorporated in other jurisdictions. Greenheart and its subsidiaries are not 

included in the foregoing. A list of all of the SFC subsidiaries (the "Subsidiaries") is attached as 

Exhibit "B" (which does not include subsidiaries of Greenhcal1, but does contain SFC branch 

companies). The term "Sino-Forest" is used herein to refer to the global enterprise as a whole. 
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32. I understand that in addition to claims against SFC, numerous stakeholders have asserted 

claims against the Subsidiaries in respect of their claims against SFC. As has been apparent 

from the outset of these proceedings, in order to achieve the commercial objective of separating 

the Sino-Forest business from the parent holding company, any successful resolution to these 

proceedings must provide a "clean break" between SFC and the Subsidiaries. Accordingly, as 

further described below, the Plan provides for the transfer of SFC's assets, including the Direct 

Subsidiaries, to Ncwco for the benefit of all of SFC's Affected Creditors as well as a release of 

the Subsidiaries in respect of such claims. 

B. The Sale Process 

33. As discussed above, the Support Agreement contemplated the sale of the assets of SFC (i.e. 

its Subsidiaries) through a court-supervised sale process in which the assets of SFC were offered 

for an amount of consideration equal to a minimum required threshold as set out in the Support 

Agreemen~ which was set at 85% of the outstanding amount of the Notes as of the CCAA filing 

date. 

34. SFC applied for and obtained an order from this Court on March 30, 2012 (the "Sale 

Process Order") approving the sale process procedures (the "Sale Process Procedures") and 

authorizing and directing SFC, the Monitor, and SFC's fmancial advisor, Houlihan Lokey 

("Houlihan"), to do all things reasonably necessary to perform each of their obligations under the 

Sale Process Order. 

35. Pursuant to the Sale Process Procedures, SFC, through Houlihan sought out potential 

qualified strategic and financial purchasers (including existing shareholders and noteholders) of 
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SFC's assets on a global basis and attempted to engage such potential purchasers in the Sale 

Process. 

36. The Sale Process Procedures approved in the Sale Process Order were carried out by the 

applicable parties. In particular, as described in the Fourth Report of the Monitor: 

(a) a notice was published in the Globe & Mail and the Wall Street Jonrnal with 

respect to the Sale Process; 

(b) a teaser letter was sent to 85 potentially interested parties; and 

(c) fourteen confidentiality agreements were negotiated with parties who indicated an 

interest in the business. 

37. The Sale Process Procedures provided SFC with up to 90 days from the day of the Sale 

Process Order to solicit letters of intent and, if qualified letters of intent were received within the 

required time period, a further 90 days to solicit qualified bids. As set out in the Sale Process 

Order, to constitute a Qualified Letter of Intent, the letter of intent must have, among other 

things, indicated that the bidder was offering to acquire SFC's assets for consideration not less 

than the Qualified Consideration. Qualified Consideration was defined in the Sale Process 

Procedures as: 

"Qualified Consideration" means cash consideration payable to 
SFC (or such other fOlm of consideration as may be acceptable to 
SFC and the Initial Consenting Noteholders) in an amount equal to 
85% of the aggregate principal amount of the Notes, plus all 
accrued and unpaid interest on Notes, at the regular rates provided 
therefor pursuant to the Note indentures, up to and including 
March 30,2012. 
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38. A number ofletters of intent were received by SFC on or about the June 28, 2012 deadline 

set out in the Sale Process Procedures. However, in accordance with the Sale Process Order, 

SFC, Houlihan and the Monitor detennined that none of the letters of intent constituted a 

Qualified Letter of Intent, because none of them offered to acquire the assets of SFC for the 

Qualified Consideration. As such, on July 10, 2012, SFC announced the tennination of the Sale 

Process and SFC's intention to proceed with the Restmcturing Transaction. 

III. SINO-FOREST'S STAKEHOLDERS 

39. In order to move forward with its restructuring efforts in a timely manner, it was critical for 

SFC to ascertain all claims against SFC, its Subsidiaries and its directors and officers in order to 

assess what impact such claims may have with respect to its restructuring. Accordingly, SFC, in 

consultation with the Monitor, developed a claims process, which was approved by Order of this 

Honourable Court on May 14, 2012 (the "Claims Process Order"). The Claims Process Order 

was not appealed. 

40. Under the Claims Process Order, Proofs of Claim and D&O Proofs of Claim were required 

to be filed with the Monitor on or before the Claims Bar Date (June 20, 2012), while 

Restructuring Claims were required to be filed on or before the Restructuring Claims Bar Date 

(the later of the Claims Bar Date and 30 days after a .Person is deemed to receive a Proof of 

Claim Document Package). D&O Indemnity Proofs of Claim were also required to be filed with 

the Monitor on a date that was relative to when the director or officer received notice of a D&O 

Proof of Claim. 

41. In order to identify the nature and extent of claims asserted against the Subsidiaries, the 

Claims Process Order required any claimant that had or intended to assert a right or claim against 
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one or more Subsidiaries relating to a purported claim made against SFC to so indicate on their 

Proof of Claim. 

42. In its Thirteenth Report, the Monitor described the claims submitted pursuant to the Claims 

Process Order, certain of which are also discussed below. 

A. The N oteholders 

43. As indicated, at the date of filing, Sino-Forest had approximately $1.8 billion of principal 

amount of debt owing under the Notes, plus accmed and unpaid interest. There are four series of 

Noles issued and outstanding, as follows: 

(a) 2017 Senior Notes: There are $600 million in principal amount of guaranteed 

senior notes that were issued on October 21, 2010, bearing interest at a rate of 

6.25% per annum, payable semi-annually (the "2017 Senior Notes"). These are 

supported by guarantees from 60 Subsidiaries and share pledges from ten of those 

same Subsidiaries. 

(b) 2016 Convertible Notes: There are $460 million in principal amount of 

convettible guaranteed notes that Were issued on December 17, 2009, bearing 

interest at a rate of 4.25% payable semi-annually (the "2016 Convertible Notes"). 

These notes are supported by guarantees from 64 Subsidiaries. 

(c) 2014 Convertible Notes: There are $399,517,000 in principal amount of senior 

notes that were issued on July 27, 2009, bearing interest at a rate of 10.25% per 

annum, payable semi-annually (the "2014 Senior Notes"). These notes are 
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supported by guarantees from 60 Subsidiaries and share pledges from ten of those 

same Subsidiaries, 

(d) 2013 Convertible Notes: There are $345 million in principal amount of 

convertible guaranteed notes that were issued on July 23, 2008, bearing interest at 

a rate of 5% per annum, payable semi-annually (the "2013 Convertible Notes"), 

These notes are supported by guarantees from 64 Subsidiaries, 

The 2017 Senior Notes, 2016 Convertible Notes, 2014 Senior Notes and 2013 Convertible Notcs 

are collectively referred to herein as the "Notes" and holders of the Notes, the "Noteholders", 

44, As of the date of the Support Agreement, the Initial Consenting Noteholders held 

approximately 40% of the aggregate principal amount of the four series of Notes, Pursuant to 

certain notice provisions established in the Initial Order, SFC continued to solicit additional 

Noteholder support and all Noteholders who wisbed to become Consenting Noteholders and 

participate in the Early Consent Consideration; (each as defined in the Support Agreement and 

described below) were given the opportunity to do so by the early consent deadline of May 15, 

2012. As of May 15,2012, Notebolders (including the Initial Consenting Noteholders) holding 

in aggregate approximately 72% of the principal amount of the Notes, and representing more 

than 66.67% of tbe principal amount of each of the four series of Notes, agreed to support the 

Plan. 

B. Shareholders I Former Noteholders 

45. As I explained in the Initial Order Affidavit, SFC and certain of its officers, directors and 

employees, along with SFC's tonner auditors, tecbnical consultants and the Underwriters 
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(defined below) involved in prior equity and debt offerings, have been named as defendants in 

eight class action lawsuits. 

46. Five of these class action lawsuits, commenced by three separate groups of counsel, were 

filed in the Ontario Superior Court of Justice on June 8, 2011, June 20,2011, July 20, 20ll, 

September 26,2011 and November 14, 2011. A carriage motion in relation to these actions was 

heard on December 20 and 21, 2011, and by Order dated January 6, 2012, Justice Perell 

appointed Koskie Minsky LLP and Siskinds LLP as class counsel. As a result, Koskie Minsky 

LLP and Siskinds LLP discontinued their earliest action, and their other two actions have been 

consolidated and will move forward as one proceeding. The other two Ontario actions, 

commenced by other counsel, have been stayed. 

47. Pursuant to Justice PereH's January 6,2012 Order, Koskie Minsky LLP and Siskinds LLP 

have filed a fresh as amended Statement of Claim in the consolidated proceeding. A copy ofthat 

amended Statement of Claim is attached as Exhibit "C". The plaintiffs in the Ontario Class 

Action (the "Ontario Class Action Plaintiffs"), on behalf of current and former shareholders of 

SFC, seek damages against SFC and the other defendants in the Ontario Class Action in the 

amount of $6.5 billion for general damages, $174.8 million in connection with a prospectus 

issued in June 2007, $330 million in relation to a prospectus issued in June 2009, and $319.2 

million in relation to a prospectus issued in December 2009. The market cap for SFC during the 

times of the alleged misrepresentations ranged from $546.5 million to $6.15 billion. 

48. The Ontario Class Action Plaintiffs also assert claims on behalf of former holders of SFC's 

Notes in the amounts of $345 million for the 2013 Convertible Notes, $400 million for the 2014 

Senior Notes, $460 million for the 2016 Convertible Notes, and $600 million for the 2017 Senior 
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Notes, for a total claim of approximately $1.8 billion. The first class action claim that asserted 

any claims on behalf of Noteholders was issued on September 26, 2011. The Noteholder 

component of this claim asserts, among other things, damages for loss of value in the Notes. In 

the months following the Muddy Waters repOlt, the relevant Notes traded at a range of $53 to 

$64 per $100 amount of principal owing. 

