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TAKE NOTICE that the plaintiffs will make a motion to the Honourable Justice Morawetz on
December 13, 2013, at 10:00 a.m., at 330 University Avenue, gt Floor, Toronto, Ontario, or at

such other time and place as the Court may direct.

PROPOSED METHOD OF HEARING: The motion will be heard orally.

THE MOTION IS FOR:

1. an order approving the fees and disbursements of Siskinds LLP and Koskie Minsky LLP
(collectively “Canadian Class Counsel”) and insolvency counsel Paliare Roland Rosenberg

Rothstein LLP; and

2. such further and other relief as counsel may request and this Honourable Court may deem

just.

THE GROUNDS FOR THE MOTION ARE:

1. On July 20, 2011, this action was commenced against Sino-Forest Corporation (“Sino-
Forest”), Ernst & Young LLP and other defendants in Ontario under the Class Proceedings Act,
1992;

2. This action relate to allegations of fraud against Sino-Forest and misrepresentations in its

public disclosure;

3. There has been an enormous amount of work done by Canadian class counsel in order to
achieve this historic settlement. In addition, Canadian Class Counsel and insolvency counsel
were required to expend a tremendous amount of time participating in the CCAA4 proceeding in
order to ensure that claims against the auditors, underwriters and other solvent defendants in this

action were minimally affected in any restructuring of Sino-Forest;

4. On November 29, 2012, the plaintiffs and Emnst & Young LLP (“E&Y”), among others,
entered into a settlement (the “Settlement”). The Settlement provides for a payment of $117
million in full settlement of all claims that relate to Sino-Forest as against E&Y, Emst & Young

Global Limited, and their affiliates;
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5. The Settlement was approved by this Court on March 20, 2013. The settlement approval
order provides that the fees and disbursements of Canadian Class Counsel together with
insolvency counsel are to be paid from the settlement trust, subject to court approval of such fees
and disbursements in accordance with the laws of Ontario governing the payment of counsel’s

fees and disbursements in class proceedings;

6. Canadian Class Counsel have acted in these proceedings on a contingency fee basis and

collectively seek approval of $17,846,250 (exclusive of tax) for fees plus disbursements;

7. The requested fees and disbursements are consistent with the retainer agreement entered

into with the plaintiffs and are fair and reasonable;

8. The requested fees are within the range of percentages that Ontario courts have approved
in the past.
9. Canadian Class Counsel took on significant risk for claims against Emst & Young

because of the multiple legal impediments to establishing liability and recovering damages

against an auditor under Canadian and U.S. law — even if there was wrongdoing;

10.  Canadian Class Counsel took on the risk of no success and minimal recovery, while at the
same time having to devote a massive amount of time, money and other resources to the

prosecution of this action;

11. The settlement obtained, $117 million, is the largest auditor settlement in Canadian
history — by a factor of two. Canadian Class Counsel successfully achieved a very good

settlement;

12.  The plaintiffs support the fee request and consider it reasonable;
13.  Companies Creditors’ Arrangement Act, R.S.C. 1985, c. C-36;
14. Class Proceedings Act, 1992, S.0. 1992, c. 6;

15. Courts of Justice Act, R.S.0. 1990, c. C.43; and

16.  such further and other grounds as this Honourable Court may permit.
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the
motion:

1. The Affidavit of Charles Wright;

2. The Affidavit of Joseph Mancinelli;
3. The Affidavit of Michael Gallagher;
4. The Affidavit of Richard Grottheim;
5. The Affidavit of David Grant;

6. The Affidavit of Robert Wong;

7. The Affidavit of Heather Palmer; and

8. Such further and other materials as counsel may advise and this Honourable Court
may permit.
November 25, 2013 KOSKIE MINSKY LLP

20 Queen Street West, Suite 900
Toronto, ON M5H 3R3

Kirk Baert (LSUC# 309420)
Jonathan Ptak (LSUC#: 45773F)
Jonathan Bida (LSUC#: 54211D)

Tel: (416) 595-2117 / Fax: (416) 204-2889

SISKINDS LLP
680 Waterloo Street
London, ON N6A 3V8

A. Dimitri Lascaris (LSUC#: 50074A)
Daniel Bach(LSUC#: 52087E)

Tel: (519) 660-7844 / Fax: (519) 660-7845
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PALIARE ROLAND ROSENBERG
ROTHSTEIN LLP

250 University Avenue, Suite 501
Toronto, ON MS5H 3ES5S

Ken Rosenberg (LSUC#: 21101H)
Massimo Starnino (LSUC#: 41048G)

Tel: (416) 646-4300 / Fax: (416) 646-4301

Lawyers for the plaintiffs and CCAA
Representative Counsel pursuant to the
settlement approval order dated March 20, 2013

THE ATTACHED SERVICE LIST
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1, DAVID C. GRANT, of the City of Calgary, in the Province of Alberta, MAKE =
OATH AND SAY:

L I am a plaintiff in this action. Accordingly, I have knowledge of the matters herein
deposed. Where I make statements in this affidavit that are not within my personal
knowledge, I have indicated the source of my information and I beliéve such information to

be true.

2. I purchased 100 Guaranteed Senior Notes of Sino-Forest on October 21, 2010 at a
purchase price of US$101.50 per note. I held these notes until January 30, 2013, which I

understand was the plan implementation date for Sino-Forest’s restructuring.

3. I have reviewed the proposed claims process for the distribution of the proceeds from
the settlement with Emst & Young. (the “Claims and Distribution Protocol”). I believe that it
provides a fair and reasonable method for distributing the settlement. It awards compensation
based on (a) the losses suffered by each claimant attributable to the alleged
misrepresentations; and (b) the strengths of different types of claims that the claimant
advances against Emnst & Young. This means that persons with stronger claims would receive
more on a per dollar basis than persons with weaker claims. In my view, this makes a fair

distinction as it reflects the risks of different claims.

4, As a noteholder as of the plan implementation date, I would not participate in the
claims process. Instead, I will receive a pro rata share of $5 million that is being paid to
noteholders as of the plan implementation date. I am advised by Daniel Bach of Siskinds LLP,
one of my counsel, that the allocation of $5 million to these noteholders is consistent with the

estimate of the damages suffered by the noteholders and the strengths of their claims.

5. 1 also support the fee request of Koskie Minsky LLP, Siskinds LLP and Siskinds
Demeules in the amount of $17,846,250 plus $2,320,013 in HST (totaling $20,166,263). I am

satisfied that this amount is fair and reasonable.

6. My retainer agreement provides a sliding scale of compensation based on the value of
settlement obtained by class counsel and the stage of the litigation. If there was a small or no

recovery, counsel would likely get paid less than the time, money and resources they
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may be paid accordingly. I considered the fee arrangement fair and reasonable when I entered

the retainer agreement with counsel and I still consider it fair and reasonable.

7. In addition, the fees sought are consistent with the large risks that my counsel assumed
in advancing this litigation. This action arises out of an alleged fraud that pervaded every
aspect of Sino-Forest’s business. I have received periodic updates on this action and it is
apparent that the prosecution of this action is highly complex and resource-intensive. I am
advised by Mr. Bach and I believe that my counsel has committed a significant amount of
time, money and resources to advance this action and will continue to do so as they pursue

claims against the other defendants.

8. In light of these risks and the substantial commitment of time, money and resources by

my counsel, I support the requested fees.

9. I swear this affidavit in support of the motion for approval of the plan of allocation

and approval of class counsel fees and for no other or improper purpose.

SWORN BEFORE ME at the City of

' Jr DAVID C. GRANT
| memm——
ner for Tlaking Affidavits

" Bfett Turnquist
ister & Solicitor

Calgary, in the Province of Alberta on
November 14, 2013. w@_}_

* committed. If there i a large recovery, such as the Ermst & Young setlement,then counsel
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I, MICHAEL GALLAGHER, of the City of Toronto, in the Province of Ontario,
MAKE OATH AND SAY:

1. I am a member of the board of trustees of the International Union of Operating
Engineers Local 793 Pension Plan (the “OE Fund”), plaintiffs in this action, and I have
knowledge of the matters herein deposed. Where I make statements in this affidavit that are
not within my personal knowledge, | have indicated the source of my information and I

believe such information to be true.

2. The OE Fund is a Canadian multi-employer pension plan representing 20,867 active,

inactive, retired and deferred vested members.

3. The trustees of the OE Fund purchased Sino-Forest shares between July 2007 and June

2011. All of the purchases were made over the Toronto Stock Exchange.

4. On June 1, 2011, the trustees held approximately 324,100 shares of Sino-Forest with a
market value of $18.21 per share or $5,901,861. Since that time, the trustees have sold most
of these shares with significant losses. The trustees continued to hold approximately 37,350
shares until January 30, 2013. I am advised by Mark Zigler of Koskie Minsky LLP, one of my
counsel, that the shares were cancelled on January 30, 2013 as part of Sino-Forest’s
restructuring and are of no value. Attached and marked as Exhibit “A” is a statement of all

the OE Fund’s purchases and sales of Sino-Forest shares.

5. I have reviewed the proposed claims process for the distribution of the proceeds from
the settlement with Ernst & Young. (the “Claims and Distribution Protocol”). I believe that it
provides a fair and reasonable method for distributing the settlement. It awards compensation
based on (a) the losses suffered by each claimant attributable to the alleged
misrepresentations; and (b) the strengths of different types of claims that the claimant
advances against Ernst & Young. This means that persons with stronger claims would receive
more on a per dollar basis than persons with weaker claims. 1 and the other trustees have
discussed this approach to dividing the settlement proceeds. We believe this makes a fair

distinction among different claims as it reflects the risks of different claims.

25
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6. Under the proposed Claims and Distribution Protocol, our claims against Ernst &
Young would be divided into three categories: (a) shares purchased on the Toronto Stock
Exchange (TSX) between March 19, 2007 and March 17, 2008; (b) shares purchased on the
TSX between March 18, 2008 and August 11, 2008; and (c) shares purchased on the TSX
between August 12, 2008 and June 2, 2011.

7. I understand that each of the three claims will be treated differently. Mr. Zigler has
explained to me that the claims for these different time periods face different risks. In
particular, the claims for earlier purchases face limitation periods in respect of
misrepresentation claims under the Securities Act. Claims in the first time period also face
challenges because they are based on Ernst & Young’s audits from 2000-2003. The other
claims are based on audits in for 2007-2010 fiscal years. In essence, the compensation we will

receive varies depending on when we purchased the shares.

8. I also support the fee request of Koskie Minsky LLP, Siskinds LLP and Siskinds
Demeules in the amount of $17,846,250 plus $2,320,013 in HST (totaling $20,166,263). This
amount will be shared with two other law firms and is based on extensive work in the class
proceeding and in protecting our interests and those of other securities purchasers in the

insolvency proceeding. We are satisfied that this amount is fair and reasonable.

9. This amount is also less than the fees provided for in the retainer agreement that I and
the trustees agreed to at the beginning of this litigation. The retainer agreement provides a
sliding scale of compensation based on the value of settlement obtained by our counsel and
the stage of the litigation. If there was a small or no recovery, counsel would likely get paid
less than the time, money and resources they committed. If there is a large recovery, such as
the Ernst & Young settlement, then counsel would be paid accordingly. I and the other
trustees considered the fee arrangement fair and reasonable when we entered the retainer

agreement with counsel and we still consider it fair and reasonable.

10.  Inaddition, the fees sought are consistent with the large risks that our counsel assumed
in advancing this litigation. This action arises out of an alleged fraud that pervaded every
aspect of Sino-Forest’s business. I and the other trustees have received periodic updates on

this action and it is apparent that the prosecution of this action is highly complex and
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resource-intensive. I am advised by Mr. Zigler and I believe that my counsel has committed a
significant amount of time, money and resources to advance this action and will continue to

do so as they pursue claims against the other defendants.

11.  Inlight of these risks and the substantial commitment of time, money and resources by

my counsel, I support the requested fees.

12. I swear this affidavit in support of the motion for approval of the plan of allocation

and approval of class counsel fees and for no other or improper purpose.

SWORN BEFORE ME at the Town of
Oakville in the Province of Ontario on
October Zg ), 2013.

a7

Commissioﬂer'for\"faﬁ(ir‘{g Affidavits

MICHAEL GALLAGHER
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THIS 1s EXHIBIT “A” REFERRED TO IN THE
AFFIDAVIT OF MICHAEL GALLAGHER
SWORN BEFORE ME, THIS_<() DAY OF OCTOBER, 2013

Al

A COMMISSIONER FOR TAKING AFFIDAVITS, ETC.
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Summary of Transactions in Sino’s Shares

TRADE DATE TYPE # OF SHARES PRICE PER UNIT
McLean Budden
01-Feb-11 Buy 5,700 $22.2215
02-Feb-11 Buy 2,500 $22.7232
03-Feb-11 Buy 2,800 $22.7766
04-Feb-11 Buy 2,700 $23.2396
07-Feb-11 Buy 2,000 $23.8432
08-Feb-11 Buy 8,800 $24.4734
08-Feb-11 Buy 1,500 $24.55
17-May-11 Buy 300 $20.48
17-May-11 Buy 3,500 $20.6637
18-May-11 Buy 2,500 $20.8238
18-May-11 Buy 400 $20.79
19-May-11 Buy 500 $20.9666
19-May-11 Buy 1,900 $21.0764
20-May-11 Buy 4,500 $20.4702
24-May-11 Buy 2,400 $19.4105
21-Jun-11 Sell 42,000 $1.8407
Morrison William
20-Jan-11 Buy 181,700 $21.535
14-Mar-11 Buy 83,800 $21.526
15-Mar-11 Buy 30,600 $21.616
3-Jun-11 Seli 296,100 $5.147
Greystone
05-Jul-07 Buy 800 $17.1374
06-Jul-07 Buy 700 $17.0498
09-Jul-07 Buy 200 $17
10-Jul-07 Buy 1800 $17.042
11-Jul-07 Buy 300 $17.25
16-Jul-07 Buy 400 $17.6
17-Jul-07 Buy 900 17.7783
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18-Jul-07 Buy 3900 17.9749
18-Jul-07 Buy 300 17.8849
20-Jul-07 Buy 2700 18.8874
23-Jul-07 Buy 600 18.4758
24-Jul-07 Buy 600 18.0999
25-Jul-07 Buy 1000 17.3125
26-Jul-07 Buy 700 16.7498
27-Jul-07 Buy 2200 17.098
30-Jul-07 Buy 3200 17.1184
31-Jul-07 Buy 5000 17.171
01-Aug-07 Buy 600 15.9966
02-Aug-07 Buy 200 16.05
03-Aug-07 Buy 400 16.05
07-Aug-07 Buy 600 15.4422
09-Aug-07 Buy 1000 15.7949
10-Aug-07 Buy 1200 14.9193
10-Aug-07 Buy 1000 15.2581
13-Aug-07 Buy 1000 15.0395
14-Aug-07 Buy 800 15.1954
15-Aug-07 Buy 800 14.9744
16-Aug-07 Buy 4600 13.8702
17-Aug-07 Buy 2250 13.9638
20-Aug-07 Buy 800 14.0159
21-Aug-07 Buy 2200 13.9995
22-Aug-07 Buy 300 14.3237
23-Aug-07 Buy 1400 16.1001
24-Aug-07 Buy 450 16.9357
29-Aug-07 Buy 1000 17.4422
30-Aug-07 Buy 600 17.5898
04-Sep-07 Buy 5200 18.23
10-Sep-07 Buy 1000 18.85
26-Sep-07 Buy 1600 22.2955
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27-Sep-07 Buy 1200 21.8191
02-Oct-07 Buy 800 23.2441
03-Oct-07 Buy 5430 23.1858
04-Oct-07 Buy 2300 23.165
11-Oct-07 Buy 3970 24.7695
23-Oct-07 Sell 2700 22.4873
22-Jan-08 Buy 2900 15.9431
28-Jan-08 Sell 700 17.711
26-Feb-08 Sell 270 19.1641
04-Mar-08 Sell 1200 18.9003
20-Mar-08 Buy 2200 14.9113
04-Apr-08 Sell 2700 17.5524
21-Apr-08 Sell 1200 15.3125
22-Apr-08 Sell 600 15.2969
21-May-08 Sell 860 18.0225
22-May-08 Seli 840 17.99
08-Jul-08 Buy 1400 16.4677
11-Aug-08 Buy 1720 14.9995
12-Aug-08 Buy 130 16.4084
13-Aug-08 Buy 2100 17.5051
20-Aug-08 Buy 320 18.8381
21-Aug-08 Buy 1380 19.4353
10-Sep-08 Buy 1740 17.7225
11-Sep-08 Buy 880 18.0153
07-Oct-08 Buy 3260 10.7574
14-Oct-08 Buy 1900 10.6571
15-Oct-08 Buy 4700 9.9627
18-Nov-08 Buy 2400 6.6901
21-Nov-08 Buy 1700 5.6527
25-Feb-09 Buy 4100 8.9626
26-Feb-09 Buy 1400 8.9057
21-May-09 Sell 1600 12.6417
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02-Jun-09 Sell 1700 13.256
06-Oct-09 Sell 1200 16.5709
18-Feb-10 Buy 2900 20.2981
13-May-10 Sell 1700 18.3831
09-Jun-10 Buy 1000 16.4574
20-Jul-10 Buy 1500 16.1303
08-Sep-10 Sell 1300 18.7328
07-Oct-10 Sell 4800 17.3474
09-Nov-10 Sell 1600 22.262
04-Feb-11 Sell 1660 22.9815
16-Mar-11 Buy 1400 21.9237
05-May-11 Buy 700 21.268
26-May-11 Buy 17300 18.4451
6-Jul-11 Sell 22800 4.7579
26-Jul-11 Sell 17,900 7.4341
27-Jul-11 Sell 3,100 7.5853
26-Aug-11 Sell 16,310 1.72
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I, JOSEPH MANCINELLI, of the City of Hamilton, in the Province of Ontario,
MAKE OATH AND SAY:

1. I am the chair of the board of trustees of the Labourers’ Pension Fund of Central and
Eastern Canada (the “Labourers Fund”), plaintiffs in this action and I have knowledge of the
matters herein deposed. Where I make statements in this affidavit that are not within my
personal knowledge, 1 have indicated the source of my information and I believe such

information to be true.

Background of the Labourers Fund and Its Investment In Sino-Forest

2. The Labourers Fund is a Canadian multi-employer pension funds representing 52,100
active, retired, inactive and deferred vested members in Ontario, New Brunswick, Nova
Scotia, PEI and Newfoundland and Labrador. The Labourers Fund has more than $2.5 billion

in assets.

3. The trustees of the Labourers Fund purchased Sino-Forest shares between December
2009 and June 2011. This included a purchase of 32,300 shares in Sino-Forest’s December
2009 primary market distribution of shares.. Otherwise, the share purchases were made in the

secondary market over the Toronto Stock Exchange.

4, The trustees held a total of 128,700 shares on June 1, 2011, with a market value of
$18.21 per share or $2,343,627 at the close of trading on June 1, 2011. On June 2 and 3, 2011,
the trustees sold their holdings for net proceeds $695,993.96. Attached and marked as Exhibit

“A” is a summary of the trustees’ transactions in Sino-Forest’s shares.
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Sino-Forest Litigation And Settlement With Ernst & Young

5. On July 20, 2011, this action was commenced against Sino-Forest and other
defendants, including Sino-Forest’s auditor, Ernst & Young LLP. I understand that class

actions were also commenced in Québec, Saskatchewan and New York.

6. The key allegations against Sino-Forest are that it had substantially misrepresented its
financial position to investors. In essence, the company was not nearly the incredible success
it had claimed to be. This became apparent in the months following the commencement of
this action. Sino-Forest began a steep financial decline. The large investments in Sino-Forest
were gone. By March 2012, Sino-Forest was insolvent and sought protection from its

creditors under the Companies Creditors’ Arrangement Act.

7. Accordingly, save for any insurance, there would be no recovery from Sino-Forest.
Instead, recovery from Sino-Forest’s service providers is the focus of this action. The trustees
and the other plaintiffs allege that Sino-Forest’s auditors and underwriters failed in their

gatekeeper obligations.

8. There has been a significant amount of activity in this action. There have been
numerous motions in the action, including a certification hearing. In addition, I understand
that our counsel expended a tremendous amount of time participating in Sino-Forest’s
insolvency in order to ensure that the claims against the auditors, underwriters and other

solvent defendants were minimally affected in any restructuring of Sino-Forest.

9. There have also been efforts to settle the claims against all defendants. This included a

court-ordered mediation among all parties in September 2012. The mediation did not result in
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a settlement with all defendants. However, it provided a starting point for further negotiations

with one of Sino-Forest’s former auditor, Emnst & Young LLP.

10.  These negotiations continued through the Fall of 2012 and there was a mediation on
November 2012. On November 29, 2012, the trustees and the other plaintiffs entered into
minutes of settlement with Emst & Young. The settlement provides for payment of $117
million in full settlement of all claims against Emst & Young and its affiliates relating to

Sino-Forest. The settlement was approved on March 20, 2013.

The Proposed Claims and Distribution Protocol

11.  Our counsel has designed a claims process for the distribution of the settlement
proceeds, net of class counsel fees and other necessary payments (the “Claims and

Distribution Protocol”).

12. I and the other trustees provided input on the Claims and Distribution Protocol and
have reviewed the final version. In our view, it reflects a fair and balanced method for
dividing the settlement proceeds among persons who purchased Sino-Forest securities (the

“Securities Claimants™) and who may have claims against Emst & Young LLP.

13.  The Claims and Distribution Protocol awards compensation based on (a) the actual
losses suffered; and (b) the strengths of different types of claims that the claimant advances
against Ermst & Young LLP. A particular claimant may have different types of claims
depending on the purchases that it made and each claim would be treated differently

depending on the risks faced for the particular claim.
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14.  For example, the Labourers Fund purchased Sino-Forest shares in both the primary
market (the December 2009 prospectus offering) and in the secondary market (the Toronto
Stock Exchange). These two claims would be treated differently in the claims process. The
primary market claim has no discount applied to the losses as it is the strongest claim relative
to other types of claims against Emst & Young. In contrast, the secondary market claim will
have a discount applied to the losses to reflect that if this matter proceeded to trial, recovery
against Emst & Young for a secondary market claim on a per dollar of loss basis would likely

be substantially lower than for the primary market claims.

15. The Labourers Fund would not receive either the highest or the lowest level of
coﬁpensation on a per dollar basis pursuant to the Claims and Distribution Protocol. I and the
other trustees accept this is reasonable and that a claims process that takes into account the
strengths of different claims is fair to all claimants. Stronger claims should be compensated

more and weaker claims less.

Class Counsel’s Fees

16. Koskie Minsky LLP, Siskinds LLP and Siskinds Demeules (“Canadian Class
Counsel”) are seeking $19,162,500 plus $2,491,125 in HST (totaling $21,653,625) for class
counsel fees in this action. I and the other trustees appreciate that this is a substantial sum of
money for counsel fees. Nevertheless, I and the other trustees believe that this amount is fair
and reasonable, given the large risks that our counsel undertook and continue to bear in the

prosecution of this action.

17.  Class counsel agreed to pursue this action on a contingency fee basis and to assume

responsibility for litigation expenses, including expert fees. Without successful recovery, the
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trustees have no obligation to pay Canadian Class Counsel, we have no obligation to pay for
litigation expenses and we have an indemnity in respect of adverse costs. The trustees are
committed to the prosecution of this action, but we recognize that Canadian Class Counsel has
accepted almost all of the financial risk that comes with the advancement of this litigation on

our behalf and on behalf of other harmed Sino-Forest investors.

18.  From the outset, this action had significant risk, largely because the most culpable
defendants, Sino-Forest and its senior officers have little or no means to satisfy a large
judgement. I understand that this action was made even more risky as a result of Sino-Forest’s
insolvency. For example, it was possible that claims against Emst & Young and other solvent
defendants could be released as part of a restructuring for little or no compensation to harmed

investors.

19.  Our counsel committed to expending millions of dollars in time, money and other
resources to prosecute this action with the significant risk of either achieving judgement
against defendants unable to pay that judgment or having the claims released in order to
facilitate the restructuring of Sino-Forest. I am satisfied that our counsel has pursued this

action vigorously and has worked to maximize recovery.
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20.  Furthermore, the requested fees conform to what is provided for in our retainer

agreement. In particular, the retainer agreement provides for a sliding scale of counsel fees

depending on the monetary level of success and the stage of the litigation, as follows':

For the first $20 | For the portion | For the portion | For the portion
million of any | ofthe Recovery | of the Recovery | of the Recovery
Recovery between $20 between $40 in excess of $60
million and $40 | million and $60 | million
million million
If the Action is settled or there is twenty-five twenty percent | fifteen percent | ten percent
judgment before the Court renders | percent (25%) | (20%) (15%) (10%)
a decision on a certification motion
If the Action is settled or there is twenty-seven twenty-two seventeen and | twelve and a
judgment after the Courtrendersa | and a half and a half a half percent | half percent
decision on a certification motion percent percent (17.5%) (12.5%)
and before the commencement of | (27.5%) (22.5%)
the Common Issues trial;
If the Action is settled after the | thirty percent | twenty-five twenty percent | fifteen percent
commencement of the Common | (30.0%) percent (20.0%) (15.0%)
Issues trial or is determined by (25.0%)
judgment after the trial.

21.  This grid ties class counsel compensation directly to the degree of success achieved,

while at the same time ensuring the overall fees are not excessive. These percentages cut both
ways for class counsel. If recovery in the action were small, then, no matter how much class
counsel had spent in time, money and other resources, they would be held to a percentage of
that small amount. On the other hand, if class counsel achieved large recovery in the action,
they would be compensated accordingly, though their fees would be subject to percentages

that decline as the recovery gets larger.

22.  In this case, the fees sought reflect 16.4% of the settlement or 18% if compared to the

estimated proportion of the settlement attributable to Canadian claims. Furthermore, in the

' I note that the retainer agreement contains a typographical error in this grid. The third column refers to a range
of $20 million to 40 million. It should show a range of $40 million to $60 million, which is what was intended.
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event of future recovery in this action, the overall percentage will decline to reflect the overall

recovery.

23. I and the other trustees considered this approach fair and reasonable when we entered
the retained agreement at the outset of this action and continue to believe it is fair and

reasonable. Compensating our counsel based on the retainer agreement is appropriate.

24. I swear this affidavit in support of the motion for approval of the plan of allocation
and approval of class counsel fees and for no other or improper purpose.

-
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THIS IS EXHIBIT “A” REFERRED TO IN THE
AFFIDAVIT OF JOSEPH MANCINELLI
SWORN BEFORE ME, THIS 2ND DAY OF OCTOBER, 2013

A COMMISSIONER FOR TAKING AFFIDAVITS, ETC.
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Summary of Transactions in Sino’s Shares

TRADE DATE TYPE # OF SHARES PRICE PER UNIT
11-Dec-09 Buy 6,500 $17.443
11-Dec-09 Buy 6,500 $17.351
11-Dec-09 Buy 6,500 $17.329
11-Dec-09 Buy 13,000 $17.203
11-Dec-09 Buy 11,800 $17.250
11-Dec-09 Buy 32,300 $16.800
18-Dec-09 Buy 8,300 $17.260
18-Dec-09 Buy 8,800 $17.250
04-Jan-10 Sell 6,900 $19.694
12-Jan-10 Sell 10,700 $21.104
17-Feb-10 Sell 11,700 $19.775
18-Mar-10 Buy 9,300 $19.487
29-Mar-10 Buy 18,400 $19.000
01-Apr-10 Sell 7,300 $20.065
01-Apr-10 Sell 5,900 $20.086
16-Apr-10 Sell 35,600 $19.846
19-Apr-10 Sell 16,000 $19.781
04-May-10 Sell 4,900 $17.880
05-May-10 Sell 6,100 $17.628
05-May-10 Sell 5,700 $17.533
05-May-10 Sell 10,600 $17.780
08-Jul-10 Buy 17,800 $15.600
08-Jul-10 Buy 27,900 $15.500
09-Jul-10 Buy 4,700 $15.825
09-Jul-10 Buy 100 $15.960
12-Jul-10 Buy 2,500 $16.038
13-Jul-10 Buy 14,400 $16.000
13-Jul-10 Buy 5,900 $16.000
28-Sep-10 Buy 13,200 $16.852
28-Sep-10 Buy 8,700 $16.870
01-Oct-10 Buy 9,300 $17.200
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14-Oct-10 Sell 4,900 $19.279
14-Oct-10 Sell 10,200 $19.360
21-Oct-10 Sell 1,300 $20.419
04-Nov-10 Buy 5,000 $21.378
04-Nov-10 Buy 3,300 $21.378
05-Nov-10 Buy 8,300 $21.420
05-Nov-10 Buy 5,900 $21.280
10-Nov-10 Buy 7,500 $22.097
10-Nov-10 Buy 1,300 $22.000
13-Dec-10 Sell 8,400 $24.140
20-Jan-11 Sell 4,200 $21.602
20-Jan-11 Sell 2,900 $21.602
21-Jan-11 Sell 3,100 $21.750
21-Jan-11 Sell 200 $21.623
03-Feb-11 Sell 7,000 $22.800
08-Feb-11 Sell 2,500 $24.490
08-Feb-11 Sell 5,400 $24.485
08-Feb-11 Sell 800 $24.500
18-Feb-11 Sell 6,900 $22.493
18-Feb-11 Sell 3,200 $22.493
15-Mar-11 Buy 10,500 $21.273
15-Mar-11 Buy 2,900 $21.228
15-Mar-11 Buy 1,200 $21.750
15-Mar-11 Buy 6,500 $21.786
18-Mar-11 Buy 3,300 $23.196
18-Mar-11 Buy 5,700 $23.150
30-Mar-11 Sell 9,500 $24.990
31-Mar-11 Sell 2,300 $25.790
31-Mar-11 Sell 3,600 $25.790
07-Apr-11 Sell 300 $24.790
07-Apr-11 Sell 100 $24.760
11-Apr-11 Sell 2,200 $24.083
12-Apr-11 Sell 4,000 $23.658
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14-Apr-11 Sell 8,900 $24.000
14-Apr-11 Sell 8,500 $24.300
11-May-11 Sell 1,100 $21.821
13-May-11 Buy 9,400 $19.550
13-May-11 Buy 4,800 $19.550
13-May-11 Buy 4,100 $19.550
13-May-11 Buy 12,200 $19.499
16-May-11 Buy 8,000 $19.750
18-May-11 Sell 5,300 $20.820
18-May-11 Sell 3,800 $20.820
25-May-11 Buy 12,800 $19.160
25-May-11 Buy 4,000 $19.123
25-May-11 Buy 4,600 $19.140
27-May-11 Buy 4,600 $17.800
27-May-11 Buy 2,300 $17.800
30-May-11 Buy 2,300 $18.810
30-May-11 Buy 1,500 $18.769
30-May-11 Buy 2,800 $18.730
02-Jun-11 Sell 300 $13.813
03-Jun-11 Sell 8,900 $5.007

03-Jun-11 Sell 17,700 $5.375

03-Jun-11 Sell 22,200 $5.321

03-Jun-11 Sell 48,700 $5.319

03-Jun-11 Sell 21,700 $5.701

03-Jun-11 Sell 8,800 $6.024

03-Jun-11 Sell 400 $5.230
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I, RICHARD GROTTHEIM, of the City of Stockholm, in the Country of Sweden,
SWEAR:

1. I am the chief executive officer of Sjunde AP-Fonden (“AP7”), a plaintiff in this
action. Accordingly, I have knowledge of the matters herein deposed. Where I make
statements in this affidavit that are not within my personal knowledge, I have indicated the

source of our information and believe such information to be true.

2. AP7 is the Seventh Swedish National Pension Fund and is part of Sweden’s national

pension system. AP7 is governed by a Board of Directors.

3. AP7 purchased Sino-Forest shares between April 21, 2010 and January 14, 2011. AP7
held 139,398 shares on June 1, 2011, with a market value of $18.21 per share or
$2,538,438.00 in total. On August 24, 2011, AP7 sold 43,095 Sino-Forest shares for net
proceeds of $188,829.36. AP7 continued to hold 96,303 shares of Sino-Forest until the shares
were cancelled as part of Sino-Forest’s restructuring. Attached and marked as Exhibit “A” is

a statement of all AP7’s purchases and sales of Sino-Forest shares.

4. [ have reviewed the proposed claims process for the distribution of the proceeds from
the settlement with Ernst & Young. (the “Claims and Distribution Protocol”). Based on my
discussions with counsel, I believe that the Claims and Distribution Protocol provides a fair
and reasonable method for distributing the settlement. I have been advised by my counsel
that the Claims and Distribution Protocol awards compensation based on (a) the losses
suffered by each claimant attributable to the alleged misrepresentations; and (b) the strengths
of different types of claims that the claimant advances against Ernst & Young. I understand
this to mean that persons with stronger claims would receive more on a per dollar basis than
persons with weaker claims. Based on my discussions with counsel, I believe the Claims and
Distribution Protocol makes a fair distinction among different claims as it reflects the risks of

different claims.

5. Under the proposed Claims and Distribution Protocol, AP7’s claim would fall under
one category, being claims for share purchased in the secondary market (the Toronto Stock

Exchange) between August 12, 2008 and June 2, 2011. This claim will be assign a “risk
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adjustment factor” to reflect the strength of claims purchased during this period as compared

to other claims against Ernst & Young, such as shares purchased pursuant to a prospectus.

6. [ also support the fee request of Koskie Minsky LLP, Siskinds LLP and Siskinds
Demeules in the amount of $17,846,250 plus $2,320,013 in HST (totaling $20,166,263). I am

satisfied that this amount is fair and reasonable.

7. AP7’s retainer agreement with counsel provides for a sliding scale of compensation
based on the value of settlement obtained by class counsel and the stage of the litigation. If
there was a small or no recovery, counsel would likely get paid less than the time, money and
resources they committed. If there is a large recovery, such as the Ernst & Young settlement,
then counsel would be paid accordingly. AP7 considered the fee arrangement fair and
reasonable when we entered the retainer agreement with counsel and we still consider it fair

and reasonable.

8. In addition, the fees sought are consistent with the large risks that our counsel assumed
in advancing this litigation. This action arises out of an alleged fraud that pervaded every
aspect of Sino-Forest’s business. AP7 has received periodic updates on this action and it is
apparent that the prosecution of this action is highly complex and resource-intensive. |
understand that my counsel has committed a significant amount of time, money and resources
to advance this action and will continue to do so as they pursue claims against the other

defendants.

9. In light of these risks and the substantial commitment of time, money and resources by

my counsel, I support the requested fees.

50



gmyers


10. I swear this affidavit in support of the motion for approval of the plan of allocation

and approval of class counsel fees and for no other or improper purpose.

'SWORN BEFORE ME at the City of
é‘i— bols in  the country  of

on November | }, 2013.

Commissioner for Taking Affidavits

Anne-Marie Bonde,
Notary Public
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EXHIBIT “A” TO THE AFFIDAVIT OF RICHARD GROTTHEIM
SWORN BEFORE ME, THIS DAY OF NOVEMBER, 2013

Commissioner for Taking Affidavits
Anne-Marie Bonde, Notary Public



gmyers


53

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. Court File No: CV-12-9667-00-CL
1985, ¢.C-36, AS AMENDED AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SINO-FOREST CORPORATION

ONTARIO
SUPERIOR COURT OF JUSTICE

Proceedings Under the Class Proceedings Act, 1992

Proceeding commenced at Toronto

AFFIDAVIT OF RICHARD GROTTHEIM

KOSKIE MINSKY LLP

20 Queen Street West, Suite 900
Toronto, ON M5H 3R3

Kirk Baert

Jonathan Ptak

Tel: 416.977.8353 / Fax: 416.977.3316

PALIARE ROLAND ROSENBERG
ROTHSTEIN LLP

250 University Avenue, Suite 501
Toronto, ON M5SH 3ES

Ken Rosenberg

Massimo Starnino

Tel: 416.646.4300 / Fax: 416.646.4301

SISKINDS LLP

680 Waterloo Street

London, ON N6A 3V8

A. Dimitri Lascaris

Charles M. Wright

Tel: 519.672.2121 / Fax: 519.672.6065

Lawyers for the Ad Hoc Committee of Purchasers of the
Applicant’s Securities, including the Representative
Plaintiffs in the Ontario Class Action



gmyers


54

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

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 AND
ARRANGEMENT OF SINO-FOREST CORPORATION

Court File No.: CV-11-431153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

THE TRUSTEES OF THE LABOURERS’ PENSION FUND OF CENTRAL AND
EASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF
OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING
ENGINEERS IN ONTARIO, SJUNDE AP-FONDEN, DAVID GRANT and ROBERT
WONG
Plaintiffs

-and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (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, 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) LL.C and MERRILL LYNCH, PIERCE,
FENNER & SMITH INCORPORATED (successor by merger to Banc of America
Securities LL.C)

Defendants

Proceeding under the Class Proceedings Act, 1992

AFFIDAVIT OF HEATHER PALMER
(sworn November 25, 2013)


gmyers


I, Heather Palmer, of the City of Toronto, in the Province of Ontario MAKE OATH AND
SAY:

1. I am a legal assistant at Koskie Minsky LLP.

2. Attached as Exhibit “A” is a copy of a document titled Summary of Transactions in
Sino’s Shares. Jonathan Bida advised me and I believe that these are Sjunde AP-Fonden
transactions in Sino-Forest securities as described in the Affidavit of Richard Grottheim dated
November 13, 2013. Mr. Bida advised me and I believe that this document was inadvertently

omitted from Mr. Grottheim’s affidavit.

SWORN BEFORE ME at the City of
Toronto in the Province of Ontario on

mber 25, 2013. '
W/] HEATHER PALMER

Comnfisstdner for Taking Afﬁdav1ts
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THIS IS EXHIBIT “A” REFERRED TO IN THE
AFFIDAVIT OF HEATHER PALMER
SWORN BEFQRE ME, THIS 25 DAY OF NOVEMBER, 2013

4
A €OMMISSIONER FOR TAKING AFFIDA VITS, ETC.
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I, ROBERT WONG, of the City of Kincardine, in the Province of Ontario, MAKE
OATH AND SAY:

1. I am a plaintiff in this action and I have knowledge of the matters herein deposed.
Where I make statements in this affidavit that are not within my personal knowledge, I have

indicated the source of my information and I believe such information to be true.

My Investment In Sino-Forest Corporation
2. I am an electrical engineer by profession and a retired member of the Professional

Engineers of Ontario.

3. I first became a Sino-Forest Corporation (“Sino”) shareholder on July 29, 2002 when |
purchased approximately 15,000 Sino shares over the Toronto Stock Exchange. I was a Sino
shareholder continuously from that time until June 10, 2011, when I disposed of my last

shares of Sino.

4. During this time, 1 purchased hundreds of thousands of Sino shares. In early
September 2008, I owned 1,371,500 Sino shares having then a market value of approximately

$26.1 million.

5. On June 2, 2011, I held 518,700 Sino shares with a market value of $9.4 million. Of
those shares, 30,000 were purchased at a price of $16.80 per share as part of Sino’s December

2009 share offering.

6. On June 3, 2011 and June 10, 2011, after I learned of the serious allegations against

Sino, I sold all of my shares for total proceeds of $2.8 million. This included the 30,000
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shares I purchased as part of the December 2009 share offering. Attached and marked as

Exhibit “A” is a summary of my purchases and sales of Sino shares.

The Proposed Claims and Distribution Protocol
7. My counsel has designed a claims process for the distribution of the proceeds from the
settlement with Ernst & Young, net of class counsel fees and other necessary payments (the

“Claims and Distribution Protocol™).

8. The Claims and Distribution Protocol awards compensation based on (a) the losses
suffered by each claimant attributable to the alleged misrepresentations; and (b) the strengths
of different types of claims that the claimant advances against Ernst & Young LLP. A
particular claimant may have different types of claims depending on the purchases that it
made and each claim would be treated differently depending on the risks faced for the
particular claim. Persons with stronger claims would receive more on per dollar basis than

persons with weaker claims.

9. For example, I purchased Sino shares in both the primary market (the December 2009
prospectus offering) and in the secondary market (the Toronto Stock Exchange). These two
claims would be treated differently in the claims process. The primary market claim has no
discount applied to the losses as it is the strongest claim relative to other types of claims
against Ernst & Young. In contrast, the secondary market claim will have discounts applied to

the losses to reflect more significant litigation risks that relate to that claim.

10. I understand that this motion is for court approval of the Claims and Distribution
Protocol, and I have reviewed the proposed Claims and Distribution Protocol that is being

submitted for approval on this motion. I have been in frequent communication with my
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counsel regarding the proposed Claims and Distribution Protocol and have offered my

opinions, suggestions and comments to the proposal.

Class Counsel’s Fees

11. Siskinds LLP, Koskie Minsky LLP and Siskinds Desmeules (“Canadian Class
Counsel”) are seeking $17,846,250 plus $2,320,013 in HST (totaling $20,166,263) for class
counsel fees in this action. I appreciate that this is a substantial sum of money for counsel
fees. Nevertheless, I believe that this amount is fair and reasonable, given the unforseeable
events this action has taken, and the additional time that my counsel has put into the

prosecution of this action.

12, Canadian Class Counsel agreed to pursue this action on a contingency fee basis and to
assume responsibility for litigation expenses, including expert fees. Without successful
recovery, I understand I have no obligation to pay Canadian Class Counsel and I understand
that I have no obligation to pay for litigation expenses. 1 am committed to the prosecution of
this action, but I recognize that Canadian Class Counsel has accepted significant financial risk
that comes with the advancement of this litigation on our behalf and on behalf of other

harmed class members.

13 During the litigation process, | was informed by counsel that this action was made
risky as a result of Sino-Forest’s insolvency. For example, it was possible that claims against
Emnst & Young and other solvent defendants could have been released as part of a

restructuring for little or no compensation to harmed class members. .

14, My retainer agreement provides for a sliding scale of counsel fees depending on the

value of the recovery and the stage of the litigation. If recovery in the action were small, then,
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no matter how much class counsel had spent in time, money and other resources, would be
held to a percentage of that small amount. On the other hand, if counsel achieved a large
recovery in the action, they would be compensated a higher percentage depending on the

litigation phase as provided in the retainer agreement.

15. I considered the approach in the retainer agreement fair and reasonable when 1 entered
the retained agreement at the outset of this action and | believe the method of fee calculation

outlined above is fair and reasonable in the circumstances.

16.  In light of the risks and the substantial commitment of time, money and resources by

my counsel, I support the requested fees.

17. I swear this affidavit in support of the motion for approval of the plan of allocation

and approval of class counsel fees and for no other or improper purpose.

SWORN BEFORE ME at the City of
KINPROS £ in the Province of

Ontario on er @, 2013. ' d )

ROBERT WONG

CommisStoriér for :l"aking Affidavits
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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C.
1985, ¢.C-36, AS AMENDED AND IN THE MATTER OF A PLAN OF COMPROMISE

OR ARRANGEMENT OF SINO-FOREST CORPORATION
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Proceeding under the Class Proceedings Act, 1992

AFFIDAVIT OF CHARLES WRIGHT

I, CHARLES WRIGHT, of the City of London, in the Province of Ontario, MAKE
OATH AND SAY:
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1. I am a partner at Siskinds LLP, who along with Koskie Minsky LLP, are counsel for
the plaintiffs in this action. Accordingly, I have knowledge of the matters herein deposed.
Where I make statements in this affidavit that are not within my personal knowledge, I have

indicated the source of my information and I believe such information to be true.

2. I swear this affidavit in support of the motion for approval of class counsel fees, and

for no other or improper purpose.

BACKGROUND

3. These proceedings relate to the precipitous decline of Sino-Forest Corporation
following allegations on June 2, 2011 that there was fraud at the company and that its public

disclosure contained misrepresentations regarding its business and affairs.

4, On July 20, 2011, this action was commenced against Sino-Forest, Ernst & Young
LLP and other defendants in Ontario under the Class Proceedings Act, 1992. Siskinds LLP

and Koskie Minsky LLP are counsel to the plaintiffs in the Ontario class action.

5. There were also class actions commenced in Québec and New York relating to Sino-
Forest.
6. Siskinds Desmeules, an affiliate of Siskinds LLP, is counsel to the plaintiffs in the

Québec action styled as Guining Liu v. Sino-Forest Corporation. Cohen Milstein Sellers &
Toll PLLC (“Cohen Milstein™) is counsel to the plaintiffs in the New York action styled as
Leopard v. Sino-Forest Corporation. Along with other defendants, Ernst & Young LLP is

named in each of the Québec and New York class actions.
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7. On March 30, 2012, Sino-Forest applied for and was granted protection from its

creditors pursuant to the Companies’ Creditors Arrangement Act (“CCAA™).