49. A similar class action was filed in Quebec. Attached as Exhibit "D" is a copy of the 

Quebec pleading. A third class action was filed in Saskatchewan. Attached as Exhibit "E" is a 

copy of the Saskatchewan Statement of Claim. While a Proof of Claim was filed by the plaintiffs 

in the Quebec class action, no Proof of Claim was filed by the plaintiffs in the Saskatchewan 

class action. 

50. Additionally, on January 27, 2012, a class action was commenced against SFC and otber 

defendants in the Supreme Court of the State of New York, U.S.A. The complaint alleges that 

the action is brought on behalf of persons who purchased SFC shares on the over-the-counter 

market and on behalf of non-Canadian purchasers of SFC debt securities. The quantum of 

damages sought is not specified in the complaint. Attached as Exhibit "F" is a copy of the most 

recent version of the Complaint in the New York proceeding. The plaintiffs in the New York 

proceeding have filed a Proof of Claim in this procceding. 

51. In this proceeding, an "Ad Hoc Committee of Purchasers of the Applicant's Securities" (the 

"Ad Hoc Securities Purchasers Committee") has appeared to represent the interests of 

shareholders and noteholders who have asserted class action claims against SFC and others. The 

Ad Hoc Securities Purchasers Committee is represented in this proceeding by Siskinds LLP, 

Koskie Minsky, and Paliare Roland Rosenberg Rothstein LLP. As indicated above, two of these 
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firms won the right to represent the plaintiffs in the Ontario class action, and the Siskind firm is 

plaintiff counsel in the Quebec class action. 

52. On June 26, 2012, SFC brought a motion for an order directing that claims against SFC 

that arise in connection with the ownership, purchase or sale of an equity interest in SFC and 

related indemnity claims are "equity claims" as defined in section 2 of the CCAA, including the 

claims by or on behalf of current or former shareholders asserted in class action proceedings 

commenced against SFC. The equity claims motion did not purport to deal with the component 

of the class action proceedings that relate to debt claims. 

53. The Ad Hoc Securities Purchasers Committee did not oppose the relief requested. The 

relief was opposed only by SFC's former auditors and the Underwriters. 

54. Iu reasons released on July 27, 2012, a copy of which is attached as Exhibit "G", this 

Honourable Court granted the relief sought by SFC (the "Equity Claims Decision"), finding at 

paragraph 77 that "the claims advanced in the Shareholder Claims are clearly equity claims." 

55. The Ad Hoc Securities Purchasers Committee did not appeal this decision. I am advised 

by counsel that none of the parties who later appealed the decision suggested that the Court's 

determination on the characterization of the shareholder claims against SFC was incorrect. As 

further discussed below, the Equity Claims Decision was affirmed by the Court of Appeal for 

Ontario on November 23, 2012. 

56. Consistent with the Equity Claims Decision, shareholder claims against SFC are 

subordinated and not entitled to vote or receive distributions under the Plan. 
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57. On October 26, 2012, the Ad Hoc Securities Purchasers Committee stated that they would 

not directly or indirectly oppose the Plan, so long as no amendment is made to the Plan that in 

the opinion of the Ad Hoc Securities Purchasers Committee, in the good faith exercise of its 

discretion, would be materially prejudicial to the interests of the Ad Hoc Securities Purchasers 

Committee. 

58. The Ad Hoc Securities Purchasers Committee will not oppose a Plan which provides that: 

(i) all shareholder claims against SFC will be subordinated as "Equity Claims" and released 

without consideration under the Plan; (li) all former noteholder claims against SFC will be 

released without consideration under the Plan (other than a 25% interest in the Litigation Trust); 

and (iii) the quantum of the "Indemnified Noteholder Class Action Limit" in the Plan (as further 

discussed below) will be set at $150 million. 

59. As discussed below, the Plan preserves all of the aforementioned claims against defendants 

to the Class Action Claims (present or future) other than SFC, the Subsidiaries, the Named 

Directors and Officers or the Trustees under the Notes (the "Third Party Defendants"), subject in 

the case of any Indemnified Noteholder Class Action Claims to the Indemnified Noteholder 

Class Action Limit. 

60. SFC's existing shares will be cancelled pursuant to the Plan and the Plan Sanction Order. 

C. Auditors 

61. Since 2000 SFC has had two auditors: Ernst & Young LLP ("E&Y"), who acted as auditor 

from 2000 to 2004 and 2007 to 2012, and BDO Limited ("BDO"), who acted as auditor from 

2005 to 2006. 
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62. I understand from counsel to SFC that the auditors have asserted claims against SFC for 

contribution and indemnity for any amounts paid or payable in respect of the shareholder class 

actions, with each of the auditors having asserted claims in excess of $6.5 billion. In addition the 

auditors have asserted claims for payment of professional fees associated with SFC after the 

release of the Muddy Waters report, and generalized claims for damage to reputation. A 

summary extract from E&Y's Proof of Claim is attached as Exhibit "H". A summary extract 

from BDO's Proof of Claim is attached as Exhibit "I". 

63. In the Equity Claims Decision, the Court stated at paragraph 84 that "the claims of E&Y, 

BDO and the Underwriters constitutes an 'equity claim' within tlle meaning of the CCAA. 

Simply put, but for the Class Action Procecdings, it is inconceivable that claims of this 

magnitude would have been launched by E&Y, BDO and the Underwriters as against SFC." 

64. The auditors and Underwriters appealed the decision to the Court of Appeal for Ontario. 

The heming of that appeal was held on November 13, 2012. On November 23,2012, the Court 

of Appeal dismissed the appeal. Attached as Exhibit "J" is a copy of1he reasons of the Court of 

Appeal. 

65. Consistent with the Equity Claims Decision and the Court of Appeal's dismissal of the 

appeal, the claims of the auditors for indemnity in respect of the shareholder class action claims 

are subordinated and are not entitled to vote or receive any distributions under the Plan. The 

auditors' claims for defence costs relating to the defence of shareholder class actions (which have 

not yet been determined to be equity or debt claims) are treated as Unresolved Claims under the 

Plan. 
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66. The auditors have also asserted indemnification claims in respect of the class action claims 

against them by the former N oteholders. As these indemnification claims have not been 

determined to be "equity claims", the Plan provides for these claims by placing Plan 

consideration in respect of the amount of these claims into the Unresolved Claims Reserve, to be 

distributed to the defendants if any of these claims become non-contingent Proven Claims. The 

amount of these potential indemnification claims has been limited to a global limit of $150 

million by operation of the "Indemnified Noteholder Class Action Claim Limit" under the Plan, 

which limits the amount of the Indemnified Noteholder Class Action Claims against the Third 

Party Defendants to $150 million in the first instance. The Plan preserves the right to contest 

these indemnity claims, including the right to seek an order of the CCAA Court that these 

indemnification claims in respect of claims by former noteholders should be subordinated in the 

same manner as the indemnification claims in respect of the shareholders actions have been. 

67. The auditors have also asserted claims against the Subsidiaries for, among other things, 

indemnification in connection with the shareholder class actions, Those claims have tended to 

treat SFC and the Subsidiaries interchangeably or as one collective entity. These claims are 

released under the Plan in the same manner as the Noteholders' guarantee claims against the 

Subsidiaries are released under the Plan, 

D. Underwriters 

68. In each instance where SFC has had a debt or equity public offering, such offering has 

been underwritten. The following firms have acted as SFC's underwriters and also have been 

named as defendants in the Ontario Class Action: Credit Suisse Securities (Canada) Inc., Credit 

Suisse Securities (USA) LLC, TD Securities Inc., Dundee Secmities Corporation, RBC 
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Dominion Securities lnc., Scotia Capital Inc., CIBC World Markets Inc., Merrill Lynch Canada 

Inc., Merill Lynch, Pierce, Fenner & Smith Incorporated, Cannacord Financial Ltd and Maison 

Placements Canada lnc. (the "Underwriters"). Certain of the Underwriters also are defendants in 

the New York class action. 

69. Like the auditors, the Underwriters have med claims against SFC seeking contribution and 

indemnity for the shareholder class actions. A copy of a representative sample of a proof of 

claim filed by one of the Underwriters is attached as Exhibit "K". 

70. The Equity Claims Decision discussed above, upheld by the Court of Appeal for Ontario, 

applies equally to the Underwriters as it does to the auditors. Accordingly, the Underwriters' 

indemnity claims in respect of shareholder claims have been subordinated and are not entitled to 

vote or receive any distributions under the Plan. The Underwriters' claims for defence costs 

relating to the defence of shareholder class action, together with such claims of the auditors, are 

treated as Unresolved Claims under the Plan. 

71. The Underwriters have also asserted indemnification claims in respect of thc class action 

claims against them by the former Noteholders. For the same reasons and subject to the same 

terms as described above with respect to the auditors' indemnification claims, the Plan provides 

for these claims by placing Plan consideration in respect of the amount of these claims into the 

Unresolved Claims Reserve, limited to a global limit of $150 million by operation of the Plan. 

72. Certain of the Underwriters have also asserted claims against the Subsidiaries in 

connection with the four Note offerings. Like all other SFC-related claims against the 

Subsidiaries, these claims are released under the Plan. 
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E. Ontario Secnrities Commission 

73. On June 8, 2011, six days after the Muddy Waters report was released and the Board of 

SFC appointed the IC to investigate the allegations contained in that report, the OSC publicly 

announced that it was investigating matters related to SFC. 

74. SFC believes that it has cooperated with the OSC. Under the supervision of the Board, 

SFC has made extensive production of documents, including documents sourced from 

jurisdictions outside of the OSC's power to compel production. Under the supervision of the 

Board, SFC also has facilitated interviews by the OSC with SFC and other Sino-Forest 

personnel. In circumstances where OSC staff sought to examine Sino-Forest personnel resident 

in the PRC, outside the OSC's jurisdiction to compel attendance at examination, SFC arranged to 

bring individuals to Hong Kong to be examined. 

75. Absent cooperation from SFC, SFC was at risk that the OSC would seek to exercise 

additional powers in relation to SFC beyond imposing the TCTO. These additional powers 

could have extended to the appointment of a receiver over SFC. The Board's decision to inform 

the OSC of the results of the IC's investigative work, and to cooperate with the OSC's 

investigation, was important to preserving stakeholder value. 

76. SFC has responded to extensive inquiries and has provided periodic oral briefings to OSC 

staff. The three reports prepared by the IC were provided to OSC staff on an unredacted basis. 

A significant portion of the professional costs incurred by SFC subsequent to June 2, 2011 

relates to the production of documents and other infOlmation to OSC staff, and to producing 

Sino-Forest personnel for interviews with OSC staff. 
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77. In April 2012, SFC received an Enforcement Notice from OSC staff. Enforcement Notices 

typically are issued by OSC staff at or near the end of an investigation, identify issues that have 

been the subject of investigation, and advise that staff contemplate commencing formal 

proceedings in relation to those issues. Enforcement Notices afford recipients an opportunity to 

make representations before a decision is taken by staff of the OSC to commence formal 

proceedings. OSC staff asserted that the Enforcement Notice was protected from disclosure 

pursuant to sections 16 and 17 of the Ontario Securities Act. 

78. On May 22, 2012, a Notice of Hearing and Statement of Allegations was issued by OSC 

staff against SFC, Allen Chan, Albert Ip, Alfred C.T. Hung, George Ho, Simon Yeung, and 

David Horsley. A copy of the Statement of Allegations is attached as Exhibit "L". OSC staff 

alleged in the Statement of Allegations that SFC and the other respondents, except David 

Horsley, had engaged in a complex fi'audulent scheme to inflate the assets and revenue of SFC 

and made materially misleading statements in SFC's public disclosure record. It is further 

alleged by OSC staff that such conduct was contrary to the Ontario Securities Act and contrary to 

the public interest. No date has been set for a hearing on the merits. 

79. On September 25, 2012, SFC received a second "Enforcement Notice" from OSC staff, 

which OSC staff again asserted was protected from disclosure. SFC issued a press release 

announcing the receipt of this Enforcement Notice on September 26, 2012, a copy of which is 

attached as Exhibit "M". The press release describes how the second Enforcement Notice 

includes a further allegation, which is similar in nature to the allegations in the Statement of 

Allegations discussed above. 
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80. By letter dated September 13, 2012, a copy of which is attached as Exhibit "N", counsel for 

OSC staff advised that OSC staff would not be seeking any monetary sanctions against SFC, and 

that they would not seek monetary sanctions against any of the directors and officers of SFC in 

excess of CAD$I 00 million. This amount was later reduced to CAD$84 million, a8 set out in a 

further lettcr dated October 25, 2012, a copy of which is attacbed as Exhibit "0". 

F. Trade Creditors and Other Creditors 

81. As SFC is a holding company whose business is substantially carried out through its 

subsidiaries in thc PRC and Hong Kong, SFC has very few trade creditors. The Monitor's 

Thirteenth Report explains that only three trade claims have been filed pursuant to the Claims 

Process Ordcr. Other than a claim filed by the former Chief Financial Officer of SFC arising 

from the termination of his employment, I am not aware of any other creditors of significance 

that have filed claims pursuant to the Claims Process Order. 

IV. EFFORTS AND ACHIEVEMENTS IN ARRIVING AT A NEGOTIATED 
RESOLUTION 

82. The fundamental component of SFC's proposed restructuring, being a complete separation 

of the Subsidiaries and the Sino-Porest business ITom SFC in compromise of the claims asserted 

against SFC, has not changed since the commencement of these proceedings. 

83. As indicated above, SFC obtained the support of 72% of the Noteholders to its proposed 

restructuring at an early stage of this proceeding. On October 26, 2012, SFC also obtained the 

non-objection to the Plan of the Ad Hoc Securities Purchasers Committee. Siguificant efforts 

have been made to arrive at a consensual resolution with the other stakeholders described above. 
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84. On July 25, 2012, this Honourable Court issued a mediation order (the "Mediation Order"), 

on the consent of all parties, directing that a mediation take place on September 4 and 5, 2012. 

85. In advance of the mediation, SFC established a confidential data room, as contemplated by 

the Mediation Order. That data room made available to those parties to the mediation who 

signed non-disclosure agreements with SFC approximately 18,000 documcnts that had been 

assembled in order to potentially make them available to participants in the Sale Process and 

additional documents that were requested by the Ad Hoc Securities Purchasers Committee. 

86. The mediation took place on September 4 and 5, 2012. Justice Newbould acted as the 

mediator. While thc mediation did not result in a global resolution, it is my understanding from 

counsel that all parties appeared to participate in good faith with a view to arriving at a 

consensual resolution. I am advised by counsel that there have been further discussions 

continuing among certain of the parties since the conclusion of the mediation, but those 

discussions have not resulted in a further settlement as at the date of the swearing of this 

affidavit. I am not aware of the spccifics of the matters which may have been discussed by other 

parties to the mediation. 

87. Following the mediation, SFC conducted extensive negotiations with the Ad Hoc 

Noteholders, with the participation of the Monitor and its counsel, to produce the draft plan that 

was filed with the Court on October 19, 2012 (the "October 19 Draft Plan"). On October 26, 

2012, the Ad Hoc Securities Purchasers Committee confirmed that they would not object to the 

October 19 Draft Plan. 

88. As discussed above, SFC's main creditors consist of (i) the Noteholders and (ii) the Third 

Party Defendants who claim indemnity from SFC and its subsidiaries on a contingent basis, the 
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contingency being whether or not they are ultimately found to be liable in the shareholder and 

noteholder class actions that are pending against them. 

89. As a result of the Equity Claims Decision, the Third Party Defendants' indemnity claims in 

respect of shareholder class action claims are subordinated equity claims (leaving aside that they 

are contingent and contested in any event). With respect to the Third Party Defendants' 

indemnity claims in respect of the noteholder class action claims against them, these claims have 

now been limited to $150 million, collectively and in the aggregate for all Third Party 

Defendants, by operation of the Indemnified Noteholder Class Action Limit, which has limited 

the underlying claims by former noteholders against the Third Party Defendants to $150 million. 

As discussed, the Plan provides for these contingent, unresolved claims tln'ough the creation of 

the Unresolved Claims Reserve. 

V. THE PLAN 

A. Background and Overview 

90. On August 28, 2012, SFC brought a motion for an order approving the filing of the Plan 

(the "Plan Filing and Meeting Order") and for calling a meeting of creditors to vote on the Plan. 

[ swore an affidavit in connection with that motion, a copy of which is attached without exhibits 

as Exhibit "P". 

91. On August 31, 2012, this Honourable Court issued the Plan Filing and Meeting Order as 

well as an endorsement stating that the Plan Filing and Meeting Order was made without any 

determination of (a) the test for approval of the Plan; (b) the validity or quantnm of any claims; 

and ( c) the classification of creditors for voting purposes. The endorsement also stated that the 

60 



27 

Plan Filing and Meeting Order did not prevent or restrict any party from opposing the Sanction 

Order now being sought. A copy of the endorsement is attached as Exhibit "Q". 

92. The Plan sets out to achieve the following purposes: 

(a) to effect a full, final and 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 Sino-Forest business to Newco and then to Newco II, 

in each case free and clear of all claims against SFC and certain related claims 

against the Subsidiaries, so as to enable the SFC Business to continue on a viable, 

goiug concern basis for the benefit of the Affected Creditors; and 

(d) to allow Affected Creditors and Noteholder Class Action Claimants to benefit 

from contingent value that may be derived from litigation claims to be advanced 

by the Litigation Trustee. 

93. SFC believes that the Plan represents the best available outcome in the circumstances and 

that those with an economic interest in SFC, when considered as a whole, will derive a greater 

benefit from the implementation of the Plan and the continuation of the business of Sino-Forest 

as a going concern than would result from a bankruptcy or liquidation of SFC and Sino-Forest. 

SFC also believes that the Plan reasonably takes into account the interests of the Third Party 

Defendants, who seck indemnity and contribution from SFC and its Subsidiaries on a contingent 

basis, in the event that they are found to be liable to SFC's stakeholders. 
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94. Given that the Sale Process was not successful, the Plan contemplates that a new company 

and a further subsidiary ("Newco" and "Newco II", respectively) will be incorporated and SFC 

will transfer substantially all of its assets to Newco in compromise and satisfaction of all claims 

made against it. The result will be that Newco will own, directly or indirectly, all of SFC's 

Subsidiaries and SFC's interest in Greenheart and its subsidiaries as well as any intercompany 

debts owed by the Subsidiaries to SFC. Pursuant to the Plan, as explained in further detail 

below, the shares of New co will be distributed to the Affected Creditors. 

95. The terms of the Octobcr 19 Draft Plan were described in greater detail in the Monitor's 

Thirteenth Report. This Plan was amended on November 28, 2012. Attached as Exhibit "R" is a 

copy of the Plan, as amended. Attached as Exhibit "8" is a blackline comparison of the Plan to 

the October 19 Draft Plan filed with the Court. Attachcd as Exhibit "T" is a copy of the Plan 

Supplement dated November 21, 2012 (the "Plan Supplement"). 

B. Distributions Under tlte Plan 

96. The Plan contemplates the distribution of (I) Newco Shares, (2) Newco Notes, and (3) 

Litigation Trust Interests, each as further described below. 

1. Newco Shares 

97. Pursuant to the terms of the Plan, Affected Creditors with Proven Claims are entitled to 

their pro-rata share of 92.5% of the Newco Shares and Early Consenting Noteholders also 

entitled to their pro-rata share of7.5% of the Newco Shares. 

98. As set out in Exhibit C to the Plan Supplement, Newco will be incorporated as an exempt 

company under the laws of the Cayman Islands pursuant to the Plan. It will have a single class 

of voting shares, being the Newco Shares. Newco is not, and there is no current intention for 
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Newco to become, a reporting issuer in any jurisdiction of Canada or elsewhere and the Newco 

Shares will not be listed on any stock exchange or quotation service on the Plan Implementation 

Date. The board of directors of Newco will initially consist of up to five directors that will be 

satisfactory to the Initial Consenting Noteholders. Thereafter, directors will be elected by 

shareholders on an annual basis at Newco's annual general meeting. Certain shareholders 

holding large blocks of shares will be entitled to elect directors. 