8. Counsel for the Ontario plaintiffs and Québec plaintiffs and counsel for the New York
plaintiffs participated in the CCAA4 proceedings and filed proofs of claim in respect of the

Ontario, Québec and New York actions.

9. In November 2012 a settlement was negotiated with Ernst & Young LLP. The
settlement provides for payment of $117 million in full settlement of all claims that relate to
Sino-Forest as against Ernst & Young LLP, Emst & Young Global Limited and their

affiliates, subject to court approval.

10.  On March 20, 2013, this court approved the Ernst & Young settlement. The settlement
approval order provides that the net settlement proceeds (net of class counsel fees and other
specified expenses') shall be distributed among persons who purchased Sino-Forest securities

(“Securities Claimants”), excluding the defendants and their affiliates.

11. The settlement approval order appointed the plaintiffs in this action as representatives
of the Securities Claimants for the purposes of the Ernst & Young settlement and appointed
Siskinds LLP, Koskie Minsky LLP and Paliare Roland Rosenberg Rothstein LLP as counsel

for the Securities Claimants. The settlement approval order is attached as Exhibit “A”.

' The net settlement proceeds is the amount remaining from the $117 million settlement after payment of
administration and notice costs, class counsel fees and expenses as approved by the Court and payment to
Claims Funding International (CFI) in accordance with the funding order of Perell J. dated March 17, 2012. The
payment to CFI is described in more detail at paragraphs 40 and 41.
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ACTING AS CLASS COUNSEL

12. T have acted as class counsel in many class proceedings since I was called to the Bar in
1995. Prior to my call I began working on the first class action certified in Ontario, Bendall v

McGhan Medical Corp. The practice creates unique challenges and benefits.

13.  First, class proceedings involve a significant commitment of time and financial
resources. These actions are typically taken on a contingency fee basis. It is common to
dedicate thousands of lawyer hours and hundreds of thousands of dollars in disbursements to

a particular case. Investigation and expert expenses are typical.

14. Second, class proceedings are highly adversarial and are often protracted. The concept
that class proceedings often settle soon after the motion for certification is not correct. Cases
are increasingly continuing beyond certification, through productions, examination for
discovery and trial. The defendants tend to be well-resourced. The defendants bring motions
for almost any dispute and appeal almost all decisions. A scorched-earth approach is common.

As a result, costs are high and litigation proceeds slowly.

15.  Third, there are a number of risks arising from the class proceedings procedure:
(a) the risk that the action will not be certified as a class proceeding;
L) the risk that a large number of class members opt out;
(c) the risk that the defendant successfully moves to decertify a class proceeding;
(d) the risk that an award of aggregate damages on a class-wide basis is denied

and individual issues trials are ordered;

(e) the risk that individual issues trials are ordered but are not economically
feasible;
(f) the risk that the court does not approve a settlement agreement after lengthy,

time-consuming and expensive negotiations; and


gmyers


(2)

the risk that the court does not approve class counsel fees, or approves them
only at a reduced rate;

16.  Fourth, class counsel’s obligation to the class do not end at settlement approval, even

where all defendants settle and the litigation is at an end. Class counsel typically perform the

following work as part of settlement administration, including

(a)
(b)

()
(d
(e)

(®

(2

(h)
(1)

identifying class members;

advising and instructing class members with questions concerning the
settlement agreement and claims process;

providing information to class members, including relevant documents;
assisting class members with claim forms, if necessary;

providing documentation to the accountants and financial advisors of class
members to assist with determinations of tax implications of settlement
proceeds;

facilitating the claims process;

monitoring settlement implementation to ensure the processed are be
followed,

liaising with the claims administrator; and

overall coordination of the settlement distribution.

APPROVAL OF RETAINER AND CANADIAN CLASS COUNSEL FEES

17. Siskinds LLP, Koskie Minsky LLP (collectively “Canadian Class Counsel”), along

with insolvency counsel Paliare Roland Rosenberg Rothstein LLP, have acted in these

proceedings on a contingency fee basis. They collectively seek approval of $17,846,250, plus

$2,320,013 in HST (totaling $20,166,263) in respect of fees, plus $1,737,650.84 for their

disbursements incurred.
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18.  The requested fees are consistent with the plaintiffs’ contingency fee retainer
agreement with Canadian Class Counsel. Attached as Exhibits “B(1) to B(4)” are the

retainer agreements for the plaintiffs.

19. I understand that Cohen Milstein, counsel to the plaintiffs in the New York action,

seeks fees of $2,340,000 (exclusive of tax).

20.  The approved settlement with Emst & Young LLP provides for a total payment of
$117 million. The plaintiffs and class counsel in the Ontario, Québec and New York actions
have agreed to a notional allocation of that settlement amount between the Canadian and U.S.
claims for the purposes of determining class counsel fees. We have agreed that the fees of
Canadian Class Counsel will be determined on the basis that 90% of the gross settlement is
allocated to the Canadian claims and 10% of the gross settlement is allocated to the U.S.
claims. This notional allocation is based on the relative class sizes of the Canadian and U.S.
class actions and the worked performed by the law firms. Accordingly, Canadian Class
Counsel’s requested fees based on a recovery of $105.3 million (90% of $117 million) and
Cohen Milstein’s requested fees based on a recovery of $11,700,000 million (10% of $117

million).

21.  For clarity, this notional allocation has no bearing on the actual distribution of
settlement proceeds to Securities Claimants. As set out in the proposed Claims and
Distribution Protocol, the distribution of the net settlement fund is based on the claims made,

the losses for those claims and the relevant risk adjustment factor for each claim.
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Fees of Canadian Class Counsel Pursuant to the Retainer Agreement

22.

74

The retainer agreements provide for repayment without premium of all disbursements

and for a sliding scale of fees depending on the monetary level of success and the stage of the

litigation, as follows:

the Common Issues trial;

For the first $20 | For the portion | For the portion | For the portion
million of any | ofthe Recovery | of the Recovery | of the Recovery
Recovery between $20 between $40 in excess of $60
million and $40 | million and $60 | million
million million
If the Action is settled or there is twenty-five twenty percent | fifteen percent | ten percent
judgment before the Court renders | percent (25%) | (20%) (15%) (10%)
a decision on a certification motion
If the Action is settled or there is twenty-seven twenty-two seventeen and | twelve and a
judgment after the Court rendersa | and a half and a half a half percent | half percent
decision on a certification motion percent percent (17.5%) (12.5%)
and before the commencement of (27.5%) (22.5%)

If the Action is settled after the

thirty percent

twenty-five

twenty percent

fifteen percent

commencement of the Common | (30.0%) percent (20.0%) (15.0%)

Issues trial or is determined by (25.0%)

judgment after the trial.
23.  This grid is meant to ensure that Canadian Class Counsel is paid in a manner that is

tied directly to the degree of success achieved in the action, while at the same time ensuring
the overall fees are not excessive. Accordingly, the grid provides that the larger the recovery,

the less Canadian Class Counsel will be paid as a percentage of that recovery.

24.  In addition, the fee grid provides that Canadian Class Counsel is paid less if the action
settles early in the proceeding. There are three different time periods contemplated: (a)
settlement before a certification decision; (b) settlement after a certification decision and

before the commencement of the common issues trial; and (c) settlement after the

commencement of trial or a judgment after trial.
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25.  These different time periods are meant to reflect the resources that Canadian Class
Counsel expended in pursuing the claims and securing recovery. For instance, had the
defendants all settled the action within 30 days of its commencement in July 2011, Canadian
Class Counsel would have committed fewer resources to the action. In contrast, had the action
proceeded to a common issues trial and success achieved only through judgment, Canadian
Class Counsel would have committed an even larger amount of resources to this litigation.
The grid is meant to take into account this increasing level of resources, but uses the objective
measure of stages in the proceeding in order to determine when the next level of

compensation would be awarded.

26.  On the face of the retainer agreement, the second row of the grid would apply as there
was a certification decision in the Ontario class action in September 2012 relating to the
settlement with Poyry (Beijing) Company Limited. Applying the second level of
compensation is also consistent with the purpose of this grid, which is to acknowledge the
resources that Canadian Class Counsel has expended, including the enormous efforts involved
as stakeholders and participants in the Sino-Forest insolvency proceeding. If the second row

of the grid is applied, Canadian Class Counsel would receive fees of $19,162,500.

27. However, Canadian Class Counsel, in consultation with the plaintiffs, have decided to
request a lower amount of fees as the retainer agreement did not specifically deal with the
issue of what happens when the action is certified against one, but not all, of the defendants.
The lower amount sought is $17,846,250, which is 16.9% of the notional allocation of $105.3
million. Canadian Class Counsel and plaintiffs have agreed that a fee award that is midway
between the first and second row of compensation in the retainer agreement is fair and

reasonable in all of the circumstances at this time.
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Counsel’s Efforts In Advancing The Ontario And Québec Class Actions

28.  There has been significant progress and considerable efforts by Canadian Class
Counsel to advance the Ontario and Québec actions. The plaintiffs assert numerous common
law and statutory claims against 26 defendants resident in Ontario, New York, Hong Kong
and the People’s Republic of China. There have been approximately 17 motions and 16 orders
in respect of the claims in the Ontario and Québec action (excluding the motions and orders

exclusively in the CCAA proceeding).

29.  Canadian Class Counsel, along with insolvency counsel and counsel for the plaintiffs

in the Québec action, have taken the following steps to advance claims against the defendants:

(a) undertook a preliminary investigation of the allegations against Sino-Forest;
(b) prepared for and argued a motion for carriage of the Ontario action;
(© prepared for and argued a motion for directions in the Ontario action,

including a request for an order for substituted services, compelling insurance
information and requiring delivery of statements of defence;

(d) undertook further investigations and prepared voluminous materials for the
motion for certification of the Ontario action as a class proceeding under the
Class Proceedings Act, 1992 and the motion for leave to proceed with
statutory misrepresentation claims under the Securities Act;

(e) negotiated the litigation funding agreement between the plaintiffs in this
action and CFI and brought a motion for approval of the agreement;

® negotiated and settled with the defendant PSyry (Beijing) Company Limited
(“Péyry (Beijing)”);

(g) prepared for and argued the motions for certification for settlement purposes
and approval of the Poyry (Beijing) settlement in Ontario and Québec;

(h) obtained and reviewed evidence from Poyry (Beijing);

(i) designed and implemented a notice program and opt out process for the
Ontario and Québec actions;

)] prepared for, argued or attended approximately 26 motions and other
appearances in the Sino-Forest CCAA4 proceeding;
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(k) prepared proofs of claim in the CCAA4 proceeding for the Ontario and Québec
actions, including detailed claims submissions;

Q)] reviewed tens of thousands of Chinese and English documents in the Sino-
Forest data-room for mediation;

(m)  prepared for and attended the two-day all-party mediation in August 2012;

(n) undertook extensive negotiations over the course of more than six months in
respect of the Sino-Forest plan of compromise and restructuring (the “Plan”)
to ensure the claims in the Ontario and Québec class actions were minimally

affected, particularly as it related to non-debtor defendants;

(0) prepared for and attended at a two-day mediation with Ernst & Young in
November 2012, which resulted in a settlement;

(p) prepared for and made submissions in support of the motion to sanction the
Plan, along with responding to a motion for leave to appeal from the sanction

order by certain objectors;

(q) designed and implemented a notice program for the Ernst & Young settlement
approval hearing;

(r) prepared for and argued the motion for settlement approval of the Ernst &
Young settlement and responded to the efforts of certain objectors to appeal
the settlement approval order including a motion for leave to appeal to the
Court of Appeal, a motion to quash a purported direct appeal to the Court of
Appeal and an application for leave to the Supreme Court of Canada;

(s) began review of more than 1 million Chinese and English documents;

) have been served with responding records for the leave and certification
motion and are replying;

(u) retained U.S. bankruptcy counsel, attended in U.S. courts and designed a
notice program for U.S. investors of Sino-Forest in order to obtain recognition
of the Ernst & Young settlement in the United States;

v) moved for recognition of the Ernst & Young settlement in Québec; and

w) prepared plan of allocation to distribute the Ernst & Young settlement and
other materials for approval of the plan of allocation and the within motion.

Preliminary investigation leading to the commencement of this action

30.  The fraud allegations against Sino-Forest were made by Muddy Waters — a research
firm that also engages in short selling. The plaintiffs also conducted their own preliminary

investigation of the allegations before commencing and pursuing this action.
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31.  For this preliminary investigation, Canadian Class Counsel retained and received
advice from (i) a law firm in China (Dachen Law Firm) in relation to the various allegations
in the Muddy Waters report; (ii) Hong Kong based investigators specializing in financial
fraud who conducted extensive field work in China; (iii) accounting and damages experts; and

(iv) an legal expert who provided advice regarding Sino-Forest’s operations in Suriname.

32. As a result of these investigations, the initial statement of claim contained significant
detail, running to 92 pages. There has been further detail and amendments since that time as

information regarding Sino-Forest’s affairs has become available.

Motion for carriage of this action

33. A number of class proceedings were commenced against Sino-Forest and Ernst &
Young in response to the fraud allegations against Sino-Forest on June 2, 2011, including this
action and two other class proceedings in Ontario: Northwest & Ethical Investments L.P. v.
Sino-Forest Corporation and Smith v. Sino Forest Corporation. Kim Orr Barristers P.C. is
counsel for the plaintiffs in the Northwest action and Rochon Genova LLP is counsel for the

plaintiffs in the Smith action.

34.  As a result of the multiple class proceedings in Ontario, it was necessary for there to
be a motion to determine which of the three actions in Ontario should be permitted to proceed

and which should be stayed.

35. On January 6, 2012, the Honourable Justice Perell granted carriage to the Ontario
Plaintiffs, appointed Siskinds LLP and Koskie Minsky LLP to prosecute the Ontario class

action, and stayed the Northwest and Smith actions.
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Motion for directions (service, defences, insurance and scheduling)
36. On February 1, 2012, the plaintiffs moved for various relief, including an order:

(a) validating service of the statement of claim on W. Judson Martin, Kai Kit
Poon, Peter Wang and Poyry (Beijing);

(b) requiring the defendants to deliver statements of defence;
© requiring the defendants to provide all responsive insurance policies; and

(d) setting a timetable up to the hearing of the plaintiffs’ motions to approve
funding, for certification and for leave to commence statutory claims under
section 138.3 of the Securities Act.

37.  Service issues were addressed in advance of the motion” and the defendants agreed to
provide responsive insurance policies. However, the defendants vigorously opposed having to

deliver statements of defence or the scheduling of the motions for certification and leave.

38.  The plaintiffs succeeded in the motion. On March 26, 2012, Justice Perell ordered that
a statement of defence be delivered by any defendant that delivers an affidavit pursuant to s.
138.8(2) of the Securities Act, and set a timetable for the funding approval motion and the

leave and certification motion.

The litigation funding agreement and motion for funding approval

39.  Adverse costs in Ontario class proceedings have become significant and present a
major concern for any plaintiff advancing class claims, even if he or she is confident the
action will ultimately succeed. In this case, the adverse costs exposure for the plaintiffs could
have been enormous given the complexity of this case and the 26 defendants. Accordingly,

Canadian Class Counsel sought out a funder that would provide indemnity for adverse costs.

? Service had been a challenge on some of the defendants, particularly those resident in China. Service issues
were addressed leading up to the motion as a result of notices of intent to defend being served. Service on Poyry
(Beijing) was no longer an issue as a result of the settlement with Poyry (Beijing).
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40.  Canadian Class Counsel approached Claims Funding International (CFI) to provide
funding in this case. Through negotiations, Canadian Class Counsel was able to extract terms
that are more favourable to the class members than any other funding arrangement approved
in Canada. In exchange for the indemnity, CFI agreed to accept only 5% of net recovery up to
a maximum of $5 million, increased to 7% with a $10 million maximum if the action is
settled after a pre-trial. CFI also agreed to post security for costs, which by the time of trial
would be $6 million. This can be contrasted with the Class Proceedings Fund, which imposes
a 10% levy on a net recovery with no maximum, and with other CFI agreements that were

approved in other Ontario cases where a 7% commission is payable.

41.  Canadian Class Counsel brought a motion to approve the CFI funding agreement.
Justice Perell heard the motion on May 17, 2012 and he issued an order the same day

approving the agreement.

Motion for certification and motion for leave under the Securities Act
42.  In March and April 2012, the Ontario plaintiffs brought a motion for (a) certification
of the Ontario action as a class action under the Class Proceedings Act, 1992; and (b) leave to

proceed with statutory claims under Part XXIII.1 of the Securities Act.

43,  The plaintiffs filed motion records (5 double-sided volumes with a CD containing
another 202 documents) in support of their motions. This included

(a) an affidavit of Steven Chandler, a former senior law enforcement official in
Hong Kong who was involved in investigating Sino-Forest in China;

(b) two reports from Alan Mak, an expert in forensic accounting;

(c) an expert affidavit of Dennis Deng, a lawyer qualified to practice law in the
People’s Republic of China, and a partner in the Dacheng law firm;
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(d) an expert affidavit of Carol-Ann Tjon-Pian-Gi, a lawyer qualified to practice
in the Republic of Suriname; and

(e) an expert affidavit of Frank Torcchio setting out an estimate of damages and
opining on the efficiency of the Toronto Stock Exchange.

44, The motion was initially scheduled for November 21 to 30, 2012. However, as a result
of Sino-Forest’s insolvency and the CCAA stay of proceedings, it did not proceed as

scheduled. The motion has been rescheduled to May 2014 for seven days of hearings.

Settlement with Poyry (Beijing)

45. In March 2012, the plaintiffs in the Ontario and Québec actions reached a settlement
with Poyry (Beijing). The settlement required Poyry (Beijing) to provide documents,
information and material assistance in the prosecution of the plaintiffs’ claims against Sino-
Forest, Emst & Young and the other defendants. We relied on this information from P&yry

(Beijing) in our negotiations with Ernst & Young towards settlement.

46. On May 17, 2012, there was a motion to approve the notice of settlement approval

hearing for Poyry (Beijing).

47.  On September 21, 2012, the Ontario court heard the motion for approval of the Péyry
(Beijing) settlement and the motion for certification of this action for the purposes of the
settlement. The action was certified and the settlement was approved in Ontario on September
25, 2012. The settlement was approved in Québec on November 9, 2012. Attached as
Exhibits “C(1) and C(2)” are the order and reasons of Perell J. certifying the action and

approving settlement.

48.  Soon after the approval in Québec, there was a notice advising Securities Claimants of

the settlement approval and certification. The notice explained that any person that fell within
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the class definition and who wished to opt out was required to do so by no later than January

15,2013.

Sino-Forest’s insolvency and CCAA proceeding

49, On March 30, 2012, Sino-Forest obtained an initial order under the CCAA4, including a
stay of proceedings in respect of Sino-Forest and certain of its subsidiaries. On May 8, 2012,
following negotiations between Canadian Class Counsel and other stakeholders in the CCA4
proceeding, the stay of proceedings was extended to the other defendants in this action. The
plaintiffs did not oppose this order and in return (a) the parties entered into a tolling
agreement reflecting the delay caused by the insolvency proceeding; and (b) there was an
order permitting a settlement approval hearing and certification hearing relating to a

settlement with the defendant P6yry (Beijing).

50.  From the outset, it was apparent to Canadian Class Counsel that the CCAA4 proceeding
presented a material risk to the claims in the Ontario, Québec and New York actions, even as
it related to claims against non-debtors such as Ernst & Young LLP. For instance, it was
possible that there could be a plan of arrangement that had the effect of imposing an

unfavourable settlement of the Ontario, Québec and New York actions.

51.  Accordingly, Canadian Class Counsel were heavily involved in the CCAA4 proceeding
and took a number of steps to protect these claims. Among other things,

(a) we negotiated amendments to the Claims Procedure Order to permit the filing
of a single claim on behalf of class members persons in the Ontario, Québec
and New York actions, among other amendments;

(b) we prepared and filed proofs of claim for the Ontario and Québec actions,
including detailed claims submissions;
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() we negotiated amendments to the Plan to ensure claims of Securities
Claimants against non-debtors and Sino-Forest’s liability insurers were
preserved as far as possible and to facilitate discovery from Sino-Forest; and

(d) we negotiated access to Sino-Forest’s data-room for the purposes of
mediation of the Ontario and Québec actions.

52.  Canadian Class Counsel brought or attended 26 motions in the CCA4 proceeding, plus
an appeal and two motions for leave to appeal. The details of the CCAA4 motions are set out in
paragraph 49 of my prior affidavit for the motion to approve the Ernst & Young settlement,

attached (without exhibits) as Exhibit “D”.

All-party mediation in September 2012

53. By order dated July 25, 2012, this court ordered mediation of the claims in the Ontario

and Québec actions. There was substantial preparation for the all-party mediation.

54.  We obtained access to Sino-Forest’s data-room containing documents relating to Sino-
Forest’s operations and its dealings with its auditors. Canadian Class Counsel reviewed tens

of thousands of English and Chinese documents for the purposes of the mediation.

55.  We also had four expert opinions prepared for the mediation:

(a) our accounting and audit experts prepare two reports, based in significant part
on the new documents produced in the data-room;

b our underwriting expert provided an opinion on the standard for underwriters;
and
(©) our damages expert provided an opinion on the damages suffered by

claimants in the Ontario, Québec and New York actions.

56.  We prepared a detailed mediation brief (169 pages) divided into parts to address the
claims against different categories of defendants. There were hundreds of documents attached.

In response, there were seven mediation briefs served by various defendants.
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57.  The all-party mediation took place on September 4 and 5, 2012. It did not result in a
settlement with any of the parties. However, it provided a catalyst for further bilateral

negotiations with Ernst & Young.

Mediation and settlement with Ernst & Young

58.  In November, Emst & Young and the plaintiffs agreed to further formal mediation.

59. On November 27 and 28, 2012, Clifford Lax, Q.C. conducted the mediation, which led
to a tentative settlement as to quantum. The parties continued negotiations into the early hours
of November 29, 2012 regarding the minutes of settlement. Ultimately, in the evening of
November 29, 2012, the plaintifts and Ernst & Young finalized the minutes of settlement. The

discussions were protracted and challenging.

60.  Following the execution of the minutes of settlement, the framework for the Ernst &
Young settlement was incorporated into the Plan in exchange for Ernst & Young’s support for
the sanctioning of the Plan (which it had previously opposed vociferously). On December 3,
2012, the creditors of Sino-Forest, including Ernst & Young, overwhelmingly voted in favour

of the Plan.

Sanction of the CCAA Plan and settlement approval

61. On December 7, 2012, this court heard submissions on the sanctioning of the Sino-
Forest Plan. Three former shareholders represented by Kim Orr Barristers P.C. sought to
challenge the sanctioning of the Plan (the “Kim Orr Objectors”). Their arguments were
rejected and the court sanctioned the Plan without changes on December 10, 2012. The Kim

Orr Objectors then sought leave to appeal the sanction order to the Court of Appeal. We,
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among others, responded to the leave to appeal motion. The leave to appeal motion was

dismissed on June 26, 2013,

62.  On February 4, 2013, this court heard the plaintiffs’ motion for approval of the
settlement with Emst & Young. The Kim Orr Objectors (along with 3 other former
shareholders) opposed settlement approval. The settlement was approved over their objection
on March 20, 2013. The Kim Orr Objectors sought both leave to appeal to the Court of
Appeal and a direct appeal to the Court of Appeal. We responded to both appeal routes. The
leave to appeal motion was dismissed on June 26, 2013 and the Court of Appeal quashed the
direct appeal on June 28, 2013. The Kim Orr Objectors have sought leave to appeal to the

Supreme Court of Canada.

Counsel’s time and disbursements incurred

63.  Canadian Class Counsel and insolvency counsel have already expended more than
$8.6 million in docketed time (without HST) and more than $1.7 million in disbursements.
Canadian Class Counsel and insolvency counsel have not received any compensation in this
action. The following is a summary of counsel’s docketed time and disbursements since this

matter was opened two and half years ago in June 2011:

DOCKETED TIME
Hours Hourly Time-value
rate (avg)
Siskinds LLP
Charles M. Wright (1995) 544.10 $653.94 $355,807.50
A. Dimitri Lascaris (2004 ON); 1,704.2 $604.97 $1,030,990.00
(1992 NY)
Daniel Bach (2006 ON); (2008 1,173.70 $398.51 $467,728.00
NY)
Serge Kalloghlian (2008) 1,808.80 $306.34 $554,116.50
Sajjad Nematollahi (2012 ON); 1,167.50 $209.51 $244,607.00
(2011 NY)
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Document reviewers 4,088.3 $135.08 $552,239.50
Other lawyers, students & clerks | 2,024.70 $264.45 $535,432.00
Subtotal | 12,511.30 $3,740,920.50
Siskinds Desmeules
Sammy Elnemr 190.4 $300.00 $57,120.00
Simon Hebert 491.9 $250.00 $122,962.50
Other lawyers, students & clerks 92.5 $281.34 $26,009.50
Subtotal | 774.7 $206,092.00
Koskie Minsky LLP
Kirk M. Baert (1990) 1,429.7 $851.60 $1,217,532.00
Mark Zigler (1980) 132.2 $802.84 $106,135.00
Michael Mazzuca (1992) 218.7 $723.16 $158,154.00
Jonathan Ptak (2002) 900.8 $532.98 $480,105.00
Simon Archer (2002) 520.9 $490.02 $255,252.50
Jonathan Bida (2007) 1,851.4 $376.38 $696,837.50
Garth Myers (2012) 760.3 $208.08 $158,206.00
Other lawyers, students & clerks 1,747 $192.39 $336,239.50
Subtotal | 7,561.7 $3,408,461.50
Paliare Roland
Ken Rosenberg (1981) 517.8 $900.00 $465,975.00
Massimo Starnino (1998) 1035.8 $599.17 $620,625.00
Lindsay Scott (2011) 503.0 $356.03 $179,085.00
Other lawyers, students & clerks 219.0 $265.80 $58,211.00
Subtotal | 2,275.6 $1,323,896.00
Total Docketed Time 23,123.3 $8,679,370.00
DISBURSEMENTS
Printing & copies $95,964.03
Expert fees $629,177.11
Investigator fees $221,419.00
Foreign counsel fees (HK & US) $89,275.45
Notice costs $183,604.77
Chinese translation $128,062.60
Other disbursements $249,460.50
Taxes (where separated) $161,990.92
Total Disbursements $1,758,954.39
64.  The disbursements comprise expert fees, investigation costs, foreign counsel fees,

notice costs, Chinese translation costs and other disbursements. The expert fees include the
expenses of accounting experts, economists, a Chinese law expert, a US law expert, a

Suriname law expert and an expert on underwriting. Expert reports were prepared for various
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motions and for mediation. Investigation costs include investigations in China. Foreign

counsel costs include the cost of US bankruptcy counsel and Chinese counsel. The notice
costs relate to notice of the Emst & Young settlement approval hearing and notice of

recognition of the settlement approval order in the United States.

65. Siskinds LLP, Koskie Minsky LLP and Paliare Roland Rosenberg Rothstein LLP have
devoted a large team of lawyers to the class proceeding and insolvency proceeding. This was
necessary given the complexity of factual and legal issues and the volume of motions and
other hearings brought at the same time and often with short timelines. At the same time,
certain members of the team were often preparing for or conducting formal or informal
negotiations with various defendants, or implementing settlements in principle. Finally,
coordinating a case such as this with multiple filings, including in the US and Québec, can be
a time-consuming task but was accomplished relatively easily so as to ensure a common front

and coordination amongst all plaintiffs.

66.  For example, in the last 30 days, lawyers on our team (a) obtained recognition of the
settlement approval order in Québec; (b) worked and prepared materials to obtain recognition
of the settlement approval order in the United States (hearing scheduled for November 18,
2013); (¢) finalized materials for the claims and distribution protocol for the Ernst & Young
settlement proceeds; (d) responded to leave applications to the Supreme Court of Canada from
the plan sanction order and the settlement approval order and orders of the Court of Appeal in
respect of those orders; (e) reviewed the defendants’ responding evidence for the motion for
certification under the Class Proceedings Act, 1992 and the merits-based motion for leave to

proceed with statutory claims under the Securities Act (the records are comprised of


gmyers


-21- 88

approximately 8,900 pages of material); (f) prepared reply materials for the certification and
leave motion; (g) prepared these fee materials; and (h) prepared notice materials and

coordinated notice of this motion and the approval of distribution protocol motion.

67.  Canadian Class Counsel has also been assisted by the U.S. firm of Kessler Topaz
Meltzer & Check LLP, who are experts in United States securities law. In addition, by virtue
of its extensive experience and accomplishments in securities class actions, Kessler Topaz is
well positioned to contribute on a broad array of issues, including the selection of appropriate
consulting or testifying experts, an assessment of class damages, the review and analysis of
documentary evidence produced in the litigation, and the preparation of witnesses or counsel
for cross-examinations or examinations for discovery. Kessler Topaz has docketed time of
US$327,961.15 and disbursements of US$5,992.87. Consistent with the direction of Ontario
courts in other class proceedings, Kessler Topaz will be paid from the counsel fees awarded to
Canadian Class Counsel. In this case, Canadian Class Counsel has agreed that Kessler Topaz
will be paid from the overall fee request, as an agency fee. Accordingly, there is no additional

fee request for Kessler Topaz.

Factors In Assessing Reasonableness Of Class Counsel Fees

68.  The requested fees of Canadian Class Counsel together reflect a percentage of 16.9%
of the settlement amount notionally allocated to Canadian claims. In our view, this amount is

fair and reasonable.

69.  The prosecution of these claims has involved significant risks and the result achieved
for claims against Ernst & Young LLP was excellent in the circumstances. In particular,

(a) Canadian Class Counsel took on significant risk for claims against Ernst &
Young because of the multiple legal impediments to establishing liability and
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recovering damages against an auditor under Canadian and U.S. law — even
where there was wrongdoing;

(b) Canadian Class Counsel took on the risk of no success, while at the same time
having to devote a massive commitment of time, money and other resources
to the prosecution of this action. Canadian Class Counsel has already
committed millions of dollars in resources to this action, including 23,000
lawyer hours and out-of-pocket disbursements exceeding $1.7 million; and

(c) the settlement obtained, $117 million, is the largest auditor settlement in
Canadian history — by a factor of two.

(a) Recovery risk was very high from the outset

70.  Canadian Class Counsel were always confident that they would establish liability
against Sino-Forest and the senior insiders at Sino-Forest. However, from the outset,
establishing liability against defendants who could actually satisfy a large judgment was the

greatest risk for this litigation and thus for Canadian Class Counsel.

71. The defendants that are most culpable (Sino-Forest, Allen Chan, Kai Kit Poon and
David Horsley) are also the defendants that became insolvent (Sino-Forest), have limited
personal means (Mr. Horsley) or are individuals living in the People’s Republic of China

(Messrs. Chan and Poon), where enforcement of Canadian judgments is doubtful.

72. In contrast, while Ernst & Young may have the means to satisfy a substantial
judgment, recovery was still a major challenge. The damages recoverable from Ernst &
Young after a trial might have been less than the settlement amount. This is because Canadian
law provides many protections for auditors from liability and significant damage awards. The
result is that investors in a securities case can expect to either fail to establish any liability

against the auditor or recover only a tiny proportion of actual damages.
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conducting its audits, particularly where Ernst & Young asserts that Sino-Forest deliberately

The plaintiff would first have had to establish that Ernst & Young was liable in

-23.

misled its auditors.

74.
legal impediments in Canadian law to recovery for claims against auditors. In this case, had

the action proceeded against Ernst & Young, recoverable damages may have been minimal

Once liability was established, the plaintiffs would then have to overcome the many

despite actual damages of more than $4 billion:

75.
117 of my prior affidavit in support of approval of the Ernst & Young settlement. My prior

affidavit (without exhibits) is attached as Exhibit “D” and I repeat and adopt its contents.

76.

advanced against the other solvent defendants with the means to satisfy a large judgment.

(a)

(b)

(c)

The risks to recovering from Ernst & Young are set out in detail at paragraphs 91 to

Similar or greater challenges face Canadian Class Counsel in advancing the claims

primary market share claims against Emst & Young are limited to
approximately $78.8 million, and would be reduced further to the extent such
liability is shared among Sino-Forest, BDO Limited, the underwriters and the
individual defendants based on their respective responsibility.

secondary market (shares and notes) claims may be worth as little as $10
million (i.e. 0.25% of actual damages). Statutory Part XXIII.1 claims may
succeed, but they are subject to a low liability limit, which in this case may be
$10 million.® In contrast, common law claims (which have no limits) face
considerable difficulties. They must overcome the Supreme Court of
Canada’s decision in Hercules Managements Ltd. v. Ernst & Young LLP
(which found no duty of care for auditors in that case).

there is no statutory claim for primary market note purchases as against an
auditor. Accordingly, these claims could only have succeeded if the plaintiffs
could succeed in Ontario common law claims (which had difficulties) or
through U.S. law claims (which I understand required proof of scienter,
fraudulent intent),

3 The liability limit is lifted if the plaintiff shows Ernst & Young knew of the misrepresentations.
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(b) The high risk of prosecuting a difficult and expensive case

77. Canadian Class Counsel took on the major risk that there would be little or no
recovery from the defendants with the means to satisfy a judgment, while at the same time
having to commit an incredible amount of time, money and resources to the prosecution of
this action. Canadian Class Counsel and insolvency counsel have already expended more than

$8.6 million in docketed time (without HST) and more than $1.7 million in disbursements.

78. There are at least four reasons why this action has been and will continue to be

difficult and costly to pursue.

79.  First, this is a highly complex action and Sino-Forest is in organizational disarray.
This case relates to a multi-billion dollar alleged fraud over the course of more than four
years. | am also advised by Jonathan Bida of Koskie Minsky LLP and I believe that he
reviewed the second report of Sino-Forest’s independent committee of directors and it
indicates that Sino-Forest’s operations included 149 subsidiaries in nine (9) countries.
Compounding this complexity is the fact that Sino-Forest’s records are in disarray and

incomplete.

80.  The difficulty in mining Sino-Forest’s records and prosecuting this action is best
demonstrated by the challenges faced by Sino-Forest’s “independent committee” of its
directors (the “IC”). After the allegations of fraud in June 2011, Sino-Forest’s directors
formed the IC to investigate the allegations. They produced three reports and expended in
excess of $50 million attempting to determine the validity of the allegations. They were
unable to complete their mandate given the poor records and lack of cooperation faced in

China. We have faced and will continue to face similar challenges to advancing this case.
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81.  Second, even with proper discovery, proving the facts in this case will be unusually
difficult. Most of the key witnesses are likely in China. Their voluntary cooperation is
doubtful and the enforcement of letters rogatory by the courts of the People’s Republic of
China seems equally unlikely. Further, the documentary production in this action has already
exceeded 1 million documents, and continues to grow. Many of these documents are in
Chinese. We have retained Chinese speaking lawyers and translators to assist in reviewing
the documents. We expect to receive a substantial number of additional documents as this

action continues.

82. Third, this action raises novel and complex legal issues. This action advances various
statutory claims and common law claims that are largely untested in Canadian courts. There
has never been a trial of claims under Part XXIII.1 of the Securities Act. Its detailed
provisions that create defences and place limits on damages are uncertain and will be
contentious. There have also been few securities trials of negligent misrepresentation claims.
Further, the claims on behalf of note purchases are made more complex by the terms of the
offering memoranda. This will include legal disputes regarding the applicable law and

restrictions on the ability to advance claims.

83. Finally, this case will require extensive and expensive expert evidence. In advancing
this action, Canadian Class Counsel has already retained experts on financial accounting and
audit standards, market efficiency and damages, Chinese law, Suriname law and the standards

for underwriting due diligence. This has been tremendously costly.

84.  Canadian Class Counsel undertook these challenges at the commencement of this

action, knowing this action would be very expensive and resource intensive, all with the real
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possibility of little or no recovery after trial against the defendants who could satisfy a large

judgment.

(c) Canadian Class Counsel achieved significant success against Ernst & Young

85.  Canadian Class Counsel negotiated and extracted a settlement from Ernst & Young
that is (i) is the largest securities settlement involving a Canadian issuer, the shares of which
were not listed on a U.S. stock exchange; (ii) the largest settlement paid by a Canadian audit
firm in a securities class action; and (iii) the fifth largest paid by any audit firm in a class

action worldwide. This is discussed with detail in my prior affidavit found in Exhibit “D”.

The Quantum Of Fees Reflects The Complexity Of This Case

86.  The quantum of requested fees by Canadian Class Counsel reflects the unique
complexity and challenges of this case. The quantum of professional fees expended by Sino-
Forest’s “independent committee” of directors (the “IC”) and in the CCAA proceeding
demonstrate the complexity and enormous undertaking required in attempting to understand

Sino-Forest’s affairs and the allegations against it.

87.  The IC expended in excess $50 million in conducting their 8-month investigation of
the allegations against Sino-Forest. They produced three reports, the last of which noted that

the IC could not complete its mandate and was terminating its investigation.

88. Similarly, significant professional costs were incurred in Sino-Forest’s restructuring.
The monitor reported cash outflow for professional fees throughout the CCA4 proceeding.
From March 31, 2012 to November 2, 2012 (7 months), cash outflow in respect of
professional fees totalled $34,175,000. I am not aware of amounts for professional fees for the

3 months from November 2, 2012 to January 30, 2013, when the Plan was implemented.
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Honourarium Payment

89.  Canadian Class Counsel request an honorarium of $15,000 to be paid to Robert Wong
in recognition of his valuable assistance in the prosecution of the class action. Mr. Wong has
been a committed representative and has been engaged and offered input at every stage of the

litigation.

90.  Mr. Wong lives in Kincardine, Ontario, which is approximately 220 kilometers from
Toronto. He has met with Canadian Class Counsel in person on at least six occasions to
discuss matters relating to this action. Mr. Wong also attended the hearings of the carriage
motion and the motion to approve the Emst & Young settlement, as well as the global
mediation in September 2012. In addition, Mr. Wong was frequently in touch with Canadian
Class Counsel via email and telephone to offer his input on various matters related to this

action.

91.  Mr. Wong swore affidavits on the motions for carriage, for certification for settlement
purposes, for leave under Part XXIII.1 of the OS4, in support of a funding agreement, and on

the motion for approval of the Claims and Distribution Protocol.
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92. Mr. Wong provided useful documents and information to Canadian Class Counsel
regarding his experience visiting Sino-Forest in 2005. Mr. Wong also advised Canadian Class
Counsel regarding the funding agreement with CFI, the settlement with Péyry (Beijing)
Consulting Company Ltd., the global mediation, the mediation with Emst & Young, and
offered significant input into the proposed Claims and Distribution Protocol. Mr. Wong has
recorded the time spent fulfilling his duties as representative plaintiff, which is well in excess

of 500 hours.

SWORN BEFORE ME at the City of
London in the Province of Ontario, on -~

November 21, 2013. / /

—ra %}7 B CHARLES WRIGHT
Commissioner for TakingAffidavits

SHARLA JOAN STROOP, a Commissioner, etc.,
Province of Ontario, for Siskincs*
Barristers and Solicitors. Expires: Cctober 6, 2015
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This is Exhibit "A" mentioned
and referred to in the Affidavit
of Charles Wright, sworn
before me at the City of
London, in the Province of
Ontario, this 21* day of
November, 2013.

s L,

A Commissioner, etc.

SHARLA JOAN STROOP, a Commissioner, etc.,
Province of Ontario, for Siskincs™?
Barristers and Solicitors. Expires: Cctober 8, 2015
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE WEDNESDAY, THE

)
MR. JUSTICE MORAWETZ )
20TH DAY OF MARCH, 2013

. IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, RS.C. 1985, c. C-36, AS AMENDED

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

Court File No.: CV-11-431153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

THE TRUSTEES OF THE LABOURERS’ PENSION FUND OF CENTRAL AND
EASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF
OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING
ENGINEERS IN ONTARIO, SJUNDE AP-FONDEN, DAVID GRANT and ROBERT
WONG

Plaintiffs
-and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (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) LL.C and MERRILL LYNCH,
PIERCE, FENNER & SMITH INCORPORATED (successor by merger to Banc of
America Securities LL.C)

Defendants
ORDER
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THIS MOTION made by the Ad Hoc Committee of Purchasers of the Applicant’s
Securities, including the plaintiffs in the action commenced against Sino-Forest Corporation
(“Sino-Forest” or the “Applicant”) in the Ontario Superior Court of Justice, bearing (Toronto)
Court File No. CV-11-431153-00CP (the “Ontario Plaintiffs” and the “Ontario Class Action”,
respectively), in their own and proposed representative capacities, for an order giving effect to
the Emst & Young Release and the Emnst & Young Settlement (as defined in the Plan of
Compromise and Reorganization of the Applicant under the Companies’ Creditors Arrangement
Act (“CCAA”) dated December 3, 2012 (the “Plan”) and as provided for in section 11.1 of the
Plan, such Plan having been approved by this Honourable Court by Order dated December 10,
2012 (the “Sanction Order”)), was heard on February 4, 2013 at the Court House, 330 University

Avenue, Toronto, Ontario.

WHEREAS the Ontario Plaintiffs and Emst & Young (as defined in the Plan) entered
into Minutes of Settlement dated November 29, 2012.

AND WHEREAS this Honourable Court issued the Sanction Order approving the Plan
containing the framework and providing for the implementation of the Emst & Young
Settlement and the Ernst & Young Release, upon further notice and approval;

AND WHEREAS the Supervising CCAA Judge in this proceeding, the Honourable
Justice Morawetz, was designated on December 13, 2012 by Regional Senior Justice Then to
hear this motion for settlement approval pursuant to both the CCAA and the Class Proceedings
Act, 1992;

AND WHEREAS this Honourable Court approved the form of notice and the plan for
distribution of the notice to any Person with an Ernst & Young Claim, as defined in the Plan, of
this settlement approval motion by Order dated December 21, 2012 (the “Notice Order™);

AND ON READING the Ontario Plaintiffs’ Motion Record, including the affidavit and
supplemental affidavit of Charles Wright, counsel to the plaintiffs, and the exhibits thereto, the
affidavit of Joe Redshaw and the exhibits thereto, the affidavit of Frank C. Torchio and the
exhibits thereto, the affidavit of Serge Kalloghlian and the exhibits thereto, the affidavit of Adam
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Pritchard and the exhibits thereto, and on reading the affidavit of Mike P. Dean and the exhibits
thereto, and on reading the affidavit of Judson Martin and the exhibits thereto and on reading the
Responding Motion Record of the Objectors to this motion (Invesco Canada Ltd., Northwest &
Ethical Investments L.P., Comité Syndical National de Retraitc Bétirente Inc., Matrix Asset
Management Inc, Gestion Férique and Montrusco Bolton Investments) including the affidavits of
Eric J. Adelson and the exhibits thereto, Daniel Simard and the exhibits thereto and Tanya J.
Jemec, and the exhibits thereto, and on reading the Responding Motion Record of Poyry
(Beijing) Consulting Company Limited including the affidavit of Christina Doria, and on reading
the Fourteenth Report, the Supplement to the Fourteenth Report and the Fifteenth Report of FTI
Consulting Canada Inc., in its capacity as Monitor of the Applicant (in such capacity, the
“Monitor”) dated January 22 and 28, 2013 and February 1, 2013 including any notices of
objection received, and on reading such other material, filed, and on hearing the submissions of
counsel for the Ontario Plaintiffs, Emst & Young LLP, the Ad Hoc Committee of Sino-Forest
Noteholders, the Applicant, the Objectors to this motion, Derek Lam and Senith Vel
Kanagaratnam, the Underwriters, (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)), BDO Limited, the
Monitor and those other parties present, no one appearing for any other party although duly

served and such other notice as required by the Notice Order,

Sufficiency of Service and Definitions
1. THIS COURT ORDERS that the time for service and manner of service of the Notice of
Motion and the Motion Record and the Fourteenth Report, the Supplement to the Fourteenth
Report and the Fifteenth Report of the Monitor on any Person are, respectively, hereby
abridged and validated, and any further service thereof is hereby dispensed with so that this
Motion was properly returnable February 4, 2013 in both proceedings set out in the styles of

cause hereof.
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THIS COURT ORDERS that capitalized terms not otherwise defined in this order shall

have the meanings attributed to those terms in the Plan,

. THIS COURT FINDS that all applicable parties have adhered to, and acted in accordance

with, the Notice Order and that the procedures provided in the Notice Order have provided
good and sufficient notice of the hearing of this Motion, and that all Persons shall be and are
hereby forever barred from objecting to the Ernst & Young Settlement or the Emnst &

Young Release.

Representation

4.

THIS COURT ORDERS that Ontario Plaintiffs are hereby recognized and appointed as
representatives on behalf of those Persons described in Appendix “A” hereto (collectively,
the “Securities Claimants™) in these insolvency proceedings in respect of the Applicant (the
“CCAA Proceedings™) and in the Ontario Class Action, for the purposes of and as
contemplated by section 11.1 of the Plan, and more particularly the Emst & Young
Settlement and the Emnst & Young Release.

THIS COURT ORDERS that Koskie Minsky LLP, Siskinds LLP and Paliare Roland
Rosenberg Rothstein LLP are hereby recognized and appointed as counsel for the Securities
Claimants for all purposes in these proceedings and as contemplated by section 11.1 of the
Plan, and more particularly the Ernst & Young Settlement and the Ernst & Young Release
(“CCAA Representative Counsel”).

THIS COURT ORDERS that the steps taken by CCAA Representative Counsel pursuant
to the Orders of this Court dated May 8, 2012 (the “Claims Procedure Order™) and July 25,
2012 (the “Mediation Order”) are hereby approved, authorized and validated as of the date
thereof and that CCAA Representative Counsel is and was authorized to negotiate and
support the Plan on behalf of the Securities Claimants, to negotiate the Emst & Young
Settlement, to bring this motion before this Honourable Court to approve the Ernst & Young
Settlement and the Emst & Young Release and to take any other necessary steps to
effectuate and implement the Ernst & Young Settlement and the Emst & Young Release,
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including bringing any necessary motion before the court, and as contemplated by section
11.1 of the Plan.

Approval of the Settlement & Release

| 7. THIS COURT DECLARES that the Emst & Young Settlement and the Emst & Young
Release are fair and reasonable in all the circumstances and for the purposes of both
proceedings.

8. THIS COURT ORDERS that the Emst & Young Settlement and the Ernst & Young
Release be and hereby are approved for all purposes and as contemplated by s. 11.1 of the
Plan and paragraph 40 of the Sanction Order and shall be implemented in accordance with
their terms, this Order, the Plan and the Sanction Order.

9. THIS COURT ORDERS that this Order, the Emst & Young Settlement and the Emst &
Young Release are binding upon each and every Person or entity having an Emnst & Young
Claim, including those Persons who are under disability, and any requirements of rules
7.04(1) and 7.08(4) of the Rules of Civil Procedure, RR.O. 1990, Reg. 194 are dispensed
with in respect of the Ontario Class Action.

Payment, Release, Discharge and Channelling

10. THIS COURT ORDERS that upon satisfaction of all the conditions specified in section
11.1(a) of the Plan, Emst & Young shall pay CDN $117,000,000 (the “Settlement Fund”)
into the Settlement Trust (as defined in paragraph 16 below) less any amounts paid in
advance as set out in paragraph 15 of this order or the Notice Order.

11. THIS COURT ORDERS that upon receipt of a certificate from Ernst & Young confirming
it has paid the Settlement Fund to the Settlement Trust in accordance with the Ernst &
Young Settlement as contemplated by paragraph 10 of this Order and upon receipt of a
certificate from the trustee of the Settlement Trust confirming receipt of such Settlement
Fund, the Monitor shall deliver to Ernst & Young the Monitor’s Emst & Young Settlement
Certificate (as defined in the Plan) substantially in the form attached hereto as Appendix
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“B”. The Monitor shall thereafter file the Monitor’s Ernst & Young Settlement Certificate
with the Court,

12. THIS COURT ORDERS that pursuant to the provisions of section 11.1(b) of the Plan,

a. upon receipt by the Settlement Trust of the Settlement Fund, all Emst &
Young Claims, including but not limited to the claims of the Securities
Claimants, shall be fully, finally, irrevocably and forever compromised,
released, discharged, cancelled, barred and deemed satisfied and extinguished

as against Emst & Young in accordance with section 11.1(b) of the Plan;

b. on the Emst & Young Settlement Date, section 7.3 of the Plan shall apply to
Ernst & Young and the Ernst & Young Claims mutatis mutandis;

c. upon receipt by the Settlement Trust of the Settlement Fund, none of the
plaintiffs in the Class Actions or any other actions in which the Emst &
Young Claims could have been asserted shall be permitted to claim from any
of the other defendants that portion of any damages, restitutionary award or
disgorgement of profits that corresponds with the liability of Ernst & Young,
proven at trial or otherwise, that is the subject of the Emst & Young
Settlement (“Ernst & Young’s Proportionate Liability”);

d. upon receipt by the Settlement Trust of the Settlement Fund, Emst & Young
shall have no obligation to participate in and shall not be compelled to
participate in any disputes about the allocation of the Settlement Fund from
the Settlement Trust and any and all Emst & Young Claims shall be
irrevocably channeled to the Settlement Fund held in the Settlement Trust in
accordance with paragraphs 16 and 17 of this order and the Claims and
Distribution Protocol defined below and forever discharged and released
against Ernst & Young in accordance with paragraph 12(a) of this order,
regardless of whether the Claims and Distribution Protocol is finalized as at
the Emst & Young Settlement Date;


gmyers

gmyers


103

e. on the Emst & Young Settlement Date, all Class Actions, as defined in the
Plan, including the Ontario Class Action shall be permanently stayed as

against Emst & Young; and

f. on the Emst & Young Settlement Date, the Ontario Class Action shall be
dismissed against Emnst & Young.

13. THIS COURT ORDERS that on the Ernst & Young Settlement Date, any and all claims
which Emnst & Young may have had against any other current or former defendant, or any
affiliate thereof, in the Ontario Class Action, or against any other current or former
defendant, or any affiliate thereof, in any Class Actions in a jurisdiction in which this order
has been recognized by a final order of a court of competent jurisdiction and not subject to
further appeal, any other current or former defendant’s insurers, or any affiliates thereof, or
any other Persons who may claim over against the other current or former defendants, or
any affiliate thereof, or the other current or former defendants’ insurers, or any affiliate
thereof, in respect of contribution, indemnity or other claims over which relate to the
allegations made in the Class Actions, are hereby fully, finally, irrevocably and forever
compromised, released, discharged, cancelled, barred and deemed satisfied and
extinguished.

14. THIS COURT ORDERS that nothing in this order shall fetter the discretion of any court to
determine Emnst & Young’s Proportionate Liability at the trial or other disposition of an
action for the purposes of paragraph 12(c) above, whether or not Ernst & Young appears at
the trial or other disposition (which, subject to further order of the Court, Ernst & Young has
no obligation to do) and Emst & Young’s Proportionate Liability shall be determined as if
Ernst & Young were a party to the action and any determination by the court in respect of
Emst & Young’s Proportionate Liability shall only apply in that action to the proportionate
liability of the remaining defendants in those proceedings and shall not be binding on Ernst
& Young for any purpose whatsoever and shall not constitute a finding against Ernst &

Young for any purpose in any other proceeding.

15. THIS COURT ORDERS that the Ontario Plaintiffs shall incur and pay notice and

administration costs that are incurred in advance of the Emst & Young Settlement Date, as a
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result of an order of this Honourable Court, up to a maximum of the first $200,000 thereof
(the “Initial Plaintiffs’ Costs”), which costs are to be immediately reimbursed from the
Settlement Fund after the Emst & Young Settlement Date. Emst & Young shall incur and
pay such notice and administration costs which are incurred in advance of the Erst &
Young Settlement Date, as a result of an order of this Honourable Court, over and above the
Initial Plaintiffs’ Costs up to a maximum of a further $200,000 (the “Initial Ernst & Young
Costs™). Should any costs in excess of the cumulative amount of the Initial Plaintiffs’ Costs
and the Initial Emst & Young Costs, being a total of $400,000, in respect of notice and
administration as ordered by this Honourable Court be incurred prior to the Ernst & Young
Settlement Date, such amounts are to be borne equally between the Ontario Plaintiffs and
Emst & Young. All amounts paid by the Ontario Plaintiffs and Ernst & Young as provided
herein are to be deducted from or reimbursed from the Settlement Fund after the Ernst &
Young Settlement Date. Should the settlement not proceed, the Ontario Plaintiffs and Emst
& Young shall each bear their respective costs paid to that time.

Establishment of the Settlement Trust

16.

17.

18.

THIS COURT ORDERS that a trust (the “Settlement Trust”) shall be established under
which a claims administrator, to be appointed by CCAA Representative Counse! with the
consent of the Monitor or with approval of the court, shall be the trustee for the purpose of
holding and distributing the Settlement Fund and administering the Settlement Trust.

THIS COURT ORDERS that after payment of class counsel fees, disbursements and taxes
(including, without limitation, notice and administration costs and payments to Claims
Funding International) and upon the approval of a Claims and Distribution Protocol, defined
below, the entire balance of the Settlement Fund shall, subject to paragraph 18 below, be
distributed to or for the benefit of the Securities Claimants for their claims against Emst &
Young, in accordance with a process for allocation and distribution among Securities
Claimants, such process to be established by CCAA Representative Counsel and approved
by further order of this court (the “Claims and Distribution Protocol™).

THIS COURT ORDERS that notwithstanding paragraph 17 above, the following

Securities Claimants shall not be entitled to any allocation or distribution of the Settlement
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Fund: any Person or entity that is as at the date of this order a named defendant to any of
the Class Actions (as defined in the Plan) and their past and present subsidiaries, affiliates,
officers, directors, senior employees, partners, legal representatives, heirs, predecessors,
successors and assigns, and any individual who is a member of the immediate family of the
following Persons: Allen T.Y, Chan ak.a. Tak Yuen Chan, W. Judson Martin, Kai Kit
Poon, David J. Horsley, William E. Ardell, James P. Boland, James M.E. Hyde, Edmund
Mak, Simon Murray, Peter Wang, Garry J. West, Albert Ip, Alfred C.T. Hung, George Ho
and Simon Yeung. For greater certainty, the Emst & Young Release shall apply to the

Securities Claimants described above.

19. THIS COURT ORDERS that the fees and costs of the claims administrator and CCAA

Representative Counsel shall be paid out of the Settlement Trust, and for such purpose, the
claims administrator and the CCAA Representative Counsel may apply to the court to fix
such fees and costs in accordance with the laws of Ontario governing the payment of

counsel’s fees and costs in class proceedings.

Recognition, Enforcement and Further Assistance
20. THIS COURT ORDERS that the Court in the CCAA proceedings shall retain an ongoing

21.

supervisory role for the purposes of implementing, administering and enforcing the Emst &
Young Settlement and the Ernst & Young Release and matters related to the Settlement
Trust including any disputes about the allocation of the Settlement Fund from the Settlement
Trust. Any disputes arising with respect to the performance or effect of, or any other aspect
of, the Emst & Young Settlement and the Emst & Young Release shall be determined by
the court, and that, except with leave of the court first obtained, no Person or party shall
commence or continue any proceeding or enforcement process in any other court or tribunal,
with respect to the performance or effect of, or any other aspect of the Emst & Young
Settlement and the Ernst & Young Release.

THIS COURT ORDERS that the Ontario Plaintiffs and Ernst & Young with the assistance
of the Monitor, shall use all reasonable efforts to obtain all court approvals and orders
necessary for the implementation of the Ernst & Young Settlement and the Emst & Young
Release and shall take such additional steps and execute such additional agreements and
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documents as may be necessary or desirable for the completion of the transactions

contemplated by the Emst & Young Settlement, the Ernst & Young Release and this order.

THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or the United States or
elsewhere, to give effect to this order and to assist the Applicant, the Monitor, the CCAA
Representative Counsel and Emst & Young LLP and their respective agents in carrying out
the terms of this order. All courts, tribunals, regulatory and administrative bodies are hereby
respectfully requested to make such orders and to provide such assistance to the Applicant,
the Monitor as an officer of this Court, the CCAA Representative Counsel and Ernst
&Young LLP, as may be necessary or desirable to give effect to this order, to grant
representative status to the Monitor in any foreign proceeding, or to assist the Applicant, the
Monitor, the CCAA Representative Counsel and Ernst & Young LLP and their respective
agents in carrying out the terms of this order.

THIS COURT ORDERS that each of the Applicant, the Monitor, CCAA Representative
Counsel and Ernst & Young LLP be at liberty and is hereby authorized and empowered to
apply to any court, tribunal, regulatory or administrative body, wherever located, for the
recognition of this order, or any further order as may be required, and for assistance in

carrying out the terms of such orders.

THIS COURT ORDERS that the running of time for the purposes of the Emst & Young
Claims asserted in the Ontario Class Action, including statutory claims for which the
Ontario Plaintiffs have sought leave pursuant to Part XXIII.1 of the Ontario Securities Act,
R.S.0. 1990, c. S-5 and the concordant provisions of the securities legislation in all other
provinces and territories of Canada, shall be suspended as of the date of this order until
further order of this CCAA Court.

THIS COURT ORDERS that in the event that the Ermnst & Young Settlement is not
completed in accordance with its terms, the Ernst & Young Settlement and paragraphs 7-14
and 16-19 of this order shall become null and void and are without prejudice to the rights of
the parties in the Ontario Class Action or in any proceedings and any agreement between the
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parties incorporated into this order shall be deemed in the Ontario Class Action and in any

proceedings to have been made without prejudice.

ENTERED AT / INSCRIT A TORONTO /ﬁ' : /

ON / BOOK NO:
LE / DANS LE REGISTRE NO Morawetz,J.

MAR 2 8 2013
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APPENDIX “A” TO SETTLEMENT APPROVAL ORDER
DEFINITION OF SECURITIES CLAIMANTS

“Securities Claimants™” are all Persons and entities, wherever they may reside, who
acquired any securities of Sino-Forest Corporation including securities acquired in the primary,

secondary and over-the-counter markets.
For the purpose of the foregoing,

“Securities” means common shares, notes or other sccurities defined in the Securities
Act, R.S.0. 1990, c. 8.5, as amended.
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APPENDIX “B” TO SETTLEMENT APPROVAL ORDER
MONITOR’S ERNST & YOUNG SETTLEMENT CERTIFICATE

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 AND
ARRANGEMENT OF SINO-FOREST CORPORATION

Court File No.: CV-11-431153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

THE TRUSTEES OF THE LABOURERS’ PENSION FUND OF CENTRAL AND
EASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF
OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING
ENGINEERS IN ONTARIO, SJUNDE AP-FONDEN, DAVID GRANT and ROBERT
WONG

Plaintiffs
-and —

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (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
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All capitalized terms not otherwise defined herein shall have the meanings ascribed
thereto in the Order of the Court dated March 20, 2013 (the “Ermnst & Young Settlement
Approval Order”) which, inter alia, approved the Emst & Young Settlement and the Emst &
Young Release and established the Settlement Trust (as those terms are defined in the plan of
compromise and reorganization dated December 3, 2012 (as the same may be amended, revised
or supplemented in accordance with its terms, the “Plan™) of Sino-Forest Corporation (“SFC”),
as approved by the Court pursuant to an Order dated December 10, 2012).

Pursuant to section 11.1 of the Plan and paragraph 11 of the Ernst & Young Settlement
Approval Order, FTI Consulting Canada Inc. (the “Monitor”) in its capacity as Court-appointed
Monitor of SFC delivers to Ernst & Young LLP this certificate and hereby certifies that:

1. Emst & Young has confirmed that the settlement amount has been paid to the

Settlement Trust in accordance with the Emst & Young Settlement;

2. M, being the trustee of the Settlement Trust has confirmed that such settlement

amount has been received by the Settlement Trust; and
3. The Emst & Young Release is in full force and effect in accordance with the Plan.
DATED at Toronto this ___ day of ,2013.

FTI CONSULTING CANADA INC. solely
in its capacity as Monitor of Sino-Forest
Corporation and not in its personal capacity

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

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

CORPORATION

THE TRUSTEES OF THE LABOURERS’ PENSION FUND OF
CENTRAL AND EASTERN CANADA. et al.

Plaintiffs

SINO-FOREST CORPORATION, et al.

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

Defendants  court File No. CV-11-431153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

Proceeding commenced at Toronto

ORDER

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
250 UNIVERSITY AVENUE, SUITE 501

TORONTO, ON MS5H 3E5

KEN ROSENBERG (LSUC NoO. 21102H)
MASSIMO STARNINO (LSUC No. 41048G)

TEL: 416-646-4300 / FAX: 416-646-4301

KOSKIE MINSKY LLP

900-20 QUEEN STREET WEST, BOX 52
TORONTO ON MSH 3R3

KIRK M. BAERT (LSUC No. 309420)
TEL: 416-595-2117 / FAX: 416-204-2889
JONATHAN PTAK (LSUC No. 45773F)
TEL: 416-595-2149 / FAX: 416-204-2903

SISKINDS LLP

680 WATERLOO STREET, P.O. Box 2520
LONDON ON N6A 3V8

CHARLES M. WRIGHT (LSUC No. 36599Q)
TEL: 519-660-7753 / FAX: 519-660-7754

A. DIMITRI LASCARIS (LSUC NO. 50074A)
TEL: 519-660-7844 / FAX: 519-660-7845

LAWYERS FOR AN AD HOC COMMITTEE OF
PURCHASERS OF THE APPLICANT’S SECURITIES
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This is  Exhibit  "B(1)"
mentioned and referred to in the
Affidavit of Charles Wright,
sworn before me at the City of
London, in the Province of
Ontario, this 21% day of
November, 2013.

7

A fommissioner, etc.

SHARLA JOAN STROOP, a Commissioner, efc.,
Province of Ontario, for Siskinds'?
Barristers and Solicitors. Expires: Cctober 8, 2015
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CONTINGENCY FEE RETAINER AGREEMENT

BETWEEN:

ROBERT WONG

herein called the “Client”
OF THE FIRST PART

- and -

SISKINDS LLP and KOSKIE MINSKY LLP
herein called the “Class Counsel”
OF THE SECOND PART
Proceeding under the Class Proceedings Act, 1992
RECITALS

Robert Wong (the “Client”™) hereby retains Siskinds LLP and Koskie Minsky LLP to
commence an action against Sino-Forest Corporation, Ernst & Young LLP, Péyry (Beijing)
Consulting Company Limited, Credit Suisse Securities (Canada), Inc.. TD Securities Inc..
Dundec Securities Corporation, RBC Dominion Sccurities Ine., Scotia Capital [ne., CIBC
World Markets Inc., Merill Lynch Canada Inc., Canaccord Financial Ltd.. Maison
Placements Canada Inc., Banc of America Securities LLC, Credit Suisse (USA) Inc., Credit
Suisse Sccuritics (USA) LLC, Haywood Sccurities Inc., Merrill Lynch, Pierce, Fenner &
Smith Incorporated. UBS Securities Canada Inc.. certain of Sino-Forest’s senior officers or
directors and any other parties who may have potential liability in respect of Sino-Forest's
public disclosure, 1o seek 1o have such action certified as a class proceeding, and to take all

necessary steps to prosceute the action.

The Client acknowledges and understands that Class Counsel will be paid fees in the
Action (defined below) only in the event of success. The Client’s agreement with Class
Counsel in respect of class counsel fees and disbursements is set out below, and the Client
understands that the agrecment shall not have any force and effect, unless approved by the

Superior Court of Justice pursuant to the Clasy Proceedings Aci, 1992
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The Client acknowledges and agrees that Class Counsel fees and disbursements owing
under this agreement are a first charge on any Recovery (defined below) in the Action, which
includes any amount actually recovered by an award, judgment, scttlement, or otherwise,
including any amounts awarded or paid in any assessment of damages or other process
ordered by the Court, excluding any amounts separately identified or specitied as costs and/or

dishursements.
DEFINITIONS

L For the purpose of this agreement, the following words shall have the meanings set out

below:

(1) “Acr” means the Class Proceedings Act, 1992, 5.0, 1992, ¢. 6, as amended:

{(by  *Action™ means an action commenced in the Ontario Superior Court ot Justice
in Toronto against Sino-Forest Corporation, bmst & Young LLP. Poyry
(Beijing) Consulting Company Limited and certain of Sino-Forest’s senior
officers or directors or any similarly constituted action to be commenced. The
issued notice of action is attached as Schedule A;

{c) “Base Fee” means an amount calculated by multiplying the Usual Hourly
Rates by the number of hours expended by each person in relation to the
Action;

(dy  “Class™ means the class asserted from time 1o time in the Action including any
subelass:

(¢)  “Common Issues™ meuns the common issues of fact or law as approved by the
Court in the Action;

H “Court™ means the Ontario Superior Court of Justice:
(g)  “CPF” means the Class Proceedings Fund:

(h) “Defendants”™ mean the defendants to the Action at any given time and in
particular include Sino-Forest Corporation, Lrnst & Young LLP, Poyry
(Beijing) Consulting Company Limited, Credit Suisse Securities (Canada),
Inc., TD Securitics Inc., Dundee Secuwrities Corporation, RBC Dominion
Securities Inc., Scotia Capital Inc., CIBC World Markets Inc., Merill Lynch
Canada Inc.. Canaccord Financial Lid,, Maison Placements Canada Inc..
certain of Sino-Forest's senior officers or directors and any other parties whom
Class Counsel identify as having potential legal liability in respect of the
transacuons;
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23
(i) “Fee Agreement” means a  written agreement between a  proposed
representative plaintiti and counsel respecting fees and disbursements;
) “Recovery” means the amount actually recovered by award, judgment,

settlement or otherwise. including any amounts awarded or paid in any
assessment ol damages or other process ordered by the Court, excluding any
amount separately identified or specified as costs and/or disbursements;

k) *Sino-Forest™ means Sino-Forest Corporation;

1) “Success” means judgment or award in favour of some or all Class members
or a settlement that benefits some or all of the Class members; and

{m)  “Usual Hourly Rates™ means the usual hourly rates charged from time to time
by Class Counsel, their pariners, associates and persons emploved by their law
firms, and all other persons in any other faw firms involved in the Action,

THE PARTIES AGREE AS FOLLOWS:

SCHEDULES FORM PART OF THIS AGREEMENT

2 The parties agree that the schedules to this agreement shall form part of this

agreement.
EFFECTIVE DATE
3 This agreement shall be effective as of the date it has been executed by all parties.

RETAINER OF CLASS COUNSEL
4. The Chient has retained and authorized Class Counsel to:
(a) act as counsel for them (in their capacity as trustees) and for the Class in the
Action, in the prosecution and trial of the Common Issues, including any and

all appeals. and in the assessment of and recovery of damages:

(b)y  take all steps in and in relation to the Action which they consider necessary,
including adding any other defendants;

(¢) use such persons and resources from their firms or any other firms as they
consider necessary and their services shall be deemed to be provided as

members of Class Counsel’s law firms; and

() consult, retain and engage all experts, consultants and other persons they
consider necessary.
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NEGOTIATIONS

5. The Client hereby authorizes Class Counsel. in their discretion, to enter into
negotiations with any or all ot the Defendants for the purpose of reaching a settiement.
The Client understands that any settlement affecting the Class is subject o approval of
the Court. The Client agrees and acknowledges that any negotiations are for the
purpose of reaching a settlement of the claims of the Class, not simply the individual
claims of the Client.  Class Counsel agree to advise Client of any settlement

negotiations and also to seek Client’s consent betore settling any claims in this Action.

6. In the event the Chient chooses 10 settle their respective individual claims without
settling the claims of the Class, the Client expressly agrees and acknowledges that
Class Counsel is permitted (o be retained by another member of the Class to assert the
claims on behalt of the Class. In such event, privileged communications between
Class Counsel and the Client made for the purpose of advancing the claims of the
Class and Class Counsel’s work product created for the purpose of advancing the
claims of the Class may be disclosed to the new plaintitf and may be used on behalf of

and for the benelit of the Class.
USUAL HOURLY RATES

7. The current Usual Hourly Rates of Class Counsel and some, but not all, of the persons
who will provide professional services in relation to the Action are set out in Schedule
B to this agreement. The Usual Hourly Rates are the current usual hourly rates charged

by Class Counsel on other class action matters.

8. Class Counsel and all other persons providing professional services may, from time to
time, increase their Usual Hourly Rates for the purposes of this agreement if done in
the usual and ordinary course of their businesses. Increases will be communicated to

Client sixty (60) days prior to taking effect.

CLASS COUNSEL’S FEES AND DISBURSEMENTS
9. Whether or not Success is achieved in the Action, Class Counsel shall be paid all costs

recovered in the Action from the Defendants, irrespective of the scale, including any
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disbursements, applicable taxes and any interest payable thereon and any other amount

paid by the Defendants as costs. Class Counsel are authorized to settle the amount of

costs awarded on any motion, appeals or the trial of the Common Issues.

Except for any costs paid to Class Counsel as provided in paragraph 9 above, Class

Counsel shall only be paid its fees upon achieving Success in the Action, whether by

obtaining judgment on any of the Common Issues in favour of some or all Class

members or by obtaining a settlement that benefits one or more of the Class members.

The fees shall be paid by a lump sum payment to the extent possible, or (if a lump sum

payment is not possible) by pertodic payments, out of the proceeds of any judgment.

order or setdement awarding or providing monetary relief, damages. interest or costs

1o the Class or any Class member.,

In the event of Success, Class Counsel shall be paid an amount equal to

(a)

any disbursements not already paid to Class Counsel by the Defendants as

costs plus applicable taxes and interest thereon in accordance with s. 33(7)(¢)

of the Acr: plus

(b)

(HST) where the applicable percentage rate shall be as follows:

an amount equal to a pereentage of Recovery plus Harmonized Sales Tax

For the first $20
million ol any
Recovery

For the portion
of the Recovery
baetween 520
millton and 340
million

Far the portion
of the Recovery
between 340
mithion and $60

| million

For the portion
of the Recovery
in excess of $60
million

It the Action is setted or
there is judegment before
the  Court  renders 2
decision on a centification
maotion

twenty-five
percent (25%

twenty percent
(20%)

fifteen percent
(15%)

fen
{10%)

percent

of the Common  Issues

If the Action is settled or | twenty-seven brenty-two seventeen and | twebve and a
there is judgment afier the [ and  » half | and  a half | a half pereent | half  percent
Court renders a decision | percent ! percent (17.5%) (12.5%)

an @ certification motion | (27.5%) (22.5%)

and before the

commencement  of  the

Commion {ssues irial;

If the Action is settled | thirty percent | (wenty-five twenty percent | fifteen percent
after the commencement | (30.0%:) percent (20.0%) {15.0%:)
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trial or is determined by ] {25.0%) !
Tudgment atter the teial, f !

A,
12, Class Counsel may make any motion for the approval of their fees. The amount to be

paid for Class Counsel fees s in the sole discretion of the Court considering fee

approval.

13, Class Counsel and the Client understand that if the Court orders that the Client pay
some portion of the costs incurred by the defendants in this litigation while Siskinds
LLP is counsel of record, in the absence of funding, Siskinds LLP will indemnify the
Client against any such award and the Client will not personally have to satisty such
an award. In consideration for such indemnification, cach of the percentage rates

under paragraph 11{b) above shall be increased by five percent (5.0%).

FUNDING FROM THE CLASS PROCEEDINGS FUND

14, The Client acknowledges that:

(a) Class Counsel, on their behalf., may apply for {inancial support from the CPF
o a third party financer:

(by  as aresul, if provided, the CPF or a third party financer may advance payment
for some disbursements or indemnify the Client and other plaintiffs for any
(&d‘v‘CI’SC cost award;

(©) in consideration for the CPF providing financial support and indemnification
of the Client or other plaintiffs,

(1) the CPF would be entitled to a ten percent (10%) levy of the amount of
the award or scttlement funds, if any, to which one or more persons in
the Class is entitled. plus the repayment of any financial support
received {rom the CPF; and

{ity  there s a charge on any award or settlement fund in favour of the CPF
for the amounts referred to in (b) and (¢); and

) in the event a third party financer provides financial support and/or an
indemnitication of the Client or other plaintiffs, it is highly likely that the third
party {inancer would seek entitlement to a percentage of the amount of the
award or settlement funds, if any. to which one or more persons in the Class is
entitled and possible the repayment of any financial support received. and that
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such percentage could range from five to ten percent (3% to 10%) of

Recovery.
15, The Chlient acknowledges and agrees that Class Counsel may seek  direct
reimbursement for disbursements or the payment of adverse cost awards from the CPF

or a third party funder.

DISBURSEMENTS

16, From any Recovery, the Class shall pay Class Counsel for all disbursements they
reasonably incur in and in relation to the Action and any other action authorized by
this agreement. Recoverable disbursements shall include all amounts reasonably
incurred in connection with the Action, the trial of the Common Issues, the settlement
of the Action, the assessment of and recovery of damages for the Class members, or
any appeals relating 1o or arising out of the Action and any other action commenced,
including but not limited to expenses incurred for investigation, court fees,
duplication, wavel. including business class travel. lodging, long distance telephone
calls, the cost ot a toll-free telephone line, the cost of specialized computer equipment
and management systems software, computer consultants, public relations consultants,
website(s), courier, postage, telecopier, imaging, including the cost of imaging for file
closing purposcs, and all services provided to Class Counsel by consultants, experts

and agents retained by or at the direction of Class Counscl.

17. Except as provided in paragraphs 9 and 16 above, the Client will have no liability or
obligation for the legal fees, htigation expenses or disbursements of Class Counsel,
inchuding, without limitation, the fees, expenses and disbursements of third parties

retained by Class Counsel pursuant 10 paragraph 4 above or otherwise.

CLIENT’S OBLIGATION TO THE CLASS

18, The Client acknowledges the obligation to act in the best interests of the Class and that
Class Counsel are not obbged to follow instructions from the Client which are not in
the best interests of the Class. In the event of a disagreement between the Client and
Class Counsel concerning whether certain instructions are in the best interests of the

Class, the matter shall be submitted to the Court. or for arbitration.
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19.  The Client will cooperate in the prosecution of this Action, including attending for any
oral examinations if required. Class Counsel agree to reimburse Client for any costs
(e.g., travel. lodging) ncurred as a result of Client attending court proceedings or

sitting for vral examinations, i’ and when such attendance or sitting is required.

20.  The Client will ensure that any document refating to its transactions in securities of
Sino-Forest Corporation, including electronic records such as email, have been set

aside and protected from destruction.

TERMINATION OF AGREEMENT

21, If the Client or Class Counsel wish to terminate their relationship, the Client or Class

Counsel will forthwith move to the Court for directions.

22. Fhe Client acknowledges that Class Counsel will incur significant time and financial
risk in the conduct and carriage of the Action and any other action they commence in
that the fees and disbursements (apart from costs recovered and those paid by CPF ora
third party financer) are payable only upon Success and enly out of the Recovery. In
the event that the Client engages another lawyer to act in the Action or otherwise
terminates this agreement and the Action and/or any other action is a Success, in
whole or in part, Class Counsel shall be paid fees and disbursements in accordance
with the terms of this agreement as if Success was achieved or, if this agreement is not

approved, in such manner as the Court directs.
CONFIDENTIALITY

23, The Cliemt acknowledges being advised that the communications between Class
Counsel and the Client relating to the claims of the Class are privileged but that such
privilege may be lost if the Client were to disclose such information to third persons,
other than Client’s legal advisors, and that the interests of the Class could thereby be
adversely affected. The Client agrees to protect the confidentiality of such information

and not o disclose such information to any third person.
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24, The Client agrees that the Class Counsel’s files and documents, compiled in
connection with their investgation and prosecution of this matter, constitute the work
product and property of Class Counsel, over which Class Counsel have complete

control with respect to its use and/or disclosure.

AN ESTIMATE OF CLASS COUNSEL’S FEES

2

wn

Both the Client and Class Counsel acknowledge that it is difficult to estimate what the
expected fee will be, However, given the proposed pleadings in the Action and Class
Counsel’s fees in other cases. Class Counsel estimate that the legal fees may be in the
range of 5 million to 20 million or more depending on the work done and the
Recovery. An example of how this agreement operates is set out in Schedule C to this

agreement,

INTERIM DISTRIBUTIONS

26.  The Court may authorize interim payments to Class Counsel and/or to the Class,

REMUNERATION OF THE CLIENT

27, The Client acknowledges that they are not entitled to receive any payment or fee out
of the Recovery for acting as a representative plaintifl in the Action unless ordered by

the Court.

28.  Subject to the preceding paragraph, if the action is resolved successfully, Class
Counsel will apply to the Court on behalf of the Client for payment of a reasonable
honorarium to the Client, such payment to be made either out of the funds recovered
for the Class or out of Class Counsel’s fees, as the Court may direct. In support of that
application. the Client will maintain a reasonably detailed record of the work and time

that he devotes o the prosecution of this matter.
COURT APPROVAL

29.  Subject 1o this agreement being approved by the Court, it shall bind Class Counsel, the
Client, and all members of the Class who do not opt out of the Action as well as their

respective heirs, executors, administrators, successors and assigns.
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AMENDMENTS AND ENTIRE AGREEMENT

30, This agreement may be amended from time to time, in writing by the Client and Class

Counsel, betore it is approved by the Court.

Lk

It is agreed that there is no oral representation, warranty. collateral agreement, or
condition that affects this agreement. Amendments to this agreement may be made in

writing duly executed by parties. This Agreement may be signed in counterparts.

COUNTERPARTS

Lad
tJ

This agreement may be exccuted by the Client and Class Counsel in separate
counterparts, with signatures by facsimile being acceptable, cach of which when so
executed and delivered shall be an original, but all such counterparts shall wgether

constitute one and the same instrument,
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-11-

33.  The Client acknowledges that before signing this agreement they were advised of and

tiad the opportunity to obtain independent legal advice with respect to the meaning and

effect of this agreement.

Con
@/a

October i, 2011

o
{ ;,w”
e A T

(Witness)

Ociobcr 260

(Wnncss)

Robert Woug

Qolmvf (f\)mfuf Ve |
/

S;gw éi,tp
Per: ) vt vty WD
o g s Mnf@/w/"
Koskie Minsky LLP
Per:

1704332 1


gmyers


Schedule B

Lawyer

- Usual Hourly Rate as of
Clanuary 1. 2011

Kirk M. Baeri

8840

A, Dimitri Lascaris $385
Michael Mazzuca $713
Michael Robb $475
Charles Wright $625
Jonathan Ptak $3500
Jonathan Bida $350
Danicl Bach $373
Stephanie Dickson 5200
Law Clerk $250
Student-at-law or §185

summer student
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Schedule C - How the Fee Agreement Operates

One Example (note: this is an illustration only) Amounts

Action is seitled before a decision on a certification motion

Recovery, inclusive of disbursements, paid by the Defendants $25.,000.000
Disbursements incurred by Class Counsel including taxes of $5,752.21 $30.000

In the above example, what would be the amount of Class Counsel’s fee?

1 In addition to their disbursements plus applicable taxes, Class Counsel would request

fees equal to 25% ol the first $20 mitlion and 20% of the remaining $5 million.

2. Accordingly, Class Counsel would be paid $50.000 for disbursements plus $6 million
for its fees (exclusive of HST). subject o approval by the Court, which will assess if

the amount is fair and reasonable under the circumstances.

What is the total amount payable to the Class Proceedings Fund (CPF) if such funding is
put in place?

- N
3 ”

In exchange for the indemnity it provides to the Client, and for funding it provides
towards disbursements, the CPT is required to be paid a levy of 10%. plus
reimbursement for any disbursements and taxes paid by it. The amounts paid to the
CPF are separate and apart from any funds given to Class Counsel, and are required by

statute.

What is the additional amount payable towards Class Counsel’s fees in the absence of

funding?

4. In consideration for Siskinds LLP providing an indemnity to the Client, Class Counsel
would request an addition 3% of the settlement for Class Counsel fees. Class Counsel
would request fees equal to 30% of the first $20 million and 25% of the remaining $5
million. Accordingly, subject to Court approval, Class Counsel would be paid $50.000

for disbursements plus $7.25 million for its fees (exclusive of HST).
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5. In this illustration, the Class would recover either $16,.353.000 if there is CPF funding

or $16,757.500 if there is no funding:

CPF Funding

Recovery

$235.000,000

Less: Amount payable to Class Counsel

(56,000,000}

Less: 13% for HST on fees ($780,000)
Less: Amount pavable for Disbursements ($50,000)
Subtotal $18,170,000
Less: 10% payable to Class Proceedings Fund ($1.817.000)

Balance available for Class

$16,353,000

No Funding

Recovery $25.000,000
Less: Amount payable to Class Counsel ($7.250.000)
Less: 13% tor HST on fees (5942,500)
Less: Amount payable for Disbursements ($50,000)

$16,757.500

Balance available for Class
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This is  Exhibit "B(2)"
mentioned and referred to in the
Affidavit of Charles Wright,
sworn before me at the City of
London, in the Province of
Ontario, this 21% day of
November, 2013.

A Commissioner,/etc.

SHARLA JOAN STROOP, a Commissicner, etc,,
Province of Ontario, for Siskirius
Barristers and Solicitors, Expires: Cctober 6, 2015
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CONTINGENCY FEE RETAINER AGREEMENT

BETWEEN:

DAVID O GRANT

herein called the “Chient”
OF THE FIRST PART

- and -

SISKINDS LLP and KOSKIE MINSKY LLP

herein called the “Class Counsel”
OF THE SECOND PART

Proceeding under the Class Proceedings Act, 1992
RECITALS

David C. Grant (“Grant™), retains Siskinds LLP and Koskie Minsky LLP to commence
an action against Sino-Forest Corporation, Frnst & Young LLP, Poyry (Beijing) Consulting
Company Limited, Credit Suisse Sceurities {(Canada), Inc.. TD Securities Inc., Dundee
Securities Corporation, RBC Dominion Securities Inc., Scotia Capital Inc., CIBC World
Markets Inc., Merrill Lyneh Canada Inc., Canuccord Financial Lid.. Maison Placements
Canada Inc.. Banc of America Securities LLC, Credit Suisse (USA) Ing., Credit Suisse
Securities (USA) LLC, Haywood Securities Inc., Merrill Lynch, Plerce, Fenner & Smith
Incorporated, UBS Securities Canada Inc.certain of Sino-Forest's senior officers or directors
and any other parties who may have potential liability in respect of Sino-Forest’s public
disclosure, 1o seek to have such action certified as o cluss proceeding, and to take all

BECCSSAry steps o prosecute the action.

The Client acknowledges and understands that Class Counsel will be paid fees in the
Action {defined below) only in the event of success. The Client’s agreement with Class
Counsel in respect of class counsel fees and disbursements is set out below, and the Client
understands that the agreement shall not have any force and effect, unless approved by the

Superior Court of Justice pursuant to the Class Proceedings Act, 1992,
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The Client acknowledges and agrees that Class Counsel fees and disbursements owing
under this agreement are a {irst charge on any Recovery (defined below) in the Action, which
includes any wmoumnt actually recovered by un award, judgment, settlement, or otherwise,
including any amounts awarded or paid in any assessment of danuiges or other process
ordered by the Court, excluding uny amounts separately identified or specified as costs and/or

dishursements,
DEFINITIONS

1, For the purpose of this agreement, the following words shall have the meanings set out

below:

(1) “Act” means the Class Proceedings Act, 1992, 5.0, 1992, ¢. 6, as amended;

(b} “Action” means an action commenced in the Ontario Superior Court of Justice
i Toronto against Sine-Forest Corporation, Ernst & Young LLP, Poyry
{Betjing) Consulting Company Limited and certain of Sino-Forest’s senior
officers or directors or uny similarly constituted action 1 be commenced. The
issued notice of action is attached as Schedule A;

(¢)y  “Base Fee” means an amount caleulated by multiplying the Usual Hourly
Rates by the number of hours expended by euach person in relation to the
Action;

(dy  *Class” means the class asserted from time to time in the Action including any
subclass:

{e) *Common Issues” means the common issues of fact or law as approved by the
Court in the Action;

{n “Cour” means the Ontario Superior Court of Justice:
(gy  “CPF”means the Class Proceedings Fund:

(hy  *Defendants” mean the defendants to the Action at any given time and in
particular inclode Sino-Forest Corporation, Ermst & Young LEP, POyry
{Beijing) Consulting Company Limited, Credit Suisse Securities {Canada).
Inc.. TD Sccurities Inc., Dundee Securities Corporation, RBC Dominion
Secuwrities Ine.. Scotia Capital Inc., CIBC World Markets Inc., Merrill Lynch
Canada Inc., Canaccord Financial Lid, Maison Placements Canada Inc.,
certain of Sino-Forest’s senjor officers or directors and any other parties whom
Class Counsel identify as having potential legal hability in respect of the
(ransactions;
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(k)

{h

(mj

“Fee Agreement” means a  written agreement between a  proposed
representative plaintifl aned counsel respecting fees and disbursements;

“Recovery” means the amount actually recovered by award. judgment,
setifement o otherwise, including any amounts awarded or paid in any
assessment of damages or other process ordered by the Court, excluding any
amount separately identified or specified as costs and/or disbursements:

“Sino-Forest” means Sino-Forest Corporation;

“Success” means judgment or award in favour of some or all Class members
or a settlement that benefits some or all of the Class members; and

“Usual Hourly Rates” means the usual hourly rates charged from time to time
by Class Counsel, thelr partners, associates and persons emploved by their law
firms. and all other persons i any other faw firms imvolved in the Action.

THE PARTIES AGREE AS FOLLOWS:

SCHEDULES FORM PART OF THIS AGREEMENT

The parties agree that the schedules 1o this agreement shall formy part of this

agreement,

EFFECTIVE DATE

This agrecment shall be effective us of the date it has been executed by all parties.

RETAINER OF CLASS COUNSEL

4.

The Client has retained and authorized Class Counsel 1o

(a)

(b)

(<)

()

act as counsel for them (in their capacity as trustees) and for the Class in the
Action, in the prosecution and trial of the Common Issues, including any and
all appeads, and i the assessment of and recovery of damages:

take all steps in and in relation to the Action which they consider necessary.
including adding any other defendants:

use such persons and resources from their firms or any other firms as they
consider necessary and their services shall be deemed 10 be provided as
members of Class Counsel’s law {irms; and

consull, retain und engage all experts, consultants and other persons they
consider necessary.
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NEGOTIATIONS

6.

The Client herchy authorizes Class Counsel, in their discretion, o enter into
negotiations with any or all of the Defendanis for the purpose of reaching a settlement.
The Client understands that any settlement affecting the Class is subject to approval of
the Court. The Client agrees and acknowledge that any negotiations are for the
purpose of reaching a settlement of the claims of the Class, not simply the individual
cluims of the Client,  Class Counsel agree to advise Client of any settlement

negotiations and also to seek Client’s consent before settling any cluims in this Action.

In the event the Client chooses w0 sertle their respective individual claims without
settling the claims of the Class, the Client expressly agrees and acknowledge that
Class Counsel is permitted to be retuined by unother member of the Class o assert the
claims on behall of the Class. In such event, privileged communications between
Class Counsel and the Client made for the purpose of advancing the claims of the
Class and Class Counsel's work product created for the purpese of advancing the
claims of the Class may be disclosed 1o the new plaintiff and may be used on behalf of

and for the beneflt of the Class.

USUAL HOURLY RATES

~4

The current Usual Hourly Rates of Class Counsel and some, but not all, of the persons
who will provide professional services in refation to the Action are set out in Schedule
B to this agreement. The Usual Hourly Rates are the current usual hourly rates charged

by Class Counsel on other class action matters.

Class Counsel and all other persons providing professional services may. from time 10
time, increase their Usual Hourly Rates for the purposes of this agreement if done in
the usual and ordinary course of their businesses.  Increases will be communicated to

Client sixty (60) days prior o taking effect.

CLASS COUNSEL’S FEES AND DISBURSEMENTS

Y,

Whether or not Suceess is achieved in the Action, Class Counsel shall be paid all costs

recovered in the Action lTrom the Defendants, irrespective of the scale, including uny
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disbursements, applicable taxes und any interest payable thereon and any other amount

pitid by the Defendants as costs. Class Counsel are authorized to settle the amount of

costs awarded on any motion, appeals or the trial of the Comumon Issues.

Except for any costs paid to Class Counsel as provided in paragraph 9 above, Class

Counsel shall only be paid its fees upon achieving Success in the Action, whether by

obtaining judgment on any of the Common lssues in favour of some or all Class

members or by obtaining a settlement that benefits one or more of the Class members.

The fees shall be paid by a lump sum payment to the extent possible, or (if a lump sum

payment is not possible) by periodic payments, out of the proceeds of any judgment,

order or settlement awarding or providing monetary relief, damages, interest or costs

10 the Class or any Class member.