99. As set out in Exhibit C to the Plan Supplement, prior to the Plan Implementation Date, it is 

intended that Newco will organize Newco II as a wholly-owned subsidiary and an exempt 

company under the laws of the Cayman Islands, for the purpose of acquiring from Newco the 

SFC assets to be transferred by SFC to Newco on the implementation of the Plan. The purpose 

of this step is to organize Newco (namely, Ncwco II) in a tax and jurisdictionally efficient 

manner for purposes of any subsequent sale of all or substantially all of Newco's assets (for 

example, Newco II will own all of the Direct Subsidiaries in a single jurisdiction, rather than in 

four separate jurisdictions), 

100. Newco will be named Evergreen China Holdings Ltd. and Newco II will be named 

Evergreen China Holdings II Ltd. 

2. Newco Notes 

101. Pursuant to the terms of the Plan, Affected Creditors with Proven Claims are entitled to 

their pro-rata share of the Newco Notes. 

102, As set out in Exhibit D to the Plan Supplement (which defines the capitalized terms used in 

this paragraph), Newco Notes in the aggregate principal amount of US$300 million will be 

issued under an Indenture. They will be guaranteed by the Subsidiary Guarantors and secured by 
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pledges, mortgages andlor charges of the Collateral as described in Exhibit D to the Plan 

Supplement. Interest may be paid in cash or in PIK notes at rates prescribed in the Indenture and 

described in Exhibit D to the Plan Supplement. The Newco Notes will mature seven (7) years 

after the Original Issue Date, unless earlier redeemed pursuant to the terms thereof and the 

Indenture. 

3. Litigation Trust Interests 

103. Pursuant to the tenns of the Plan, Affected Creditors with Proven Claims are entitled to 

their pro-rata share of 75% of the Litigation Trust Interests and the Noteholder Class Action 

Claimants are cntitled to their pro-rata share of25% of the Litigation Trust Interests. 

104. The Litigation Trust will hold the Litigation Trust Claims C each as defined in the Plan), 

which include all claims and actions that have been or may be asserted by or on behalf of Ci) SFC 

against any and all third parties, and Cii) the Note Indenture Trustees (on behalf of the 

Notebolders) against any and all persons in connection with the Notes; provided that Litigation 

Trust Claims will not include claims released under the Plan or claims advanced in the Class 

Actions. 

105. The Litigation Trust will be governed by a Litigation Trust Agreement, a draft form of 

which was attached as Exhibit B to the Plan Supplement. The Litigation Trust will be funded by 

SFC with tbe Litigation Funding Amount, $1 million. Pursuant to the Plan, Newco may 

subsequently elect to advance additional funding to the Litigation Trust. The Litigation Trustee 

(who has not yet been selected) will be charged with the responsibility to preserve and enhance 

the value of the Litigation Trust Assets Cas defined in the Litigation Trust Agreement), through 

the prosecution, compromise and settlement, abandonment or dismissal of all claims held by the 
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Litigation Trust. In addition, the Plan contemplates that, prior to the Plan Implementation Date, 

SFC and the Initial Consenting Noteholders may agree to exclnde one or more claims from being 

transfen'ed to the Litigation Trust in which case such claims will be released on the Plan 

Implementation Date. 

106. I am advised by counsel that the Litigation Trust Claims will be transferred to the 

Litigation Trust subject to the equities, limitation defences and other defences that otherwise may 

be asserted against SFC, and none of those equities, litigation defences and other defences are 

purported to be compromised by the Plan. 

107. SFC will also be transferring all respective rights, title and interests in and to any lawyer­

client privilege, work product privilege or other privilege or immunity attaching to any 

documents or communications associated with the Litigation Trust Claims to the Litigation Trust 

for the benefit of the beneficiaries of the Litigation Trust. 

C. Reserves Established Under the Plan 

108. The Plan contemplates the establishment of the Administration Charge Reserve, the 

Unaffected Claims Reserve, the Unresolved Claims Reserve, and the Monitor's Post­

Implementation Reserve. Notwithstanding that the Initial Order created a Directors' Charge of 

$3.2 million, the Named Directors and Officers have agreed to stand back from making any 

claims against the Directors' Charge as part of the comprehensive arrangements inherent in the 

Plan agreed to by the Initial Consenting Noteholders such that the Plan no longer provides for a 

Directors' Charge Reserve. The Monitor's Thirteenth Report also describes the purpose of each 

ofthese Reserves. 
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109. The amount of the Administration Charge Reserve is $500,000 or such other amount as 

may be agreed to by the Monitor and the Initial Consenting Noteholders. The amount of the 

Unaffected Claims Reserve will be established on the Plan Implementation Date and is estimated 

to be $1,800,000. The amount of the Monitor's Post-Implementation Reserve will initially be 

$5,000,000 or such other amount as may be agreed by SFC, the Monitor and the Initial 

Consenting Noteholders. 

110. Any funds remaining in tbe Administration Charge Reserve or the Unaffected Claims 

Reserve will be transferred to the Monitor's Post-Implementation Reserve. The Monitor may, in 

its discretion, release excess cash from the Monitor's Post-Implementation Reserve to Newco. 

Once the Monitor determines that the cash remaining in the Monitor's Post-Implementation 

Reserve is no longer necessary for administering SFC, the Monitor shall transfer the remaining 

funds to Newco. 

Ill. The Unresolved Claims Reserve will contain Newco Shares, Newco Notes, and Litigation 

Trust Interests in respect of any Unresolved Claims. It is expected that the Unresolved Claims as 

at the Plan Implementation Date will consist primarily of the contingent and unresolved 

indemnity claims against SFC by the Third Party Defendants in respect of (a) Class Action 

Indemnity Claims relating to the Indemnified Noteholder Class Action Claims, which have been 

limited to $150 million collectively and in the aggregate by operation of the consensual 

Indemnified N oteholder Class Action Limit; (b) $30 million in respect of unresolved claims for 

reimbursement of Defence Claim Costs; and (c) $500,000 in respect of unresolvcd claims filed 

by certain trade and other creditors, some of which have been accepted for voting purposes but 

not yct for distribution purposes. 
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112. Pursuant to the Plan and the Sanction Order, each of SFC, the Monitor, and the Initial 

Consenting Noteholders have reserved all rights to seek or obtain an Order at any time directing 

that any Unresolved Claims should be disallowed in whole or in part or should receive the same 

treatment as Equity Claims. The Plan and the Sanction Order provide that all parties with 

Unresolved Claims will have standing in respect of any proceeding to detennine whether or not 

an Unresolved Claim constitutes a Proven Claim (in whole or in part) entitled to consideration 

under the Plan. 

113. The Plan Supplement also describes the establishment of SFC Escrow Co., which will act 

as the Unresolved Claims Escrow Agent. Subject to the terms of the Plan, SFC Escrow Co. will 

hold distributions in respect of any Unresolved Claim in existence at the Plan Implementation 

Date in escrow until settlement or final determination of the Unresolved Claim in accordance 

with the Claims Process Order, the Meeting order, the Plan or otherwise, as applicable. 

1. Indemnified NOleholder Class Action Claims 

114. As I discussed above, there is a component of the class action claims that relates to the debt 

issuances and, in some respect, some of the class action plaintiffs are fonner noteholders. 

Section 4.4{a) of the Plan makes clear that those claims, as against SFC, the Subsidiaries or the 

Named Directors and Officers (other than those claims that are Section 5.1 (2) D&O Claims, 

Conspiracy Claims or Non-Released D&O Claims) are fully, finally, irrevocably and forever 

compromised and released. However, these Noteholder Class Action Claims against Third Party 

Defendants are not compromised or released and may continue to proceed against the Third 

Party Defendants, provided that the Class Action Plaintiffs have agreed that the aggregate 

amount of such claims that may be asserted against Third Party Defendants in respect of 
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Indemnified Noteholder Class Action Claims shall not exceed the Indemnified Noteholder Class 

Action Limit, which has been established at a global amount of $150 million in the aggregate for 

all Third Party Defcndants. 

115. The Indemnified Noteholder Class Action Limit was established after extensive and 

difficult negotiations and discussion spanning many months among the Ad Hoc Securities 

Purchasers Committee, the Ad Hoc Noteholders and SFC. As a result of the limit, the maximum 

exposure of the Third Party Defendants with respect to Indemnified Notcholder Class Action 

Claims is, in the aggregate, $150 million. Accordingly, the maximum potential indemnity claims 

of such TIlird party Defendants against SFC are likewise limited to $150 million in the 

aggregate. Such contingent indemnity claims are treated as Unresolved Claims under the Plan, 

and the potential Plan consideration that could be distributed in respect of any such indemnity 

claims that could become Proven Claims will be held in escrow in the Unresolved Claims 

Reserve. 

2. Defence Costs 

116. The Equity Claims Decision, as affirmed by the Court of Appeal, did not determine 

whether Defence Cost Claims of the auditors and Underwriters would be treated in the same 

manner as their indemnity claims against the company. Accordingly, the Plan treats Defence 

Cost Claims as Unresolved Claims, with the potential Plan consideration that could be 

distributed in respect of any such claims that could become Proven Claims to be held in the 

Unresolved Claims Reserve. 
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D. Releases Under the Plan 

117. The Plan includes releases for certain parties (the "Released Parties"), including certain 

current and former directors and officers of SFC (collectively, the "Named Directors and 

Officers"). The identification of the Named Directors and Officers and the scope of the releases 

were heavily negotiated among various constituents as part of the negotiation of the Plan and 

form a fundamental element of the commercial deal embodied in the Plan. 

118. There are four main categories of claims against the Named Directors and Officers that 

will not be released pursuant to the Plan: 

(a) Non-Released D&O Claims, being claims for fraud or criminal conduct; 

(b) Conspiracy Claims; 

(c) Section 5.1(2) D&O Claims; and 

(d) Non-monetary remedies of the OSC. 

119. The Plan contemplates that recovery in respect of claims against the Named Directors 

and Officers of SFC in respect of any Section 5.1(2) D&O Claims and any Conspiracy Claims 

shall be directed to insurance proceeds available from the insurance policies maintained by SFC. 