[0 the eveny of Success, Cluss Counsel shall be paid an amount egual 1o

() any disbursements not already paid to Class Counsel by the Defendants as
costs plus applicable taxes and interest thereon in accordance with s. 33(7)(¢)

of the Acr; plus

{b)

{HST) where the applicable percentage rate shall be as follows:

an amount equal 10 a percentage of Recovery plus Harmonized Sales Tax

- For the Arst 320
ithen of any

- Recovery

For the portion
of the Recavery
batweenn 320
mitlion and $40
million

For the ponion
of the Recovery
between $40
million and $60
miditon

For the portion
of the Recovery
i excess of $60
mitlion

on a wertificaton motien
anil betore the
o nvement ol e
Comn Tvsses tiah

27.5%)

(22.5%)

I the Action iy settled or | tweaty-five twenty percent | fifteen percent | ten percent
there o judgment before | percent (23%) | (M0%) {1539 {(10%:)

the  Cowrt s @

decision on o certification

TR ION

[f the Action is setfed or | twenty-seven twenty-two seventeen and | twelve and a
there is judgraent afier the  and s balf fand  a half | a hall percent | half  percent
Cowt rendars a decision | pereent percent (17.5%} (12.5%)

I the Action s seuled
after the commenee ment
of the Common  Issues

thirty  percent
{30.0%)

twenty-five
percent

Gwenty pervent
20.0%)

{ifteen percent
(15.0%:)
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wial or i determined by 2
judgment after the trial,

Class Counsel may make any motion tor the approval of their fees. The amount to be
paid Tor Class Counsel fees iv in the sole discretion of the Court considering fee

approval,

Class Counsel and the Client understand that if the Court orders that the Client pay
some portion of the costs incurred by the defendants in this litigation while Siskinds
LLP is counsel of record, in the absence of funding, Siskinds LLP will indemnify the
Client against any such award and the Client will not personally have o satisty such
an award. In consideration for such indemnification, each of the percentage rates

o
A

under paragraph 11{b) above shall be increased by five percent (5.0%).

FUNDING FROM THE CLASS PROCEEDINGS FUND

4.

The Client acknowledges that:

{a) Class Counsel, on their behalf, may apply for financial support from the CPF
or a third party Nnancer:

{b} as a result, if provided, the CPF or a third party financer muy advance payment
for some disbursements or indemnifly the Client and other plaimtiffs for any
adverse cost award:

(¢} in consideration for the CPF providing financial support and indemnification
of the Client or other plainuiffs,

(ir the CPF would be entitled to a ten percent (10%) levy of the amount of
the award or settlement funds, if any, to which one or more persons in
the Class is entitded, plus the repayment of any financial support
recerved from the CPE; and

(it} there Is a charge on any award or settlement fund in favour of the CPF
for the amounts referred to in (b) and (¢): and

(d) in the event a third purty financer provides tinancial support and/or an
indemnification of the Client or other plaintiffs, it is highly likely that the third
party financer would seck entitlement to a percentage of the amount of the
award or settlement funds, if any, w which one or more persons in the Class is
entitled and possible the repayment of any financial support received, and that
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3

such percentage could range from five to ten percent (5% tw 10%) of

Recovery,
15, The Client acknowledges and agrees that Class Counsel may seek  direct
reimbursement for dishursements or the payment of adverse cost awards from the CPF

or a third party funder.

DISBURSEMENTS

16. From any Recovery, the Class shall pay Class Counsel for all disbursements they
reasonably ncur in and in relation to the Action and any other action authorized by
this agreement. Recoverable disbursements shall include all amounts reasonably
incurredt in connection with the Action, the trial of the Common Issues, the settlement
of the Action, the assessment of and recovery of damages for the Class members, or
any appeals relating to or arising out of the Action and any other action commenced,
including but not hmited 1o expenses Incurred for investigation, court fees,
duplication. travel, including business class travel, lodging. long distance telephone
culls, the cost of a tofl-free wlephone line, the cost of specialized computer equipment
and management systems software, computer consultants, public relations consultants,
website(s), courler, postage, telecopier, imaging, including the cost of imaging for file
closing purposes. and all services provided to Cluss Counsel by consultants, experts

and agents retained by or at the direction of Class Counsel.

17, Except as provided in paragraphs 9 and 16 above, the Client will have no liability or
obligation for the Tegal fees, ltigation expenses or disbursements of Class Counsel,
inctuding, without hmitation. the fees, expenses and disbursemems of third parties

retained by Class Counsel pursuant to paragraph 4 above or otherwise.

CLIENT’S OBLIGATION TO THE CLASS

18, The Chient acknowledges the obligation to act in the best interests of the Class and that
Cluss Counsel are not obliged to foliow instructions from the Client which are not in
the best interests of the Class, In the event of a disagreement between the Clieat and
Class Counsel concerning whether certain instructions are in the best interests of the

Class, the matter shall be submitted o the Court, or for arbitration.
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19, The Chent will cooperate in the prosecution of this Action, including attending for any
oral examinations if required. Class Counsel agree to reimburse Client for any costs
{e.g.. travel, lodging) incurred as a result of Client attending court proceedings or

sitting for oral examinations, if and when such attendance or sitting is required.

20, The Client will ensure that any document relating 1o its transactions in sceurities of
Sino-Forest Corporation, including clectronic records such us email, have been set

aside and protected from destruction.

TERMINATION OF AGREEMENT

21, If the Client or Class Counsel wish to terminate their relationship, the Chient or Class

Counsel will forthwith move w the Courl for directons,

22, The Client acknowledges that Class Counsel will incur significant time and financial
risk in the conduct and carriage of the Action and any other action they commence in
that the fees and disbursements (apart from costs recovered and those paid by CPF or ¢
third party financery are payable only upon Success and only out of the Recovery. In
the event that the Client engages another lawyer to act in the Action or otherwise
terminates this agreement and the Action and/or any other action is a Success, in
whole or in part, Class Counsel shall be paid fees and disbursements in accordance
with the terms of this agreement as if Success was achieved or, if this agreement is not

approved, in such manner as the Court directs.
CONFIDENTIALITY

23, The Client acknowledges being advised that the communications between Class
Counsel and the Client relating to the claims of the Class are privileged but that such
privilege may be lost if the Client were to disclose such information to third persons,
other than Client's tegal advisors, and that the interests of the Class could thereby be
adversety affected. The Client agrees to protect the confidentiality of such information

and not (o disclose such information to uny third person.
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The Cliemt uagrees that the Class Counsel’s files and documents, compiled in
connection with their investigation und prosecution of this matter, constitute the work
product and property of Class Counsel, over which Class Counsel have complete

control with respect 1o its use and/or disclosure.

 ESTIMATE OF CLASS COUNSEL’S FEES

Both the Client and Class Counsel acknowledge that it is difficult to estimate what the
expected fee will be. However, given the proposed pleadings in the Action and Class
Counse!l’s fees in other cases, Class Counsel estimate that the legal fees may be in the
range of $3 w0 20 million or more depending on the work done and the Recovery. An

exumple of how this agreement operates is set out in Schedule C to this agreement.

INTERIM DISTRIBUTIONS

26,

The Court may authorize interim payments to Class Counsel and/or to the Class.

REMUNERATION OF THE CLIENT

27.

The Client acknowledges that they are not entitled to receive any payment or fee out
of the Recovery for acting as a representative plaintiff in the Action unless ordered by

the Court.

COURT APPROVAL

28,

AMENDMENT

29,

30.

Subject 1o this agreement being approved by the Court, it shall bind Class Counsel, the
Client. and all members of the Class who do not opt out of the Action as well as their

respective helrs, executors, administrators, successors and assigns.

AND ENTIRE AGREEMENT

This agreement may be amended [rom time to time, in writing by the Client and Class

Counsel, before it is approved by the Court.

[t is agreed that there is no oral representation, warranty, collateral agreement, or
condition that affects this agreement. Amendments to this agreement may be made 1n

writing duly executed by parties, This Agreement may be signed in counterparts.
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COUNTERPARTS

31, This agreement may be executed by the Client end Class Counsef in separate
counterparts, with signatures by facsimile being acceptable, each of which when so
executed and delivered shall be an original, but all such counterparts shall together

constitute one and the same instrument,
INDEPENDENT LEGAL ADVICE

32, The Client acknowledges that before signing this agreement they were advised of and
had the opportunity to obtain independent legal advice with respect to the meaning and

effect of this agreement.

October A%, 2011

——"]

[Witness) David C. Grant

Octobcr;,is ?‘013 /
s I
» f{ 1;44* / (‘{;/

k3 % 7 ¥
{Witness) /‘ Foiad ;’/.« ot o

;ém f{s I At e/?il Y
October E_Z 2011

"400« v LAScr L §

gaad

./ Koskie Minsky LLP  \}
Per: MIRK M. BAER™T

170081 2.1
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Schedule B

Lawyer

Usual Hourly Rate as of
Januvary 1, 2011

Kirk M. Baent $840
AL Dimitrt Lascans ARBA
Michael Muazzuca $713
Michae! Robb 5473
Charles Wright $625
Fonathan Prak $500
Jonathan Bida - $350
Daniel Bach | $375
Stephanic Dickson $200
Law Clerk S2350
Student-at-law or $185

summer student
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Schedule C - How the Fee Agreement Qperates

One Example (note: this is an illustration only) Amounts

Action is scettied before o decision on a certification motion

Recovery, inclusive of disbursements, paid by the Defendants 25,000,000

Disbursements incurred by Class Counsel including taxes of $5,752 .21 $50.000

In the above example, what would be the amount of Class Counsel’s fee?

I

In addition to thelr disbursements plus applicable taxey, Class Counsel would request

fees equal 10 25% of the {irst $20 million and 209 of the remaining $5 million.
| 8

Accordingly, Class Counsel would be paid $50,000 for disbursements plus $6 million

for its fees (exclusive of HST), subject w approval by the Court, which will assess if

the amount s fair and reasonable under the circumstances.

What is the total amount payable to the Class Proceedings Fund (CPF) if such funding is
put in place?

3.

What is the additional amount payable towards Class Counsel’s fees in the absence of

In exchunge for the indemnity it provides 10 the Client, and for funding it provides
towards  disbursements. the CPF is required to be paid a levy of 10%. plus
reimbursement for any dishursements and taxes paid by it. The amoums pad o the
CPF are separate and apart from any funds given 1o Class Counsel. and are required by

slatute.

funding?

4.

In considerntion for Siskinds LLP providing an indemnity to the Client, Class Counsel
would request an additon 3% of the settlement for Class Counsel fees. Class Counsel
would request fees equat to 30% of the first 820 million and 23% of the remaimng $5
mitlion. Accordingly, subject to Court approval, Class Counsel would be paid $50,000

for disbursements plus $7.25 million for its fees (exclusive of HST).
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What is the amount available for the Class?

140

A} In this illustration, the Class would recover either $16.353,000 if there is CPF funding

or $16,757.500 if there is no {unding:

CPF Funding

Recovery $235,000,000
Less: Amount payable o Class Counsel {$6.000,000)
Less: 13% for HST on fees {($780.000)
Less: Amount payable {for Disbursements ($50.000)
Subtotal $18,170.000
Less: 10% payable to Class Proceedings Fund ($1.817.000)

Balance avatlable for Class

$16,353,000

No Funding

Recovery $25.000,000
Less: Amount pavable to Class Counsel {$7.250,000)
Less: 13% for HST on fees {($942.500)
Less: Amount payable for Disbursements {($50.000
Balance available for Class $16,757.500
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This is  Exhibit  "B(3)"
mentioned and referred to in the
Affidavit of Charles Wright,
sworn before me at the City of
London, in the Province of
Ontario, this 21% day of
November, 2013.

o M . oo Z

A Commissioner, &tc.

SHARLA JOAN STROOP, a Commissioner, etc,,
Province of Ontario, for Siskinds™

Barristers and Salicitors. Expires: Cctober 6, 2015
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CONTINGENCY FEE RETAINER AGREEMENT

BETWEEN:
SJUNDE AP-FONDEN
herein called the “Client”
OF THE FIRST PART
-and -
KOSKIE MINSKY LLP and SISKINDS LLP
herein called the “Class Counsel”
OF THE SECOND PART
Proceeding under the Class Proceedings Act, 1992
RECITALS

Sjunde AP-Fonden (“AP7”), retains Siskinds LLP and Koskie Minsky LLP to
commence an action against Sino-Forest Corporation, Ernst & Young LLP, Pdyry (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 lnc., Canaccord Financial Lid, Maison
Placements Canada Inc., certain of Sino-Forest’s senior officers or directors and any other
parties who may have potential liability in respect of Sino-Forest’s public disclosure, to seek
to have such action certified as a class proceeding, and to take all necessary steps to prosecute

the action.

The Client acknowledges and understands that Class Counsel will be paid fees in the
Action (defined below) only in the eveni of success. The Client’s agreement with Class
Counsel in respect of class counsel fees and disbursements is set out below, and the Client
understands that the agreement shall not have any force and effect, unless approved by the

Superior Court of Justice pursuant to the Class Proceedings Act, 1992.
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The Client acknowledges and agrees that Class Counsel fees and disbursements owing
under this agreement are a first charge on any Recovery (defined below) in the Action, which
includes any amount actually recovered by an award, judgment, settlement, or otherwise,
including any amounts awarded or paid in any assessment of damages or other process
ordered by the Court, excluding any amounts separately identified or specified as costs and/or

disbursements,

Class Counsel acknowledge and agree that Kessler Topaz Meltzer & Check, LLP
(“Kessler Topaz”) will be included in all communications with Client in any form (written,
oral, electronic, in person, etc.). Class Counsel acknowledge and agree that Kessler Topaz
shall be retained as United States securities law experts in this acfion and shall be

compensated for their services under the terms of a separately negotiated agreement.

DEFINITIONS
1. For the purpose of this agreement, the following words shall have the meanings set out
below:

(a) “der” means the Class Proceedings Act, 1992, S.0. 1992, c. 6, as amended,;

(b)  “Action” means an action commenced in the Ontario Superior Court of Justice
in Toronto against Sino-Forest Corporation, Ernst & Young LLP, Poyry
(Beijing) Consulting Company Limited and certain of Sino-Forest’s senior
officers or directors or any similarly constituted action to be commenced. The
issued notice of action is attached as Schedule A;

(c) “Base Fee” means an amount calculated by multiplying the Usual Hourly
Rates by the number of hours expended by each person in relation to the
Action;

(d) “Class” means the ¢lass asserted from time to time in the Action including any
sabclass;

(e) “Common Issues” means the common issues of fact or law as approved by the
Court in the Action;

$3) “Court” means the Ontario Superior Court of justice;

® “CPF” means the Class Proceedings Fund;
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(h)

®

®

(k)
M

(m)

“Defendants” mean the defendants to the Action at any given time and in
particular include Sino-Forest Corporation, Emnst & Young LLP, PSyry
(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.,,
certain of Sino-Forest’s senior officers or directors and any other parties whom
Class Counsel identify as having potential legal liability in respect of the
transactions;

“Fec Agreement” means a written agreement between a proposed
representative plaintiff and counsel respecting fees and disbursements;

“Recovery” means the amount actually recovercd by award, judgment,
settlement or otherwise, including any amounts awarded or paid in any
assessment of damages or other process ordered by the Court, excluding any
amount separately identified or specified as costs and/or disbursements;

“Sino-Forest” means Sino-Forest Corporation;

“Success” means judgment or award in favour of some or all Class members
or a settlement that benefits some or all of the Class members; and

“Usual Hourly Rates” means the usnal hourly rates charged from time to time
by Class Counsel, their partners, associates and persons employed by their law
firms, and al} other persons in any other law firms involved in the Action.

THE PARTIES AGREE AS FOLLOWS:

SCHEDULES FORM PART OF THIS AGREEMENT

2. The parties agree that the schedules to this agreement shall form part of this
agreement,

EFFECTIVE DATE

3. This agreement shall be effective as of the date it has been executed by all parties.

RETAINER OF CLASS COUNSEL

4, The Client has retained and authorized Class Counsel to:

(a)

act as counsel for them (in their capacity as trustees) and for the Class in the
Action, in the prosecution and trial of the Common Issues, including any and
all appeals, and in the assessment of and recovery of damages;
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(b)  take all steps in and in relation to the Action which they consider necessary,
including adding any other defendants;

()  use such persons and resources from their firms or any other firms as they
consider necessary and their services shall be deemed to be provided as
members of Class Counsel’s law firms; and

(d)  consult, retain and engage all experts, consultants and other persons they
consider necessary.

NEGOTIATIONS

5. The Client hereby authorizes Class Counsel, in their discretion, to enter into
negotiations with any or all of the Defendants for the purpose of reaching a settlement.
The Client understands that any settlement affecting the Class is subject to approval of
the Court. The Client agrees and acknowledge that any negotiations are for the
purpose of reaching a settlement of the claims of the Class, not simply the individual
claims of the Client. Class Counsel agree to advise Client of any settlement

negotiations and also to seck Client’s consent before settling any claims in this Action.

6. In the event the Client chooses to settle their respective individual claims without
settling the claims of the Class, the Client expressly agrees and acknowledge that
Class Counsel is permitted to be retained by another member of the Class to assert the
claims on behalf of the Class. In such event, privileged communications between
Class Counsel and the Client made for the purpose of advancing the claims of the
Class and Class Counsel’s work product created for the purpose of advancing the
claims of the Class may be disclosed to the new plainiiff and may be used on behalf of

and for the benefit of the Class,
USUAL HOURLY RATES

7. The current Usual Hourly Rates of Class Counsel and some, but not all, of the persons
who will provide professional services in relation to the Action are set out in Schedule
B to this agreement. The Usual Hourly Rates are the current usual hourly rates charged

by Class Counsel on other class action matters.
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Class Counsel and all other persons providing professional services may, from time to
time, increase their Usual Hourly Rates for the purposes of this agreement if done in
the usual and ordinary course of their businesses. Increases will be communicated to

Client sixty (60) days prior to taking effect.

CLASS COUNSEL’S FEES AND DISBURSEMENTS

9.

10.

1.

Whether or not Success is achieved in the Action, Class Counsel shall be paid all costs
recovered in the Action from the Defendants, irrespective of the scale, including any
disbursements, applicable taxes and any interest payable thereon and any other amount
paid by the Defendants as costs. Class Counsel are authorized to settle the amount of

costs awarded on any motion, appeals or the trial of the Common Issues.

Except for any costs paid to Class Counsel as provided in paragraph 9 above, Class
Counsel shall only be paid its fees upon achieving Success in the Action, whether by
obtaining judgment on any of the Common lIssues in favour of some or all Class
members or by obtaining a settlement that benefits one or more of the Class members.
The fees shall be paid by a lump sum payment to the extent possible, or (if a lump sum
payment is not possible) by periodic payments, out of the proceeds of any judgment,
order or settlement awarding or providing monetary relief, damages, interest or costs

to the Class or any Class member.
In the event of Success, Class Counsel shall be paid an amount equal to

(@  any disbursements not already paid to Class Counsel by the Defendants as
costs plus applicable taxes and interest thereon in accordance with s. 33(7)(c)
of the Act; plus

(b)  an amount equal to a percentage of Recovery plus Harmonized Sales Tax
(HST) where the applicable percentage rate shall be as follows:
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12.

13.

4.
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For the first $20
million of any
Recovery

For the portion
of the Recovery
between  $20
million and $40
million

For the porlion
of the Recovery
between  $40
million and $60
million

For the portion
of the Recovery
in excess of $60
million

{f the Action is settled or
there is judgment before
the Court renders a
decision on a certification
motion

twenty-five
percent (25%)

twenty percent
(20%)

fifteen percent
(15%)

ten percent
(10%)

trial or is determined by
Jjudgment after the trial.

If the Action is scitled or | twenty-seven twenty-two seventeen and | twelve and a
there is judgment afierthe | and  a  half | and a  half | a half percent | half  percent
Court renders a decision | percent percent (17.5%) (12.5%)

on a certification motion | (27.5%) (22.5%)

and before the

commencement  of the

Common Issues trial;

Il the Action is settled | thirty percent | twenty-five twenty percent | fifteen percent
afier the commencement | (30.0%) percent (20.0%) (15.0%)

of the Common lssues (25.0%)

Class Counsel may make any motion for the approval of their fees. The amount to be

paid for Class Counsel fees is in the sole discretion of the Court considering fee

approval.

Class Counsel and the Client understand that if the Court orders that the Client pay

some portion of the costs incurred by the defendants in this litigation while Siskinds

LLP is counsel of record, in the absence of funding, Siskinds LLP will indemnify the

Client against any such award and the Client will not personally have to satisfy such

an award. In consideration for such indemnification, each of the percentage rates

under paragraph 11(b) above shall be increased by five percent (5.0%).

The Client acknowledges that:

FUNDING FROM THE CLASS PROCEEDINGS FUND

(a) Class Counsel, on their behalf, may apply for financial support from the CPF
or a third party financer;
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(b)  asaresult, if provided, the CPF or a third party financer may advance payment
for some disbursements or indemnify the Client and other plaintiffs for any
adverse cost award;

{c)  in consideration for the CPF providing financial support and indemnification
of the Client or other plaintiffs,

(i)  the CPF would be entitled to a ten percent (10%) levy of the amount of
the award or settlement funds, if any, to which one or more persons in
the Class is entitled, plus the repayment of any financial support
received from the CPF; and

(i)  there is a charge on any award or settlement fund in favour of the CPF
for the amounts referred to in (b) and (c); and

(d) in the event a third party financer provides financial support and/or an
indemnification of the Client or other plaintiffs, it is highly likely that the third
party financer would seek entitlement to a percentage of the amount of the
award or settlement funds, if any, to which one or more persons in the Class is
entitled and possible the repayment of any financial support received, and that
such percentage could range from five to ten percent (5% to 10%) of

Recovery.

15.  The Client acknowledges and agree that Class Counsel may seck direct reimbursement
for disbursements or the payment of adverse cost awards from the CPF or a third party
funder.

DISBURSEMENTS

16.  From any Recovery, the Class shall pay Class Counsel for all disbursements they

reasonably incur in and in relation to the Action and any other action authorized by
this agreement. Recoverable disbursements shall include all amounts reasonably
incurred in connection with the Action, the trial of the Common {ssues, the settlement
of the Action, the assessment of and recovery of damages for the Class members, or
any appeals relating to or arising out of the Action and any other action commenced,
including but not limited to expenses incurred for investigation, court fees,
duplication, travel, including business class travel, lodging, long distance telephone
calls, the cost of a toli-free telephone line, the cost of specialized computer equipment
and management systems software, computer consultants, public relations consultants,

website(s), courier, postage, telecopier, imaging, including the cost of imaging for file
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closing purposes, and all services provided to Class Counsel by consultants, experts

and agents retained by or at the direction of Class Counsel.

17.  Except as provided in paragraphs 9 and 16 above, the Client will have no liability or
obligation for the legal fees, litigation expenses or disbursements of Class Counsel,
including, without limitation, the fees, expenses and disbursements of third parties

retained by Class Counsel pursuant to paragraph 4 above or otherwise.

CLIENT’S OBLIGATION TO THE CLASS

18.  The Client acknowledges the obligation to act in the best interests of the Class and that
Class Counsel are not obliged to follow instructions from the Client which are not in
the best interests of the Class. In the event of a disagreement between the Client and
Class Counsel concerning whether certain instructions are in the best interests of the

Class, the matter shall be-submitted to the Court, or for arbitration.

19.  The Client will cooperate in the prosecution of this Action, including attending for any
oral examinations if required. Class Counsel agree to reimburse Client for any costs
(e.g., travel, lodging) incurred as a result of Client attending court proccedings or

sitting for oral examinations, if' and when such attendance or sitting is required.

20.  The Client will ensure that any document relating to its transactions in sccurities of
Sino-Forest Corporation, including electronic records such as email, have been set

aside and protected from destruction,

TERMINATION OF AGREEMENT

21.  If the Client or Class Counsel wish to terminate their relationship, the Client or Class

Counsel will forthwith move to the Court for directions.

22.  The Client acknowledges that Class Counsel will incur significant time and financial
risk in the conduct and carriage of the Action and any other action they commence in
that the fees and disbursements (apart from costs recovered and those paid by CPF or a
third party financer) are payable only upon Success and only out of the Recovery. In

the event that the Client engages another lawyer to act in the Action or otherwise
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terminates this agreement and the Action and/or any other action is a Success, in
whole or in part, Class Counsel shall be paid fees and disbursements in accordance
with the terms of this agreement as if Success was achieved or, if this agreement is not

approved, in such manner as the Court directs.
CONFIDENTIALITY

23.  The Client acknowledges being advised that the communications between Class
Counsel and the Client relating to the claims of the Class are privileged but that such
privilege may be lost if the Client were to disclose such information to third persons,
other than Client’s legal advisors (i.e., Kessler Topaz and Sctterwalls Advokatbyré
AB), and that the interests of the Class could thereby be adversely affected. The Client
agrees to protect the confidentiality of such information and not to disclose such

information to any third person.

24. The Client agrees that the Class Counsel’s files and documents, compiled in
connection with theii investigation and prosecution of this matter, constitute the work
product and property of Class Counsel, over which Class Counsel have complete

control with respect to its use and/or disclosure.

AN ESTIMATE OF CLASS COUNSEL’S FEES

25.  Both the Client and Class Counsel acknowledge that it is difficult to estimate what the
expected fee will be, However, given the proposed pleadings in the Action and Class
Counsel’s fees in other cases, Class Counsel estimate that the legal fees may be in the
range of $5 to 20 million or more depending on the work done and the Recovery. An

example of how this agreement operates is set out in Schedale C to this agreement.

INTERIM DISTRIBUTIONS

26.  The Court may authorize interim payments to Class Counsel and/or to the Class.

REMUNERATION OF THE CLIENT

27.  The Client acknowledges that they are not entitled to receive any payment or fee out

of the Recovery for acting as a representative plaintiff in the Action unless ordered by

1692691 2
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the Court. This provision shall have no impact on Kessler Topaz or Setterwalls

Advokatbyrd AB’s ability to be compensated by Class Counsel.
COURT APPROVAL

28.  Subject to this agreement being approved by the Court, it shall bind Class Counsel, the
Client, and all members of the Class who do not opt out of the Action as well as their

respective heirs, executors, administrators, successors and assigns.
AMENDMENTS AND ENTIRE AGREEMENT

29.  This agreement may be amended from time to time, in writing by the Client and Class

Counsel, before it is approved by the Court.

30. It is agreed that there is no oral representation, warranty, collateral agreement, or
condition that affects this agreement. Amendments to this agreement may be made in

writing duly executed by parties. This Agreement may be signed in counterparts.
COUNTERPARTS

31.  This agreement may be executed by the Client and Class Counsel in separate
counterparts, with signatures by facsimile being acceptable, each of which when so
executed and delivered shall be an original, but all such counterparts shall together

constitute one and the same instrument.
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INDEPENDENT LEGAL ADVICE

32.  The Client acknowledges that before signing this agreement they were advised of and

effect of this agreement.

October I , 2011

Sjynde AP-Fonden (“AP7”)
Por:
Richard Grottheim
Chief Executive Officer

October //_, 2011 Q %—f

(Ksdsler Topaz Meltzer & Check, LLP
Per:

Sean M. Handler, Esquire

October ,2011

(Witness) Siskinds LLP
Per:

October ,2011

{Witness) Koskie Minsky LLP
Per:

1692691.2
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Schedule B
Lawyer Usual Hourly Rate as of
January 1, 2011
Kirk M. Baert $840
A. Dimitri Lascaris $585
Michael Mazzuca $715
Michael Robb $475
Charles Wright $625
Jonathan Ptak $500
Jonathan Bida $350
Daniel Bach $375
Stephanie Dickson $200
Law Clerk $250
Student-at-law or $185

summer student
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Schedule C - How the Fec Agreement Operates

One Example (note: this is an illustration only) Amounts

Action is settled before a decision on a certification motion

Recovery, inclusive of disbursements, paid by the Defendants $25,000,000

Disbursements incurred by Class Counsel including taxes of $5,752.21 $50,000

In the above example, what would be the amount of Class Counsel’s fee?

1.

In addition to their disbursements plus applicable taxes, Class Counsel would request

fees equal to 25% of the first $20 million and 20% of the remaining $5 million.

Accordingly, Class Counsel would be paid $50,000 for disbursements plus $6 million
for its fees (exclusive of HST), subject to approval by the Court, which will assess if

the amount is fair and reasonable under the circumstances.

What is the total amount payable to the Class Proceedings Fund (CPF) if such funding is
put in place?

3.

In exchange for the indemnity it provides to the Client, and for funding it provides
towards disbursements, the CPF is required to be paid a levy of 10%, plus
reimbursement for any disbursements and taxes paid by it. The amounts paid to the
CPF are separate and apart from any funds given to Class Counsel, and are required by

statute.

‘What is the additional amount payable towards Class Counsel’s fees in the absence of
funding?

4,

In consideration for Siskinds LLP providing an indemnity to the Client, Class Counsel
would request an addition 5% of the settlement for Class Counsel fees. Class Counsel
would request fees equal to 30% of the first $20 million and 25% of the remaining $5
million. Accordingly, subject to Court approval, Class Counsel would be paid $50,000

for disbursements plus $7.25 million for its fees (exclusive of HST).

154
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What is the amount available for the Class?

155

5. In this illustration, the Class would recover either $16,353,000 if there is CPF funding

or $16,757,500 if there is no funding;

CPF Funding

Recovery $25,000,000
Less: Amount payable to Class Counsel ($6,000,000)
Less: 13% for HST on fees {$780,000)
Less: Amount payable for Disbursements ($50,000)
Subtotal $18,170,000
Less: 10% payable to Class Proceedings Fund ($1,817,000)
Balance available for Class $16,353,000
No Funding

Recovery $25,000,000
Less: Amount payable to Class Counsel ($7,250,000)
Less; 13% for HST on fees ($942,500)
Less: Amount payable for Disbursements ($50,000)
Balance available for Class $16,757,500

1692691.2
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This is  Exhibit “B(4)"
mentioned and referred to in the
Affidavit of Charles Wright,
sworn before me at the City of
London, in the Province of
Ontario, this 21% day of
November, 2013.

// . 7

A Commissioner, étc.
SHARLA JOAN STROOP, a Commissioner, etc,
Province of Qntario, for Siskinds

Barristers and Solicitors, Expires: Cctober 6, 2015
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CONTINGENCY FEE JOINT RETAINER AGREEMENT

BETWEEN:

THE BOARD OF TRUSTEES OF THE LABOURERS’ PENSION
FUND OF CENTRAL AND EASTERN CANADA

-and -

THE BOARD OF TRUSTEES OF THE INTERNATIONAL UNION OF
OPERATING ENGINEERS, LOCAL 793 PENSION PLAN FOR OPERATING
ENGINEERS IN ONTARIO

herein collectively called the “Clients”
OF THE FIRST PART

-and -

KOSKIE MINSKY LLP and SISKINDS LLP

herein called the “Class Counsel”
OF THE SECOND PART

Proceeding under the Class Proceedings Act, 1992
RECITALS

The Trustees of the Labourers’ Pension Fund of Central and Eastern Canada
(“Labourers”) and the Trustees of the International Union of Operating Engineers, Local 793
Pension Plan for Operating Engineers in Ontario (“Operating Engineers™), retain Siskinds
LLP and Koskie Minsky LLP to commence an action against Sino-Forest Corporation, Ernst
& Young LLP, Poyry (Beijing) Consulting Company Limited, certain of Sino-Forest’s senior
officers or directors and any other parties who may have potential liability in respect of Sino-
Forest’s public disclosure, to seek to have such action certified as a class proceeding, and to

take all necessary steps to prosecute the action.

The Clients acknowledge and understand that they are retaining Class Counsel jointly
and that Class Counsel may receive and act on instructions from the Labourers and the
Operating Engineers in respect of this retainer. In addition, as a joint retainer, no information

received in connection with this matter from either the Labourers or the Operating Engineers c
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be treated as confidential from the other. If a conflict develops between the Labourers and the
Operating Engineers that cannot be resolved by the procedures set out in this retainer, Class

Counsel cannot continue to act for both and may have to withdraw completely.

The Clients acknowledge and understand that Class Counsel will be paid fees in the
Action (defined below) only in the event of success. The Clients’ agreement with Class
Counsel in respect of class counsel fees and disbursements is set out below, and the Clients
understand that the agreement shall not have any force and effect, unless approved by the
Superior Court of Justice pursuant to the Class Proceedings Act, 1992.

The Clients acknowledge and agree that Class Counsel fees and disbursements owing
under this agreement are a first charge on any Recovery (defined below) in the Action, which
includes any amount actually recovered by an award, judgment, settlement, or otherwise,
including any amounts awarded or paid in any assessment of damages or other process
ordered by the Court, excluding any amounts separately identified or specified as costs and/or

disbursements.
DEFINITIONS

1. For the purpose of this agreement, the following words shall have the meanings set out

below:

(a) “Act” means the Class Proceedings Act, 1992, S.0. 1992, c. 6, as amended,

(b)  “Action” means an action, brought under the Act or similar legislation in
another province, in the Ontario Superior Court of Justice in Toronto against
Sino-Forest Corporation, Emnst & Young LLP, Poyry (Beijing) Consulting
Company Limited and certain of Sino-Forest’s senior officers or directors or
any similarly constituted action to be commenced, relating to alleged
misrepresentations in Sino-Forest’s public disclosure.

(© “Class” means the class asserted from time to time in the Action including any
subclass;

(d) “Commeon Issues” means the common issues of fact or law as approved by the

Court in the Action;

(e “Court” means the Ontario Superior Court of Justice;
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“CPF” means the Class Proceedings Fund,

“Defendants” mean the defendants to the Action at any given time and in
particular include Sino-Forest Corporation, Emst & Young LLP, Pdyry
(Beijing) Consulting Company Limited, certain of Sino-Forest’s senior officers
or directors and any other parties whom Class Counsel identify as having
potential legal liability in respect of the transactions;

“Fee Agreement” means a written agreement between a proposed
representative plaintiff and counsel respecting fees and disbursements;

“Recovery” means the amount actually recovered by award, judgment,
settlement or otherwise, including any amounts awarded or paid in any
assessment of damages or other process ordered by the Court, excluding any
amount separately identified or specified as costs and/or disbursements;

“Sino-Forest” means Sino-Forest Corporation;

“Success” means judgment or award in favour of some or all Class members
or a settlement that benefits some or all of the Class members; and

“Usual Hourly Rates” means the usual hourly rates charged from time to time
by Class Counsel, their partners, associates and persons employed by their law
firms, and all other persons in any other law firms involved in the Action.

THE PARTIES AGREE AS FOLLOWS:

SCHEDULES FORM PART OF THIS AGREEMENT

2. The parties agree that the schedules to this agreement shall form part of this

agreement.

EFFECTIVE DATE

3. This agreement shall be effective as of the date it has been executed by all parties.

RETAINER OF CLASS COUNSEL

4, The Clients have retained and authorized Class Counsel to:

(2)

(b)

act as counsel for them (in their capacity as trustees) and for the Class in the
Action, in the prosecution and trial of the Common Issues, including any and
all appeals, and in the assessment of and recovery of damages;

L

take all steps in and in relation to the Action which they consider necessary,

including adding any other defendants;


gmyers


160

(¢)  use such persons and resources from their firms or any other firms as they
consider necessary and their services shall be deemed to be provided as
members of Class Counsel’s law firms; and

(d)  consult, retain and engage all experts, consultants and other persons they
consider necessary.

NEGOTIATIONS

5.

The Clients hereby authorize Class Counsel, in their discretion, to enter into
negotiations with any or all of the Defendants for the purpose of reaching a settlement.
The Clients understand that any settlement affecting the Class is subject to approval of
the Court. The Clients agree and acknowledge that any negotiations are for the
purpose of reaching a settlement of the claims of the Class, not simply the individual

claims of the Clients.

In the event the Clients choose to settle their respective individual claims without
settling the claims of the Class, the Clients expressly agree and acknowledge that
Class Counsel is permitted to be retained by another member of the Class to assert the
claims on behalf of the Class. In such event, privileged communications between
Class Counsel and the Clients made for the purpose of advancing the claims of the
Class and Class Counsel’s work product created for the purpose of advancing the
claims of the Class may be disclosed to the new plaintiff and may be used on behalf of
and for the benefit of the Class.

USUAL HOURLY RATES

The current Usual Hourly Rates of Class Counsel and some, but not all, of the persons
who will provide professional services in relation to the Action are set out in Schedule
A to this agreement. The Usual Hourly Rates are the current usual hourly rates

charged by Class Counsel on other class action matters.

Class Counsel and all other persons providing professional services may, from time to

time, increase their Usual Hourly Rates for the purposes of this agreement if done in

3

the usual and ordinary course of their businesses.
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CLASS COUNSEL’S FEES AND DISBURSEMENTS

9.

10.

11.

Whether or not Success is achieved in the Action, Class Counsel shall be paid all costs
recovered in the Action from the Defendants, irrespective of the scale, including any
disbursemgnts, applicable taxes and any interest payable thereon and any other amount
paid by the Defendants as costs. Class Counsel are authorized to settle the amount of

costs awarded on any motion, appeals or the trial of the Common Issues.

Except for any costs paid to Class Counsel as provided in paragraph 9 above, Class
Counsel shall only be paid its fees upon achieving Success in the Action, whether by
obtaining judgment on any of the Common Issues in favour of some or all Class
members or by obtaining a settlement that benefits one or more of the Class members.
The fees shall be paid by a lump sum payment to the extent possible, or (if a lump sum
payment is not possible) by periodic payments, out of the proceeds of any judgment,
order or settlement awarding or providing monetary relief, damages, interest or costs

to the Class or any Class member,
In the event of Success, Class Counsel shall be paid an amount equal to

(a) any disbursements not already paid to Class Counsel by the Defendants as
costs plus applicable taxes and interest thereon in accordance with s, 33(7)(c)
of the Act; plus

®) an amount equal to a percentage of Recovery plus HST where the applicable

percentage rate shall be as follows:

For the first $20 | For the portion | For the portion | For the portion
million of any | of the Recovery | of the Recovery | of the Recovery
Recovery between  $20 | between  $20 | in excess of $60
million and $40 { million and $40 | million
million million
If the Action is settled or | twenty-five twenty percent | fifteen percent | ten percent
there is judgment before | percent (25%) | (20%) (15%) (10%)
the Court renders a
decision on a certification
motion
If the Action is settled or | twenty-seven twenty-two seventeen and | twelve and a
there is judgment after the | and a half | and a  half | a half percent | half  percent
Court renders a decision | percent percent (17.5%) (12.5%)
on a certification motion | (27.5%) 22.5%)
and before the
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commencement of the

Common Issues trial;

If the Action is settled | thirty percent | twenty-five twenty percent | fifteen percent

after the commencement | (30.0%) percent (20.0%) (15.0%)

of the Common Issues (25.0%)

trial or is determined by

judgment after the trial.

12.  Class Counsel may make any motion for the approval of their fees. The amount to be

13.

paid for Class Counsel fees is in the sole discretion of the Court considering fee

approval but will not exceed any percentage provided for in this Agreement.

Class Counsel and the Clients understand that if the Court orders that the Clients pay
some portion of the costs incurred by the defendants in this litigation while Siskinds
LLP is counsel of record, in the absence of funding, Siskinds LLP will indemnify the
Clients against any such award and the Clients will not personally have to satisfy such
an award. In consideration for such indemnification, each of the percentage rates
under paragraph 11(b) above shall be increased by five percent (5.0%). In the event
that funding becomes available from the CPF or a third party financier, the increase of
five percent (5%) in the rates set out in paragraph 11(b) in consideration of the

indemnification in this paragraph shall not apply.

FUNDING FROM THE CLASS PROCEEDINGS FUND

14.

The Clients acknowledge that:

(a) Class Counsel, on their behalf, may apply for financial support from the CPF
or a third party financer;

(b)  as aresult, if provided, the CPF or a third party financer may advance payment
for some disbursements or indemnify the Clients and other plaintiffs for any
adverse cost award;

(©) in consideration for the CPF providing financial support and indemnification
of the Clients or other plaintiffs,

(i)  the CPF would be entitled to a ten percent (10%) levy of the amount of
the award or settlement funds, if any, to which one or more persons in

)
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the Class is entitled, plus the repayment of any financial support
received from the CPF; and

(ii)  there is a charge on any award or settlement fund in favour of the CPF
for the amounts referred to in (b) and (c); and

~(d) in the event a third party financer provides financial support and/or an
indemnification of the Clients or other plaintiffs, it is highly likely that the
third party financer would seek entitlement to a percentage of the amount of
the award or settlement funds, if any, to which one or more persons in the
Class is entitled and possible the repayment of any financial support received,
and that such percentage could range from five to ten percent (5% to 10%) of
Recovery.

15.  The Clients acknowledge and agree that Class Counsel may seek direct reimbursement
for disbursements or the payment of adverse cost awards from the CPF or a third party
funder.

DISBURSEMENTS

16.  From any Recovery, the Class shall pay Class Counsel for all disbursements they
reasonably incur in and in relation to the Action and any other action authorized by
this agreement. Recoverable disbursements shall include all amounts reasonably
incurred in connection with the Action, the trial of the Common Issues, the settlement
of the Action, the assessment of and recovery of damages for the Class members, or
any appeals relating to or arising out of the Action and any other action commenced,
including but not limited to expenses incurred for investigation, court fees,
duplication, travel, including business class travel, lodging, long distance telephone
calls, the cost of a toll-free telephone line, the cost of specialized computer equipment
and management systems software, computer consultants, public relations consultants,
website(s), courier, postage, telecopier, imaging, including the cost of imaging for file
closing purposes, and all services provided to Class Counsel by consultants, experts

and agents retained by or at the direction of Class Counsel.

17.  Except as provided in paragraphs 9 and 16 above, the Clients will have no liability or
obligation for the disbursements of Class Counsel, including, without limitation, the
fees and disbursements of third parties retained by Class Counsel pursuant to

i

paragraph 4 above or otherwise.
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CLIENTS’ OBLIGATION TO THE CLASS

18.  The Clients acknowledge the obligation to act in the best interests of the Class and that
Class Counsel are not obliged to follow instructions from the Clients which are not in
the best interests of the Class. In the event of a disagreement between the Clients and
Class Counsel concerning whether certain instructions are in the best interests of the

Class, the matter shall be submitted to the Court, or for arbitration.

19.  The Clients will cooperate in the prosecution of this Action, including attending for

any oral examinations if required.

20.  The Clients will ensure that any document relating to its transactions in securities of
Sino-Forest Corporation, including electronic records such as email, have been set

aside and protected from destruction.

JOINT RETAINER AND CONFLICT BETWEEN THE CLIENTS

21.  The Clients acknowledge that they are jointly retaining Class Counsel. As such, Class
Counsel shall receive and act on instructions from the Labourers and the Operating

Engineers.

22.  In the event that a conflict arises between the Labourers and the Operating Engineers that
cannot be resolved, Class Counsel shall, at its discretion, either (i) forthwith move to the
Court for directions, or (ii) refer the matter for decision to an arbitrator, who shall be a
retired Justice of the Ontario Superior Court, selected by Class Counsel at its sole
discretion. Costs of any such arbitration shall be considered a disbursement made in

connection with this retainer.

23. The Clients acknowledge and agree that in the event of a conflict that is not resolved
through the procedures set out in paragraph 22, in such event Class Counsel may be
retained or act for either of them or any other Class member and the Clients hereby
consent to Class Counsel being retained or acting for either of them or another Class

member regardless of a conflict between the Labourers and the Operating Engineers.

e
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TERMINATION OF AGREEMENT

24.  If the Clients or Class Counsel wish to terminate their relationship, the Clients or

Class Counsel will forthwith move to the Court for directions.

25.  The Clients acknowledge that Class Counsel will incur significant time and financial
risk in the conduct and carriage of the Action and any other action they commence in
that the fees and disbursements (apart from costs recovered and those paid by CPF or a
third party financer) are payable only upon Success and only out of the Recovery. In
the event that any of the Clients engage another lawyer to act in the Action or
otherwise terminates this agreement and the Action and/or any other action is a
Success, in whole or in part, Class Counsel shall be paid fees and disbursements in
accordance with the terms of this agreement as if Success was achieved or, if this

agreement is not approved, in such manner as the Court directs.
CONFIDENTIALITY

26.  The Clients acknowledge being advised that the communications between Class
Counsel and the Clients relating to the claims of the Class are privileged but that such
privilege may be lost if the Clients were to disclose such information to third persons
and that the interests of the Class could thereby be adversely affected. The Clients
agree to protect the confidentiality of such information and not to disclose such

information to any third person.

27.  The Clients agree that the Class Counsel’s files and documents, compiled in
connection with their investigation and prosecution of this matter, constitute the work
product and property of Class Counsel, over which Class Counsel have complete

control with respect to its use and/or disclosure.

AN ESTIMATE OF CLASS COUNSEL’S FEES

28.  The Clients or Class Counsel acknowledge that it is difficult to estimate what the
expected fee will be. However, given the proposed pleadings in the Action and Class

Counsel’s fees in other cases, Class Counsel estimate that the legal fees may be in the

>
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range of $5 to 20 million or more depending on the work done and the Recovery. An

example of how this agreement operates is set out in Schedule B to this agreement.

INTERIM DISTRIBUTIONS

29.  The Court may authorize interim payments to Class Counsel and/or to the Class.

REMUNERATION OF THE CLIENT

30.  The Clients acknowledge that they are not entitled to receive any payment or fee out
of the Recovery for acting as a representative plaintiff in the Action unless ordered by

the Court.
COURT APPROVAL

31.  Subject to this agreement being approved by the Court, it shall bind Class Counsel, the
Clients, and all members of the Class who do not opt out of the Action as well as their

réspective heirs, executors, administrators, successors and assigns.
AMENDMENTS AND ENTIRE AGREEMENT

32.  This agreement may be amended from time to time, in writing by the Clients and

Class Counsel, before it is approved by the Court.

33. It is agreed that there is no oral representation, warranty, collateral agreement, or
condition that affects this agreement. Amendments to this agreement may be made in

writing duly executed by parties. This Agreement may be signed in counterparts.
COUNTERPARTS

34.  This agreement may be executed by the Clients and Class Counsel in separate
counterparts, with signatures by facsimile being acceptable, each of which when so
executed and delivered shall be an original, but all such counterparts shall together

constitute one and the same instrument.

M
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35.  The Clients acknowledge that before signing this agreement they were advised of and

had the opportunity to obtain independent legal advice with respect to the meaning and

effect of this agreement and with respect to jointly retaining Class Counsel.

- July ,2011
July 2011
nly 2Z52011

Jaly 29,2011

bs
A—ud

%-JBLX [, 2011

Joseph Mancinelli, Chair, Trustee of the Labourers’
Pension Fund of Central and Eastern Canada

Carmen Principato, Vice-Chair, Trustee of the
Labourers’ Pension Fund of Central and Eastern
Canada

Brian Foote, Trus(qe,orfﬁ; International Union Of
Operating Engineers, Local 793 Pension Plan for
Operating Engineers in Ontario

Wt

Michael Gallagher, Trustee of the International Union
Of Operating Engineers, Local 793 Pension Plan for
Operating Engineers in Ontario

W

(Witess)

July ,2011

@,

Slskmds

pnsef A’.,w(
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Schedule A
Lawyer Usual Hourly Rate as of
January 1, 2011
Kirk M. Baert $840
A. Dimitri Lascaris $585
Michael Mazzuca T$715
Michael Robb $475
Jonathan Ptak $500
Jonathan Bida $350
Stephanie Dickson $200
Student-at-law or $185

summer student
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Schedule B — How the Fee Agreement Operates

One Example (note: this is an illustration only) Amounts

Action is settled before a decision on a certification motion

Recovery, inclusive of disbursements, paid by the Defendants $25,000,000

Disbursements incurred by Class Counsel including taxes of $5,752.21 $50,000

In the above example, what would be the amount of Class Counsel’s fee?

In addition to their disbursements plus applicable taxes, Class Counsel would request

fees equal to 25% of the first $20 million and 20% of the remaining $5 million.

Accordingly, Class Counsel would be paid $50,000 for disbursements plus $6 million
for its fees (exclusive of HST), subject to approval by the Court, which will assess if

the amount is fair and reasonable under the circumstances.

What is the total amount payable to the Class Proceedings Fund (CPF) if such funding is
put in place?

3.

In exchange for the indemnity it provides to the Clients, and for funding it provides
towards disbursements, the CPF is required to be paid a levy of 10% of net settlement
proceeds (net of Class Counsel fees), plus reimbursement for any disbursements and
taxes paid by it. The amounts paid to the CPF are separate and apart from any funds

given to Class Counsel, and are required by statute.

What is the additional amount payable towards Class Counsel’s fees in the absence of
funding?

4.

In consideration for Siskinds LLP providing an indemnity to the Clients, Class
Counsel would request an addition 5% of the settlement for Class Counsel fees. Class
Counsel would request fees equal to 30% of the first $20 million and 25% of the
remaining $5 million. Accordingly, subject to Court.approval, Class Counsel would be

paid $50,000 for disbursements plus $7.25 million for its fees (exclusive of HST).

Yy
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What is the amount available for the Class?
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5. In this illustration, the Class would recover either $16,353,000 if there is CPF funding

or $16,757,500 if there is no funding:

CPF Funding

Recovery $25,000,000
Less: Amount payable to Class Counsel ($6,000,000)
Less: 13% for HST on fees ($780,000)
Less: Amount payable for Disbursements (8$50,000)
Subtotal $18,170,000
Less: 10% payable to Class Proceedings Fund ($1,817,000)
Balance available for Class $16,353,000
No Funding

Recovery $25,000,000
Less: Amount payable to Class Counsel ($7,250,000)
Less: 13% for HST on fees (8942,500)
Less: Amount payable for Disbursements (850,000)

Balance available for Class

$16,757,500
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This is  Exhibit  "C(1)"
mentioned and referred to in the
Affidavit of Charles Wright,
sworn before me at the City of
London, in the Province of
Ontario, this 21% day of
November, 2013.

(72 . . 7
A Commissioner, etc.

SHARLA JOAN STROOP, a Commissioner, etc.,
Province of Ontario, for Siskinds™*
Barristers and Solicitors. Expires: Cctober 6, 2015
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Court File No. CV-11-431133-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

CHONOURAY ) TUESDAY. THE 23% DAY
JUSTICE PEREL L ) OF SEPTEMBER, 2012

BETWERN:

'HE TRUSTEES OF THE LABOURERS' PENSION FUND

NTRAL AND EASTERN CANADA, THE TRUSTELS OF THE

INAL UNION OF OPERATING ENGINEERS LOCAL 793 PENSION
ATING ENGINEERS IN ONTARIQ, SJUNDE AP-FONDEN, DAVID
GRANT and ROBERT WONG

Plaintiits

-and -

SINO-FORENT 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 VLE. HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY L.
WEST, POYRY (BELJING) CONSULTING COMPANY LIMITED, CREDIT SUISSE
SECURITIES {CANADA), INC,, TD SECURITIES INC,, DUNDEYE 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 & SMITIH
INCORPORATED (successor by merger to Banc of America Securities LL(C)

Defendants
Proceeding under the Class Proceedings Act, 1992
ORDER
THIS MOTION made by the PlainufTfs for an Order §) certifving ihis action as u cluss
nroceeding for settlement purposes as against Poyry (Beijing) Consulting Company Limited (the
“Settling Defendamt™): i) approving the settlement agreement made as ol Maich 20, 2012,
between the plaintils and the Settling Defendant (the “Scttlement Agreement”™): i) approving

the form of notice © class members of the certification of this action and the approval of the
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Settlement Agreemeni (“Long-Form Approval Notice™) and e summary notice o cuss
members of the eertification of this action and the approval of the Scttlement Agreement (*Shert-
Form Approvai Notice™) (together. the "Approval Notices™): iv) approving the form of notice to
class members of the Approval Notices ("Notice Plan™): and v) dismissing the action as against

the Settiing Defendant, was heard on September 21, 20120 in Toronto, Ontarie.

WHEREAS the Plamtfly and the Settding Defendant have entered inio the Settloment

Agreement in respect of the Plaint!1s™ ¢laims against the Settiing Defendant.

AND WHEREAS notice of the Seudement Approval Fearing in thils procceding was

provided pursuan to the Order dated May 17,2012,

AND WHEREAS the defendant Sio-lforest Corporation ("Sino-Forest™ has delivered
o counsel for the plaintifis a list of holders of Sina-Forest’s securitics as of June 2, 2011 (the

~Jane 2. 2011 Sharcholder List™):

AND ON READING the materials tiled. including the Settlement Agreement attached to
this Order as Schedule “A™ and on hearing submissions of counsel for the Plaintiffs, counse for
the Seuling De'endant, and counsel for the Non-Seuling Defendants (as defined 1w the

Scttfemeny Agreement):
THIS COURT ORDERS that the plaintifts are granted leave to bring this mouon.

2 THIS COURT DIECLARES that for the purposes of this Order the definitions set out i

the Setlement Agreement apply to and are incorporated mto this Order.
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THIS COURT ORDERS that this proceeding be, and herchy is. certlied as a class
proceeding, for pumases of settlement only. pursuant to the Cluss Proceedings Act, 1992,

SC 992, ¢ 6. (O sections 2 and 3.
THIS COURT ORDERS that the Sculement Class is defined as:

all persons and entities, wherever they may reside. who acquired
Simo-Forest Corporation common shares. notes. or other securifics.
as defined in the Ontario Securities Act, during the period from and
including March 19, 2007 10 and including June 2, 2011

(a) by distuibution in Canada or on the Toronto Stock

Fxchange or other sccondary market in Canada. which

includes securities acquired over-the-counter or

(b) who are residents of Canada or were residents

Canada at the time of acquisition and who acquired Sino-

Forest Corporation’s securities oulside of Canada,
excluding the defendants. their past and preseri subsidianes.
aft’ates. officers, dirvectors, semor employees, pariners, Jegal
represertatives. heirs. predecessors, successors and assigns. and
any individual who is @ member of the immediate fapuly of an
individual detendant

THIS COURT ORDERS AND DECLARES thot the Trustees of the [uabourers’
Pension Fund of Cental and Eastern Canada. the Trustees of the International Union of
Operating Faginvers Local 792 Pension Plan for Operating Engineers in Omario, Stunde
AP-londen. David Grant and Robert Wong be and hereby are appointed as the

representative plaintifls for the Scrtlement Class.

THIS COURT ORDERS AND DECLARES that the elaims asserted on nehalf ol the

Settlement Class as against the Settling Detendant are: (a) negligence in connection aith

Sino-Forest's share and note offerings during the class period: (b) the statutory cause of

action in section 130 of the Securities Adcr, RSO0 19900 ¢ 8.5 (7OS1™) tor alleged
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misrepresentations in Sino-Forest’s June 2009 and December 2009 prospectuses: and (L)
the statutory cause of action in Part XXIH.1 of the (254 in connection with Sino-Forest's

contnuous disclosure documents:

THIS COURT ORDERS that. for the purposes of settlement. the Ontario Proceeding be
and herelr s cortified on the basis of the (ollowing common issue:

Did the Sertling Defendant make misrepresentatiors as alleged in

this Procceding during the Class Period concering the assets,

business or yansactions of Sino-Forest. 1 so. what damages. i

m, did Settloment Class Members suffer?
THIS COURT ORDERS that NPT Ricepoint Class Action Scervices be and is hereby
appotnted as the Opt-Out Administrator tor purposes of the proposcd seitlement and {or
carrving out the duties assigned to the Opt-Out Adimin strator under the Scttfemeni

Agreement,

THIS COURT ORDERS that any putative Setdement Class Member may opt out oo

Seudement Class in accordance with section 4.1 of the Sctifement Agreement

THIS COURT ORDERS that any Sculement Class Member who vahdly opts out of the
Settlement Agrecment in accordance with paragraph 9 of tis Order is not bound by the
Settlement Agreement and may ro fonger participate i any continuation or setdement of

whe within action.

THIS COURT ORDERS that the Settlement Agreement, in its entirety (neluding the
Rectals, the Definitions set out in Scetion 1, and the Schedules). forms part ef his Order.
shall be implemented in accordance with its terms subject to the terms of ihis Order. and

is binding upon the Plaintifls. the Sctiling Defendant. the Opt-Out Administrator and a

176



gmyers

gmyers


‘o3

Sctlement Class Members, including those persens who are minors or mentaliy
incapable, whe did not validly opt out of the Senlement Class iy accordance with the
Scettlement Agreement, and that the requirements of” Rules 7.04(11 and 7.08(4Y of the
Rules of Civil Procedure. RRO 1990, Reg 194 are dispensed with in respect of the w tin
action.  [f there 18 any inconsistency between the terms of this Order and the Setlenvent

Agreement, the terms of this Grder govern.

THIS COURT ORDERS AND DECLARES that any Scttiemens Class Member who
does not validly opt out of the Settiement Class in accordane: sith paragraph @ of this
Order shall be deemed 10 have elected to participate in the setiement and be bound by he

terms of the Setilement Agreement and all related coun Orders.

THIS COURT ORDERS AND DECLARES thet cach Settlement Class Member who
does not opt out of the Setthement Class in accordance with paragraph 9 of th's Order
shall consent and shall be deemed to have consented to the dismissal. without costs and
with prejudice. of any other action the Scttlement Class Member has commenced against

the Releasees. or any of them, in relation to a Released Claim (an ~Other Action™).

THIS COURT ORDERS AND DECLARES that cach Other Action commeneed in
Ontario by any Scrtlement Class Member who does not opt out of the Settement Class in
accordance with paragraph 9 ot this Order is dismissed against the Releasces. without

costs and with prejudice.

THIS COURT DECLARES thar, subject to the terms of this Order. the seitiement ay set
forth in the Seutlement Agreement is fair, rcasonable and in the best interests of the

Settlement Chass Mombers,
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THIS COURT ORDERS that, subject 10 (he terms of this Order, the Settlenent

implemented in accordance with its terms.

THIS COURT ORDERS that the form and content of the Long-Form Approval Noetec.
the Short-Form Approvel Notice. and the opt out torms attached hereto as Schectles
“13TUCT, and DT respectively. be and are hereby approved and shadl be published.
subjeet to the right of the plaintift and the Seutling Defendant to make minor non-materia
amendments to such forms, by mutual agreement. as may be necessary or desirable. or

or the purpese of crearing an online opt out form at the Opt-Out Admin strator’s webs te
THIS COURT ORDERS that the Approval Notiees shall be disseminated as follows

() A copy of the Long-Form Approval Notice will b provided by Koskie Minsky
1P, Siskinds 1P, and Siskinds Desmeules. sencr! (together, “Class Counsel ™)
and the Opt-Out Administrator 1o all individuals or entities that have contacicd
Class Counsel regarding this action, and to any person that requests it

th} Within 10 days of the Order of the Québee Court approving the Sculement
Agreement (the “Québec Approval Order™). the Lorg-Form Approval Notice will
be posted on the websites of Sino-Forest Corporat on {(on its main page). Class
Counscl, and the Opt-Out Adminisirator:

{C) Within 20 davs ot the Québec Approval Order. the Long-Form Approval Nouce
wiil be sent directly 1o the addresses of class members listed on the June 2, 201!
Shareholder List:

(¢ Within 20 days of the Québec Approval Order. the Long-Form Approval Notiee
will be sent to a list of all brokers known to the Opt-Out Adnministrator. with
cover letter contaimiog the following statement:
Nominee purchasers are directed. within en (10) dayy ol thw
receint of this Notice (a) o provide the Opt-Out Admiy Istrator
with lists of names and addresses of benefizial owners: or (b) to
request  additional copies of the Notice from the Opt-Out
Administrator, 10 mail the Notice o the beneficial owners,
Nominee purchasers who cleet o send the Notice 10 their
beuelicial owners shall send a smtement w0 the Opt-Oul
Administrator that the mailing was compliete- as dirceted
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o) Within 30 days of the Québee Approval Order, the Short-Form Approval Notice
will be published in the {ollowing print publications:

(1 The Globe and Mail, in English. in one weekday publication;
(i Narional Post, in English, in one weekday publication:
(i1i) La Presse. in French, in one weekday publication; and
vy Le Soleil, in Trench. in one weekday publication.
THIS COURT ORDERS that the cost of distributing the Approval Notices shall he
borne solely by the Settiing Detfendant up to $100.000 and equally between the plaintifTs
and the Settiing Defendant for any costs in excess of $100.000. subject 1o review or

reudiustment by agreement between the plaintiffs and the Setiling Delendant,

THIS COLRT ORDERS that no Scttlement Class Member may opt out of this class
proceeding afier the date which is sixty (60} days afier the date on which the Approval

Natices are first published (the =“Cpt-Qut Deadline™) except with Jeave of this court.

THIS COURT ORDERS thaw within fifleen (135 davx of the Opt-Out Deadhne. the
Opt-Out Administrator shall serve on the parties and flie with the court an aflidavit iisting

at! persons or entides that have opted out.

THIS COURT ORDERS AND DECLARES that the Court shall reuain jurisdiction
over the Phaintiits, the Opt-Out Administrator. the Sctilement Class Members. the Poyvry
Parties (us defined in paragraph 27 hercot), Poyry PLC and Povry Finland QY for ail
matters reating to the within proceeding, including the administration, interpretation.
eftevtuation, andior enforcement of the Settlement Agreement and this Qrder and that 2]
of these parties are hereby declared o have attorned o the jurisdiction of this Cowt in

relation therato.
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THIS COURT ORDERS AND DECLARES that approval of the Sailement
Agreement is contingent upon the issuance by the Superior Court ol Québeg of an Cirder
approving the Settlement Agreement. [17 such Order 15 not secured in Qudbec. this Order
shall be nuil and void and without prejudice to the rights of the parties to proceed with
this action and any agreement between the parties incorporated inv this Order shail be

deemed in any subsequent proceedings to have been made withowt prejudice.

THIS COURT ORDERS AND ADJUDGES that vpon the date the Sceulemoent
Agreemert becomes final. the Releasors (ully, finally, and forever release the Releasces

from the Released Claims,

THIS COURT ORDERS AND DECLARES that. subicet to parazraph 30 below, all
clavns for contrbution. indemnity or other clanms over, including, without limitation.
poteniial third party claims, at common law, equily or pursuant o the (0S4 or otaer
statute. whether asserted, vnasserted or asserted n o representative capadity or in any
other capacity. inclusive of interest. costs. oxpenses. class administration expenses.
nenalties, legal fees and taxes, relating to the Released Claims. which were or could have
been broughit in the within proceedings or otherwise. or could in the futire be brought on
the basis ¢f the same events, actions and omissions underlying the withi proceedings or
atherwise, by any Non-Scttling Defendant or any Parry or any Releasor against all or any
of the Releasees wre barred. prohibited. and enjoined in accordance with the termy of the

settlement Agreement and this Order (the "Bar Qrder™).

THIS COURT ORDERS AND DECLARES that {1 the Count determines that there 15
right ol contribution and indemnity or other claims over. including. without tmitation.

potential thud party claims, at common law. equity or pursuant to the OS4 or other
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slatute, whether asserted, unasserted or asserted in a representative capacily or in any
other capacity. inclusive of interest, costs. expenses, c¢lass administration expenses.

penaltivs. fegal lees and taxes, relating to the Released Claims:

{a) the Sertlement Class Members shall nou be entitled 1o ¢laim or recover tfrom the
Non-Sething Defendants that portion of anv damages (including  punitive
damages. i any). restitutionary award. disgorgement of proffs. interest and costs
that corresponds to the Proportionate Liability of the Releasees proven w tricl or

othenwise: am!

() this Court shall have tull authority to determine the Proportionate Liability of the
Releasces at the arial or other disposition of this action. whether or not the
Releasces appear at the trial or other disposition and the Proportionate Liabiiit off
the Releasees shall be determined as i the Releasees are parties 1o this action and
anv determination by this Court in respect of the Proportionate [iabifine of the
Ru casees shall only apply in this action and shali not be binding on the Releasees

in any other proceedings.

<7 THIS COURT ORDERS AND DECLARES that, after all appeals ar times to appeal
from the centification of this action against the Non-Sewding Defendants have been

exhausted. any Non-Settling Defendant is entitled to the following:

() documentary discovery and an affidavit of documents in accordance with the
Rides 2. Civil Procedure from any and ali o the Sctiting Derendant, Poyry
(Bei'ingy Consulting Company [id. - Shanghal Branch, Péyry Manageinent

Consulting (Singaporc) Ple. Lid.. Poyry Forest Industry [td.. Povry {orest
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[ndustry Pre. Lide Povry Management Consulting (Australia) Py, Tad., Poyry
Management Consulting (N7) Lid.. 1P Nonagement Consulting (Asia-Pacific:
Lid.. and any successor entities (collectively. the “Povry Parties™. cach a "Péyny

Pary™)

oral discovery of a representative of any Pdyry Party i accordance with the Kwdes
of Civil Procedure, the transeript of which may be yead in at triad solely by the
Nen-Settimg Defendants as pant of their respective cases in defending the

-

Phentiffs’ allegations concerning the Proporuonate Liability of the Releasces and
in conmection with any potential claim by a Non-Settling Defendant against a

Poyry Party lor contribution and indemmity that may arise out of an Order made

under paragraph 30 below:

leave 1o serve a request (o admit on any Poyry Party in respect of factual matters

and or documents in accordance with the Rules of Civif Procedure:

the production of a representative of any Payry Party 1o testify at wial in
accordance with the Rules of Civil Procedure. with such withess o witnesses 10

be subject o cross-examination by counsel for the Non-Scitling Defendants: and

v

leave to serve Bvidence SAof natices on any Poyvry Party,

The discovery sei out in subparagraphs (a) and {b) above shall proceed pursyant o an

agreement between the Non-Settling Defendants and the Povry Parties in respect o0 o

discovery nlan. or failing such agreement, a further Order of this Court in respect vl a

discovery plan.

182


gmyers


29

211 -

THIS COURT ORDERS AND DECLARES that the POyry Parties. Povry PLC and
Péyry Finland QY shall, on a best cfforts basis. take steps to collect and preserve all
documents relevant o the matters at issue in the within proceeding and any proceeding
contemplated by paragraph 30, until such tme as the within proceeding and any
procecding contemplated by paragraph 30 have been final v disposed of and all appeals

or times to appeal [rom any Order tinallv disposing of the within proceeding and any

proceeding contemplated by paragraph 30 have been exhausted.

THIS COLRT ORDERS AND DECLARES that service cn any Poyry Party. Poyry
PTC and Povry Finland OY of any court documents relating 10 the within proceeuing.
including. but not fimited e notices of examination, requests 10 inspect or adniit
Feidence et notees and summons. may be served on counsel for the Setting Defendant.
John Pirie of Baker & MceKenzic LLP, or such other counsel as may replice currer:
counse] as counsel tor the Settling Defendant in respect of this proveeding and that such

service shall be deemed to be sulficient service under the Rules of Civil Procedurc.

THIS COURT ORDERS AND DECLARES that it any Poyry Party faily to satistv it
reasonable obligations arising under paragraph 27 above. a Non-Settling Delendant may

make 2 motion o this Court on ai least fifteen (13) davs notice W compel reasonable

complinnee by the alleged non-compliant Poyry Party or for such other alternative rejief

as the Court may consider just and appropriate. 1 such an Order is made. and no:
adhered 10 by the Poyry Party at issue, a Non-Seuling Defendant may then bring a moton
an at feast twenty (20) days notice to Lift the Bar Order urder paragraph 25 above with
respect o the Pévey Party at issue and to advance a claim for contribution. indemmty or

other ¢iaims over against the Péyry Party at issue.
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THIS COURT ORDERS AND DECLARES that any Poyvry Purty affected or
potentially affected by a motion brought under paragraph 30 above shall have the right to

oppose any such moton.

THIS COURT ORDERS AND DECLARES that il an Order 1s made under paragraph
30 above pemiitting a claim w be advanced against o PSyrv Party by a Non-Settiing

Detendant:

o any titation period applicable to such a claim, whether in favour of o Povey
Party or a Non-Sertling Defendant. shall be deemed to have been iolled as of the
dute of this Order and shall cominue as of the date of any Order permining

claim 1o be advanced against any Povry Party pursuent (o paragranh 30 above:

any Pavry Party that {s subject to a claim permitied under paragraph 30 above
shall have all procedural and substantive rights avadable 10 1t at law to defend amd
chalienge such a clomm. including, imer alia. the right 10 bring a motion lor
summary judgment or o strike out a pleadmg on the ground that it discloses no

reasonable cause of aetion; and

(¢) no Pavry Party shall advance or raise any res judicaru or issue estoppel arpument

or detence with respect o any claim permitted under paragraph 30 above.

THIS COURT ORDERS AND DECLARES that nothing in this Order shall be taken as
awaiver of any rights that a PSyry Party may have. now or in the tuture, to challenge any

clutm or procceding brought against a Péyry Party by a Non-Settling Defendant,

THIS COURT ORDERS AND DECLARES that after ali appeals or times 1o appueat

from the certification of this action against the Non-Settling Defendants have been
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exhausted. any Non-Scttling Defendant may bring a motion 1o this Couwrt on at least
twenty (20) days notice secking a determination from the Count as 1o whether Poyry PLC
and or Péyry Finland QY shall be subject 1o the Non-Senihing Defendants’ procedural
entitlements set out in subparagraphs 27(a). (b). (¢). (d) and (¢) above. Péyry PLC. Poyvry
Finland OY und/or any Povry Party atfected or potentially atfected by a motion brouvht

under this paragraph shall have the right to oppose any such motion.

THIS COURT ORDERS AND DECLARES that if an Order is made under paragraph
34 above requiting Pdyry PLC andror Péyry Finland OY to be subject to the Non-Seriing
Defendants' procedural entitlements set ot i subparagraphs 27(a). (b (o) (d) and (<.
then Posre PLC and/or Poyry Finland OY. as the case may be. shall be deemed to be 2

Povry Party and the relief set out in paragraphs 22, 27, 30, 31, 32 and 33 above shall

apply to Poyry PLC and/or Poyry Finland OY as if each entity was a Poyry Pany.

THIS COURT ORDERS AND DECLARES that this Order and 2ts wenms are entirely
witnout prefudice 10 the Non-Setding Defendants except as against the Releasees as
provided hereing including without hmiting the generality of the foregeing without
prejudice o the Nop-Scttling Defendants” ability to challenge any aspect of ans
certification or vther preliminary motions currently pending or that may be brought in the
{future in respect of the Non-Settling Defendants, including the factual. evidentiary and o
iceal clements of the test for certification under the Cluss Proceedings Act. S.0. 1992, ¢

.
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370 THIS COURT ORDERS AND ADJUDGES that. upon the Effective Date. the within

proceeding is dismissed againgst the Seitling Defendant without costs and with preiodice.

Date: ? N
ENTERED AT / INSCRIT A NTQ -\r;’M N 3

ON / BOCK NO: THE HONOURABLE JUSTICE PERELL
LE / DANS LE REGIST

0T 300
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Schedule A

SINO-FOREST CLASS ACTION
NATIONAL SETTLEMENT AGREEMENT

Made as of March 20, 2012

Between

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND EASTERN
CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF OPERATING
ENGINEERS LOCAL 795 PENSION PLAN FOR OPERATING ENGINEERS IN ONTARIO,
SJUNDE AP FONDEN, DAVID GRANT, ROBERT WONG and GUINING LIU

and

POYRY (BEUING) CONSULTING COMPANY LIMITED
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SING-FOREST CLASS ACTION
NATIONAL SETTLEMENT AGREEMENT

RECITALS

A. WHEREAS the Proceedings have been commenced by the Plaintiffs in Ontario and
Quebec which allege that the Settling Defendant made misrepresentations regarding the assets,
business and transactions of Sino-Forest contrary to the OS4, the 0S4, the civil law of Quebec

and the common law of the rest of Canada:

B. AND WHEREAS the Setiling Defendant believes that it is not liable in respect of the
claims as aileged in the Proceedings and the Settling Defendant believes that it has good and
reasonzble defences in respect of the merits in the Proceedings;

C. AND WHEREAS the Settling Defendant asserts that jt would actively pursue its defences
in respect of the merits during the course of certification, during the course of discovery and at

wiaf if the Plaintiffs continued the Proceedings against it;

D. AND WHEREAS, despite the Settiing Defendant’s belicf that it is not liable in respect of
the claims as alleged in the Proceedings and its belief that it has good and reasonable defences m
respect of the merits, the Settling Defendant has negotiated and entered into this Settlement
Agreement to avoid further expense, inconvenience, and burden of this litigation ana any other
present or future litigation arising out of the facts that gave rise to this litigation and 1o achieve
final resolutions of all claims asserted or which could have been ssserted against the Setiling
Defendant by the Plaintiffs on their own behalf and on behalf of the classes they seck to

represent, and to avoid the risks inherent in uncertain, complex and protracted litigation;

E. AND WHEREAS counsel for the Setiling Defendant and counsel for the Plaintiffs have
engaged in extensive anm’s-length settlement discussions and negotiations in respect of this

Settlement Agreement;

E, AND WHEREAS as a result of these settlement discussions and negotiations, the Setiling
Defendant and the Plaintiffs have entered into this Settlement Agreement, which embodies all of
the terms and conditions of the settiement between the Plaintiffs and the Sentling Defendant, both
individually and on behalf of the Settlerment Class, subject to approval of the Courts;
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G.  AND WHEREAS the Plaintiffs have agreed to accept this settlement, in part, because of
the velue of the cooperation the Settling Defendant has made and agrees to render or meke
available to the Plaintifls and/or Class Counsel pursuant to this Settlement Agreement, as wel as
the atendamt risks of litigation in light of the jurisdictional issues relating to the Settling
Defendant, the potemtial defences that may be asserted by the Settling Defendant and the
challenges of enforcement against the Setding Defendant in a foreign jurisdiction;

H.  AND WHEREAS the Plamtiffs recognize the benefits of the Settling Defendant’s early
cooperation in respect of the Proceedings;

L AND WHEREAS the Seutling Defendant does not admit through the execution of this
Settlement Agreement any allegation of unlawful conduct alleged in the Proceedings;

L AND WHEREAS the Plamtiffs and Class Counsel have reviewed and fulty understand
the terms of this Sctilement Agreement and, based on their analyses of the facts end law
applicable to the Piaintiffs’ claims, and having regard to the burdens and expense in prosecuting
the Proceedings, including the risks and uncertainties associated with trials and appeals, the
Plaintiffs and Class Counsel have concluded that this Settlement Agreement is fair, reasonable

and in the best interests of the Plaintiffs and the classes they seek to represent;

K. AND WHEREAS the Plaintiffs, Class Counsel and the Seitling Defendant agree that
neither this Settlement Agreement nor any statement made in the negotiation thereof shall be
deemed or construed 10 be an admission by or evidence against the Settling Defendant or
evidence of the quth of any of the Plaintiffs® allegations against the Settling Defendant, which

the Sertling Defendant expressly denies;

L. AND WHEREAS the Settling Defendant is entering into this Settlement Agreement in
order 1o achieve a final and nation-wide resolution of all claims asserted or whick could have
been asserted against it by the Plaintiffs in the Proceedings or claims which could in the future be

rought or the basis of the same events, actions and omissions underlying the Proceedings, and
to avoid further expense, inconvenience end the distraction of burdensome and protracted

litigation;
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M.  AND WHEREAS the Parties thercfore wish to, and hereby do, finally resolve on a
national basis, without admission of liebility, all of the Proceedings as against the Setiling
Defendant:

N. AND WHEREAS for the purposes of settlement only and contingent on approvals by the
Courts as provided for in this Settlement Agreement, the Partics have consented to certification
of the Ontario Procceding and authorization of the Quebec Proceedings as class proceedings and

have consented to a Seftlement Class and 2 Comumon Issue in each of the Proceedings;

0. AND WHEREAS for the purposes of settlement only and coatingent on approvals by the
Courts as provided for in this Scttiement Agreement, the Plaintiffs have consented to a dismissal
of each of the Proceedings as against the Settling Defendant;

NOW THEREFORE, in consideration of the covenants, agreements and releases set forth herein
and for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, it is agreed by the Partics that the Proceedings be settled and dismissed with
prejudice as to the Settling Defendant only, without costs as to the Plaintiffs, the classes they
seek to represent or the Settling Defendant, subject to the approval of the Courts, on the

following terms and conditions:

SECTION 1 - DEFINITIONS
For the purpose of this Settiement Agreement (as hereinafter defined):

(1) Affiliates mzans, in respect of any Person, any other Person or group of Persons that,
directly or indirectly through one or more intermediaries, control, are controlled by, or are under
common control with, such Person first mentioned, and for the purposes of this definition,
“control” means the power to direct or cause the direction of the menagerent and policies of a

Person whether through the ownership of voting securities, by contract or otherwise,

(2)  Approval Hearings means the hearings to approve the motions brought by Ontario
Counse] before the Ontario Court and Quebec Counsel before the Quebec Court, for such

Couris’ respective approval of the settlement provided for in this Sett'ement Agreement.

(3)  Auditors means, collectively, Emst & Young LLP and BDO Limited (formerly known as
BDO McCabe Lo Limited).
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(8)  Class Counsel means, collectively, Ontario Counse! and Quebec Counsel.
(5)  Class Period means March 19, 2007 to June 2, 2011.

(6)  Common Issue in each of the Omario Proceeding and Quebec Proceeding means: Did
the Settling Defendant make misrepresentations as alleged in this Proceeding during the Class
Period concerning the assets, business or transactions of Sino-Forest? If so, what damages, if
any, did Settlement Class Members suffer?

(7)  Courts means, coilectively, the Ontario Court and the Quebec Court,

(8)  Defendants means, collectively, the Persons named as deiendants in the Proceedings as
set out in Schedule A and any other Person who is added as a defeadant in the Proceedings in the

future.

% Effective Date means the date when the Final Order has been received from the last of
the Ontario Court and the Quebec Court to issue the Final Order.

(10)  Exeluded Person means the Defendants, their past and present subsidiaries, affiliates,
officers, directors, senior employees, partners, legal representatives, heirs, predecessors
successors and assigns, and any individual who is a member of the immediate family of an
individual Defendant.

('1)  Finat Order means a final judgment entered by the Ontario Court or the Quebec Court in
respect of both: (1) the certification or authorization of the Ontario Proceeding or the Quebec
Proceeding, respectively, as a class proceeding; and (if) the approval of this Settlement
Agreement; but only once the time to appeal such judgment has expired without any appeal
being taken, if’ an appea! lies or, once there has been affirmation of the cenification or
authorization of a Procecding as a class proceeding and the approval of this Settlement

Agreement, upor, a final disposition of all appeals therefrom.
(i2) Non-Settling Defendant means a Defendant that is not the Settling Defendant.

(13)  Notice of Certification/Authorization and Approval Hearings means ¢he form or forms
of notice, agreed to by the Plaintiffs and the Settling Defendant, or such other form or forms as
may be approved by the Courts, which informs the Settiement Class of: (i) the certification of the
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Ontario Proceeding or authorization of the Quebec Proceeding solely for the purposes of this
Settlement; (ii) the dates and locations of each of the Approval Hearings; (iii) the principal terms
of this Settlement Agreement; (iv) the process by which Settlement Class Members can opt out
of each of the Proceedings; and (v} the Opt Out Deadline in respect of each of the Proceedings.

{14)  Ontario Preceeding means Ontaric Court File No. CV-11-431153-00CP (Toronta).
{15 Ontario Counsel means Siskinds LLP and Koskie Minsky LLP.
(16}  Ontario Court means the Ontario Superior Court of Justice.

(17)  Opt-Our Administrator means the Person appointed by the Courts to receive and report
on Opt Quts,

{13) Opt-Out Deadline means the date which is sixty (60) days afler the date on which the
Notice of Certification/Authorization and Approval Hearings is first published.

(19) 084 means the Securities Act, RS0 1990, ¢ 8.5.

{(20)  Other Actions means, without limitation, actions, suits, proceedings or arbitration, civil,
criminal, regulatory or otherwise, 8! law or in equity, other than the Proceedings, relating to
Released Claims commenced by 2 Settlement Class Member either before or after the Effective

Date.

(21)  Parties means, collectively, the Plaintiffs, Scttlement Class Members and the Setling

Defandant,

{22) Person means an individual, corporation, partnership, limited partership, limited
liability company, association, estate, legal representative, trust, trustee, executor, beneficiary,
unincorporated association, government or any political subdivision or agency thereof, and any
other business or legal entity end their heirs, predecessors, successors, representatives, ot

assignees.

(23)  Plainnffs means the Persons named as plaintiffs in the Proceedings as set out in Schedule
A, and any other Person who may in the future be added as plaintiff to either of the Proceedings.

{(24)  PRC means the People’s Repubtic of China.
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(25)  Proceedings means, collectively, the Oniario Proceeding and the Quebec Proceeding.

(26)  Propartionate Liability means that proportion of any judgment that, hed they not scttled,
the Ontario Court would have apportioned to the Releasces.

27y QSA means the Quebec Securities Act,R.8.Q.,¢. V-1.1

(28)  Quebec Class Members means all natural persons, as well as all tegal persons established
for a private interest, partnerships and associations having no more than fifty (50) persons bound
1o it by contract of employment under its direction or control during the twelve (12} month
period preceding the motion for authorization domiciled in Quebec (other than the Defendants,
their past and present subsidiaries, affiliates, officers, directors, senior employees, partners, legal
representatives, heirs, predecessors, successors and assigrs, and any individual who is an
immediate member of the families of the individual pamed defendants) who purchased or
ctherwise acquirec, whether in the secondary market, or under a prospectus or other offering
document in the primary market, equity, debt or cther securities of or relating to Sino-Forest
Corporation, from and including August 12, 2008 to and including June 2, 2011,

(29) Quebec Counsel means Siskinds Desmeules s.e.n.c.r.l.
(30)  Quebec Court means the Superior Court of Quebec.

(31)  Quebec Proceeding means Quebec Court (District of Quebec) Court file No. 200-06-
0001324111,

(32)  Released Claims means any and all manner of claims, demands, actions, suits, causes of
action, whether class, individual or otherwise in rature, whether personal or subrogated, fer
damages whenever incurred, obligations, liabilities of any nature whatsoever including, without
limitation, interest, costs, expenses, class administration expenses, penaltiss, and lawyers' fees
{including Class Counsel's fees), known or unknown, suspected or unsuspected, inn law, under
statute or in equity, that the Releasors, or any cf them, whether directly, indivectly, derivatively,
or in any other capacity, ever had, now have, or kereafter can, shall or may bave, relating in any
way to any conduct anywhere, from the beginning of time to the date hereof, or in respect of any
raisrepresentations (inciuding, without limitation, any verbdl statements made oy not made by the

Settling Defendant’s agents) directly or indirectly relating to Sino-Forest, its Suosidiarics
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(including, without limitation, Greenheart Group Limited) and other Affiliates and their
respective assets, business and transactions, whether contsined in or arising from valuations or
reports prepared by the Settling Defendant or any Releasee for Sino-Forest, its Subsidiaries
(including, without imnation, Greenheart Group Limited) and other Affiliates or elsewhere, or
relating to any conduct allsged (or which could have been alleged or could in the fulure be
alleged on the basis of the same events, actions and omissions) in the Proceedings including,
without limitation, any such ¢laims which have been asserted, could have been asserted, or could
in the future be asserted on the basis of the same events, actions and omissions undertying the
Proceedings, directly or indirectly, whether in Canada or elsewhers, as & result of or in
connection with the events discussed in the reports of Sino-Forest’s Independent Commitiee and
the June 2, 201 report issved by Muddy Waters LLC in respect of Sino-Forest, its Subsidiaries
(including, without limitation, Greenheart Group Limited) and other Affiliates;

(33) Releasees means, jointly and severally, individually and collectively, the Settling
Defendany, its past and present, direct and indirect, Subsidiaries and other Affiliates, and their
respective divisions, partners, insurers {solely in respect of any insurance policy applicabie 1o the
acts or omissions of the Settling Defendant, its past and present, direct and indirec:, Subsidiaries
and other Affiliates), zonsultants, sub-consultants, attorneys, agents and 2ll other Persons that are
Affilietes of any of the foregoing, and all of thewr respective past, present and future officers,
directors, employees, agents, partners, shareholders, artomneys, tuslees, servants and
representatives and the predecessors, successors, purchasers, heirs, executors, administrators and
assigns of each of the foregoing, excluding always the Non-Settling Defendants and any of their
respective current or former Subsidiaries and other Affiliates, officers, directors, executives,

employees, shareholders, joint venturers and/or partners.

(34)  Releasors means, jointly and severally, individvally and coliectively, the Plaintiffs and
the Settlement Class Members and their respective Subsidiaries and other Affiliates, and their
respective divisions, partners, insurers, consultants, sub-consultants and all other Persons that are
Affiliates of any of the foregoing, and all of their respective past, present and future officers,
directors, emplovees, agents, partners, sharchclders, attomeys, busiees, servants and
representatives and the predecessors, successers, heirs, executors, administrators, representatives,

insurers and assigns,
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(33)  Settlement Agreement means this agreement including the recita)s and schedules.

(36)  Settlement Class means, in respect of cach of the Ontario Proceeding and the Quebec

Proceeding, the settlement class defined in Schedule A.

(37)  Settlement Class Member means a member of a Settlement Class who does not validly

opt-out of that Settlement Class in accordance with section 4.1 and any orders of the Courts.
(38)  Seftling Defendant means P8yry (Beijing) Consulting Company Limited.
(39)  Sino-Forest means Sino-Forest Corporation.

{(40)  Subsidiary has the meaning ascribed to it in the Canada Busiress Corparations Act.

’

(41)  Underwriters means Credit Suisse Securiies (Canada), Inc., TD Securities Inc., Dundee
Securities Corporation, RBC Deminion Securities Inc., Scotia Capital Inc., CIBC World Markets
Inc., Mzrmill Lynch Canada Inc., Canaccord Financial Ltd.,, Maison Placements Canada Inc.,
Credit Suisse Securities (USA) LLC, and Banc of America Securities LLC, including, without

limitation, their respective Subsidiaries and other Affiliates and their raspective personnel.

SECTION 2 - SETTLEMENT APPROVAL
2 Best Efforts

The Parties shall use their best efforts to effectuate this setilement and 1o secure the
orompt, complete and final dismissal with prejudice of the Proceedings and without further

recourse as against the Seutling Defendant.

2.2 Motions for Approval

(1)  Each of the Ontario Plaintiffs and Quebes Plaintiffs shzil promptly bring motions before
he Ontario Court and the Quebec Court, respectively, for orders approving the notices described
in section 10 herein, certifying the Ontario Proceeding and authorizing the Quebec Proceeding as

a class proceeding for settlement purposes only and epproving this Setflement Agreement.

{2)  The motions for approval of this Settlement Agreement referred to in section 2.2¢1) shall

not be returnable until the Opt Out Deadline has passed.
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(3)  The Ontario arder certifying the Ontario Proceeding referred %o in section 2.2()) shall be
substantally in the form attached hereto as Schedule B-1, The Quebec order authorizing the
Quebec Proczeding referred to in section 2.2(1) shall be substantially in the form awtached hereto
as Schedule B-2.

(4)  The Ontario order approving the Settlement Agreement referred to in section 2.2(1) shall
be substantially in the form attached hereto as Schedule C-1. The Quebec order approving the
Sertlement Agreement referred to in section 2.2(1) shall be substantially in the form attached
hereto as Schedule C-2.

(8} The form and content of the orders approving the Settlement Agresment contempiated in
this section 2.2 shell be considered a material term of this Settlement Agreement and the failure
of any Court to approve the orders substantially in the form contemplated herein and attached as
schedules hereto shall constinute 2 Non-Approval of Settlement Agreement pursuant o section

5.1 of this Settlement Agreement.

2.3 Pre-Motion Confidentiality

(1)  Until the first of the motions required by section 2.2 is brought, the Parties shall keep all
of the terms of this Sextlement Agreement, and eny information or documents related thereto,
confidential and shall not disclose them without the prior written consent of counsel for the
Sextiing Defendant and Class Counsel, as the case may be, except as required for the purposes of
financial resorting or the preparation of financial records {including, without limitation. tax
retrns and financial statemer(s) or as otherwise required by law, in which case the Party seeking
10 disclose shall provide at least fifteen (15) days writien notice to the other Parties of the

proposed disclosure and the basis for the proposed disclosure,

) Any disclosure of the terms of this Settiement Agreemeni, and any information or
documents related thereto, comtemplated in subsection 2.3(1) or otherwise shall be for the sole
and exclusive purpose of seeking approval of this Settlement Agrzement by the Courts and
facilitating the settlement of the Proceedings and release of the Released Claims pursuant to the

terms of this Settlement Agreement.
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SECTION 3. SEYTLEMENT BENEFITS
3.1 Cooperation — No Disclosure of Privileged Communications

Nothing in this Settlernent Agreement shall require, or shall be construed to require, the
Settling Defendant to disclose or produce any documents or information prepared by or for
counsel for the Settling Defendant, or to disclose or produce any document or information in
breach of any order, regulatory directive, regulatory policy, regulatory agreement or law of any
Jwisdiction, or subject to solicitor-client privilege, litigation privilege, attorney-ciient privilege,

work product docirine, common interest privilege, joint defence privilege or any other privilege.

3.2 Cooperation - No Disclosure of Documents or Information Contrary to Privacy and
State Secrets Protection Laws

Nothing in this Settlement Agreement shall require, or shail be construed to require, the
Settling Defendant to disclose or produce any documents or information, where production of
such documents or information would potentially result, in the reasonable judgment of the
Settling Defendant and its counsel, in a breach or violation of any ‘ederal, provincial, state or
local privacy law, or any law of a foreign jurisdiction, including, without limitation, PRC privacy

and siate secrets protection laws.