120. SFC maintained director and officer insurance coverage in 2011 providing for a total of 

$60 million of coverage, which applies to both defence costs and any damages or settlements. 

The primary policy is provided by ACE INA Insurance with a policy limit of $15 million, with 

excess layers provided by Chubb, ERIS (Lloyds) and Travelers (collectively, the "2011 

Insurance Policies"). Slightly in excess of$IO million of the $60 million limit has been paid out 
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on account of insured costs incurred by SFC and by other insured persons under the 2012 

policies. 

121. When the 2011 policies were not renewed after their expiry on December 31, 2011, SFC 

obtained coverage from other providers totalliug $55 million for 2012 (the "2012 Insurance 

Policies"). The 2012 Insurance Policies contain a "prior acts" exclusion, and therefore are not 

available to respond to claims arising from the Muddy Waters allegations. 

122. Both the 2011 Insurance Policies and 2012 Insurance Policies provide for three types of 

coverage: (a) director and officer liability; (b) corporate liability for indemnifiable loss; and (c) 

corporate liability arising from securities claims. The insurance policies are subject to a number 

of exclusions, and contain coverage and claims limits. 

123. In addition to the releasc of the Named Directors and Officers, and advisors involved in 

these proceedings, the Plan provides for releases of all claims relating to claims against SFC that 

may be made against the Subsidiaries. As I explained in my Initial Order Affidavit, while SFC is 

a holding company, the "business" of SFC is conducted through the Subsidiaries (which are not 

CCAA applicants). 

124. There can be no effective restructuring of SFC's business and scparation 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 out of or connected to 

claims against SFC remain outstanding. Just as the claims of the Noteholders against the 

Subsidiaries are to be released under the Plan upon implementation, so are the other claims 

against the Subsidiaries which relate to claims asserted against SFC (as well as any claims that 

the Subsidiaries have against SFC). 
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VI. THE MEETING 

125. The Plan Filing and Meeting Order sets out the procedure for the calling and conduct of the 

meeting of creditors to vote in respect of the Plan. 

A. Meeting Materials, Notice, and Mailing 

126. The Plan Filing and Meeting Order approved the fonns of Infonnation Circular, Notice to 

Affected Creditors, Ordinary Affected Creditors' Proxy, Notcholdcrs' Proxy, Instructions to 

Ordinary Affected Creditors, Instructions to Registered Notcholders, Instructions to Unregistered 

Noteholders and Instructions to Pmticipant Holders (collectively, the "Meeting Materials"). A 

copy of the Meeting Materials is attached as Exhibit "U". 

127. The Mailing Date set out in the Plan Filing and Meeting Order was to be no later than 

September 20, 2012, provided that such date could be extended by the Monitor with the consent 

of SFC and the Initial Consenting Noteholders. The Mailing Date was ultimately set as October 

24,2012. 

128. A separate order was obtained by the Monitor on October 24, 2012 (the "Revised 

Noteholder Mailing Process Order") to effect a more efficient process for the mailing of the 

Meeting Materials to the Noteholdcrs. A copy of the Revised Noteholder Mailing Process Order 

is attached as Exhibit "V". 

129. The Monitor has set out "in its Thirteenth Report how the Plan Filing and Meeting Order 

was complied with and how notice was effected as required. 
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130. The Plan Filing and Meeting Order permits SFC, with the consent of the Monitor to 

amend, restate, modify andlor snpplement any of such materials, subject to the terms of the Plan, 

provided that the Monitor, SFC 01' the Chair shall communicate the details of any snch 

amendments, restatements, modifications andlor supplements to Affected Creditors present at the 

Meeting prior to any vote being taken at the meeting, among other things. 

131. The Plan Supplement was distributed in accordance with the terms of the Plan Filing and 

Meeting Order to Affected Creditors. The Plan (as amended on November 28, 2012) was 

provided to the CCAA service list as well as posted on the Monitor's website on November 28, 

2012. 

132. Based on information provided to me by counsel and by the Monitor in its TWrteenth 

Report, I believe that SFC has complied with all requirements in the Plan Filing and Meeting 

Order with respect to the mailing of the Meeting Materials. 

B. The Meeting 

133. The Plan Filing and Meeting Order authorized SFC to call the Meeting and to hold and 

conduct the Meeting on the Meeting Date at the offices of Bermett Jones LLP, 3400 One First 

Canadian Place, Toronto, Ontario, for the purpose of seeking approval of the Plan by the 

Affected Creditors with Voting Claims at the Meeting in the manner set fortb in tbe Plan Filing 

and Meeting Order. 

134. The Meeting Date was set to be November 29, 2012, and this was communicated to 

Affected Creditors in the Meeting Materials. Further changes to the Plan resulted in the Meeting 

Date being extended to November 30, 2012. SFC issued a press release announcing tbis 
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extension, and the Monitor's counsel also communicated the fact of the extension by way of 

email to the Service List. The location of the Meeting was moved to the offices of Gowling 

Lafleur Henderson LLP, counsel to the Monitor, at I First Canadian Place, 100 King Street 

West, 16th Floor, Toronto, Ontario. 

135. The outcome of the Meeting will be reported in a further report by the Monitor prior to the 

Sanction Order hearing. 

C. Entitlement to Vote and Classification of Creditors 

136. The voting process is described in some detail in the Monitor's Thirteenth Report. By way 

of general overview only, the Plan Filing and Meeting Order provides that the only Persons 

entitled to vote at the Meeting are the Beneficial Noteholders with Voting Claims that have 

beneficial ownership of one or more Notes as at the Voting Record Date (August 31, 2012), and 

Ordinary Affected Creditors with Voting Claims as at the Voting Record Date. 

137. The Plan Filing and Meeting Order provides that each Affected Creditor with an 

Unresolved Claim could also attend the Meeting and is entitled to Olle vote at the Meeting in 

respect of such Unresolved Claim. The Monitor is required to keep a separate record of votes 

cast by Affected Creditors with Unresolved Claims and to report on sllch vote at the Sanction 

Hearing. 

138. The Plan Filing and Meeting Order provides that each of the Third Party Defendants is 

entitled to vote as a member of the Affected Creditors Class in respect of any Class Action 

Indemnity Claim that it has properly filed in respect of the Indemnified Noteholder Class Action 

Claims, provided that the aggregate value of all such claims shall, for voting purposes, be 
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deemed to be limited to the amount of the Indemnified Noteholder Class Action Limit. The 

Monitor is required to keep a separate record of votes cast by the Third Party Defendants in 

respect of such Class Action Indemnity Claims and to report to the Court with respect thereto at 

the Sanction Hcaring. 

139. The Plan Filing and Meeting Order provides that the following Persons do not have the 

right to vote at the Meeting: Unaffected Creditors; Noteholder Class Action Claimants; Equity 

Claimants; any Person with a D&O Claim; any Person with a D&O Indemnity Claim (other than 

a D&O Indemnity Claim in respect of Defence Costs Claims or in respect of the Indemnified 

Noteboldcr Class Action Claims); any Person with a Subsidiary Intercompany Claim; and any 

other Person asserting Claims against SFC whose Claims do not constitute Affected Creditor 

Claims on the Voting Record Date. 

VII. STEPS TAKEN AT THE OSC WITH RESPECT TO PLAN STEPS 

140. The mailing of the Meeting Materials, the holding of the Meeting, and the steps 

contemplated to implement the Plan could have individually or collectively constituted an act in 

furtherance of a trade, which would have been contrary to the TCTO first made by the OSC on 

August 26, 2011. 

141. To avoid that result, SFC sought and obtained two orders of the OSC to vary the TCTO. 

First, on September 18, 2012, the OSC issued an order varying the TCTO to permit the 

distribution of the Meeting Materials as contemplated by the Plan Filing and Meeting Order. A 

copy of the September 18,2012 order is attached as Exhibit "W". 
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142. Second, on October 26, 2012, the OSC issued an order varying the TCTO to pennit: (a) the 

holding of the Meeting; and (b) the CCAA Plan Trades and aU acts in furtherance thereof, other 

than CCAA Plan Trades required to give effect to an Alternative Sale Transaction, provided that 

the requisite creditor approval is obtained, this Honourable Court issues a sanction order, and 

SFC has complied and is in compliance with the tenns of all CCAA court orders. A copy of the 

October 26,2012 order is attached as Exhibit "X". 

143. As a result, except in the circumstances where an Alternative Sale Transaction was being 

pursued, there are no further regulatory requirements that relate to the OSC that are needed to 

effectuate the transactions contemplated in the Plan, other than an order from the OSC and other 

provincial securities regulators for a decision that SFC is not a reporting issuer effective as of the 

implementation date of the Plan. If granted, that order would result in SFC and Newco not being 

reporting issuers in Ontario or any other province in Canada following the implementation date 

of the Plan. 

VIII. PLAN SANCTION 

A. SFC Has Complied with the CCAA and the Orders Granted in these Proceedings 

144. As I explained in my Initial Order Affidavit and as was found by this Honourable Court 

in its endorsement on the Initial Order, a copy of which is attached as Exhibit "Y", SFC is a 

"debtor company" under section 2 ofthe CCAA. It is a "company" continued under the CBCA 

that has debts far in excess of the CDN $5 million statutory reqnirement, and is insolvent with 

liabilities to creditors far exceeding CDN $1,000. 
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145. Since the commencement of these proceedings, SFC has complied with the provisions of 

the CCAA, the Initial Order and all subsequent Orders of the Court granted in these proceedings. 

I am not aware, and I am advised by counsel that they are unaware, of any steps taken by SFC 

that are not authorized by the CCAA. 

146. This Honourable Court has been kept up to date with regular updates provided in 

affidavits that I have sworn and in reports of the Monitor that have been filed with the Court. In 

particular, SFC made full and timely disclosure of, among other things: (a) developments 

occurring at the OSC and with OSC Staff; (b) steps taken by SFC in response to various 

developments in SFC's business, including a number of departures of senior management 

personnel at SFC; (c) the efforts to negotiate a global resolution of issues among all stakeholders; 

(d) the efforts to market the assets of SFC pursuant to the Sale Process Order; and (e) 

developments in SFC's business, including the difficulties SFC has experienced in realizing upon 

and recovering receivables from third parties. 

147. Accordingly, after consulting with counsel and reviewing the documents described 

above, I believe that all steps taken by SFC since the inception of this proceeding have been 

authorized by the CCAA. 

B. The Plan is Fair and Reasonable 

148. Since the Muddy Waters report was issued on June 2, 2011, SFC has expended 

considerable efforts and resources examining alternatives to find the best possible resolution to 

the issues facing the company described above. 
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149. Prior to filing for the protection under the CCAA, SFC did everything within its power to 

avoid the defaults that ultimately forced it to commence insolvency proceedings. However, as 

dcscribed above and in my Initial Order Affidavit, SFC was in default under certain of the Notes 

as a result of being unable to issue 2011 third quarter financial statements. While waivers of 

such defaults were obtained for a period of time, those waivers were set to expire at the end of 

April, 2012 and the Noteholders, with the guarantees and share pledges described above, would 

have been in a position to enforce their rights under the Note Indentures. Any alternative to the 

commencement of CCAA proceedings would have risked the immediate cessation of the Sino­

Forest business resulting in significant detriment to SFC's stakeholders. 

150. As previously discussed, following the commencement of these CCAA proceedings, SFC 

conducted a court supervised Sale Process to detennine whether there was a potential purchaser 

willing to purchase the assets of SFC for the Qualified Consideration. With the assistance of 

Houlihan, the market was thoroughly canvassed and no such bidder could be found. In 

accordance with the Sale Process Procedures, SFC tenninated the Sale Process and proceeded 

towards developing the Plan to implement the Restructuring Transaction. 

151. The Plan that will ultimately be put to Affected Creditors at the Meeting was the subject 

of significant and extensive negotiations. In negotiating the Plan, the Board of SFC considered 

the interests of all stakeholders of SFC. Alternatives were explored throughout the negotiations, 

and the Plan was the product of such negotiations. I do not believe that therc are other viable 

alternatives that would have been acceptable to SFC and its creditors. The Plan represents the 

best available alternative remaining in these proceedings, and provides a better result for SFC's 

creditors than could be achieve through a bankruptcy or liquidation. 
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152. As discussed above, SFC is a holding company and the Sino-Forest business is held 

through the Subsidiaries. To recover any value in a bankl1lptcy or liquidation scenario, creditors 

would need to realize upon the assets where they are resident. The majority of SFC's business 

operations are located in the PRC, and the majority of SFC's forest plantations are located in the 

southern and eastern regions of the PRC, primarily in inland regions suitable for large-scale 

replanting. Other jurisdictions where bankruptcy or liquidations would need to take place would 

be in Hong Kong or the British Virgin Islands (the "BVI"). 

153. Beyond the legal hurdles of effecting any bankruptcy or liquidation in these various 

jurisdictions, any of SFC's creditors seeking a liquidation in the PRC, Hong Kong or BVI, will 

be confTOnted with significant difficulties in collecting receivables as has been detailed by the 

Monitor in its earlier reports and which I described during my cross-examination on an earlier 

report and in dealing with the substantial claims that have been asserted against the Subsidiaries 

as identified in the claims process. Significant efforts have been expended by Sino-Forest over 

the past several months to recover its receivables, and notwithstanding long-standing 

relationships with many of the parties owing such amounts, SFC has largely been unsuccessful. 

The ability of third party creditors of a Canadian pareut company (or a liquidator appointed 

outside of the PRC in respect of the Subsidiaries) to collect such receivables in these various 

regions is speculative, at best. 

154. Any creditors in a bankruptcy 01' liquidation scenario in these various jurisdictions would 

also have significant challenges in monetizing any of the assets of the Subsidiaries, given the 

challenges in establishing title capable of being transferred to a buyer that have been described in 

the reports of the Independent Committee, my earlier affidavits and eCliain reports of the 

Monitor. Even if sueh assets were successfully monetized, insofar as sueh assets are located in 
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the PRC, creditors would be faced with the numerous legal and regulatory issues associated with 

removing funds from the PRC. 

155. Any liquidation or bankruptcy of SFC, through its Subsidiaries, would result in loss of 

value to the creditors of SFC and its Subsidiaries as a going concern. As I have testified on a 

number of occasions, significantly greater value can be obtained through the Sino-Forest 

business continuing as a going concern than could be obtained through piecemeal dismantling of 

the enterprise through a bankruptcy or liquidation. 

156. In developing the Plan, I do not believe that SFC or the Board has acted in a manner that 

unfairly disregards, or is unfairly prejudicial to, or oppresses the interests of any stakeholders. It 

is not unfair for shareholders to not receive any distribution under the Plan given that there are 

insufficient funds to satisfy the claims of SFC's creditors. The treatment of shareholder claims 

and related indemnity claims is fair and consistent with the Equity Claims Decisiun, as affirmed 

by the Court of Appeal. As I have described above, a sizeable majority of the Noteholders have 

agreed to support the Plan, and the Ad Hoc Securities Purchasers Committee and the Quebec 

Class Action Plaintiffs have stated that they will not oppose it. To the extent that certain claims 

are Unresolved Claims at the time of the Plan's implementation, such claims are provided for 

through the creation of the Unresolved Claims Reserve, which will preserve the potential Plan 

Consideration in respect of such claims, to the extent tbat any of them (or any part of any of 

them) becomes a Proven Claim. 

157. SFC has stated from the outset of these proceedings tlmt it is necessary to have a clean 

break for the Subsidiaries from SFC in order for these proceedings to be successful. The primary 

purpose of the CCAA proceeding was to extricate the business of Sino-Forest, through the 
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operation of SFC's Subsidiaries, from the cloud of uncertainty surrounding SFC. Accordingly, 

there is a clear and rational connection between the release ofthe Subsidiaries and the Plan and it 

is difficult to see how any viable plan could be made that does not cieanse the Subsidiaries of the 

claims made against SFC. The Subsidiaries are effectively contributing their assets to SFC to 

satisfy SFC's obligations under their guarantees of SFC's Note indebtedness, for the benefit of 

the Affected Creditors (the Subsidiaries are not asserting against SFC for doing so, and in fact 

are releasing SFC from any such claims and guaranteeing the Newco Notes). 

158. The Plan will enable SFC to achieve a going concern outcome for the business of Sino­

Forest that fully and finally deals with debt issues and will extract the business of Sino-Forest 

from the uncertainties surrounding SFC. The Plan will provide stability for Sino-Forest's 

employees, suppliers, customers and otber stakeholders, and provide a path for recovery of the 

debt owed to SFC's non-subordinated creditors. 

159. The Plan preserves the rights ofaggricvcd parties, including SFC, to pursue those parties 

tbat are alleged to share some or all of the responsibility for the problems that caused SFC to file 

for CCAA protection in the first place. Releases are not being granted to individuals who have 

been charged by OSC staff, or to other individuals against whom the Ad Hoc Seculities 

Purchascrs Committec wishes to preserve litigation claims. 

160. The Named Directors and Officers group consists principally of Board members and 

members of management who have been important to efforts to avoid note defaults and later to 

facilitate SFC's restructuring efforts. It also included some individuals formcrly associated with 

SFC who, to SFC's koowlcdge, are not implicated in any conduct issues. The Named Directors 

and Officers are Andrew Agnew, William E. Ardell, James Bowland, Leslie Chan, Michael 
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Cheng, Lawrence Hon, James M,E. Hyde, Richard M, Kimel, R, John (Jack) Lawrence, Jay A, 

Lefton, Edmund Mak, Tom Maradin, Simon Murray, James F, O'Donnell, William p, Rosenfeld, 

Peter Donghong Wang, Garry West, Kee y, Wong, and me. 

161. I have described above the steps taken to investigate conduct issues, avoid note defaults 

and ultimately to facilitate the restructuring efforts. These efforts would not have been possible 

without the active participation of the Board and members of remaining management. 

162, In addition to these positive efforts, the Board also dealt with conduct issues as facts 

came to light. As described above, certain individuals were placed on administrative leave 

following late August 20 II. As described in prior affidavits, since the commencement of these 

CCAA proceedings, Allen Chan, Alfred Hung, George Ho, Simon Yeung, Albert Ip, and David 

Horsley have ceased to be employed by Sino-Forest. Other less senior employees also have 

ceased to be employed by Sino-Forest. 

163, Finally, a release of the Named Directors and Officers is necessary to effect a greater 

recovery for SFC's creditors, rather than preserve indemnification rights and dilutive 

participation entitlements for the Named Directors and Officers, 

164. For the reasons discussed above, SFC believes that the Plan provides a fair and 

reasonable balance among its stakeholders while providing the ability for the Sino-Forest to 

continue as a going concern for the benefit of stakeholders, 

165, As I have explained in several prior affidavits, to achieve a going concern outcome for 

the business of Sino-Forest, SFC cannot remain in CCAA for much longer. There have already 

been considerable strains on Sino-Forest's business relationships and the company's ability to 
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collect very sizable accounts receivable have been significantly constrained by the fact of these 

insolvency proceedings, Moreover, as indicated by the Monitor's Thirteenth Report and the 

proposed cash flow forecast in the Monitor's Twelfth Report, while SFC has sufficient cash to 

exist to February 1, 2013, SFC's cash position is being rapidly depleted and SFC will likely have 

insufficient funds to continue operating in these CCAA proceedings for any extended period of 

time beyond February 1, 2013, 

166, Subject to obtaining approval of the Plan by the requisite majority of Affected Creditors 

with Proven Claims at the Meeting, for the reasons stated above, I believe that the Plan is 

appropriate and should be sanctioned by this Honourable Court, 

SWORN BEFORE ME at the City of Hong 
Kong, Special Administrative Region, 
People's Republic of China, this 29th day of 
November, 2012 /VfJM'--

Chan Ching Yee 
, SoItl>lt\lr 

A CommIssioner of Oaths lIcocISmith 
lUchanII Buder 
~ Akxandm House 

Holts KDDg SAR 

) 
) 
) 
) 
) 

o = 
W. Judson Martin 
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Court File No. CV-11-9667-00-CL 

ONTA1UO 
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 MATTER OF PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

APPLICATION UNDER THE COMPANIES CREDITORS' 
ARRANGEMb"NTACT; R.S.C. 1985, c.C-36, AS AMENDED 

AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn January 11, 2013) 

Applicant 

I, W. JUDSON MARTIN, of the City of Hong Kong, Special Administrative Region, 

People's Republic of China, MAKE OATH AND SAY; 

1. I am the Vice-Chairman and Chief Executive Officer of Sino-Forest Corporation ("Sino-

Forest" or the "Applicant"). I therefore have personallmowledge oftha 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 snch information to be true. 