33  Cooperation -~ No Disclosure of Confidential Information

Nothing in this Settlement Agreement shal! require, or shall be construzd to require, the
Setiding Defendant to disclose or produce any confidential documents or information that the
Settling Defendart holds under sommercial arrangements where such disclosure or production
would potentially result, in the reasonable judgment of the Settling Defendant and its counsel, in

a breach of contract.

34 Cooperation

(1) It is undersiood and agreed that all documents and information provided by the Setiling
Defendant or Releasees to Plaintiffs and Class Counsel under this Settiernent Agreement shall be
used only in connection with the prosecution of the claims in the Proceedings, and shall not be
used directly or indirectly for any other purpose. Plaintiffs and Class Counsc] agree that they
wiil not publicize the documents and information provided by the Senling Defendant beyond
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what is reasonably necessary for the prosecution of the Proceedings or as otherwise required by

law.

{2} Within thirty (30) days of the Date of Execution or at a time mutually agreed upon by the
Parties, the Settling Defendant shall provide, through a meeting between counsel for the Settling
Defendant and Class Counsel, an evidentiary proffer, which will include verbal information
relating to the allegations in the Proceedings including, without limitation, a2 summary of the
Settling Defendant’s material interactions and involvement with Sino-Forest, the Auditors and
the Underwriters; the Settling Defendant’s understanding of Sino-Forest’s business mode] as it
pertains to timber plantation, purchased forests and forestry management; and the Settling
Defendant’s knowledge and understanding of Sino-Forests actual or purported revenues and/or

assets during the Class Period.

(3)  Within thirty (30) days of the Effective Date, or at a Gme mutually agreed upon by the
Parties, the Settling Defendant shall provide copies of the following categories of documents
being within the possession, custody or contol of the Settling Defendant and the Releasecs:

(a)  documents relating to Sino-Forest, the Auditors or the Underwriters, or any of
them, as well as the dates, locations, subject matter, and participants in any
meesings with or about Sino-Forest, the Auditors or the Underwriters, or any of

tiem

(b)  documents provided by the Settling Defendant or any Releasee to any state,
federal or interrational government or administrative agency, without geographic
limitation, conceming the ailegations raised in the Proceedings, excluding

documents created for the purpose of being so provided; and

{c)  documents provided by the Settling Defendant or any Releasee to Sino-Forest's

Independent Commiittee or the ad hoc commitiee of noteholders.

{(4)  The obligation to produce documents pursuant to this section 3.4 shall be a continuing
obligation to the extent that material documents are identified fo. owing the initial productions.
The Settling Defendant and Releasees make no representation that they have a complete set of
documents within ary of the categories of information or documents described herein.
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{3)  To the extent that any document includes technical information within the expertise of
the Sentling Defendant, Class Counsel may request, and the Settling Defendant shall provide, ar
explanation sufficient for Class Counse! to understand the document; however, in no event will

any liability or further obligation attach to such explanation.

{6)  Following the Effective Date, the Settling Defendant and Releasces shall, at the request
of Class Counsel, upon reasonsble notice, and subject to any legal restrictions, make reasonable
efforts to make available at a mutually convenient time, at a mutually agreed upon location in
North Amenica, up to three (3) current or former employees of the Settling Deferdant and
Releasees who have knmowledge of the allegations raised in the Proceedings to provide
information regarding the allegations raised in the Proceedings in a personal interview with Class
Counscl and/or txperts retained by Class Counsel in the presence of, and assisted by, counsel for
the Settling Defendant, provided that none of the employee(s) or former employee(s) are
reguired to travel to North America pursuant to this subsection 3.4¢(6) more than two {2) times
¢ach, Costs incurred by, and the expenses of, the employees of the Settling Defendant and
Releasees in relation to such intervizws shall be the responsibility of the Settling Defendant. If
the employee(s) or former employee(s) contemplated in this subsection 3.4(6) refuse to provide
information, or otherwise cooperate, the Settling Defendant shall use reasonable efforts 1o make
hirvher available for an interview with Class Counse] and/or experts retained by Class Counsel
as eforesaid. The failure of the employee(s) or former employee(s) contemplated in this
subsection 3.4(6) to agree to make him or herself available, or to otherwise cooperate with the
Plaintiffs shall not constitute a breach or other violation of this Scitlement Agreement, and shall
not provide any basis for the termination of this Settlement Agreement, providec that the Setuing

Defendant has made reasonable efforts to cause such cooperation.

(73 Subject 10 the rules of evidence and the other provisions of this Seitlement Agreement,
the Senling Defendant agrees ¢ use reasonable efforts to produce at trial and/or discovery or
through affidavits acceptable to Class Counsel or cther testimony, (i) a current representative as
Class Counsel and the Setting Defendent, acting reasonably, agree would be jualificd to
establish for admission into evidence the Settling Defendant and Releasees’ involvement with
Siro-Forest, the Auditors and the Underwriters; and (ii) current representatives as Class Counsel
and the Settling Defendant, acting reasonably, agree would bc necessary to support the
submission iato evidence of any information and/or documents provided by the Settling
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Defendant or any Releasee in accordance with this Settlement Agreement that Class Counse! and
the Settling Defendant, acting reasonably, agree might be reasonzbly necessary for the
prosecution of the Proceedings, including, without limitation, for the prwpose of any motion
where such evidence is reasonably necessary.

(8)  In connection with its provision of information, testimony and documents, the Settling
Defendant and the Releasees shall have the right to assert solicitor-client privilege, litigation
privilege and/or any other privilege, or lo assert a right to refuse production on the. basis of
privacy law, state secrets law, contractual confidentiality obligations or other rule of law of this
or any other jurisdiction. To the extent that Class Counsel requests particular documents,
information or other materials from the Settling Defendant and the Settling Defendant does not
produce the requested documents, information or other materials on the basis of this provision, or
any other provision herein: (i) counsel for the Settling Defendant shall provide Class Counsel
with a description of any such documents, information or other materials and a description of the
basis on which the Settling Defendant is not prepared to produce said document, information or
other material sufficient for Class Counsel to assess the nature of that besis and the document,
information or other material, except where providing such descriptions would, in the reascnable
judgment of counsel for the Settling Defendant, be contrary to privacy law, stale secrels law,
contractual confidentiality obligations or other rule of law of this or any other jurisdiction, in
which case counsel for the Settling Defendant will se advise; and (ii} Class Counsel or counsel
for the Settling Defendant may seek 1o resolve any dispute arising from this subsection 3.4(8)
pursuant to the procedures set out in section 11,7 of this Settlement Agreement.

(9)  The Settling Defendant and Releasees waive any and all privilege relating to any specific
document that the Settling Defendant has agreed to produce in response to this section 3.4.
Notwithstanding the foregoing, nothing in this Settlement Agreement shall require, or shall be
construed to require, the Settling Defendant or any Releasee to disclose or produce any
documents or information prepared by or for counsel for the Settling Defendant during the
course of any of the Proceedings.

(10) 1f any of the types of documents referenced in sections 3.1, 3.2 or 3.3 are accidentally or
inadveniently produced, such documents shall be promptly retumned to counsel for the Settling
Defendant and the documents and the jnformatiop contaimed therein shall not be disclosed or
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used directly or indirecty, except with the express written permission of the Settling Defendant,
and the production of such documeats shall in no way be copstrued to have waived in any
manner any privilege or protection attached to such documents.

{11) I is understood and agreed that the Plaintiffs, the Settlement Class Members and Class
Counsel shall not, without the express written consent of the Settling Defendant and its counsel,
directly or indirectly use any information or documents provided by the Settiing Defendant or
any Releasee, or received from the Settiing Defendant or any- Releasee in connection with this
Settlement Agreement, for any purpose other than the prosecution of the claims in the
Proceedings, nor disclose or share with any other Persons (including, without limitation, any
regulator, agency or organization of this or any other jurisdiction), any information or documents
obtained from the Settling Defendant in connection with this Settiement Agreement or any
information conveyed by counsel for the Settling Defendant or any Releasee, except in the cvent
that a court in Canada expressly orders such information or documents to be disclosed. In no
circurnstances, however, may the Plaintiffs, the Settlement Class Members and/or Class Counsel
apply for or consent to such an order, and promptly, upon becoming aware of an application or
motion for such an order, Class Counse! shall immediately notify the Settling Defendant of the
application or motion in order that the Settling Defendant may intervene in such procecdings.
The disclosure restrictions set forth in this subsection do not apply to otherwise publicly

available documents and information.

(12) The Settling Defendant and Releasees™ obligations to cooperate as particularized in this
section 3.4 shall not be affected by the release provisions contained in section 6 of this
Settiement Agreement. The Settling Defendant and Releasees’ obligations to cooperate shall
cease at the date of final judgment ot order in the Proceedmgs against all Defendaats, including,
without limitation, an order approving a seitlement between the Plaintiffs and the Non-Settling
Defendants and/or an order dismissing the Proceedings. In the event the Settling Defendant or
any Releasee materially breaches this section 3.4, Class Counsel may move before the Courts to

enforce the terms of this Settlement Agreement.

13)  The provisions set forth in this section 3.4 shall constitute the exclusive means by which
the Plaintiffs, the Settlement Class Members and Class Counsel may obtam disccvery from the
Settling Defendant, its current and former directors, officers or employees and the Releasees, and
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the Plaintiffs, the Settlement Class Members and Class Counsel shall pursue no other means of
discovery against the Settling Defendant, its current and former directors, officers or employees
and the Releasees, whether under the Jaws or rules of any jurisdiction.

(14) A material factor influencing the Senling Defendant’s decision to execute this Settlement
Agreement is its desire 1o limit the burden and expense of this litigation. Accordingly, Class
Counsel agree to exercise good faith in seeking cooperation from the Settling Defendant and any
Releasee and 10 avoid seeking information that is unnecessary, cumulative or duplicative and
agree otherwise to avoid imposing undue or unreasonable burden or expense on the Setding
Defendant or Releasess,

SECTION 4 - OPTING-OUT
4.}  Procedure
(1) A Person may opt-out of the Proceedings by sending a written election to opt-out, signed
by the Person or the Person’s designee, by pre-paid mail, courier, fax, or email to the Opt-Out
Administretor at an address to be idertified in the Notice of Cerufication/Authorization and
Approval Hearings. Residents of Quebec must also send the written election to opt-out by pre-
paid mail or courier to the Quebec Court at an address to be identified in the Notice of

Certification/Authorization and Approval Hearings.

(2)  An election to opt-out will only be effective if it is actually received by the Opt-Out
Administrator on or before the Opt-Out Deadline.

(3)  The written election to opt-out must contain the following information in order to be

effective:
(a)  the Person’s full name, current address and telephone number;

(b)  the name and number of Sino-Forest securities purchased during the Class Period
and the date and price of each such transaction;

(¢) a statement to the effect that the Person wishes to be excluded from the
Proceedings; and

{(d) the reasons for opting out,
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(4)  Quebec Class Members who have commenced proceedings or commence proceedings
against any of the Defendants with respect to the matters at issue in the Quebec Proceeding and
fail te discontinue such proceedings by the Opt-Out Deadline shall be deemed to have opted out
of the Quebec Proceeding. Quebec Counsel warrant and represent that, to the best of their
knowledge, no such action has been commenced as of the date this Settlement Agreement was
executed by it

4.2  Opt-Out Report

Within fifteen (15) days of the Opt-Out Deadline, the Opt-Out Administrator shall
provide to the Settling Defendant a report containing the following information in respect of each
Person, if any, who has validly and timely opted out of the Proceedings:

{8}  the Person’s full name, current address and telephone number;
{b)  the reasons for cpting out, if given; and

{¢)  acopy of all information provided in the opt-cut process by the Person electing to

opt-out,

SECTION 5 -~ NON-APPROVAL OF SETTLEMENT AGREEMENT

8.1  Effect of Non-Approval of Settlement Agreement

In the event of non-approval of the Settlement Agreement by either of the Ontarie Court
or the Quebec Court:

()  any order ceriifving or authorizing a Proceeding as a ¢lass action on the basis of the
Scutiement Agreement or approving this Settiement Agreement shall be set aside and
declared null and void and of no force or effect, and anyone shali be estopped from

asserting otherwise;

(t)  to the extent that any Court is resistant (o setting aside any order centifying or
authorizing the Proceeding as a class action solely for settiement purposes, Class
Counsel undertakes to, on a best efforts basis, assist the Settling Defendant in having
such an order st aside and shall, if requested by the Settling Defendant, bring a
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motion on behalf of the Plaintiffs to set aside any order certifying or authorizing the
Proceeding as a class action solely for settfement purposes;

any prior certification or suthorization of 2 Procesding as a class proceeding,
including, without limitation, the definitions of the Settlement Class and the
Common Issue, shall be without prejudics to any position that any of the Parties may
later take on any issue in the Proceedings or any other litigation;

within ten (10) days of such nor-approval having occurred, Class Counsel shall
destroy: (i) all documents and other materials provided by the Settling Defendant or
any Releasee; and (ii) all documents and other materials containing or reflecting
information derived from any documents or other materials provided by the Sertling
Deferdant or any Releasee or conveyed by counse] for the Settling Defendant,
through the evidentiary proffer process described in subsection 3.4(2) herein ot

otherwise,

To the extent Class Counse! or the Plaintiffs have disclosed any documents or other
materials provided by the Settling Defendant or any Releasee to any other Person,
Class Counset shall, within ten (10) days, recover and destroy such documents and
other materials and shall provide the Settling Defendant and Releasess with z written
certification by Class Counsel of such destruction.

Nothing contained in this section 5.1 shall be construed to require Class Counsel to

destroy any of their work product; and

subject to section 5.2 herein, all obligations pursuant to this Settlement Agreement
shal] cease immediately.

Survival) of Provisions After Non-Approval of Settlement Agreement

If this Settlement Agreement is not approved by the Cousts, the provisions of sections 3,

8.1, and 8.2, and the definitions and Schedules applicable thereto shall survive the non-approval
and continue in full force and effect, The definitions and Schedules shall survive only for the
limited purpose of the interpretation of sections 5, 8.1, and 8.2 within the meaning of this

Sestlement Agreement, but for no other purposes. All other provisions of this Settiement

207



gmyers


.18-

Agreement and all other obligations pursuant to this Settlement Agreement shall cease
immediately.

53  Reservation of Rights in the Event of Non-Approval of Settlement Agreement

Except as may be set forth in this Settlement Agreement, the Settling Defendant and
Plaintiffs expressly reserve all of their respective rights if this Settiement Agreement does not
become effective or is not approved by the Courts and the Plaintiffs hereby expressly
acknowledge that they will not, in any way whatsoever, use the fact or existence of this
Setilement Agreement or related documents and information as any form of admission, whether
of liability, process, wrongdoing, or otherwise, of the Setiling Defendant.

SECTION 6 - RELEASES AND DISMISSALS
6.1 Release of Releasees

(1)  Upon the Effective Date, and in consideration of the cooperation of the Semling
Defendant and the Releasees pursuant to this Settlement Agreement, and for other valuable
consideration set forth in the Settlement Agreement, the Releasors forever and absolutely release
the Releasees from the Released Claims.

(2}  The Releasors are sware that they may hereafier discover claims or facts in addition to or
different from those they now know or believe to be true with respect to the matters giving rise tc
the Released Claims. Nevertheless, it is the intention of each of the Releasors to fully, finally
and forever settle and release the Released Claims, In furtherance of such intention, the release
given herein shall be and remain in effect as a full and complete release of al] Released Claims,
potwithstanding the discovery or existence of any additional or different claims or facts relative

thereto.

6.2 Covenant Not To Sue

Notwithstanding section 6.1, for any Settlement Class Members resident in any province
or territory where the release of one tortfeasor is a release of all other tortfeasors, upon the
Effective Date, the Releasors do not release the Releasees but instead covenant and undertake
not to maks any claim ic any way or to threaten, commence, participate in or continue any
proceeding in any jurisdiction against the Releasees in respect of or in relation to the Released

Claims.
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63  No Further Claims

The Releasors shall not now or hereafler institute, continue, maintain or assert, or
atherwise joir, assist, aid or act in concert in any manner whatsoever, either directly or
indirectly, whether in Canada or elsewhere, on their own behalf or on behalf of any class or any
other Person, any action, suit, procesdings, arbitration, cause of acton, claim or demand,
whether civil, criminal, regulatory or otherwise, against any Releasee or any other Person who
may claim contribution or indemnity from any Releasee arising from, in respect of or in
connection with any of the matters giving rse to any Released Claim or any matter related
thereto, except for the continuation of the Proceedings against the Non-Settling Defendants.

6.4  Dismissal of the Proceedings

Upon the Effective Date, each of the Ontario Proceeding and the Quebec Proceeding
shall be dismissed with prejudice and without costs as against the Settling Defendant.

6.5  Dismissal of Other Actions

(1)  Upon the Effective Date, each Settiement Class Member shall be deemed to conseat o
the dismissal, without costs or further recourses and with prejudice, of his, her or its Other
Actions against the Releasees,

(2)  Upon the Effective Date, all Other Actions in each of the Courts’ respective jurisdicticns
commenced by any Settlement Class Member shall be dismissed against the Reieasees, without

costs or further recourses and with prejudice.

SECTION 7 - BAR ORDER AND OTHER CLAIMS
71 Ontario Bar Order

(1)  The Plaintiffs in the Ontario Proceeding shail seek 2 bar order from the Ontario Court

providing for the following:

(@) AN claims for contribution, indemnity or other claims over, inchuding, without
limitation, potential third party claims, at commor law, cquity or pursuant 10 the
OSA or other statute, whether asserted, unassetted or asserted in a representative
capacity, inclusive of interest, taxes and costs, relating to the Released Claims, which
were or could have been brought in the Procsedings or ctherwise, or could in the
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furure be brought on the basis of the same eveats, actions and omissions underlying
the Proceedings or otherwise, by any Non-Settling Defendant or any Party or other
Releasor against a Releasee are barred, prohibited and enjoined in accordance with
the terms of this section 7.1,

If the Court determines that there is a right of contribution and indemnity or other
claims over, whether in equity or in law, pursuant to the OS4 or other statute, or
otherwise:

i the Ontario Settlement Class Members shall not be entitled to claim or
recover from the Non-Settling Defendants that portion of any damages
{including punitive damages, if any), restitutionary award, disgorgement
of profits, Interest and costs that corresponds to the Proportionate
Liability of the Releasees proven at trial or otherwise; and

ii. this Court shall have full authority to determine the Proportionate
Liability of the Releasees at the trial or other disposition of this acion,
whether or not the Releasees appear at the trial or other disposition and
the Proportionate Liability of the Releasees shall be determined as if the
Releasees are parties to this action and any determination by this Court
in respect of the Proportionate Liability of the Releasees shail only apply
in this action and shall not be binding on the Releasees in any other
proceedings.

After the Ontario Proceeding has been certified as a class action and all appeals or
tmes to appeal from such cenification have been exhausted, a Non-Settling
Defendant may make a motion to the Court on at least twenty (20} days notice, and
to be determined as if the Settling Defendant is party to this action, seeking orders
for the following:

i, documentary discovery and an affidavit of documents in accordance
with the Rules gf Civil Procedure, O.Reg. 194 from the Seutling
Defendant,

i, oral discovery of a representative of the Seuling Defendant, the
transcripts of which may be read in at trial;

i, leave to serve a request to admit on the Scitling Defendant in respect of
fagtual matters; and/or

iv. the production of a representative of the Settlirg Defendant to tesufy at
trial, with such witness or witnesses to be subject to cross-examination
by counsel for the Non-Settling Defendants,
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Tte Settling Defendant retains all rights 1o oppose such motion(s) brought under
subsection 7.1{1)X¢).

A Non-Settling Defendant may effect scrvice of the motion(s) referred to i
subsecnon 7.1(1)<¢) on the Settling Defendant by service on counsel of record for the
Settling Defendant in the Ontario Proceeding.

To the extent that ar order is granted pursuant to subsection 7,1(1Xc) and discovery
is provided 1o a Non-Settling Defendant, a copy of all discovery provided, whether
oral or documentary in nature, shall promptly be provided by counsel for the Settling
Defendant to Class Counsel on behalf of the Plaintiffs.

7.2 Quebec Bar Order

(1) The Plaintiffs in the Quebec Procecding shall seck a bar order from the Quebec Court
providing for the following:

(@

(b)

©

()

the Plaintiffs and the Settlement Class Members in the Quebec Proceeding expressly
waive the benefit of solidarity against the Non-Settling Defendants with respect to
the facts, deeds and omissions of the Settling Defendant,

the Plaintiffs and the Sestlement Class Members in the Quebec Proceeding shall
henceforth only be able to claim and recover damages, including punitive damages,
attributable to the conduct of the Non-Settling Defendants;

any action in warraaty or other joinder of parties to obtain any contribution or
indemnity from the Settling Defendant or relating to the Released Claims shall be
inadmissible and void in the context of the Quebec Proceeding; and

the Quebec Court retains an ongoing supervisory role for the purposes of executing
this section 7.2, as well as all procedural aspects of the Quebec Proceeding, and all
issues regarding this section 7.2 or any other procedural issues shall be resolved
under special case management and according to the Quebec Code of Civil
Procedure, and the Settling Defendant shall acknowledge the jurisdiction of the
Quebec Court for such purposes.
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7.3 Claims Against Other Persons Reserved

Except as provided herein, this Semtlement Agreement does not settle, compromise,
selease or limit in any way whatsoever any claim by Settlement Class Members against any

Person other than the Settling Defendant and the Releasees.

74  Material Term
The form and content of the bar orders contemplated in this section 7 shall be considered
a material term of this Sertlement Agresment and the failure of any Court to approve the bar
orders contemplated herein shall constitute @ Non-Approval of Settlement Agreement pursuant to
section 5.1 of this Settlement Agreement.
SECTION 8- EFFECT OF SETTLEMENT
8.1  No Admission of Liability

Whether or not this Scttlement Agresment is approved by the Courts:
D this Settiement Agreement and anything ¢contained herein,

(i)  any and all negotiations, documents, discussions and proceedings associated with
this Settlement Agreement, and

(iif)  any action taken to carry out this Settlement Agreement,

shal] not be deemed, construed or interpreted to be an admission of any violation of any statute
or law, or of any wrengdoing or liakility by the Sctiling Defendant or by any Releasee, or of the
truth of any of the claims or allegations contained in the Proceedings or any other plezding filed

by the Plaintiffs or any other Settlement Class Member.

8.2  Agreement Not Evidence

The Parties agres that, whether or not approved by the Courts:
(i) this Settlement Agreement and anything contained herein,

(i)  any and all negotiations, docwnents, discussions and preceedings associated with

this Settlement Agreememnt, and
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{iif) any action taken to carry out this Settlement Agreement,

shall not be referred to, offered as cvidence or received in evidence in any pending or future
civil, criminal or administrative action or procesding, except in a proceeding to approve and/or
enforce this Settlement Agreement, or to defend against the assertion of Released Claims, or as
otherwise required by law.

83  No Further Litigation

No Class Counsel, nor anyone currently or hereafier employed by, associated with, or a
parmer with Class Counsel, roay directly or indirectly pasticipate or be involved in or in any way
assist with respect to any claim made or action commenced by any Person which relates 1o or
arises from the Released Claims, except in relation to the continued prosecution of the
Proceedings against any Non-Settling Defendant, Moreover, these Persons may not divulge to
anyone for any purpose any information obtained in the ccurse of the Proceedings or the
negotiation and preparation of this Settlement Agreement, except 1o the extent such information
is otherwise publicly available or unless ordered to do so by a court.

SECTION 9 - CERTIFICATION OR
AUTHORIZATION FOR SETTLEMENT ONLY

(1)  The Pasties agres that the Ontario Proceeding shall be certified, and the Quebec
Proceeding shall be authorized, as class proceedings solely for purposes of settlement of the
Proceedings and the approval of this Settlement Agreement by the Courts.

(2)  The Plaintiffs agree that, in the motions for certification of the Ontario Proceeding and
for authorization of the Quebec Proceeding as class proceedings and for the approval of this
Settlement Agreement, the only common issue that they will seek to define is the Common Issue
and the only classes that they will assert are the Settlement Classes.

SECTION 18 - NOTICE TO SETTLEMENT CLASSES

10.1 Required Notice

The proposed Settlement Classes shall be given Notice of Certification/Authorization and
Approval Hearings,
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10.2 Form and Distribution of Notices

(1)  The form of notice referred to in section 10.1 and the manner and extent of publication
and distibution of the notice shall be as agreed to by the Plaintiffs and the Seuling Deferndant
and approved by each of the Courts,

(2)  The Settling Defendant shall pay the costs of the notice required in section 10.1 and the
cost of the Opt-Out Administrator, provided that such costs shall not exceed $100,000 CAD
{exclusive of ail applicable taxes). Any costs in excess of $100,000 CAD (exclusive of all
applicable taxes), shall be borne equally by the Settling Defendant and the Plaintiffs.

SECTION 11 - MISCELLANEQUS
1.1 Motions for Directions

(1)  Class Counse] or the Settling Defendant may apply to the Courts for directions in respect
of the interpretation, implementation and administration of this Settlement Agreement. Unless
the Courts order otherwise, motions for directions that do not relate specifically to the Quebec
Proceeding shall be determined by the Ontario Count,

(2)  All motions contemplated by this Settlement Agreement shall be on rotice to the
Plaintiffs and Setting Defendant, as appropriate.

112 Class Counsel to Advise Settling Defendant of Status of Proceedings

Class Counsel agrees to provide information as to the stamus of the Proceedings in
response to reasonable requests made by the Settling Defendant from time to time as to the status
of the Proceedings. Upon reasonable request, Class Counse! will promptly provide counsel for
the Sertling Defendant with electronic copies of all affidavit materia! and facta exchanged in the
Proceedings, unless precluded from doing so by court order.

I1.3 Headings, ete.
In this Settlerent Agreement:
(a the division of the Settlement Agreement into sections and the insertion of

headings are for convenience of reference only and shall not affect the

construction or interpretation of this Settlement Agreement;
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{b)  words in the singular include the plural and vice-versa and words in one geader
include all genders; and

(¢}  the terms “this Settlement Agreement”, “hereof’, “hersunder”, “herein”, and
similar expressions refer to this Settlemnent Agreement and not to any particular
section or other portion of this Settlement Agreement,

11.4 Computation of Time

In the computation of time in this Settlement Agreemient, except where a contrary
intention appears,

{a)  where there is a reference 0 a number of days between two events, the number of
days shall be counted by exciuding the day on which the first event happens and
including the day on which the second event happens, including all calendar days;

and

(t)  only in the case where the time for doing an act expires on a holiday, the act may
be done on the next day that is not a holiday.

11.5 Ougeing Jurisdiction

(1)  Each of the Courts shall retain exclusive jurisdiction over each Proceeding commenced in
its jurisdiction, and over the Parties thereto,

(2)  No Party shall ask a Cowt to make any order or give any direction in respect of any
matter of shared jurisdiction unless that order or direction is conditional upon a complimentary
order or direction being made or given by the other Court(s) with which it shares jurisdiction

over that matter.

(3)  The Plaintiffs and the Noo-Sewling Defendant may apply to the Ontario Court for
direction in respect of the implementation, administration and enforcement of this SettJement

Agreement.

11.6 Governing Law
This Settfernent Agresment shall be govemned by and construed and interpreted in

accordance with the laws of the Province of Ontario, save for matters relating exclusively to the
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Quebec Class Members, which martters shall be govemed by and construed and interpreted in
accordance with the Laws of the Province of Quebec shall apply.

11.7 Disputes

(1) Subject o subsection 11.7(2) herein, if there is a dispute regarding the applicability of
anty provision or term of this Settlement Agreement which cannot be resolved through reasonable
discussions and ncgotiations as between Class Counsel and counse! for the Settling Defendant,
such dispute(s) shall be submitted to the Ontario Court for resolution, save for dispute(s) relating
exclusively to the Quebee Class Members, which dispute(s) shall be submitted to the Quebec
Court for resolution. The costs of any such dispute shall be shared by the parties to the dispute
according to the degree to which they do or do not prevail on their respective claims (i.e., with
the losing perty bearing the greater share), as determined by the Ontario Court or the Quebec
Court, as the case may be. To the extent that any dispute contemplated in this subsection 11.7(1)
involves or requires a determination as to whether any docuraents or other materials shall be
required to be disclosed pursuant to this Settlement Agreement, Class Counsel and counsel for
the Settling Defendant agree to seek, on 2 consent basis, a sealing order or other appropriate
relief such as to ensure that any such documents or other materials shall remain confidential and
shall not form part of the public Ontario Court record or the Quebec Court record, as the case

may be,

(2)  To the extent that any dispute contemplated in this section 11.7 involves or requires a
determination as 10 whether any documents, information or other materials are prohibited from
being disclosed by the Settling Defendant pursuant to any foreign privacy law, foreign state
secrets law or other law of a foreign junsdiction, Class Counsel and counsel for the Sewling
Defendant agres to seek, on 2 joint and reasonable efforts basis, the requisite approval for the
disclosure or export of such documents or other materials from the relevant authorities of the

applicable forsign jurisdiction.

11.8 Joint and Severable / Indivisible

All of the obligations of the Plaintiffs and the Releasors in this Settlement Agreement are
joint ard several (in Quebec, solidary) amongst them and ere indivisible under. the laws of
Quebec, All of the obligations of the Settling Defendant and the Releasees in this Settlement
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delay for appeal from which shall have expired without any appeal having been lodged: (i) none
of the Plantiffs, the Releasors and Class Counse! shall take amy action or omit to take any action
that js inconsistent with the purposes and scope of this Settlement Agreement; ard (i) none of
the Settling Defendant, the Releasees and their respective counsel that are party hereto shall take
any action or omit to take any action that is inconsistent with the purposes and scope of this
Settlement Agreement.

11.13 No Assignment

None of the Plaintiffs and the Releasors has heretofore assigned, transferred or granted,
or purported to assign, transfer or grant, any of the claims, demands and causes of action
disposed of by this Settlement Agreement incjuding, without limitation, any of the Released
Claims,

11.14 Third Party Beneficiaries

The Plaintiffs acknowledge and agree, on their behalf and on behalf of all Releasors, that
the Releasees other than the Setiling Defendant are third party beneficiaries of this Settlernent
Agreement, and that the obligaticns and agreements of the Plaintiffs and the Releasors under this
Settlement Agreement arc exprossly intended to benefit all Releasees despite not being
signateries to this Sertlement Agreement,

11.15 Counterparts

This Settlement Agreercent may be executed in counterparts, all of which taken together
will be deemed to constitute one and the same agreement, and a facsimile signature shall be
deemed an original signature for purposes of executing this Settlernent Agreement.

11,16 Negotiated Agreement

This Settlement Agreement has been the subject of negotiations and discussions among
the undersigned, each of which has bezn represented and advised by competent counsel, so that
any statute, case law, or rule of interpretation or construction thet would or might cause any
provision to be construed against the drafier of this Settlemen: Agreement shall have no force
and effect. The Pantles further agrae that the language contained in or not contained in previous
drafts of this Sertlement Agreement, or any agresment in principle, shall have no bearing upon
the proper interpretation of this Settlement Agreement.
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11.17 Language

The Parties acknowledge that they have required and consented that this Settlement
Agreement and all related documents be prepared in English; les parties reconnaissent avoir
exigé que la présente convention et tous les documents connexes soient rédigés en anglais. Ifa
French translation is made, the English version will have precedence.

11.18 Transaction

This Settlement Agreement constitutes a transaction in accordance with Articles 2631
and following of the Civil Code of Quebec, and the Parties are hereby renouncing to any errors of
fact, of law and/or of calculation.

11.19 Recitals
The recitals to this Settlement Agreement are true and form an integral part of the
Settlemeat Agreement,

1120 Schedules
The Schedules annexed herete form an integral part of this Settlement Agreement.

1121 Acknowiedgements
Each of the Parties hereby affirms and acknowledges that:

(a)  he, she or a representative of the Party with the zuthority to bind the Party with
respect to the matters set forth herein has read and undersiands the Settiement
Agreement;

(5)  the terms of this Settlement Agreement and the effects thereof have been fully
explained to him, her or the Party’s representative by his, her or its counsel;

(c) ke, she orthe Party’s representative fully understands zach temm of the Settlement
Agreement and its effect; and

(d)  no Party has relied upon any siatement, representation or inducement (whether
material, false, negligenty made or otherwise) of any other Party with respect to
the first Party’s decision 10 execute this Settlerment Agreement
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1122 Auvthorized Signatares

Each of the undersigned represents that he or she is fully authorized to enter into the
terms and conditions of, and to execute, this Settlement Agreement.

11.23 Notice

Where this Settlement Agreement requires a Party to provide notice or eny other
¢communication or document to another, such notice, communication or document shall be
provided by email, facsimile or letter by overnight delivery to the representatives for the Party to
whom notice is being provided, as identified below:

Tor Plaintiffs in the Omtario Proceedings and for Ontario Counsel;

Charles M. Wright Kirk M. Basnt

Siskinds LLP Koskie Minsky LLP

Barristers snd Solicitors Barristers and Solicitors

680 Waterloo Street 20 Queen Strect West, Suite 900, Box 52
Loudon, ON N6A 3VS Torente, ON MSH 3R3

Telephone: 519-660-7753 Tel: 416.555.2117

Facsimile: 519-660-7754 Fax: 416.204.2889

Email: charles. wright@siskinds.com Email: kbaert@kmlaw.ca

Fer Plaintiffs in the Quebec Proceedings and for Quebec Counsel
Simon Hébent

Siskinds Desmeules s.e.a.c.r.l.

Les promenades du Vieux-Quebec
43 rue Buade, burean 320

Quebec City, QC G1IR 4A2

Telephone: 418-694-2009
Facsimile: 418-694-0281
Email: simon.hebert@siskindsdesmeules.com
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For Settling Defendant
in the Ontario Proceeding:

John J, Pirie

Baker & McKenzie LLP
Barristers & Solicitors
Brookfield Place
Bay/Wellington Tower

181 Bay Street, Suite 2100
Toronto, Ontario MSJ 213
Canada

Telephone: 416.865.2325
Fax: 416.863.6275
Email: john pirie@bakermckenzie.com

~3]-

For Settling Defendant
in the Quebec Proceeding

Bemard Gravel

Lapointe Rosensiein Marchand Melancou,
LLP

1250 René-Lévesque Blvd. West, Suite 1400
Montreal, Quebec, H3B SEY

Canada

Telephone: 514.925.6382
Fax: 514.925.5082
Email; bernard.gravel@hmm.com
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11.24 Daie of Execution

The Parties have executed this Settlement Agreement as of the date on the cover page.

Name:  Siscinds LLP
Tide:  Ontano Counsel
P

/’ ‘:—-—"""'?
By: % < - e
Namé™~ Koskie Minsky LLP
Tutle: Ontario Counsel

By _ o=t /(
Nzn::q._ﬁﬂdbﬁ%u!cs sen.crl
Title:  Quebes Counsel

POYRY (BEIJING) CONSULTING
COMPANY LIMITED

By: %f' Y‘\‘& :
Name: er ® McKenzie LLP
Tide:  Counsel for the Settliag

Defendant in Ontario

™ 7 ¢
B)’Z Ver //‘Zgbf/[')"iﬁ’ l;‘/(/k{:/’-:ff‘br-—
NAme:  Lapointe Rosenstein Marchand
Melangon, LLP
Title.  Ceupse] for the Sciiling
Defendant in Qucbee
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SCHEDULE A - PROCEEDINGS

Proceeding Plaintiffs Defeandants Settlement Class
Ontario Superior | The Trustees of the | Sino-Forest Corporation, | All persons and
Court of Justice Labourers” Pension | Emst & Young LLP, BDO | entities, wherever
Court File No. Fund of Central And | Limited (formerly known | they may reside who
CV-11-431153. Eastern Canada, the | as BDO Mc¢Cate Lo acquired Sino Forest’s
OOCP (the Trustees of the Limited), Allen T.Y. Chan, | Securities during the
*“Ontario International Union | W. Judson Martin, Kai Kit | Class Period by
Proceeding™) of Operating Poon, David J. Horsley, distribution in Canada
Engineers Local 793 { William E. Ardell, James | or on the Toronto
Pension Plan for P. Bowland, James M.E. Stock Exchange or
Operating Engineers | Hyde, Edmund Mak, other secondary
in Ontarie, Sjunde Simon Murray, Peter market in Canada,
Ap-Fonden, David | Wang, Garry J, West, which includes
Grant and Robert Pdyry (Beijing) Consulting | securities acquired
Wong Cormpany Limited, Credit | over-the-counter, and
Suisse Securities (Canada), | all persons and
Inc., TD Securities Inc,, entities who acquired
Dundee Securities Sino Forest's
Corporation, RBC Securities during the
Dominion Securities Inc., | Class Period who are
Scotia Capital Inc., CIBC | resident of Canada ar
World Markets Inc., were resident of
Merill Lynch Canada Inc., | Canada at the time of
Canaccord Financial Ltd., | acquisition, except the
Maison Placements Canada | Excluded Persons.
inc., Credit Suisse
Securities (USA) LLC and
Banc Of America
Securities LLC
Superior Court of | Guining Liu Sino-Forest Corperation, All natural persons, as
Quebec (District Emst & Young LLP, Allen | well as all legal
of Québec), File T.Y. Chan, W. Judsor persons established
No. 200-06~ Martin, Kai Kit Poon, for a private interest,
000132-111 (the David J. Horsley, William | partnerships and
“Quebec E. Ardell, James P, associations having no
Proceeding”) Bowland, James M.E. more than fifty (50)
Hyde, Edmund Mak, persons bound to it by
Simon Mwray, Peter contract of
Wang, Garry J, West employment under its
and P8yry (Beijing) direction or control
Consulting Company during the twelve (12)
Limited month period
preceding the motion
for autharization

domiciled in Quebec
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Proceeding

Plaintiffs

Defendants

Settlement Clasy

(other than the
Defendants, their past
and present
subsidiaries, affiliates,
officers, directors,
senior employees,
partners, legal
representatives, heirs,
predecessors,
successors and
assigns, and any
individual who is an
immediate member of
the families of the
individual named
defendants) who
purchased or
ctherwise acquired,
whether in the
secondary market, or
under a prospectus or
other offering
docyment in the
primary market,
equity, debt or other
securities of or
relating to Sino-Forest
Corporation, from and
including August 12,
2008 to and including
June 2, 2011,
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Schedule B

SINO-FOREST CORPORATION CLASS ACTION
TO CURRENT AND FORMER SINO-FOREST SHAREHOLDERS AND
NOTEHOLDERS
Notice of Settlement with Poyry (Beijing) Consulting Company Limited

This notice is to everyone, including non-Canadians, who acquired Sino-Forest
Corporation (“Sino-Forest”) securities i1 Canada or in a Canadian market between
March 19, 2007 and June 2, 201 1.

READ THIS NOTICE CAREFULLY AS IT MAY AFFECT YOUR LEGAL RIGHTS.
YOU MAY NEED TO TAKE PROMPT ACTION,

IMPORTANT DEADLINE:

Opt-Out Deadline (for individuals and entitics that wish
to exclude themselves from the Class Action. See page 3 L4
for more details. )

Opt-Out Forms will not be accepted after this deadline. As a result, it is necessary that you act
without delay.

COURT APPROVAL OF THE CLASS ACTION SETTLEMENT

In June and July of 2011, class actions were commenced in the Ontario Superior Court of
Justice (the “Ontario Proceeding”) and the Québec Superior Court (the “Québec Proceeding™)
(collectively, the “Proceedings™) against Sino-Forest, its senior officers and directors, its
auditors, its underwriters and a consulting company, Poyry (Beijing) Consulting Company
Limited (“Pdyry (Beijing)”). The actions alleged that the public filings of Sino-Forest
contained false and misleading statements about Sino-Forest’s assets, business, and
transactions.

Since that time, the litigation has been vigorously contested. On March 30, 2012, Sino-Forest
obtained creditor protection under the Companies’ Creditors Arrangement Act (the “*CCAA”),
which allowed an interim stay of proceedings against the company. Orders and other
materials relevant to the CCAA4 proceeding can be found at the CCAA4 Monitor's website at
http//etecanada. fticonsulting.convsfe/. Ten days before the stay of proceedings was ordered,
on March 20, 2012, the plaintiffs entered into a settlement agreement with Péyry (Beijing)
that sought to settle the claims against this defendant alone in the Proceedings (the
“Settlement Agreement”). The parties to the Proceedings agreed to, and the Courts have
since ordered, a partial lifting of the stay of proceedings for. among other things, the purpose
of allowing the Courts to consider the fairness of the Settiement Agreement.

The Setlement Agreement stipulates that P8yry (Beijing) will cooperate with the plaintiffs
through the provision of information, documents, and other evidence that the plaintiffs
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believe will assist them in the continued litigation against the remaining defendants. Pyrv
{Beijing) will not provide monetary compensation to the plaintiffs. In return, the Proceedings
will be dismissed against PSyry (Betjing) and future claims against Pdyry (Beijing) in relation
to these Proceedings will be barred.

Péyry (Beijing) does not admit to any wrongdoing or liability. The Settlement Agreement
does not resolve any claims against Sino-Forest, its senior officers and directors. its auditors,
or its underwriters. A complete copy of the Settlement Agreement is available at:
www.kmlaw.ca/sinoforestclassaction and www.classaction.ca.

On September 21, 2012, the Ontario Superior Court certified the Ontario Proceeding as a
class action for settlement purposes and approved the Settlement Agreement. On October 31,
2012 the Québec Proceeding was authorized as a class action for settlement purposes and the
Settlement Agreement was approved by the Québec Superior Court (the “Québec Court”).
Both Couns declared that the Settlement Agreement is fair, reasonable, and in the best
interest of those affected by it.

WHO IS INCLUDED IN THIS CLASS ACTION AND BOUND BY THE SETTLEMENT?

The Courts have certified the Proceedings and approved the Settlement Agreement on behal!
of classes which encompass the following individuals and entities (the “Class” or “Class
Members™):

All persons and entities, wherever they may reside, who acquired Sino-Forest
Corporation common shares. notes. or other securities, as defined in the Ontario
Securities Act, during the pertod from and including March 19, 2007 to and
including June 2, 201 1:

a) by distibution in Canada or on the Toronto Stock Exchange or other
secondary market in Canada. which includes securities acquired over-the-
counter or

b) who are resident of Canada or were resident of Canada at the time of
acquisition and who acquired Sino-Forest Corporation’s securities outside
of Canada.

excluding the defendants. their past and present subsidiaries, affiliates, officers,
directors, senior employees. partners, legal representatives, heirs. predecessors,
successors and assigns, and any individual who is a member of the immediate
family of an individual defendant.

REQUESTING EXCLUSION FROM THE CLASS

All persons and entities that fall within the definition of the Class are Class Members unless
and until they exclude themselves from the Class (“opt out”). Class Members that do not opt
out of the Class will not be able to make or maintain any other claims or legal proceeding in
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relation to the matters alleged in the Proceedings against Poyry (Beijing) or any other person
released by the Settlement Agreement.

If you are a Class Member and you do not want to be bound by the Settlement Agreement
you must opt out. If you wish to opt out, you may do so by completing an “Opt-Out Form”.

IF YOU CHOOSE TO OPT OUT OF THE CLASS, YOU WILL BE OPTING OUT OF THE
ENTIRE PROCEEDING. THIS MEANS THAT YOU WILL BE UNABLE TO
PARTICIPATE IN ANY FUTURE SETTLEMENT OR JUDGMENT REACHED WITH
OR AGAINST THE REMAINING DEFENDANTS.

In order to successfully opt out, you must include all of the information requested by the Opt-
Qut Form. Specifically, you must sign a written election that contains the following
information:

a) your tull name, current address, and telephone number;

b) the name and number of Sino-Forest securities purchased between March 19, 2007
and June 2, 2011 (the “Class Period”), and the date and price of each such transaction;

¢) a statement to the effect that you wish to be excluded from the Settlement
Agreement; and

d) your reasons for opting out.

If you wish to opt out, you must submit your fully complete Opt-Out form to the Opt-Out
Administrator or the Québec Court (if you are a resident of Québec) at the applicable above-
noted address, no later than ®.

OPT-OUT ADMINISTRATOR

The Court has appointed NPT Ricepoint Class Action Services as the Opt-Out Administrator
for the Settlement Agreement. The Opt-Out Administrator will receive and process opt-out
forms for Class Members outside Québec. The Opt-Out Administrator can be contacted at:

Telephone: 1-866-432-5534

Mailing Address: Sino-Forest Class Action
Claims Administrator
PO Box 3353
London, ON N6A 4K3
Email: sino(@nptricepoint.com

The opt-out forms for Class Members that are residents of Québec will be received and
processed by the Québec Court, which can be contacted at:
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Mailing Address: Greffier de ta Cour supérieure du Québec
300, boulevard Jean-Lesage, salle 1.24
Québec (Québee) GIK 8K6
No de dossier : 200-06-000132-111

THE LAWYERS THAT REPRESENT THE CLASS MEMBERS

The law firms of Koskie Minsky LLP, Siskinds LLP, and Siskinds Desmeules, sencrl (“Class
Counsel™) jointly represent the Class in the Proceedings. They can be reached by mail, email,
or by telephone, as provided below:

Koskie Minsky LLP

20 Queen St. West, Suite 900, Box 52, Toronto, ON, MSH 3R3
Re: Sino-Forest Class Action

Tel: 1.866.474.1739

Emall: sinoforestclassaction@kmlaw.ca

Siskinds LLP

680 Waterloo Street, P.O. Box 2520 London, ON N6A 3V8
Re: Sino-Forest Class Action

Tel: 1.800.461.6166 x.2380

Email: nicole.young(@siskinds.com

Siskinds Desmeules, senerl

43 Rue Buade, Bureau 320, Québec City, Québec, GIR 4A2
Re: Sino-Forest Class Action

Tel: (418} 694-2009

Email: simon.hebert@siskindsdesmeules.com

INTERPRETATION

If there is a conflict between the provisions of this notice and the Settlement Agreement, the
terms of the Settlement Agreement will prevail.

Please do not direct inquiries about this notice to the Court. All inquiries should be directed
to the Opt-Out Administrator or Class Counsel.

DISTRIBUTION OF THIS NOTICE HAS BEEN AUTHORIZED BY THE ONTARIO
SUPERIOR COURT OF JUSTICE AND THE QUEBEC SUPERIOR COURT
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Schedule C

SINO-FOREST CORPORATION CLASS ACTION

TO CURRENT AND FORMER SINO-FOREST SHAREHOLDERS AND
NOTEHOLDERS

Notice of Settlement with Poyry (Beijing) Consulting Company Limited

TO: Everyone, including non-Canadians, who acquired Sino-Forest Corporation (“Sino-
Forest”) securities between March 19, 2007 and June 2, 2011 i) by distribution in Canada or
on the Toronto Stock Exchange or other secondary market in Canada, which includes
securities acquired over-the-counter; or i) who are residents of Canada or were residents of
Canada at the time of acquisition and who acquired Sino-Forest Corporation’s securities
outside of Canada (the “Class” or “Class Members™)

COURT APPROVAL OF THE CLASS ACTION SETTLEMENT

In June and July of 2011, class actions were commenced in the Ontario Superior Court of
Justice (the “Ontario Proceeding”) and the Québec Superior Court (the “Québec Proceeding™)
(collectively, the “Proceedings™) against Sino-Forest, its senior officers and directors, its
auditors, its underwriters and a consulting company, Péyry (Beijing) Consulting Company
Limited (“Poyry (Beijing)”). The actions alleged that the public filings of Sino-Forest
contained false and misleading statements about Sino-Forest's assets, business. and
transactions.

The plaintiffs have entered into a settlement agreement with Péyry (Beijing) that settles the
claims against this defendant alone in the Proceedings (the “Settlement Agreement”). The
Settlement Agreement stipulates that Péyvry (Beijing) will cooperate with the plaintiffs in the
continued litigation against the remaining defendants. PSyry (Beijing) will not provide
monetary compensation to the plaintiffs. In return, the Proceedings will be dismissed against
Péyry (Beljing) and future claims against Poyry (Beijing) in relation to these Proceedings will
be barred. More information regarding the settlement can be found in the Settlement
Agreement and in the Notice of Certification and Settlement (“Long Form Notice”) which are
available at www.kmlaw.ca/sinoforestclassaction and www.classaction.ca, or by contacting
the Opt-Out Administrator at the address below.

Péyry (Beijing) does not admit to any wrongdoing or lability. The Settlement Agreement
does not resolve anv ciaims against_Sino-Forest. its senior officers and directors. 1ts auditors.
or its underwriters.  The courts of Ontario and Québec have certified/authorized the
Proceedings as class actions for the purpose of settlement, and both courts have declared that
the Settlement Agreement is tair, reasonable and in the best interest of those affected by it.

REQUESTING EXCLUSION FROM THE CLASS

All persons and entities that fall within the definition of the Class are Class Members unless
and until thev exclude themselves from the Class (“opt out”). If you are a Class Member and
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vou do not want to be bound by the Settlement Agreement vou must opt out. If you wish to
opt out, you may do so by completing an “Opt-Out Form”. which is attached to the Long-
Form Notice, including the required information and supporting documents listed in the
Long-Form Notice and mailing it to the Opt-Out Administrator, or the Québec Court (if you
are a resident of Québec) at the addresses below, no later than . Class Members that opt-
out of the Proceedings will be unable to participate in any future settlement or
judgment with or against any of the remaining defendants.

WHERE TO MAIL THE OPT-OUT FORMS

NPT Ricepoint Class Action Services is the Opt-Out Administrator for the Settlement
Agreement. The Opt-Out Administrator will receive and process opt-out forms for Class
Members outside Québec. The Opt-Out Administrator can be contacted at: Sino-Forest
Class Action, Claims Administrator, London, ON N6A 4K3,; Tel No. 1-866-432-5534;
Email: sino@nptricepoint.com

The opt-out forms for Class Members that are residents of Québec will be received and
processed by the Québec Court, which can be contacted at: Greffier de la Cour supérieure du
Québec, 300, boulevard Jean-Lesage, salle 1.24, Québec (Québec) GIK 8K6, No de
dossier : 200-06-000132-111

FOR MORE INFORMATION

The law firms of Koskie Minsky LLP, Siskinds LLP, and Siskinds Desmeules, sencrl (“Class
Counsel”) jointly represent the Class in the Proceedings. They can be reached by mail, email,
or by telephone, as provided below:

Koskie Minsky LLP Siskinds LLP

20 Queen St. West, Suite 900, Box 52 680 Waterloo Street, P.O. Box 2520
Toronto, ON, MSH 3R3 London, ON N6A 3V8

Re: Sino-Forest Class Action Re: Sino-Forest Class Action

Tel: 1.866.474.1739 Tel: 1.800.461.6166 x.2380

Email: sinoforestclassaction@kmlaw.ca  Email: nicole.young@siskinds.com

Siskinds Desmeules, sencrl
43 Rue Buade, Bureau 320, Québec
Citv, Québec, GIR 4A2
Re: Sino-Forest Class Action
Tel: (418) 694-2009
Email:
simon.hebert@siskindsdesmeules.com
DISTRIBUTION OF THIS NOTICE HAS BEEN AUTHORIZED BY THE ONTARIO

SUPERIOR COURT OF JUSTICE AND THE QUEBEC SUPERIOR COURT
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Schedule D

|
SINO-FOREST CLASS ACTION SETTLEMENT
OPT OUT FORM Must be Postmarked

No Later Than
201z

THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM.
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE POYRY (BEIJING) SETTLEMENT AGREEMENT.
DO NOT USE THIS FORM IF YOU WANT TO REMAIN IN THE CLASS.

Last Narne First Name

Currant Address

l BN
Tt HEENEENEEEREEEEE

Civy v I S  Prov/Stale Postai Coda/Zio Code

Social Insurances NumberSodal Secunty Number/Unique Tax Identfier

T 1

Talgphons Numbear {WVork) Telephone Number (Home)

RN R

b ——

Total number of Sino-Forest sacurities purchased during the Class Perod {Mareh 19, 2007 1o June 2, 2011): I o

You must also accampany your Opt-Out form win brokerage statements, or other transaction records, isting akt of your purciiases of
Sino-Farest commeon shares between March 19, 2007 to June 2, 2011, inclusive (the “Class Pariod”),

Identification of person signing this Opt Out Form (please check):

~— {represent that | purchasaed Sino-Forest Carporation {"Sino-Forest’) securities and am the above ientfied Class Member. | am signing tnis
Farm to EXCLURE myssll lrom the pardsipation in the Sirc-Forest Claas Action Settisment Agreament reacnod betwesn the
Class and P3yry {8aijing) Consulting Company Limited (*Plyry (Beling)), the Setting Defendant,

Purpcse for Opilng Out (check only one):
1 My current itention is 1o begln individual figation against Péyry (Beifing) in retefion 1o the matters alleged in the Proceedings.

[—

" 1am opiing out of the class action for @ reason other than to begin lndividuai isgalion against Payry (Beifing) in relation 10 the maitsrs alleged in
L the Praceadings. | am opting out for the lollowing reason(s):

| UNDERSTAND TRAT BY OPTING OUT | WILL NEVER BE ELIGIELE YO RECEIVE BENEFITS OBTAINED BY WAY OF THE POYRY (BENING)
SETTLEMENT AGREEMENT, AND WILL BE UNABLE 7O PARTICIPATE IN ANY FUTURE SETTLEMENT OR JUDGEMENT WITH OR AGAINST
ANY OF THE REMAINING DEFENDANTS,

Sgnatute. Oale Signed,

Plezse mail your Opt Qut Ferm to:
Sino-Forest Class Aciion
PO Box 3355
Londor, ON N6A 4X3

| T TR e ]
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The Trustees of the [Labourer’s Penston Fund
of Central and Eastern Canada, et al.
Plainufts

and

Sio-Forest Corporation, et al.

Defendants

231

Court File No: CV-11-431153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

Proceedings Under the lasy Proceedings Act, 1992

Praceeding cominenced at Toronto

ORDFER

KOsKIE MINSKY LLP
900-20 Queen Street Wesl
Box 52

Toronto, ON M3 3R3T

Kirk M. Baert (LSUC#: 309420)
Tel: 410.595.2117

Fax: 416.204.2889

Jonathan Bida (LSUCH: 54211D)
Tel: 416.595.2072

Fax; 416.204.2907

SISKiINDs LLP

680 Waterloo Sireet
12.0, Box 35320

| ondon, ON N6A IVR

Charles M. Wright (LSUCH: 36599Q )
Tel: $12.666.7753
Fax: §19.660.7754
A, Dimitri Lasearis (LSUCH: SB073A)
Tel: 519.660.78-44
Fax: 519.660.7843

faswyers B the Plamu(Ts
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This is  Exhibit "C(2)"
mentioned and referred to in the
Affidavit of Charles Wright,
sworn before me at the City of
London, in the Province of
Ontario, this 21% day of
November, 2013.

%//?Z
A Cammi;ianef, efC.

SHARLA JOAN STROOP, a Commissioner, efc.,
Province of Ontario, for Siskinds"”
"+ rad Soliciters. Expires: Cetober 6, 2015
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CITATION The Trustees of the Labourers’ Pension Fund of Central and Eastern
Canada v. Sino Forest Corporation, 2012 ONSC 5398
COURT FILE NO.: CV-11-431153-00CP

ONTARIO

DATE: September 25, 2012

SUPERIOR COURT OF JUSTICE

BETWEEN:

THE TRUSTEES OF THE LABOURERS’
PENSION FUND

OF CENTRAL AND EASTERN
CANADA, THE TRUSTEES OF THE
INTERNATIONAL UNION OF
OPERATING ENGINEERS LOCAL 793
PENSION PLAN FOR OPERATING -
ENGINEERS IN ONTARIO, SJUNDE AP-
FONDEN, DAVID GRANT and ROBERT
WONG

Plaintiffs
—and -

SINO-FOREST CORPORATION, ERNST
& YOUNG LLP, BDO LIMITED (formerly
known as BDO MCCABE LO LIMITED),
ALLENT.Y. CHAN, W. JUDSON
MARTIN, KAIKIT 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

Nt e ot Nl Nl Nt N N e N N N N N Nl Sl o N S N Ml o el o N N N S N S’

A. Dimitri Lascaris, Serge Kalloghlian, and
S. Sajjad Nematollahi for the Plaintiffs

Peter Osborne, Shara Roy, and Brendon
Grey for the Defendant Ernst & Young LLP

John Fabello for the Defendants 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
Ine., Credit Suisse Securities (USA) LLC
and Banc of America Securities LLC

Kenneth Dekker for the Defendant BDO
Limited

John J. Pirie and David Gadsden for the
Defendant P6yry (Beijing) Consulting
Company Limited
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SUISSE SECURITIES (USA) LLC and
MERRILL LYNCH, PIERCE, FENNER &
SMITH INCORPORATED (successor by
merger to Banc of America Securities LLC)
Defendants

Chan

Michael Eizenga for Sino-Forest

e’ N N N N N N

Poon
Proceeding under the Class Proceedings HEARD: September 21, 2012
Act, 1992
PERELL, J.

REASONS FOR DECISION
A, INTRODUCTION

(1]  This is a motion for approval of a partial settlement in a proposed class action
under the Class Proceedings Act, 1992, 5.0. 1992, c. C.6.

[2]  The Plaintiffs are: Labourers’ Pension Fund of Central and Eastern Canada
(“Labourers™), the Trustees of the International Union of Operating Engineers Local
793 Pension Plan for Operating Engineers in Ontario (“Operating Engineers”), Sjunde
AP-Fonden (“AP7”), David Grant, and Robert Wong.

[3]1 The Defendants are: 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 Mak,
Simon Murray, Peter Wang, Garry J. West, Péyry (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 Memnil Lynch, Pierce, Fenner & Smith
Incorporated (successor by merger to Banc of America Securities LLC).

(4]  In this action, the Plaintiffs allege that Sino Forest misstated in its public filings
its financial statements, misrepresented its timber rights, overstated the value of its
assets, and concealed material information about its business operations from investors.
Thete is a companion proposed class action in Québec. The Plaintiffs claim damages of
$9.2 billion on behalf of resident and non-resident shareholders and noteholders of
Sino-Forest.

(5]  The Plaintiffs in Ontario and Québec have reached a settlement with one of the
defendants, Péyry (Beijing) Consulting Company Limited (“P6yry (Beijing)”). The
Settlement Agreement is subject to court approval in Ontario and Québec. The litigation
is continuing against the other defendants,

Emily Cole and Megan Mackey for Allen
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Corporation , W. Judson Martin, and Kai Kit
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[6)  The Plaintiffs bring a motion for an order: (a) certifying the action for settlement
purposes as against Poyry (Beijing); (b) appointing the Plaintiffs as representative
plaintiffs for the class; (c¢) approving the settlement as fair, reasonable, and in the best
interests of the class; and (d) approving the form and method of dissemination of notice
to the class of the certification and settlement of the action,

[7]  The motion for settlement approval is not opposed by the Defendants,

(8]  Up until the morning of the fairness hearing motion, three groups of Defendants
objected to the settlement; namely: (a) Ernst & Young LLP; (b) BDO Limited; and (¢)
Credit Suisse Securities (Canada) Inc, TD Securities Inc., Dundee Securities
Corporation, RBC Dominion Securities Inc., Scotia Capital Inc., CIBC Woild Markets
Inc., Metrill Lynch Canada Inc., Canaccord Financial Ltd., Maison Placements Canada
Inc,, Credit Suisse Securities (USA) LLC and Banc of America Securities LLC
(collectively the “Underwriters™).

[9]  When the Plaintiffs and Poyry (Beijing) and various other Poyry entities agreed
to amend their settlement arrangements to provide extensive discovery rights against the
Pdyry entities, the opposition disappeared.

[10] While I originally I had misgivings, I have concluded that the court should
approve the settlement as fair, reasonable, and in the best interests of the class members
of the consent certification. Accordingly, I grant the Plaintiffs® motion,

B. FACTUAL BACKGRQUND

(11]  OnJuly 20,2011, the Plaintiffs commenced this action.

[12] Of the Plaintiffs, Labourers’ and Operating Engineers are specified multi-
employer pension plans, AP7 is a Swedish National Pension Fund and is part of
Sweden’s national pension system. David Grant is an individual residing in Calgary,
Alberta, Robert Wong is an individual residing in Kincardine, Ontario,

[(3] All the Plaintiffs purchased Sino Forest shares or Sino Forest Notes and lost a
great deal of money,

(14)  All of the Plaintiffs, especially the institutional investors, would appear to be
sophisticated They are capable of understanding the issues and competent to give
instructions to their lawyers about the tactics and strategies of this massive litigation.

[15] I mention this last point because their lawyers urged me that in weighing the
faitness of the seftlement to the class members, I should give considerable deference to
the astuteness of the Plaintiffs and to the wisdom of their experienced lawyers about the
advantages and disadvantages of the proposed scttlement. See Metzler Investment
GmbH v Gildan Acrivewear Inc., 2011 ONSC 1146 at para, 31,

[16] In their action, the Plaintiffs allege that in its public filings, Sino Forest
misstated its financial statements, mistepresented its timber rights, overstated the value
of its assets, and concealed material information about its business and operations from
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investors. As a result of these alleged misrepresentations, Sino Forest’s securities
allegedly traded at artificially inflated prices for many years.

[17] The Defendant Poyry (Beijing) was one of several affiliated entities that
appraised the value of Sino Forest’s assets. Some of the Péyry valuation reports were
incorporated by reference into various offering documents. Some of the valuation
reports were made publicly available through SEDAR and Péyry valuation reports were
posted on Sino Forest’s website,

[18] In their statement of claim, the Plaintiffs allege that Poyry (Beijing) is liable for:
(a) negligence and under s, 130 of the Ontavio Securities Act, R.5,0, 1990, c. 8.5 to
primary market purchasers of Sino-Forest shares and (b) is liable for negligence and
under Part XXII1.1 of the Aef to purchasers of Sino Forest’s secwrities in the secondary
matkets.

[19] Only one P8yry entity has been named as a defendant. The affiliated Poyry
entities have not been named as defendants,

[20]  On January 26, 2012, the Plaintiffs filed an amended notice of action and a
Statement of Claim. Around this time, The Plaintiffs and Pdyry (Beijing) began
settlement discussions. Those discussions culminated in a Settlement Agreement made
as of March 20, 2012.

[21] Inits original form, the terms of the Settlement Agreement were as follows:

¢ Poyry (Beijing) will provide information and cooperation to the Plaintiffs for the
purpose of pursuing the claims against the other defendants.

o Poyry (Beijing) is required to provide an evidentiary proffer relating to the
allegations in this action, (This evidentiary proffer was made and apparently was
very productive and the harbinger of useful information,).

» Pdyry (Beijing) is required to provide relevant documents within the possession,
custody or control of P8yry (Beijing) and its related entities, including: (2)
documents relating to Sino-Forest, the Auditors or the Underwriters, or any of
them, as well as the dates, locations, subject matter, and participants in any
meetings with or about Sino-Forest, the Auditors, the Underwriters, or any of
them; (b) documents provided by P8yry (Beijing) or any of its related entities to
any state, federal, or international government or adminisirative agency
concerning the allegations raised in the proceedings; and (¢) documents provided
by Poyry (Beijing) or any of its related entities to Sino Forest’s Independent
Committee or the ad hoc committee of noteholders,

o Poyry (Beijing) is obliged to use reasonable efforts to make available directors,
officers or employees of Poyry (Beijing) and its related entities for interviews
with Class Counsel, and to provide testimony at trial and affidavit evidence,

¢ The Plaintiffs will release their claims against Pdyry (Beijing) and its related
entities,
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o The Non-setiling Defendants will be subject to a bar order that precludes any

(22)
(23]

right to contfribution or indemnity against Péyry (Beijing) and its related entities,
but preserves the non-settling defendants’ rights of discovery as against P8yry
(Beijing) and Pdyry Management Consulting (Singapore) PTE, LTD. (“Pdyry
(Singapore)™).

Poyry (Beijing) will consent to certification for the purpose of settlement.

Pdyry (Beijing) will pay the first $100,000 of the costs of providing the notice of
certification and settlement, and half of any such costs over $100,000.

The Settlement Agreement is subject to court approval in Ontario and Québec.
As already noted above, Ernst & Young, BDO, and the Underwriters objected to

the original version of the proposed settlement, but hard wpon the hearing of the fairness
motion, they withdrew their opposition because of a revised version of the settlement
that preserved and extended their rights of discovery as against the Poyry entities.

(24]

The revised terms of the settlement agreement included, among other things, the

following provisions:

¢ The Court shall retain jurisdiction over the Plaintiffs, the Poyry Parties (Poyry

(Beijing), P8yry Management Consulting (Singapore) Pte. Ltd., P6yry Forest
Industry Ltd, Pdyry Forest Industry Pte. Lid, Péyry Management Consulting
(Australia) Pty. Ltd., P8yry Management Consulting (NZ) Ltd,, JP Management
Consulting (Asia-Pacific) Ltd,), Poyry PLC, and Péyry Finland OY for all
matters all of these parties are declared to have attorned to the jurisdiction of this
Court.

After all appeals or times to appeal from the certification of this action against
the Non-Settling Defendants have been exhausted, any Non-Settling Defendant
is entitled to the following:

o documentary discovery and an affidavit of documents from any and all
of P8yry (Beljing), and the “P8yry Partics”;

o oral discovery of a representative of any Pdyry Party, the transcript of
which may be read in at trial solely by the Non-Settling Defendants as
part of their respective cases in defending the Plaintiffs' allegations
concerning the Proportionate Liability of the Releasees and in connection
with any claim [described below] by a Non-Settling Defendant against a
P8yry Party for contribution and indemnity,

o leave to serve a request to admit on any Pgyry Party in respect of factual
matters and/or documents;

o the production of a representative of any Poyry Party to testify at trial,
with such witness or witnesses to be subject to cross-examination by
counsel for the Non-Settling Defendants;

o leave to serve Evidence Act notices on any Pdyry Party; and
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o discovery shall proceed pursuant to an agreement between the Non-
Settling Defendants and the Poyry Parties in respect of a discovery plan,
or failing such agreement, by court order,

o The Poyry Parties, Poyry PLC, and Péyry Finland OY shall, on & best efforts
basis, take steps to collect and preserve all documents relevant to the matters
at issue in the within proceeding,

o If any POyry Party fails to satisfy its reasonable obligations a Non-Settling
Defendant may make a motion to this Cowt to compel reasonable
compliance. If such an Order is made, and not adhered to by the Poyry Party,
a Non-Seitling Defendant may then bring a motion to lift the Bar Order and to
advance a claim for contribution, indemnity or other claims over against the
Poyry Party.

» If an Order is made permitting a claim to be advanced against a P6yry Party
by a Non-Setthing Defendant any limitation period applicable to such a claim,
whether in favour of a P8yry Party or a Non-Settling Defendant, shall be
deemed to have been tolled as of the date of the settlement approval order.

C. SUPPORT FOR THE SETTLEMENT AGREEMENT

[25] On May 17, 2012, the Plaintiffs distributed notice of the fairness hearing. No
objections were filed by putative class members.

[26] The Plaintiffs’ lawyers recommend the settlement for four reasons:

e (1) Although the Plaintiffs’ central allegation against Poyry (Beijing) is that its
valvation reports on Sino Forest’s assets contained misrepresentations, PSyry
(Beijing)’s, four reports (and one press release) contain exculpatory language
that would pose significant challenges to establishing liability;

o (2) Poyry (Beijing) is located in the People’s Republic of China, and serious
difficulties exist with respect to serving documents, compelling evidence, and
enforcing any judgment, especially because compliance with the Convention on
the Service Abroad of Judicial and Extrajudicial Documents in Civil or
Commercial Matters (“Hague Convention™) has already proven untimely,

* (3) The Plaintiffs’ recourse against Péyry (Beijing) may be limited to the
collection of insurance proceeds (€2 million) from Péyry (Beijing)’s insurer; and

o (4) Poyry (Beijing is well-positioned to provide useful and valuable information
and documents that would be helpful in the prosecution of the claims against the
remaining defendants,

[27] As emerged from the argument at the fairness hearing, the last reason is by far
the most significant reason that the Plaintiffs’ lawyers recommend the settlement. They
urged me that the direct claim against Péyry (Beijing) is weak and not worth the effort,
but the information available from the P6yry entities and the swifiness of its availability
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would be enormously valuable in the litigation battles for leave to assert an action under
the Ontario Securities Act, to obtaining certification against the non-settling defendants,
to succeeding on the merits, and to facilitating seftlement overtures and negotiations.

[28] The Plaintiffs’ lawyers urged me that the releases of the Pyry entities and the
risks of the bar order, which risks included the Plaintiffs having to take on the risk and
task of contesting the non-settling defendants’ efforts to attribute all or the greater
proportion of responsibility onto the Poyiy entities was in the best interests of the class.

D. THE WITHDRAWN OPPOSITION OF BDOQ, ERNST & YOUNG AND THE
UNDERWRITERS

[29] In connection with BDO’s audits of the annual financial statements of Sino
Forest for the years ended December 31, 2005 and December 31, 2006, BDO obtained
and reviewed the POyry Asset Valuations and members of its audit team met with
individuals from JP Management and Psyry New Zealand and attended site visits at
Sino Forest plantations with Péyry staff.,

[30] Inits statement of defence, BDO will deny the allegations of negligence, and it
will deliver a crossclaim against Poyry (Beijing).

(311 BDO has aheady commenced an action against a Pdyry Beijing affiliate, Poyry
Management Consulting (Singapore) Pte. Lid, (“Pdyry Singapore”), seeking
contribution and indemnity in connection with the claims advanced against BDO in this
action.

[32] The Pdyry valuations were relied upon by the Defendant Ernst & Young in its
role as auditor of Sino Forest from 2007 to 2012, Ernst &Young submits that that the
Plaintiffs’ claims against it ave inextricably linked to the c¢laims the Plaintiffs advance
against Poyry (Beijing).

[33] Ernst & Young has commenced a separate action against P8yry (Beijing) and the
other Poyry entities seeking contribution, indemnity and other relief emanating from the
claim made by the plaintiffs against Ernst & Young.

[34] It was the position of the underwriters that the Pdyry entities and their valuation
reports played significant roles in presenting Sino Forest’s business to the market for ma
many years and before the involvement of the Underwriters.

[35] The Underwriters have commenced an action seeking contribution and
indemnity against seven Pdyry entities in respect of their involvement Sino Forest’s
disclosure and any liability that may be found after trial,

(36] Emst & Young, BDO, and the Underwriteis in their factums opposing the court
approving the settlement disparaged the settlement as providing nothing of benefit to the
class and as unfair to the non-settling defendants who had substantial claims of
contribution and indemnity against the P&yry entities whom they submit were at the
centre of the events of this litigation.
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E. CERTIFICATION FOR SETTLEMENT PURPOSES

[37] Pursuant to s. 5(1) of the Class Proceedings Act, 1992, 8,0, 1992, ¢.6, the court
shall certify a proceeding as a class proceeding if: (a) the pleadings disclose a canse of
action; (b) there is an identifiable class; (c) the claims of the class members raise
common issues of fact or law; (d) a class proceeding would be the preferable procedure;
and (e) there is a representative plaintiff who would adequately represent the interests of
the class without conflict of interest and who has produced a workable litigation plan.

[38] Where certification is sought for the purposes of settlement, all the criteria for
certification still must be met; Baxter v. Canada (Attorney General) (2006), 83 O.R.
(3d) 481 (S.C.J.) at para, 22, However, compliance with the certification criteria is not
as strictly required because of the different circumstances associated with settlements;
Bellaire v. Daya, {2007] O.). No. 4819 (S.CJ.) at para. 16; National Trust Co. v.
Smallhorn, [2007] O.J. No. 3825 (8.C.J.) at para. 8; Bonanno v. Maytag Corp., [2005]
0.J. No. 3810 (S.C.)); Bona Foods Ltd. v. Ajinomoto US.A. Inc., [2004] O.). No. 908
(S8.C.l); Gariepy v. Shell Oil Co., [2002] 0O.J, No. 4022 (S.C.J.) at para, 27; Nutech
Brands Inc. v. Air Canada, [2008] 0.). No. 1065 (S.CJ.) at para. 9.

[39] Subject to approval of the settlement, in my opinion, the Plaintiffs’ action
satisfies the criterion for certification under the Class Proceedings Act, 1992. Their
pleading discloses two causes of action against Poyry (Beijing); namely: (1)
misrepresentations in relation to the assets, business and transactions of Sino-Forest
contrary to Part XXIIL1 and section 130 of the Ontario Securities Act, and (2)
negligence in the preparation of its opinions and reports about the nature and valve of
Sino Forest’s assets. Thus, the fixst criterion is satisfied.

(40] There is an identifiable class in which all class members have an interest in the
resolution of the proposed common issue. Thus, the second criterion is satisfied. The
proposed class is defined as:

Al persons and entities, wherever they may reside, who acquired Sino’s Securities during
the Class Period by disteibution in Canada or on the Toronto Stock Exchange or other
secondary market in Canada, which includes securities acquired over-the-counter, and all
person and entities who acquired Sino’s Securities during the Class Period* who are
resident of Canada or were resident of Canada at the time of acquisition and who acquired
Sino’s Securities outside of Canada, except the Excluded Persons *

*Class Period is defined as the period from and including March 19, 2007 to and including
June 2, 2011,

*Excluded Persons is defined as the Defendants, their past and present subsidiavies,
affiliates, officers, directors, senior employees, partners, legal representatives, heirs,
predecessors, successors and assigns, and any individual who is a member of the immediate
family of an Individual Defendant.

[41] The Plaintiffs propose the following common issue, as agreed to between the
parties to the Settlement Agreement:
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Did [Payry (Beijing)] make misrepresentations as alleged in this Proceeding during the
Class Period concerning the assets, business or transactions of Sino-Forest? If so, what
damages, if any, did Settlement Class Members suffer?

[42] [am satisfied that this question satisfies the third criterion.

[43] 1 am also satisfied that assuming that the settlement agreement is approved, a
class proceeding is the preferable procedure and the Plaintiffs are suitable representative
plaintiffs.

{44] Thus, I conclude that the action against Poyry (Beijing) should be certified as a
class action for settlement purposes.

F, SETTLEMENT APPROVAL

[45] To approve a seftlement of a class proceeding, the court must find that in all the
circumstances the setflement is fair, reasonable, and in the best interests of those
affected by it: Dabbs v. Sun Life Assurance, {1998] O.J. No, 1598 (Gen. Div.) at para, 9,
aff’d (1998), 41 O.R. (3d) 97 (C.A)); leave to appeal to the S.C.C. ref’d, [1998]
S.C.C.A. No. 372; Parsons v. Canadian Red Cross Society, {1999] O.J. No. 3572
(S.C.J.) at paras. 68-73.

(46] In determining whether to approve a settlement, the cowrt, without making
findings of facts on the merits of the litigation, examines the fairness and reasonableness
of the proposed settlement and whether it is in the best interests of the class as a whole
having regard to the claims and defences in the litigation and any objections raised to
the settlement: Baxter v. Canada (Attorney General) (2006), 83 O.R. (3d) 481 (S.C.J)
at para, 10,

(47] While a court has the juisdiction to reject or approve a seftlement, it does not
have the jurisdiction to rewrite the settlement reached by the parties: Dabbs v. Sun Life
Assurance Co. of Canada, supra, at para. 10,

(48] In determining whether a settlement is fair and reasonable and in the best
interests of the class members, an objective and rational assessment of the pros and cons
of the settlement is required: Al-Harazi v. Quizno’s Canada Restaurant Corp., [2007]
0.J. No. 2819 (3.C.J.) at para, 23,

{49] A settlement must fall within a zone of reasonableness. Reasonableness allows
for a range of possible resolutions and is an objective standard that allows for variation
depending upon the subject matter of the litigation and the nature of the damages for
which the settlement is to provide compensation; Parsons v. The Canadian Red Cross
Society, supra, at para. 70; Dabbs v, Sun Life Assurance, supra.

[S0] When considering the approval of negotiated seftlements, the court may
consider, among other things: likelihood of recovery or likelihood of success; amount
and nature of discovery, evidence or investigation; settlement terms and conditions;
recommendation and experience of counsel; future expense and likely duration of
litigation and risk; recommendation of neutral parties, if any; number of objectors and
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nature of objections; the presence of good faith, arms length bargaining and the absence
of collusion; the degree and nature of communications by counsel and the representative
plaintiffs with class members during the litigation; information conveying to the court
the dynamics of and the positions taken by the parties during the negotiation: Dabbs v.
Sun Life Assurance Company of Canada, supra; Parsons v. The Canadian Red Cross
Society, [1999] O.J. No. 3572 (8.C.].) at pavas. 71-72; Frohlinger v. Nortel Networks
Corp., [2007] O.J. No. 148 (S.C.J.) at para. 8,

[51]  There is an initial presumption of fairness when a settlement is negotiated atms-
length: Vitapharm Canada Ltd, v. F, Hoffmann-La Roche Ltd. (2005), 74 O.R, (3d) 758
(S.C.J.) at paras. 113-114; CSL Equity Investments Lid. v. Valols, [2007] O.J. No. 3932
(8.C.J.) at para. 5.

[52] The court may give considerable weight to the recommendations of experienced
counsel who have been involved in the litigation and are in a better position than the
court or the class members, to weigh the factors that bear on the reagonableness of a
particular settlement: Kranjcec v. Ontario, [2006] O.J. No, 3671 (8.CJ.) at para. 11;
Vitapharm Canada Ltd. v. F. Hoffmann-La Roche Ltd (2005), 74 O.R. (3d) 758 (S.C.J.)
at para. 142.

[53] In assessing the reasonableness of a settlement agreement, the court is entitled to
consider the non-monetary benefits, including the provision of cooperation: Nutech
Brands Inc. v. Air Canada, [2009] O.J. No. 709 (SCJ) at paras 29-30, 36-37; Osmun v
Cadbury Adams Canada Inc., [2010] O.J. No. 1877 (8.C.].), aff'd 2010 ONCA 841,
leave to appeal to S.C.C. refd [2011] S.C.C.A. No. 55,

[54] The court may approve a settlement with a “bar order” in which the plaintiff
settles with some defendants and agrees only to pursue claims of several liability against
the remaining defendants; Ontario New Home Warranty Program v. Chevron Chemical
Co. (1999), 46 O.R. (3d) 130 (8.C.J.); Virapharm Canada Ltd. v. F. Hoffmann-La Roche
Ltd. (2005), 74 O.R. (3d) 758 (S.C.1.) at paras. 134-39; Millard v. North George Capital
Management Ltd., [2000] 0.J. No. 1535 (S.C.L.); Gariepy v. Shell Oil Co., [2002] O.J.
No. 4022 (S.C.).); McCarthy v. Canadian Red Cross Society, {2001] O.J. No. 2474
(8.C.J.); Bona Foods Ltd. v, Ajinomoto US.A. Inc., [2004] O.J, No, 908 (S.C.1.); Attis v.
Canada (Minister of Health), [2003] 0.J. No. 344 (8.C.J.), aff’d [2003] O.J. No. 4708
(C.A)); Osmun v, Cadbury Adams Canada Inc., supra.

[55] In the case at bar, before the settlement agreement between the Plaintiffs and
Psyry (Beijing) was revised at the eleventh hour, I had setiows misgivings about
approving the proposed settlement. I was concerned about whether the non-settling
Defendants were being faitly treated, and I was concerned about whether the Plaintiffs
should take on the risk and burden of contesting the apportionment of liability in
crossclaims and third party claims that normally would not be their concern.

{56] Subject to what the Plaintiffs might submit during the oral argument, the
Defendants® arguments in their factums appeared to me to make a strong case that the
non-settling Defendants’ abulity to defend themselves by shifting the blame exclusively
on the Poyry entities and the non-settling Defendants’ ability to advance their
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substantive claims for contribution and indemnity were unfairly compromised by the
release of all the PSyry entities and the protection afforded all of them by a bar order,

[57] Subject to what the Plaintiffs might submit during the oral argument, I was
concerned whether the release and bar order was in the class members’ best interests in
the circumstances of this case, where it is early days in assessing the extent to which the
non-settling Defendants could succeed in establishing their claims of contribution and
indemnity,

[58] However, with the non-settling Defendants, apparently being content with the
revised settlement arrangement, and with the assertive and confident recommendation
of the Plaintiffs and their lawyers made during oral argument that the proposed
settlement is in the best interests of the class members and will increase the likelihood
of success in obtaining leave under the Securities Act and certification under the Class
Proceedings Act, 1992 and perhaps success in encouraging a settlement, my conclusion
is that the court should approve the settlement.

[59] I know from the cairiage motion that the lawyers for the Plaintiffs have
expended a great deal of forensic energy investigating and advancing this litigation and
it is true that they are in a better position than the cowurt to weigh the factors that bear on
the reasonableness of a particular settlement, particularily a tactically and strategically
motivaied settlement in ongoing litigation.

G. CONCLUSION

[60] For the above reasons, I grant the Plaintiffs’ motion without costs.

T
Perell, J.

Released: September 25, 2012
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I, CHARLES M. WRIGHT, of the City of London, in the Province of Ontario, AFFIRM:

1. I am a partner at Siskinds LLP, who, along with Koskie Minsky LLP (together, “Class
Counsel™), are counsel to the plaintiffs (the “Representative Plaintiffs”) in the above-captioned

class proceeding (the “Ontario Action”).

2. Class Counsel have retained Paliare Roland Rosenberg Rothstein LLP for purposes of the
above-captioned proceeding (the “Insolvency Proceeding”) under the Companies’ Creditors
Arrangement Act (“CCAA”), who act for the Ad Hoc Committee of Purchasers of the Applicant’s

Securities (together with the Representative Plaintiffs, the “Ontario Plaintiffs”).

3. Siskinds Demeules is counsel to the plaintiffs in the class proceeding in the Province of
Quebec Superior Court styled as Guining Liu v. Sino-Forest Corporation, et al., File No. 200-06-

000132-111.

4, I have knowledge of the matters deposed to below. Where I make statements in this
affidavit that are not within my personal knowledge, I have indicated the source of my

information, and I believe such information to be true.

NATURE OF THIS MOTION
S. On November 29, 2012, the Ontario Plaintiffs entered into Minutes of Settlement with

the defendant, Emst & Young LLP, in order to resolve all claims against Emst & Young LLP,
Emst & Young Global Limited and any of its member firms, and any person or entity affiliated
with or connected thereto (“Emst & Young”, as more fully defined in the Plan of Compromise
and Reorganization of the Applicant under the CCAA4 dated December 3, 2012 (the “Plan™))
including all claims that have been asserted or that could have been asserted against Emst &

Young in these class proceedings (the “Ermnst & Young Claims”, as more fully defined in the as
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defined in the Plan). Along with the Minutes of Settlement, the framework of the proposed
settlement and release of Ernst & Young is contained in the Plan, and in particular at Article 11.1
and the corresponding definitions (the “Ernst & Young Release” and the “Emst & Young
Settlement”). A copy of the Minutes of Settlement is attached hereto as Exhibit “A.” Copies of
the draft settlement approval orders are attached hereto as Exhibits “B-1” and “B-2.” A copy of
the Plan is attached hereto as Exhibit “C” and a copy of the order sanctioning the Plan dated
December 10, 2012 (the “Sanction Order”) is attached hereto as Exhibit “D.” The endorsement
and reasons of the Honourable Justice Morawetz sanctioning the Plan are attached hereto as
Exhibits “E-1” and “E-2.” Where I have used capitalized terms that I have not defined in this
affidavit, those terms have the same meanings attributed to them in the draft settlement orders or

the Plan,

6. [ affirm this affidavit in support of the motion brought by the Ontario Plaintiffs for

approval of the Ernst & Young Settlement.

OVERVIEW OF THE SETTLEMENT
7. Subject to the terms of the Emnst & Young Settlement, Emst & Young has agreed to pay

CAD$117,000,000.00 (the “Settlement Amount”) to a Settlement Trust to be administered in

accordance with orders of the court.

8. In consideration for the Settlement Amount, it is a condition of the Ernst & Young
Settiement that Emst & Young will receive a full and final release in respect of all claims
relating to its relationship with Sino-Forest Corporation (“Sino”), its subsidiaries and affiliates,

as more fully defined as the Ernst & Young Release in the Plan.
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9. The Ernst & Young Settlement is also conditional on the approvals by courts in Ontario,
Quebec and the United States and certain other conditions contained in the Minutes of

Settlement, the Plan and the Sanction Order.

10.  The draft settlement approval orders provide that the distribution of the net Settlement

Amount' shall be made to the Securities Claimants.

BACKGROUND OF THE ACTION

11.  Sino shares were publicly traded at all material times on the Toronto Stock Exchange (the
“TSX™), on the Berlin exchange, on the over-the-counter market in the United States and on the
Tradegate market. Sino shares also traded on alternative trading venues in Canada and
elsewhere including, without limitation, AlphaToronto and PureTrading. During the period from
March 19, 2007 through June 2, 2011, approximately 93.4% of the aggregate global volume of
trade in Sino common shares took place in Canada (82.9% on the TSX and 10.5% on other

trading venues in Canada).

12.  Sino also issued and had various notes outstanding. These notes were offered to
investors by way of offering memoranda, and were underwritten by various financial institutions
who are defendants in the Ontario Action. In addition to those primary market offerings, these

notes traded in the secondary market.

13.  OnJune 2, 2011, Muddy Waters Research (“Muddy Waters”) released a research report
alleging fraud against Sino and alleging that it “massively exaggerates its assets.” The release of

this report was immediately followed by a dramatic decline in Sino’s share price.

1 The net Settlement Amount is the amount remaining from the Settlement Amount after
payment of administration and notice costs, class counsel fees and expenses as approved by the
Court and payment to Claims Funding International in accordance with the funding order of
Justice Perell dated May 17, 2012, attached hereto as Exhibit “F.”
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14.  On June 1, 2011, the day prior to the publication of the Muddy Waters report, Sino’s
common shares closed at $18.21. Afier the Muddy Waters report became public, Sino shares fell
to $14.46 on the TSX (a decline of 20.6%), at which point trading was halted. When trading

resumed the next day, Sino’s shares fell to a close of $5.23 (a decline of 71.3% from June 1).

15. A copy of the Muddy Waters report is attached hereto as Exhibit “G.”

16.  Sino’s notes also fell in value following the Muddy Waters report. On May 9, 2012 an
auction was held to settle the credit derivative trades for Sino-Forest credit default swaps
(“CDS”). CDS are essentially an insurance contract for debt instruments, and the price set in that
auction represents the market’s view of the value of the notes as of May 9, 2012, The CDS

auction price was 29% of the notes’ face values.

17. On June 3, 2011, Sino issued and filed on SEDAR a press release titled “Sino-Forest

Comments on Share Price Decline,” which is attached hereto as Exhibit “H.”

18. On June 6, 2011, Sino issued and filed on SEDAR a press release titled “Sino-Forest
Releases Supporting Evidence against Allegations from Short Seller,” and announced that a
committee of its Board of Directors (the “Independent Committee”) had been established and
had retained Osler, Hoskin & Harcourt LLP to conduct an investigation into Muddy Waters’

allegations. Attached hereto as Exhibit “I” is a copy of that press release.

19.  Also on June 6, 2011, Sino issued a press release titled “Sino-Forest Independent
Committee Appoints PricewaterhouseCoopers,” relating to the Independent Committee’s

investigation into Muddy Waters’ allegations, which is attached hereto as Exhibit “J.”

20.  On June 13, 2011, Muddy Waters issued a document titled “Reaction to TRE QI

Earnings Call,” which is attached hereto as Exhibit “K.”
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21.  OnJune 18, 2011, the Globe and Mail published an article titled “Key partner casts doubt

on Sino-Forest claim,” which is attached hereto as Exhibit “L.”

22. On June 19, 2011, the Globe and Mail published an article titled “On the trail of the truth

behind Sino-Forest,” which is attached hereto as Exhibit “M.”

23.  On June 20, 2011, Sino issued and filed on SEDAR a press release titled “Sino-Forest

Responds to the Globe and Mail Article,” which is attached hereto as Exhibit “N.”

24, On June 20, 2011, Muddy Waters issued a document titled “The Ties that Blind, Part 1:

Huaihua Yuda,” which is attached hereto as Exhibit “0.”

25. On August 10, 2011, November 15, 2011 and January 31, 2012, the Independent

Committee released three reports, reporting its findings.

26.  On August 26, 2011, the Ontario Securities Commission (“OSC”) issued a temporary
cease-trade order in respect of Sino’s securities, attached hereto as Exhibit “P.” The recitals to
the cease trade order reflect that Sino appeared to the OSC to have engaged in significant non-
arm’s length transactions which may have been contrary to Ontario securities laws and the public
interest, that Sino and certain of its officers and directors appeared to have misrepresented some
of Sino’s revenue and exaggerated some of its timber holdings, and that Sino and certain of its
officers and directors appeared to be engaging or participating in acts, practices or a course of
conduct related to Sino’s securities which they (or any of them) knew or ought reasonably to

know would perpetuate a fraud.