2. This affidavit is made in support of a motion brought by the Ad Hoc Committee of 

Purchasers of the Applicant's Securities, including the representative plaintiffs in the Ontalio 

Class Action (collectively, the "Ontolio Plaintiffs"), for approval of a settlement (the "Ernst & 

Young Settlement"), as further defil1ed itl the Plan of Compromise and Reorganization of Sino-

Forest dated December 3,2012 (the "Plan"), with Emst & Young LLP and the release of claims 
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against Ernst & Young LLP (the "Ernst & Young Release", the "Ernst & Young Claims" and 

"Ernst & Young", all as those terms are detined in the Plan). 

3. Terms not defined in this affidavit are as defined in my affidavit sworn March 30, 2012 

in support of the application for the initial order made in this proceeding, my affidavit sworn 

August 14,2012 in SUppott oftlle filing of a draft plan of compromise and alTangement, and/or 

my affidavit sworn November 29,2012 in support ofa motion for sanction of the Plan. I adopt 

and repeat for the purposes of this motion the statements I made in my earlier aftidavits. Copies 

of these three affidavits are attached hereto (without exhibits) as Exhibits "A," "E," and "C" 

respectively. 

4. I have swam numerous affidavits in this CCAA Proceeding, in my capacity as Vice 

Chairman and Chief Executive Officer of the Applicant including those referred to above. In 

addition to my responsibility tor the operational and financial affairs of the Applicant, I have 

been intimately involved in this restl1lctming, instructing Applicant's counsel (Bmmett Jonos 

LLP) and have worked with PTI Consulting Inc. in its capacity as court-appointed Monitor as 

well as with the Ad Hoc Committee of Sino-Forest Noteholders (the "Noteholdcrs"), and their 

respective counsel. 

5. In addition, I was involved in the fonnulation and finalization of the Plan ultimately 

sanctioned by this Court on December 10, 2012 (the "Sanction Order"). 

6. As I have explained previously, Sino-Forest itself has no operating assets, and its 

business in standing timber is conducted through its direct and indirect subsidiaries (collectively 

the "Sino-Forest Subsidiaries"). All of the standing timber assets of the Sino-Forest companies 

(of which there are many) are held through the Sino-Forest SubsidiaTies, as a rcsult of which 
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(and notwithstanding that Sino-Forest is the sale CCAA Applicant), the Sino-Forest Subsidiaries 

and the business they conduel have been central to this restructuring. 

7. As I described in my affidavit sworn November 29, 2012, the Plan provides (for the 

reasons expressed) that substantially all of Sino-Forest's assets, including the shares in the Siuo­

Forest Subsidiaries, will be transferred (according to the terms of the Plan) to Newco for the 

benefit of Affected Creditors. 

8. This necessarily required that the claims filed pursuant to the Claims Procedure Order 

made in this CCAA Proceeding be identified and addressed. That is one reason why Sino-Forest 

requested, and this Court grant.ed, the term of the Claims Procedure Order requiring claimants to 

identify potential claims against the Sino-Forest Subsidiaries, notwithstanding that Sino-Forest 

itself was the sole Applicant. 

9. I am generally familial' with the 1110st significant claims filed against the Applicant and 

the directors and officers of Sino-Forest, and in particular the claims of Ernst & Young, the 

syndicate of underwriters involved in the various debt. and equity offerings of Sino-Forest (the 

"Underwriters") and BOO Limited ("BOO"). Those claims, advanced against Sino-Forest and 

tile Sino-Forest Subsidiaries, individually and in the aggregate, total in the billions of dollars. 

Those claims had to be addressed as part of this restmcturing. 

lO. As I stated at paragraph 124 of my affidavit swom November 29,2012, there could be nO 

effective rcstructuring of Sil1o-Porest' s business and separation from the Canadian parent (which 

Sino-Forest has said from the outset was the objective at the commencement of these 

proceedings) if the claims asserted against the Sino-Forest Subsidiaries arising out of, 01' 
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cOllnected to, claims against Sino-Forest remained otltstanding. The Plan provides for the 

release of claims against the Sino-Forest Subsidiaries. 

If. hI addition, and as counsel for Sino-Forest has previously submitted to this Court and as 

has been observed by the court-appointed Monitor, timing and delay were critical factors in this 

restructuring. I believe that delays and the passage of time negatively impact on the value of 

Sino-Forest assets and the recovery by stakeholders, and I eeltainly understand this to be the 

view of the Noteholders, as has been expressed to me and to Sino-Forest by the Noteholders and 

their counsel on numerous occasions. 

12. Accordingly, it was and remains critical to the success of this restrucluring, to the 

maximization of value and to the preservation of assets that: 

(a) the claims against Sino-Forest and the Sino-Forest Subsidimies be determinecl or 

resolved such that the assets held by the Sino-Forest Subsidiaries were not subject 

to these contingent claims; and 

(b) that this be achieved as quickly as possible. 

13. It was for these reasons, among others, that Sino-Forest, suppOlted by the Noteholders, 

has continued its effOlts to advance this restlUcturing as soon as possible. Sino-Forest welcomed 

the initiative by the supervising CCAA Judge, Justice Morawetz, to urge and encourage the 

principal stakeholders to engage in a constructive dialogne with a view to attempting to resolve 

disputes on a consensual basis, including the claims against Sino-Forest and the Sino-Forest 

Subsidifllies. 
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14. Fortbese reasons, Sino-Forest welcomed the Mediation Order made in these proceedings 

and the ensuing mediation, described in my earlier affidavits. As statcd above, the Court-ordered 

mediation involving the patties to the Ontario Class Action, the Noteholders and the Monitor 

was GOnsistent with the direction and encouragement from the supervising CCAA Judge that the 

principal stakeholders should focus their cfforts on the resolution of claims. As I understand it, 

this was a oontinuing theme ill these proceedings. 

15. Wllile the global mediation conducted by Justice Newbould did not resolve all litigation 

claims at that time, it did represent the genesis of a substantive dialogue among thc key 

stakeholdel~ and was, [ belicve, the catalyst for discussions that continued afier the conclusion of 

the forlllalmediation. Both the global mediation and the subsequent settlement discussions were 

consistent with the objectives of the Applicant in this restructuring. 

16. I understand that Emst & Young continued discussions with the OntaIio PlainlHfs, 

ultimately resulting in the Minutes of Settlement which define the terms of the Emst & Young 

Settlement. 

17. Sino-Forest was and remains of the view that the Ernst & Young Settlement is a positive 

development in this restl1lCturing for the reasons expressed below. As a result, the Applicant 

was amenable to amending the draft Plan to provide for the mechanics and framework for the 

Ernst & Young Settlement and the Ernst & Young Release in order that it could be voted on at 

the meeting of creditors and sanctioned by this Court. 

18. In my affidavit sworn November 29,2012, I discussed the Equity Claims Decision (as 

defined in that affidavit). Notwithstanding the Equity Claims Decision, I am advised by my 

counsel, Bellllett Jones LLP, and believe that, absent a resolution on tel1ns acceptable to Ernst & 

89 



-6-

Young, it could and likely would have continued to assel1 aU appeal and other lights in respect of 

the Equity Claims Decision and in respect of the Sanction Order. 

19. The Ernst & Young Settlement provides significant benefit to these CCAA Proceedings: 

(a) Ernst & Young agreed to support the Plan, including the Plan provisions that deal 

with the Ernst & Young Settlement; 

(b) Ernst & Y Dung's support simplified and accelerated the Plan proe·ess: 

(i) Ernst & Young agreed that its claims against Sino-Forest and the Sino­

Forest Subsidialies arc released, which claims were significant as stated 

above; 

(li) The proof', of claim filed by Emst & Young in these proceedings set out 

extensive claims that could be assertcd directly against the Sino-Forest 

Subsidiaries. Components of tllose claims were not expressly addressed.in 

the Equity Claims Decision made by this Court; 

(iii) Ernst & Young agreed not to seek leave to appeal to the Supreme Comt of 

Canada in respect of the dismissal by tbe Court of Appeal for Ontario of 

Ernst & Young's appeal of the Equity Claims Decision; 

(iv) By agreeing to release all of its claims, Emst & Young has eliminated: 

a. The expense and management time otherwise to be incurred in 

litigating its claims; 

b. Dilution of the recovery by other creditors ifEmst & Young's 
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claims were ultimately resolved in its i1lVour and not subordinated; 

and 

c. Potentially extending the timelines to complete the restrtlctuting of 

Sino-Forest; 

(c) Emst & Young has agreed not to receive any distributions of any l<indllnder the 

Plan in respect of Noteholder Class Action Claims, as have the other Third Party 

Defendants. Without that agreement, the Unresolved Claims Reserve would have 

materially increased, with the potential for a corresponding dilution of 

consideration paid to the Atfected Creditors; and 

(d) Although the allocation of the settlement funds bas yct to be dctcrmined, any 

pmtion allocated to the equity holders of Sino-Forest will significantly increase 

the recovery to a class of stakeholders that would no( otherwise receive any 

amount lmder the Plall. 

20. Sino-Forest, the only Applicant in the CCAA Proceeding, is a holding company and its 

only material assets are the shares of the Sino-Forest Subsidiaries. The release of claims by 

Ernst & Young assisted in allowing the Sino-Porest Subsidiaries to contribute, unencumbered by 

claims totalling billions of dollars, their assets to the overall restructuring. 

21. For these reasons among others, I believe that the Ems\ & Young Settlement contributed 

in a significant and positive way to the timeliness of the Sanction Order, and ultimately to the 

implementation of the Plan. 