27.  On January 10, 2012, Sino issued a press release stating, among other things, that its
historical financial statements and related auditors reports should not be relied upon. Attached

hereto as Exhibit “Q” is a copy of Sino’s press release dated January 10, 2012,
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28.  As discussed further below, on March 30, 2012, Sino filed for protection from its
creditors under the CCAA4 and obtained a stay of proceedings against it, its subsidiaries and

directors and officers, including the Ontario Action.

29.  On May 9, 2012, Sino’s shares were delisted from the TSX. The delisting was imposed
due to Sino’s failure to meet the continued listing requirements of the TSX as a result of the
Insolvency Proceeding (discussed below), and for failure to file on a timely basis certain of its
interim financial statements and the audited financial statements for the year ended December
31, 2011. Sino has not filed audited financial statements for any period subsequent to 2010,
Ernst & Young resigned as Sino’s auditors effective April 4, 2012. No new auditors have been
appointed. Copies of Sino’s press releases announcing the resignation of Ernst & Young and the

delisting of Sino shares from the TSX are attached hereto as Exhibits “R” and “S.”

ACTIONS AGAINST ERNST & YOUNG RELATING TO SINO
30. On July 20, 2011, the Ontario Action was commenced under the Class Proceedings Act,

1992 (the “CPA”) against Sino, Emst & Young LLP and other defendants on behalf of persons
who had purchased Sino securities in the period from March 19, 2007 to June 2, 2011. In this
action, the Ontario Plaintiffs allege that Sino misstated its financial statements, overstated the
value of its assets, and concealed material information about its business and operations from
investors in its public filings. As a result, Sino’s securities allegedly traded at artificially inflated

prices for many years.

31.  Before commencing the Ontario Action, Class Counsel conducted an investigation into
the Muddy Waters allegations with the assistance of the Dacheng law firm, one of China’s
largest law firms (“Dacheng”). This firm retained Dacheng on the day after the Muddy Waters

report was issued. Class Counsel’s investigation into the Muddy Waters allegations has
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continued since that time, and has been aided not only by Dacheng, but also by Hong Kong-
based investigators specializing in financial fraud; two separate Toronto-based firms that
specialize in forensic accounting, generally accepted accounting principles and generally
accepted auditing standards; a lawyer qualified to practice in the Republic of Suriname, where
Sino purported to own, through an affiliate, certain timber assets; and a financial economist who

specializes in the measurement of damages in securities class actions.

32. On June 9, 2011, Siskinds Desmeules, a Quebec City law firm affiliated with Siskinds,
commenced a parallel proceeding against Sino, Emnst & Young LLP and certain other defendants
in the Quebec Superior Court. Class Counsel in Ontario and Quebec have been working together

in a coordinated manner in both of these proceedings.

33.  There were also two other proposed class proceedings commenced in Ontario relating to
Sino. Smith et al. v. Sino Forest Corporation et al., commenced on June 8, 2011 (the “Smith
Action”) and Northwest & Ethical Investments L.P. et al. v. Sino-Forest Corporation et. al.,
commenced on September 26, 2011 (the “Northwest Action”). Rochon Genova LLP acted for
the plaintiffs in the Smith Action, and Kim Orr LLP acted for the plaintiffs in the Northwest

Action,

34, A copy of the Statement of Claim issued in the Northwest Action is attached hereto as

Exhibit “T.”

35. In the Northwest Action, the plaintiffs sought a declaration that the misrepresentations
alleged were made by the defendants (including Emnst & Young) with knowledge, fraudulently,

recklessly or negligently. The Statement of Claim made specific allegations of fraud against
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each of the defendants (including Emst & Young) at paragraphs 226-228 and allegations of

knowing, reckless or willfully blind misrepresentations elsewhere.

36. In December 2011, there was a motion to determine which of the three actions in Ontario
should be permitted to proceed and which should be stayed. By order dated January 6, 2012,
attached hereto as Exhibit “U,” the Honourable Justice Perell granted carriage to the Ontario
Plaintiffs. His Honour stayed the Smith Action and the Northwest Action, and appointed Siskinds
LLP and Koskie Minsky LLP to prosecute the Ontario Action on behalf of the proposed class.
Following that decision, and pursuant to the Court’s order, David Grant was added as a proposed

representative plaintiff and the scope of the class was expanded to its current scope.

37.  On January 27, 2012, the Washington, DC-based law firm of Cohen Milstein Sellers &
Toll PLLC (“US Plaintiffs’ Counsel”) commenced a proposed class action against Sino, Ernst &
Young LLP, Emst & Young Global Limited and other defendants in the New York Supreme
Court (the “US Action”). The US Action was transferred from the New York state court to the

federal District Court for the Southern District of New York in March 2012,

38.  United States securities class actions procedure features a process by which the “lead
plaintiff” is selected. On October 18, 2012, US Plaintiffs’ Counsel issued the press release
required by that process. All parties that intended to seek lead plaintiff status were required to
move the U.S. Court within 60 days (by December 17, 2012). A review of the electronic
database indicates that David Leapard, IMF Finance SA and Myong Hyon Yoo, represented by
US Plaintiffs’ Counsel, moved for appointment as lead plaintiffs on December 17, 2012. No

other parties filed motions for appointment as lead plaintiffs by the December 17, 2012 deadline.
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39. By way of Order of the United States District Court Southern District of New York dated
January 4, 2013, David Leapard, IMF Finance SA and Myong Hyon Yoo were appointed as the
lead plaintiffs and US Plaintiffs’ Counsel as lead counsel to represent the interests of the

proposed class. The US action is presently ongoing, and asserts claims on behalf of a class of:

i) all persons or entities who, from March 19, 2007 through August 26, 2011 (the
“Class Period”) purchased the common stock of Sino-Forest on the Over-the-
Counter (“OTC”) market and who were damaged thereby; and ii) all persons or
entities who, during the Class Period, purchased debt securities issued by Sino-
Forest other than in Canada and who were damaged thereby.

40.  Class Counsel have had numerous interactions with US Plaintiffs’ Counsel concerning

developments in the Canadian and New York litigation.

41.  On April 18, 2012, the plaintiffs filed a Fresh as Amended Statement of Claim, a copy of
which is attached hereto and marked as Exhibit “V.” A Proposed Fresh as Amended Statement
of Claim was served on the defendants as part of the Ontario Plaintiffs’ motion record in support
of their motion seeking leave under Part XXIII.1 of the Securities Act (the “Leave Motion”).
Attached and marked as Exhibit “W” is a copy of the Proposed Fresh as Amended Statement of

Claim.

PLAINTIFFS’ MOTIONS FOR CERTIFICATION AND LEAVE
42.  In March and April 2012, the Ontario Plaintiffs brought (a) a motion for certification of

the Ontario Action as a class action under the CP4; and (b) a motion for leave to proceed with

statutory claims under Part XXIII.1 of the Ontario Securities Act (the “OSA4”).

43.  The Ontario Plaintiffs filed voluminous motion records in support of their motions,

comprising evidence from their investigations and expert reports. The motion records included:

(a) an affidavit of Steven Chandler, a former senior law enforcement official from

Hong Kong who was involved in investigating Sino in China;
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(b)  an affidavit of Alan Mak, an expert in forensic accounting;

(©) an affidavit of Dennis Deng, a lawyer qualified to practice in the People’s

Republic of China, and a partner in Dacheng law firm; and

(d) an affidavit of Carol-Ann Tjon-Pian-Gi, a lawyer qualified to practice in the

Republic of Suriname.

44,  Justice Perell set a schedule for the proceeding by way of Order dated March 26, 2012,
The defendants entered into a tolling agreement with the Ontario Plaintiffs and a separate tolling
agreement was entered into amongst the defendants to deal with any potential claims over or
third party claims. The tolling agreement between the defendants and the Ontario Plaintiffs was
made as of March 6, 2012, and suspended the running of time for the purpose of the proposed
Part XXIII.1 claims of the Ontario Plaintiffs and members of the putative class until February 28,
2013. Following the CCAA stay of proceedings, a second tolling agreement between these
parties was made as of May 8, 2012, wherein the parties agreed that the running of time for the
purpose of the proposed Part XXIII.1 claims of the Ontario Plaintiffs and members of the
putative class was to be suspended as of March 6, 2012 until the earlier of 12 months following
the lifting of the CCAA stay or February 1, 2014. This tolling agreement was a result of the

Ontario Plaintiffs agreeing to consent to the stay order.

45, The certification and leave motions were scheduled for November 21 to 30, 2012, Those

motions were not heard in November 2012 as a result of Sino’s insolvency.

SINO’S INSOLVENCY

46.  On March 30, 2012, Sino commenced the Insolvency Proceeding and obtained an order
for an interim stay of proceedings against the company, its subsidiaries and its directors and

officers. Pursuant to an order on May 8, 2012, the stay of proceedings was extended to all other
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defendants in the action, including Emst & Young. The Ontario Plaintiffs agreed not to oppose
this order on condition that (a) there was an order permitting a settlement approval hearing and
certification hearing relating to a settlement with the defendant P&yry (Beijing) Consulting
Company Limited (described below); and (b) the defendants execute the second tolling
agreement reflecting the delay caused by the Insolvency Proceeding. The stay of proceedings is

currently extended through to February 1, 2013.

47.  From the outset, it was apparent to counsel to the Ontario Plaintiffs that the Insolvency
Proceeding presented a material risk to the Ontario Plaintiffs. Namely that in order to effect a
restructuring that generated as much value as possible for Sino’s creditors, there could be a plan
of arrangement that had the effect of imposing an unfavourable settlement on the Ontario

Plaintiffs.

48.  Consequently, Class Counsel immediately entered into negotiations with other
stakeholders in the Insolvency Proceeding, and took a number of steps to vigorously represent
the interests of the purchasers of Sino’s securities. The following were among Class Counsel’s

main objectives:

(a) Reserving the Ontario Plaintiffs’ rights to object to various features of the
Insolvency Proceeding, so as to generate and/or preserve momentum for the

Ontario Plaintiffs’ claims and positions;

(b) Ensuring that a Claims Process was established that identified the universe of
stakeholders having an interest in the Insolvency Proceeding while ensuring the
recognition of the totality of the representative claim advanced by the Ontario
Plaintiffs;

(c) Establishing a process for the mediation in the Insolvency Proceeding through

which the positions of the various stakeholders would be defined; and
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(d)  Obtaining access to information that would permit Class Counsel to make

informed recommendations to the Ontario Plaintiffs and the court in connection

with the terms of any Plan,

49.  To further these objectives, Class Counsel took a number of steps in the Insolvency

Proceeding, including the following:

(a) Bringing or appearing in response to the following motions:

(i)

(ii)

(iii)

(iv)

)

(vi)
(vii)

(viii)

(ix)

March 30, 2012 - Attending at the initial application regarding CCAA
protection and sales process for Sino and its subsidiaries, including a stay

of proceedings against Sino, its subsidiaries and directors and officers;

April 13, 2012 - Attending at the Company’s motion regarding stay

extension;

April 20, 2012 - Bringing a motion regarding advice and direction on the

CCAA stay and its impact on the pending motions in the Ontario Action;

April 20, 2012 ~ Attending at the Company’s motion regarding expansion

of the powers of the Monitor;

May 8, 2012 — Attending and participating actively in the motion
regarding a third party stay;

May 8, 2012 - Bringing a motion regarding PSyry settlement leave;

May 14, 2012 - Attending and participating in a motion regarding Claims
Procedure Order, including granting of leave to the Ontario Plaintiffs to
file a Claim in respect of the substance of the matters set out in the Ontario
Action on behalf of the proposed Class and the same leave to the Quebec
Plaintiffs;

May 14, 2012 - Attending a motion brought by Contrarian, one of Sino’s

noteholders;

May 17, 2012 - Bringing a motion in the Ontario Action regarding a third-
party funding agreement;
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(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

(xix)

(xx)

(xxi)

(xxii)
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May 17, 2012 — Bringing a motion in the Ontario Action regarding Poyry

settlement approval,

May 31, 2012 - Attending at the Company’s motion regarding stay

extension;

June 26, 2012 — Attending at the Company’s motion regarding the status
of Shareholder Claims and Related Indemnity Claims under the CCAA4;

July 25, 2012 — Precipitating and attending at a motion regarding
mediation in the CCAA proceedings, which included an order that the

Ontario Plaintiffs were a party to the mediation;
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July 27, 2012 — Attending at the Company’s motion regarding the status of

Shareholder Claims and Related Indemnity Claims under the CCAA4;

July 30, 2012 - Bringing a motion regarding document production and a

data room;

August 31, 2012 — Attending at the Company’s motion regarding plan

filing and meeting Order;

August 31, 2012 - Attending at the Company’s motion regarding
adjournment of Ad Hoc Committee’s motion (regarding appointment of

Representative Plaintiff and leave to vote on Plan of Compromise);

September 28, 2012 — Attending at the Company’s motion regarding stay

extension;

October 9, 2012 — Attending and participating in the Company’s motion
regarding adjournment of the Ad Hoc Committee’s motion (regarding

lifting of the stay against the Third Parties);

October 9, 2012 — Attending at the Company’s motion regarding stay

extension,

October 28, 2012 — Bringing a motion to limit the scope of stay to exclude
to the Third Party Defendants and others;

October 29, 2012 — Attending at the Company’s motion regarding revised

noteholder noticing process;
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(xxiii)  November 13, 2012 — Attending an appeal regarding Equity Claims

decision; and

(xxiv)  November 23, 2012 - Attending at the Company’s motion regarding stay

extension;

(xxv)  December 7, 2012 - Attending and participating in the motion to sanction
the Plan;

(b)  almost from the inception of the Insolvency Proceeding, engaging in extensive
and protracted negotiations with the Ad Hoc Noteholder Group and with Sino

with respect to the terms of the Plan of Reorganization;

(c) bringing a motion early in the proceeding seeking various relief challenging the
framework of the Insolvency Proceeding, such as the appointment of a receiver
and providing for representation on behalf of the Class Members, and reserving

all rights with respect to those issues throughout the Insolvency Proceeding;

(d)  supporting a motion for an order increasing the powers of the Monitor to
administer Sino which took away powers from entrenched management and the
then-existing board, protecting the assets of the company for all stakeholders and

ensuring greater transparency and balance in the proceeding;

(e) negotiating the claims procedure in the Insolvency Proceeding and obtaining the
right to file a representative claim so as to protect the interests of the putative

Class;

® obtaining a data room of confidential non-public documents from Sino, which
related principally to the audits of Sino’s financial statements so as to permit the
Ontario Plaintiffs to negotiate with other stakeholders at the Mediation and

respond to any plan of arrangement in an informed manner;

(g)  examining all applicable insurance policies and indemnity agreements and

assessed the capacity to pay of various defendants, including Emst & Young;

(h)  compelling the attendance of Sino’s CEO at a cross-examination and testing his

evidence in the Insolvency Proceeding;
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(i) engaging in multiple formal and informal, group and individual mediation and
negotiation sessions with other stakeholders regarding the Class Members’
claims, including a court-ordered, 2-day Mediation in September presided over by

the Honourable Justice Newbould; and

)] bringing a motion, in response to the form of the restructuring plan initially filed
with the court, which the Ontario Plaintiffs deemed to be contrary to their
interests, challenging various features of the Plan, and seeking the right to vote on
the Plan, and expressly reserving all of the Ontario Plaintiffs’ rights in connection
with that motion pending the presentation of the plan for sanction by the court, to

ensure that the plan was in the best interests of the Class Members.

SETTLEMENT WITH POYRY (BEIJING)
50.  The Ontario Plaintiffs engaged in settlement discussions with P6yry (Beijing) Consulting

Company Limited (“P6yry (Beijing)”), a defendant in these proceedings, starting in January
2012. Following arm’s-length negotiations, the Ontario Plaintiffs entered into a settlement with
Poyry (Beijing) in March 2012. In connection with the motion for court approval of the Péyry
settlement agreement, a notice was disseminated in the form marked and attached hereto as
Exhibit “X.” No one, including any potential Class Member, objected to the settlement with

Poyry (Beijing) at the motion to approve the settlement.

51.  On September 25, 2012, this action was certified as a class proceeding as against Péyry
(Beijing) for the purposes of settlement and the Poyry settlement was approved between the
Class (as defined) and Poyry (Beijing). A copy of the certification and settlement approval order

is attached hereto as Exhibit “Y.”

52.  Notice of the certification and Pdyry settlement has been given in accordance with the
order of the Honourable Justice Perell, dated September 25, 2012. A copy of this notice is

marked and attached hereto as Exhibit “Z..”
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53.  The notice states that “IF YOU CHOOSE TO OPT OUT OF THE CLASS, YOU WILL
BE OPTING OUT OF THE ENTIRE PROCEEDING. THIS MEANS THAT YOU WILL BE
UNABLE TO PARTICIPATE IN ANY FUTURE SETTLEMENT OR JUDGEMENT
REACHED WITH OR AGAINST THE REMAINING DEFENDANTS.” [emphasis and caps in

original]. The opt-out deadline is January 15, 2013.

54.  As of this date, ] am advised by the administrators that only one retail investor who
purchased Sino shares during the period of March 19, 2007 through June 2, 2011 has validly
opted out. That person had purchased 700 Sino shares during that period and explained that he
opted out because he has closed his LIRA accounts and gave up rights to Scotiabank, and does
not wish to participate in the class action. There is one other retail investor (who did not submit
information of the number of shares owned) that submitted invalid documentation, and it is
possible that he or she purchased securities during the class period. This individual gave no

reason for the decision to opt-out.

SETTLEMENT APPROVAL
Negotiation Process

55.  The negotiations leading to the Ernst & Young Settlement were conducted on an

adversarial, arm’s-length basis.

56. On July 25, 2012, this Court ordered the various constituencies in the Insolvency

Proceeding to attend a mediation. A copy of that order is attached hereto as Exhibit “AA.”

57. On September 4 and 5, 2012, the Ontario Plaintiffs attended an all-parties mediation,
which included Emnst & Young. The mediation was conducted with the assistance of the
Honourable Justice Newbould, acting as mediator. Extensive mediation briefs were filed by all

parties. The briefs and the mediation itself set forth the positions of the parties, including Emst &
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Young and the plaintiffs. The mediation did not result in a settlement with any of the parties,

including Emst & Young, at that time.

58. It is Class Counsel’s opinion that, given the defendants’ negotiating stance at the
mediation, the Ontario Plaintiffs could not have negotiated a significant all-party settlement at

that mediation.

59. Following the mediation, settlement discussions continued with the defendants.
However, those settlement discussions did not come close to bridging the significant difference

between the positions of the parties.

60.  In mid-October 2012, the Ontario Plaintiffs began bilateral discussions with Ernst &
Young. Several offers were exchanged between the Ontario Plaintiffs and Ernst & Young over a

number of weeks. Those discussions did not result in a settlement at that time.

61, On October 18, 2012, the Honourable Justice Morawetz issued an endorsement
scheduling the Company’s motion to sanction the Plan for December 7 and 10, 2012. Attached
hereto as Exhibit “BB” is a copy of the Endorsement of the Honourable Justice Morawetz dated

October 18, 2012.

62.  The Ontario Plaintiffs brought a motion returnable October 28, 2012 to have the scope of
stay limited to exclude the Third Party Defendants, including Emst & Young, and certain other
parties. By way of Endorsement dated November 6, 2012, the Honourable Justice Morawetz
denied the relief sought by the Ontario Plaintiffs to allow the parties to focus on the Plan and the
CCAA proceedings. Justice Morawetz held that the motion could and should be re-evaluated

following the sanction hearing, and in any event no later than December 10, 2012. Attached
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hereto as Exhibit “CC” is copy of the Endorsement of the Honourable Justice Morawetz dated

November 6, 2012,

63. In late November Ernst & Young and the Ontario Plaintiffs agreed to further formal

mediation.

64, On November 27, 2012, Clifford Lax, Q.C. conducted a mediation between Emst &
Young and the Ontario Plaintiffs. The parties exchanged mediation briefs in advance of the
mediation which were, in the main, the briefs previously filed for the September mediation. At
the conclusion of the day, the parties had made progress, but a resolution had not been reached.
The parties reconvened the next day and did reach agreement on quantum, but continued to
aggressively negotiate other terms of the Minutes of Settlement until the early moming of
November 29. At 4 a.m. on November 29, the parties took a four-hour break, and then came
back to discuss the terms of the Minutes of Settlement which were finalized in the evening of

November 29. The discussions were protracted and challenging.

65.  The mediation session resulted in the Emst & Young Settlement, which conditions
include court approval of the Emst & Young Settlement, and the Emst & Young Release.
Following satisfaction of all conditions precedent as set out in the Minutes of Settlement, Ernst

& Young agreed to pay CAD$117,000,000.

66.  The Minutes of Settlement reflect that Ernst & Young would not have entered into the
settlement agreement with the Ontario Plaintiffs (and would not have offered the large
Settlement Amount) but for the CCAA proceedings. Paragraph 10 and Schedule B of the

Minutes of Settlement make it clear that the parties intend the settlement to be approved in the
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Sino CCAA proceedings and that it is conditional upon the full and final release of Emst &

Young by order of the CCAA court.

67. Paragraph 11 and Schedule B of the Minutes of Settlement make it clear that the
settlement is conditional upon obtaining orders in the CCAA proceedings and in the United States

Bankruptcy Court resolving all claims against Emst & Young in relation to Sino.

68.  The framework of the Ernst & Young Settlement, as contemplated by the Minutes of
Settlement, is contained in the Plan at Article 11.1, and includes the framework for the Emst &

Young Release.

69. A similar framework for Named Third Party Defendants, including the Underwriters and
BDO, is contained at Article 11.2 of the Plan. The Emst & Young Settlement was the template

for the framework for the Named Third Party Defendant settlement provisions.

70.  Article 11.2 in respect of Named Third Party Defendants provides the Ontario Plaintiffs
(and the Underwriters and BDO) with the ability to complete further settlements within the
context of the CCAA proceedings, subject to further court approval. Such settlements could have
the benefit of a full release for the Underwriters or BDO, if ordered by the Court, and would
likely result in those parties paying a premium for settlement to resolve all claims against them,

to the benefit of the Class.

71.  Emst & Young and the Ontario Plaintiffs supported the Plan on the basis of the inclusion
of the framework for the Ernst & Young Settlement and the Ernst & Young Release in the Plan.
Ernst & Young, as a creditor of Sino, voted in favour of the Plan. Ernst & Young and the

Ontario Plaintiffs supported the Plan at the sanction hearing.
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THE ONTARIO PLAINTIFFS SUPPORT THE SETTLEMENT

The Ontario Plaintiffs are:

72.

(@

(b)

(©)

(d

The trustees of the Labourers’ Pension Fund of Central and Eastern Canada
(“Labourers Fund”). The Labourers Fund is a multi-employer pension plan
providing benefits for employees working in the construction industry. The
trustees of the Labourers Fund manage more than $2.5 billion of assets. During
the period from March 19, 2007 to June 2, 2011 the Labourers Fund purchased
360,700 Sino common shares, Most of those shares were purchased in the
secondary market over the TSX. The Labourers Fund also purchased Sino
common shares pursuant to a prospectus that Sino issued during the Class Period.
As at the day before the issuance of the Muddy Waters report, the Labourers Fund
held a total of 128,700 Sino shares. The Labourers Fund is a long-standing client
of Koskie Minsky LLP;

The trustees of the International Union of Operating Engineers (“OE Fund”). The
OE Fund is a multi-employer pension plan providing pension benefits for
operating engineers in Ontario. The trustees of the OE Fund manage
approximately $1.5 billion of assets. The OE Fund purchased 465,130 Sino
common shares over the TSX during the Class Period, and held 436,300 such
shares at the day before the issuance of the Muddy Waters report. The OE Fund is
a long-standing client of Koskie Minsky LLP;

Sjunde AP-Fonden (“AP7”), the Swedish National Pension Fund. AP7 manages
billions of dollars in assets. AP7 purchased 139,398 common shares over the
TSX during the Class Period, and held all of those shares as at the day before the
issuance of the Muddy Waters report;

David Grant, an individual resident in Calgary, Alberta. During the Class Period,
he purchased 100 of the Sino 6.25% Guaranteed Senior Notes due 2017 pursuant
to an offering memorandum. Mr. Grant continued to hold these notes as at the

day before the issuance of the Muddy Waters report; and
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(¢)  Robert Wong, an individual residing in Kincardine, Ontario. Mr. Wong
purchased hundreds of thousands Sino shares from 2002 (when he first became a
Sino shareholder) through June 2011. During the Class Period, he purchased
896,400 Sino common shares in the secondary market over the TSX and 30,000
shares pursuant to a prospectus that Sino issued during the Class Period, for a
total of 926,400 shares. Mr. Wong continued to hold 518,700 Sino common
shares at the day before the issuance of the Muddy Waters report.

73. Collectively, the Ontario Plaintiffs owned 1,223,098 Sino common shares at the day
before the issuance of the Muddy Waters report, and those shares had a market value

immediately prior to the issuance of the Muddy Waters report of approximately $23.3 million.

74. 1 am advised by Jonathan Ptak of Koskie Minsky that the trustees of the Labourers Fund
and the OE Fund are extremely pleased with the settlement with Emst & Young and have
instructed Class Counsel to seek approval of the Ernst & Young Settlement. [ am advised by
Dimitri Lascaris that Robert Wong, David Grant and AP7 are also very pleased with the

settlement and have instructed Class Counsel to seek approval of the Ernst & Young Settlement.

75.  In addition, I am advised by Mr. Lascaris that the proposed settlement with Emst &
Young is supported by the institutions that were the two largest shareholders of Sino, namely,
New York-based Paulson & Co. Inc. (“Paulson”) and Arizona-based Davis Selected Advisers LP
(“Davis”). Paulson and Davis, respectively, owned approximately 14.1 % and 12.6% of Sino’s
outstanding common shares prior to the issuance of the Muddy Waters report, representing in

aggregate a market value of more than $1.1 billion,

76.  Class Counsel have been retained by Davis. Mr. Lascaris advises me that, since the
commencement of the class action, he has had numerous and extensive discussions with

responsible officials of both Davis and Paulson in regard to the progress generally of the class
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action and the Insolvency Proceeding, and in regard in particular to negotiations with Emst &

Young and the terms of and rationale for the settlement.

FACTORS CONSIDERED IN ASSESSING THE FAIRNESS AND REASONABLENESS OF
THE SETTLEMENT

Experience of Class Counsel

77.  Siskinds LLP and Koskie Minsky LLP both have extensive experience litigating and
resolving complex class action litigation similar to this case. In addition, Kessler Topaz Meltzer
and Check LLP, counsel to AP7, are one of the leading U.S. class action firms with particular

expertise in securities class actions.

78.  Siskinds acted for the plaintiffs in the first action certified as a class proceeding under the
CPA, Bendall v McGhan Medical Corp (1993), 14 OR (3d) 734 (Gen Div). Since that time,
Siskinds has been lead or co-lead counsel to the plaintiffs in well over 100 class proceedings and
has successfully resolved over 60 such proceedings, in areas such as securities, competition
(price-fixing), product liability (particularly with respect to pharmaceuticals and medical

products), the environment and consumer claims.

79.  To the date of this affidavit, Siskinds has had approximately 20 securities class actions
and 2 derivative proceeding settlements approved by courts, including most recently the
SunOpta, CV Technologies, Bear Lake Gold, PetroKazakhstan, Gildan Activewear, Canadian
Superior Energy, Redline Communications, Gammon Gold, and Arctic Glacier securities class

action settlements.

80.  Koskie Minsky has prosecuted class actions at all levels of court in Ontario as well as
before the Supreme Court of Canada, and has been responsible for shaping class actions law
through leading cases including Cloud v The Attorney General of Canada, Pearson v Inco Ltd,

Caputo v Imperial Tobacco, and Markson v MBNA Canada Bank. Koskie Minsky has
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prosecuted actions for securities fraud, pension fund and investment claims, intellectual property

violations, environmental damage and residential school abuse, among others.

81.  Koskie Minsky has acted for shareholders in securities class actions, including Lawrence

v Atlas Cold Storage Holdings Inc, Toevs v Yorkton, and Frohlinger v Nortel Networks Corp.

82.  Paliare Roland has appeared as counsel in many CCAA restructuring proceedings, and
has acted for a variety of stakeholders in those proceedings, including stakeholders acting in
representative capacities. Past engagements include, among others, advising and appearing on
behalf of a number of institutional and other investors including various dissident noteholders in
connection with the restructuring of Canada’s non-bank asset backed commercial paper market,
advising and appearing on behalf of the Superintendent of Financial Services in his capacity as
administrator of Ontario’s Pension Benefits Guarantee Fund in connection with the restructuring
of Nortel Networks Corporation and its global subsidiaries, advising and appearing on behalf of
the United Steelworkers in connection with the Stelco restructuring, as well as in connection
with the restructuring of a variety of other steel mills, pulp mills, and manufacturing facilities
across Ontario, and advising and appearing on behalf of the Air Line Pilots Association in
connection with the restructuring of Air Canada. Paliare Roland also appeared as counsel to the
committee of non-unionized Quebec employees in the restructuring of Fraser Papers, and, most

recently, as counsel to a committee of former employees in the Cinram restructuring,

83.  As of December 14, 2012, Class Counsel, together with Paliare Roland, in aggregate had
more than $5,701,546.50 in time and $950,205.51 in disbursements for a total of $6,651,752.01,

exclusive of applicable taxes.
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84.  As a result of Class Counsel’s involvement in other cases, we have gained considerable
experience in the settlement mechanics and imperatives, damages methodologies, and risks

associated with this type of litigation.

85.  Class Counsel recommend the approval of the Emnst & Young Settlement. In our view,
its terms, including the consideration available to the Class, are fair and reasonable in the
circumstances. The Ernst & Young Settlement delivers a substantial, immediate benefit to Class

Members on claims that faced significant risks.

86. I explain below our rationale for recommending to the Ontario Plaintiffs, and to this

Court, the compromise of the claims advanced against Ernst & Young in this action.

Information supporting settlement

87.  In assessing our clients’ position and the proposed settlement, we had access to and

considered the following sources of information:

(a) all of Sino’s public disclosure documents and other publicly available information

with respect to Sino;
(b)  the available trading data for Sino’s securities;

(¢)  non-public documents uploaded by Sino into the data-room established in the
Insolvency Proceeding for purposes of the global mediation, which included the
documents listed at Schedule “A” to the July 30, 2012 Order of Justice Morawetz,
which is marked and attached hereto as Exhibit “DD”;

(d)  Ernst & Young LLP’s responsive insurance policies;

(e) the input and opinions of our accounting experts, insolvency law experts, and

insurance coverage experts;
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® the input and opinion of Frank C. Torchio, the President of Forensic Economics,
Inc., who has consulted or given independent damage opinions in securities fraud

lawsuits for over 20 years.

(g)  the Statement of Allegations issued against Sino and certain officers and directors
by the OSC, dated May 22, 2012, marked and attached hereto as Exhibit “EE”;

(h)  the mediation briefs provided by the parties at the global mediation in September,
2012 and by Emst & Young LLP at the mediation in November, 2012; and

@) input from experienced U.S. securities counsel, Kessler Topaz Meltzer & Check,
LLP, and discussions with US Plaintiffs’ Counsel.

88. On December 3, 2012, after the Ontario Plaintiffs had entered into the Ernst & Young
Settlement and on the day of the creditors vote on the Plan, the OSC issued a Statement of
Allegations against Emst & Young relating to the matter of Sino, which is marked and attached
hereto as Exhibit “FF.” Although Class Counsel’s recommendation and the Ontario Plaintiffs’
approval of the Emst & Young Settlement were grounded on numerous factors, the OSC
Statement of Allegations against Ernst & Young provided further insight about the risks
associated with litigating the claims as against Ernst & Young going forward. As explained
below, the OSC Statement of Allegation has since become a further factor, alongside the other
documents listed above and the considerations explained below, for Class Counsel to now

recommend the approval of the Emst & Young Settlement.

89.  In our view, Class Counsel had more than adequate information available from which to
make an appropriate recommendation concerning the resolution of the claims as against Emst &

Young.

90. It has always been Class Counsel’s view that the claims against Emst & Young have

merit. However, a number of factors in this case presented a significant risk to the ultimate
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success and recovery from Emst & Young. These risks weighed in favour of settlement with
Emst & Young. Itis Class Counsel’s view that this Ernst & Young Settlement (and the Emst &
Young Release) are fair and reasonable and in the best interests of the Class. Class Counsel’s
assessment of the Emst & Young Settlement and our recommendation of it rest primarily on the

following factors, in addition to the general risks of proceeding with complex litigation.

Recoverable damages could be far lower than actual damages

91.  The Class asserts the following causes of action as against Emst & Young:

(a) statutory liability in respect of primary market share purchaser claims pursuant to
s 130 of the OS4;

(b)  statutory liability in respect of secondary market share purchaser and note

purchaser claims pursuant to Part XXIII.1 of the OS4; and

(¢)  common law claims for negligent misrepresentation, negligence simpliciter and

knowing or willfully blind misrepresentation for all purchasers of Sino securities.

92.  These claims, if entirely successful, could result in an award for significant damages
against all defendants. [ have reviewed various expert reports by Mr. Torchio regarding damages
in this action. Mr. Torchio is the President of Forensic Economics, Inc., and has consulted or

given independent opinions in securities fraud lawsuits for over 20 years.

93.  We were guided by the advice Mr. Torchio, but were also cognizant that it is common for
defendants to produce opinions which make different assumptions and put forth lower damages
figures. Indeed, in the course of settlement discussions in this case, Emst & Young and other

defendants insisted that far more conservative damages figures would be appropriate.
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94, It is also important to recognize that Mr. Torchio opines on the total estimated damages.
His opinions are based in large part on trading models and various assumptions, the results of

which could vary from the actual trading patterns of the Class Members.

95.  The damages alleged are for all losses suffered, including those attributable to Sino and
the defendant directors and officers. Following the CCAA4 Proceedings, only the assets of certain
of the defendants (Chan, Poon and Horsley) and the Director and Officer insurance proceeds
following major draw-downs and hold-backs, are available to the Ontario Plaintiffs in respect of

those claims.

96.  Further, as part of the Plan, the Ontario Plaintiffs negotiated a cap of CAD$150,000,000
for claims by noteholders in the various class actions indemnifiable by the Company, including
claims by the Third Party Defendants, including Emst & Young, for indemnification in respect
of any noteholder claims against them (the “Noteholder Class Action Cap”). The Company
admitted all claims for indemnification of the Third Party Defendants, including Emst & Young,
for the purposes of the Noteholder Class Action Cap. Ermnst & Young waived all distribution to it
under the Plan in return for the inclusion of Article 11.1 in the Plan. Therefore, the maximum
that may be recovered by all noteholders with regard to indemnifiable claims in all of the class

actions against all defendants in the aggregate is CAD$150,000,000.

97.  Moreover, the actual damages to be paid may only be for claims filed. For a variety of
reasons, less than 100% of the Class Members generally file claims. Although claim rates vary
from case to case, it is never the case in a matter of this nature that all Class Members file claims.
Therefore actual payable damages could be some portion Mr. Torchio’s figures if the matter
proceeded to trial and the defendants succeeded in establishing that damages should be based

only on claims filed.
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98.  Finally, and most significantly, irrespective of the scale of actual damages, the legal
impediments to recovery for the claims against Emst & Young weigh strongly in our
recommendation of the Ernst & Young Settlement. In essence, while the damages alleged are in
the billions of dollars, recovery against Emst & Young may be less than the Settlement Amount

if certain of Ernst & Young’s defences and arguments are successful at trial.

Statutory claims on behalf of primary market share and note purchasers

99.  The Ontario Action advances claims against Ernst & Young under s 130 of the OS4.
Although no Statements of Defence have been delivered in the Ontario Action, the Ontario
Plaintiffs understand that Ernst & Young denies that: (i) its auditors’ reports contain the
misrepresentation alleged; (ii) Sino’s financial statements on which Ernst & Young opined were

not GAAP-compliant; and (iii) Ernst & Young’s audit work was not GAAS-compliant.

100. The Ontario Plaintiffs would be put to the proof that the auditors’ reports contained the
misrepresentations alleged. The Ontario Plaintiffs also understand that Emst & Young asserts a
due diligence defence under ss130(3) and (4) of the OSA. The Ontario Plaintiffs also understand
that Ernst & Young takes issue with the damages calculations by Mr. Torchio. The damages for

these claims are limited in the aggregate to approximately $77.8 million.

101. However, recovery from Ernst & Young could be smaller. It is very likely that if Ernst &
Young is found liable, responsibility would also be borne by Sino, its officers and directors,
BDO Limited, and, notably, the Underwriters. Although liability under section 138 of the 0S4
is joint and several, Ernst & Young would be able to claim contribution from the other co-
defendants found responsible for the misconduct. Emst & Young waives this right to
contribution as part of the Ernst & Young Settlement. The Settlement Fund provides certainty of

the amount to be paid by Emst & Young to the Class.
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102. It should be noted that the Ontario Action advances claims pursuant to s 130.1 of the OS4
against Sino for misrepresentations in the offering memoranda that Sino issued during the Class
Period. However, the OSA4 does not provide for a statutory right of action relating to the offering
memoranda in respect of any other defendant, including Ernst & Young, a fact that Class

Counsel have taken into account in recommending the Ernst & Young Settlement.

Common law claims: auditors’ duty and standard of care

103. The Ontario Action has asserted common law claims on behalf of secondary market share
purchasers against Ernst & Young for negligent misrepresentation, negligence simpliciter and

knowing or willfully blind misrepresentation.

104. As stated above, the Ontario Plaintiffs understand that Ernst & Young denies these

claims.

105. A significant hurdle faced by the Class in asserting these claims is establishing that Ernst
& Young, as auditor of Sino’s financial statements, owed a duty of care to the Class. The
Supreme Court of Canada held in Hercules® that the auditor in that case owed no duty of care to
the shareholders of a corporation that it had audited. While Class Counsel believe that Hercules
is distinguishable, a significant risk exists that a court would rely on the reasoning in Hercules
and find that Emnst & Young did not owe a duty of care to the Class, thereby defeating the

common law claims based on negligence against Ernst & Young.

106. Moreover, even if the Class is able to establish that Ernst & Young owed a duty of care to
shareholders, there remains the possibility that we will be unable to prove that Emst & Young

breached the standard of care. Within the settlement context and on a privileged basis, Ermnst &

2 Hercules Managements Ltd v Ernst & Young, [1997] 2 SCR 165 (“Hercules™).
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Young has provided Class Counsel with the opinion of an auditing expert, who opines that Ernst
& Young complied with Generally Accepted Auditing Standards (“GAAS”) and was not
negligent in the preparation of its 2010 audit report (Ernst & Young’s counsel have advised us
that, as of the date hereof, it expects to receive similar opinions with respect to audit reports for

prior years, if necessary).

107. We anticipate that Emst & Young will argue that it was itself the victim of a fraud by
Sino’s management, and appropriately relied on other experts during the conduct of its audits,
including a major Chinese law firm, and the valuation reports of P&yry (Beijing) and its affiliate
entities. In its Statement of Allegations against Sino and certain of its former senior officers,
staff of the OSC allege that Sino’s auditors, including Emst & Young, were not made aware of

Sino’s alleged falsified contracts.

108. Emst & Young could also argue, and a court could find, that a negligence claim requires
a showing of reliance by each individual class member. Depending on the process a court
adopts, this may require active participation by Class Members in the litigation. The need to
actively participate, and to prove reliance, is likely to reduce the total judgment ultimately
rendered against Ernst & Young in this class proceeding and increase the length, complexity and

cost of the proceedings.

109. Finally, to the extent proof of individual reliance is required as an element of these
common law claims, it was by no means certain that a court would grant class certification in
respect of these claims. Recent authority has been divided on this issue, and without doubt the

certification order would be appealed by the losing party.
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Part XXIII.1 liability limits

110. The Class asserts statutory secondary market misrepresentation claims against Ernst &

Young under Part XXIII.1 of the OS4. The Ontario Plaintiffs understand that Erst & Young
denies these claims. The Ontario Plaintiffs understand that Ernst & Young asserts a reasonable
investigation defence pursuant to s 138.4(6) of the OSA. The Ontario Plaintiffs also understand
that Ernst & Young takes issue with the quantification of damages. Further, the Ontario
Plaintiffs understand that it is Emst & Young’s position that s 138.7(1) of the OSA4 could limit
recoverable damages to the fees that Ernst & Young earned while auditing Sino, being in the
range of $4-$8.5 million. In other words, even though the damages of these secondary market
purchasers is over $3 billion, the 0S4 could restrict recovery for the Part XXIII.1 claims to a

relatively tiny amount.

111.  The only exception to this potentially paltry recovery would be for the Ontario Plaintiffs
to prove that Ernst & Young knowingly made the alleged misrepresentations. This could be a
challenging standard to meet, one which Emst & Young denies and which Ernst & Young asserts

requires proof of fraud.

112.  Class Counsel’s view that establishing knowledge will be challenging is bolstered by the
recent Statement of Allegations against Emst & Young released by the OSC, more than 15
months after the cease-trade order. The OSC’s Statement of Allegations does not include any

allegations that amount to knowledge of or recklessness with regards to a representation.

Claims on behalf of purchasers of notes
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113.  The Ontario Action also advances common law claims against Emnst & Young on behalf
of note purchasers (debt securities purchased pursuant to an offering memorandum).® Class
Counsel are mindful that there are challenges to the prosecution of these claims in the

circumstance of this case.

114, Recovery on behalf of noteholders in the class actions is limited, with respect to
indemnifiable claims, by virtue of the Plan to a total of CAD$150,000,000, for both primary and

secondary market purchasers, and as against all defendants.

115. Certification of the common law claims relating to Sino notes remains subject to certain
risks, including those described above in respect of common law claims on behalf of
shareholders. These claims are also subject to a number of unique defenses. For example, the
trust indentures governing Sino notes restrict the right of individual noteholders to assert claims
in relation to their notes. As such, the Ontario Plaintiffs understand that Emst & Young may
assert that anyone who is not a current noteholder, even if they sold their notes only recently, has
no right of action. The defendants assert that those former notecholders transferred all of their
rights in the notes, including any right to sue for misrepresentations. Further, to allow the
common law claims may violate the rule against double proof; the claimants cannot sue both for

trading losses and under the note covenants.

116. Emst & Young has also raised the argument that the current noteholders have chosen to
recover from Sino’s assets pursuant to the CCAA Plan of Arrangement, and that any other

remedy would amount to double recovery.

3 As noted, the OSA does not provide for a statutory right of action against Ernst & Young in
relation to the alleged misrepresentations in the offering memoranda by way of which the notes
were distributed.
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117. In assessing the noteholders’ common law claims in the context of the settlement, Class

Counsel have been cognizant of such risks and uncertainties.

Ernst & Young LLP’s Insurance

118. Taking into account the available insurance and annual revenues of the firm, it is the view
of plaintiffs’ counsel that the amount of damages estimated by the plaintiffs’ expert would not

reasonably be recoverable against an organization such as Emst & Young LLP.

Other Auditor Settlements in Securities Class Actions
119.  Attached as Exhibit “GG” is a list titled “Top 50 Accounting Malpractice Settlements”

prepared by Audit Analytics, an independent research provider focused on the accounting,

insurance, regulatory, legal and investment communities.

120. Based on our assessment of the Audit Analytics document and other information

available in the public domain, the Settlement Amount would represent the largest securities

class action settlement paid by defendants involving a Canadian issuer, the shares of which were

not listed on a U.S. stock exchange. Before this settlement, the largest such settlement was in the
YBM Magnex case where the defendants collectively paid $85 million to settle the action, which

claimed $875 million in damages, on a global basis.

121. Based on our assessment of the Audit Analytics document and other information
available in the public domain, the Settlement Amount would also be the largest settlement paid
by a Canadian auditing firm in a securities class action lawsuit. Previously, the largest recovery
to shareholders by a Canadian auditing firm was a US$50.5 million settlement paid by the

Canadian branch of Deloitte & Touche in /n Re Philip Services Corp Securities Litigation.
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122. Based on our assessment of the Audit Analytics document and other information
available in the public domain, the Settlement Amount ranks as the fifth largest settlement paid

by an auditing firm worldwide in a securities class action.

123.  The other class action settlements were: i) the $335 million payment to Cendant
shareholders in December 1999; ii) the $225 million payment to Tyco shareholders in November
2007; iii) the $210 million payment to Adelphia shareholders in August 2007; and iv) the $125

million payment to Rite Aid shareholders in March 2003.

124.  The remaining settlements on the Audit Analytics list that rank above the Emst & Young
settlement relate to payments made by auditing firms to government regulators or the auditors’

clients, or relate to non-securities litigation.

CONCLUSION

125. In light of all of the above considerations, it is Class Counsel’s opinion that the Ernst &
Young Settlement and Settlement Amount are fair and reasonable to the Class. Class Counsel

have no hesitation in recommending to the Court that it approve this settlement.
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