22. I understand that the terms of the Ernst & Young Settlement include the provision of a 

release in favour of Emst & Young in respect of aIJ claims related to Sino-Forest. The Plan (as 

91 



-8-

sanctioned) already includes third pat1y releases in respect. of other Ilon-Applica:lt entities and 

individuals who have made material contributions to the success of the restructuring, including 

present and [mmer directors and officers, and the Sino-Forest Subsidiaries. 

23. The Plan provides for the mechanics and framework for other third party settlcments, 

should those occur in the future. The inclusion of these provisions in the Pl<m facilitated the 

SUppOlt of the Plan by the Underwriters and withdrawal of objections to the Plan by BOO. From 

the course of the negotiations over the relevant period I believe that the Emst & Young 

Settlement was a catalyst to those other patties withdrawing their objections to the Plan. 

Ultimately, except for the. !STOUp of securities holders now opposing the Ernst & Young 

Settlement, the Plan was approved without opposition, 

24, In conclusion, for the reasons described above, the Applicant believes that the Ernst & 

Young Settlement represented a significant contribution to ilie Plan and to a successfll1 

restructuring, and the Applicant supports the motion for approval of the Ernst & Young 

Settlement. 

SWORN BEFORE ME at the City of Hong 
Kong, Special Administrative Region, 
People's Republic orCllina this day of 
January, 2013 

Chan Ching Vee 
Solicitor 

Reed Smith 
RiQhards Butler 

201F Alexandra Hons!} 
Hong Kong SAlt 

~,-',----$'-==~>-------
W. JUDSON MARTIN 
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Court of Appeal File No.: 
S.C.J. Court File No.: CV-12-9667-00CL 

COURT OF APPEAL FOR ONTARIO 

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 

Court of Appeal File No.: 
S.C.J. Court File No.: CV-11-431153-00CP 

COURT OF APPEAL FOR ONTARIO 
BETWEEN: 

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND 
EASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF 

OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING 
ENGINEERS IN ONTARIO, SJUNDE AP-FONDEN, DAVID GRANT and 

ROBERT WONG 
Plaintiffs 

- and-

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED 
(formerly known as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W. 
JUDSON MARTIN, KAI KIT POON, DAVID J. HORSLEY, WILLIAM E. 

ARDELL, JAMES P. BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON 
MURRAY,PETER WANG, GARRY J. WEST, POYRY (BEIJING) CONSULTING 

COMPANY LIMITED, CREDIT SUISSE SECURITIES (CANADA), INC., TD 
SECURITIES INC., DUNDEE SECURITIES 

CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC., 
CIBC WORLD MARKETS INC., MERRILL LYNCH CANADA INC., 

CANACCORD FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., 
CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE, 

FENNER & SMITH INCORPORATED (successor by merger to Banc of America 
Securities LLC) 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

NOTICE OF MOTION FOR LEAVE TO APPEAL 

THE APPELLANTS, Invesco Canada Ltd., Northwest & Ethical Investments 

L.P., Comite Syndical National de Retraite Bittirente Inc., Matrix Asset Management Inc., 
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Gestion Ferique and Montrusco Bolton Investments Inc. ("Appellants"), seek leave to 

appeal to a Panel of three judges of the Court of Appeal from the order dated March 20, 

2013 ("Settlement Approval Order") of the Honourable Mr. Justice Morawetz approving 

the Ernst & Young LLP Settlement ("E& Y Settlement") and third party release of Ernst & 

Young LLP ("E&Y Release"), 

The Appellants also seek leave to appeal to a Panel of three judges of the Court of 

Appeal from the order dated March 20, 2013 ("Representation Dismissal Order") of Justice 

Morawetz dismissing the Appellants' motion for a representation order and dismissing 

their request for relief from the binding effect of the representation order appointing certain 

other persons (the Ontario Plaintiffs) as representatives, as part of the restructuring 

proceedings of Sino-Forest Corporation ("Sino-Forest" or the "applicant"). 

THE APPELLANTS ASK: 

a) that leave be granted to appeal from the Settlement Approval Order; 

b) that leave be granted to appeal from the Representation Dismissal Order; 

c) if this Court permits proposed non-debtor third-party settlements and rekases to be 

heard in the Sino-Forest CCAA proceedings, that the Appellants be appointed as 

representatives of all equity claimants and/or all objectors; 

d) for an order consolidating the present motions for leave to appeal, should leave be 

granted, with the pending motion for leave to appeal fi'om the order dated 

December 10, 2012 of the Honourable Mr. Justice Morawetz, Court of Appeal File 

No.: M42068 ("Sanction Order"), and all related appeals; 

e) for an order directing that the hearings of the motions for leave to appeal and the 

appeals of the Sanction Order, Settlement Approval Order, and Representation 
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Dismissal Order be consolidated and heard together before a panel of three judges, 

orally; and 

f) for an order expediting the hearing of all such motions for leave to appeal and all 

such appeals of the Sanction Order, Settlement Approval Order, and Representation 

Dismissal Order, 

PROPOSED METHOD OF HEARING: 

The motion will be heard in writing, 36 days after service of the moving parties' 

motion record, factum and transcripts, if any, or on the filing of the moving parties' reply 

factum, if any, whichever is earlier, pursuant to Rule 61.03.1(1) of the Rules of Civil 

Procedure, or if the Court so directs, orally together with the appeal. 

THE GROUNDS FOR THE MOTION ARE: 

I. Justice Morawetz erred in entering the Settlement Approval Order 

approving the E&Y Settlement and E&Y Release under the Companies' Creditors 

Arrangement Act, R,S,C. 1985, c, C-36 ("CCAA") in connection with the Plan of 

Compromise and Reorganization of Sino-Forest Corporation (the "Plan"), and the appeal is 

therefore meritorious, particularly in that: 

(a) as a matter of law and fact, the E&Y Settlement and the E&Y Release were 

not and are not reasonably connected and necessary to the restmcturing of the 

applicant, and do not meet the requirements for third-party non-debtor releases set forth 

in ATB Financial v, Metcalfe and Mansfield Alternative Investments II Corp" 2008 

ONCA587; 

(b) the CCAA does not provide jurisdiction for the court supervising a CCAA 

restmcturing plan to release claims asserted against a person other than the applicant, 
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its subsidiaries, or its directors or officers, when the persons whose claims are being 

released are not creditors of the applicant who voted on the plan; 

(c) the Ontario Plaintiffs did not appropriately and adequately represent the 

members of the class whose claims against E& Yare proposed to be settled and 

released; 

(d) the Class Proceedings Act, 1992, S.O. 1992, c. 6, provides an adequate and 

appropriate alternative framework for the proposed settlement of the class action 

claims asserted against E& Y; 

( e) the terms of the E& Y Settlement do not provide any assurance that 

settlement consideration would flow to the parties whose claims are proposed to be 

settled and released; 

(f) the terms of the E&Y Settlement were construed by the Court not to provide 

opt out rights to the members of the class whose claims against E&Y are proposed to 

be settled and released; and 

(g) the Court did not address or decide whether the amount of consideration in 

the proposed E&Y Settlement was fair, reasonable, and adequate; 

2. Justice Morawetz erred in entering the Representation Dismissal Order, 

particularly in that the Appellants would have appropriately and adequately represented the 

interests of the members of the class who arc equity claimants and/or the members who 

objected to the proposed E& Y Settlement, without any conflict of interest, and the interests 

of justice would have been served thereby; 

3. The point on the proposed appeal is of significance to the practice, in that 

the circumstances in which non-debtor third-party releases are properly available in 
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connection with CCAA restructuring plans, particularly concerning class action claims 

asserted against auditor and underwriter defendants in securities litigations, has the 

potential to affect many future cases if the releases are made available as a matter of 

routine practice, as was the case here; 

4. The appropriateness of the E& Y Settlement and E& Y Release is of 

significance to the action, both as they affect the Appellants' ability to pursue separate 

claims after opting out, and as they affect claims against the 15 other defendants in the 

Ontario Class Action who are positioning themselves in the CCAA proceeding to enter into 

settlements and receive releases similar to the E& Y Release; 

5. The Plan has been implemented and the CCAA litigation stay has expired. 

The proposed appeal will not unduly hinder the progress of the CCAA proceeding; 

6. This motion and the motion for leave to appeal the Sanction Order, pending 

in Court of Appeal File No.: M42068, concern a common principal issue: under what 

circumstances are non-debtor third-party releases available in CCAA restructuring plans; 

7. The present motions for leave, the motion for leave to appeal the Sanction 

Order, and the appeals of the Sanction Order, Settlement Approval Order, and 

Representation Dismissal Order should be heard together as soon as possible by this Court; 

8. The CCAA, in particular, sections 6, 13, and 14 thereof; 

9. Sections 6 and 134 of the Courts of Justice Act; 

10. Sections 30(3) and 30(5) of the Class Proceedings Act, 1992; 

II. Rules 6.01, 10, and 61 of the Rules of Civil Procedure; and 

12. such further and other grounds as counsel may advise and this Honourable 

Court may permit. 
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THE FOLLOWING DOCUMENTS WILL BE USED AT THE HEARING OF THE 
MOTION: 

1. The motion materials filed below on the hearing before Justice Morawetz and 

orders made and the Monitor's reports filed in the CCAA proceedings; and 

2. such other documents as counsel may advise and this Honourable Court may 

permit. 

April 9, 2012 

TO: THE SERVICE LIST 

KIM ORR BARRISTERS P.C. 
19 Mercer Street, 4th Floor 
Toronto, Ontario 
M5V IH2 

Michael C. Spencer (LSUC #59637F) 
Won J. Kim (LSUC #32918H) 
Megan B. McPhee (LSUC #483510) 

Tel: (416) 596-1414 
Fax: (416) 598-060 I 

Lawyers for the Appellants, Invesco Canada 
Ltd., Northwest & Ethical Investments L.P., 
Comite Syndical National de Retraite 
Biitirente Inc., Matrix Asset Management 
Inc., Gestion Ferique and Montrusco Bolton 
Investments Inc. 
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