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NOTICE OF MOTION 
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001 



The Ad Hoc Purchasers of the Applicant's Securities, including the plaintiffs in the action 

commenced against Sino-Forest Corporation 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), will make a motion to the Honourable Regional Senior Chief Justice 

Morawetz on May 11, 2015, at 10:00 a.m., at 330 University Avenue, 8th 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: 

(a) an order, if necessary, validating and abridging the time for service and filing of this 

motion and motion record, and dispensing with any further service thereof; 

(b) an order declaring that the dealers settlement is fair and reasonable in all the 

circumstances and for the purposes of approval under the Class Proceedings Act, 1992 

and the Companies' Creditors Arrangement Act; 

( c) an order approving the dealers settlement and the dealers release for all purposes and 

implementing them in accordance with their terms; 

(d) an order requesting the recognition of the courts and other bodies in Canada or the United 

States to give effect to the order; 

(e) an order approving the proposed Claims and Distribution Protocol, attached hereto as 

Schedule "A"; and 

(f) such further and other relief as counsel may request and this Honourable Court may deem 

just. 
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THE GROUNDS FOR THE MOTION ARE: 

Background 

(a) On July 20, 2011, this action was commenced against 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) (the "Dealers") and other defendants in Ontario under the Class 

Proceedings Act, 1992. 

(b) there were also class actions commenced in Quebec, Saskatchewan and New York in 

respect of Sino-Forest and other defendants. 

(c) the Ontario action and the Quebec action advance claims against the Dealers; 

(d) the New York Action only advanced claims against Credit Suisse Securities (USA) LLC 

and Merrill Lynch, Pierce, Fenner & Smith Incorporated (successor by merger to Banc of 

America Securities LLC); 

(e) Siskinds Desmeules is counsel in the Quebec action and Cohen Milstein Sellers & Toll 

PLLC is counsel in the New York action; 

(f) all of the class actions arose following allegations against Sino-Forest by a research 

analyst and short-seller, Muddy Waters, which were made on June 2, 2011; 

(g) following these allegations, Sino-Forest began a steep financial decline; 
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(h) by March 2012, Sino-Forest was insolvent and sought protection from its creditors under 

the Companies Creditors' Arrangement Act (the "CCAA"); 

(i) This Honourable Court approved Sino-Forest's Plan of Compromise and Reorganization 

(the "Plan") containing the framework and providing for the implementation of a Named 

Third Party Defendant Settlement and a Named Third Party Defendant Release pursuant 

to section 11.2 of the Plan; 

G) The Dealers are a Named Third Party Defendant pursuant to section 11.2 of the Plan; 

(k) A court-ordered mediation amongst certain parties to the Ontario Class Action proceeded 

in September 2012 but did not result in a settlement at that time; 

(1) The Class Action Plaintiffs and the Dealers continued settlement discussions; 

(m)The Class Action Plaintiffs and the Dealers have reached an agreement and subsequently 

entered into Minutes of Settlement in order to resolve claims against the Dealers relating 

to Sino-Forest, its affiliates and subsidiaries; 

(n) The Dealers settlement provides that the Dealers shall pay $32.5 million (the "Class 

Settlement Fund") in exchange for, among other things, a comprehensive release of 

claims against the Dealers in respect of Sino-Forest; 

(o) The Dealers settlement is an excellent settlement and is fair, reasonable and in the best 

interests of securities claimants, particularly in light of the inherent risks, costs and delay 

associated with continued litigation; 

(p) The Dealers settlement is fair and reasonable in all of the circumstances of the CCAA 

Proceedings; 
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(q) The Class Action Plaintiffs support the approval of the Dealers settlement; 

(r) The mediator, the Honourable Justice Goudge, a retired judge of the Ontario Court of 

Appeal, confirmed that in his view, the settlement is fair, reasonable and in the best 

interests of the securities claimants; 

(s) Class counsel recommends the approval of the Dealers settlement; 

(t) The Litigation Trustee has admitted that it has no claim against the Dealers; 

(u) There is no basis in law for the Litigation Trust to withhold its consent to permit the 

Dealers to obtain the Named Third Party Defendant Release; 

(v) Such consent cannot be withheld unreasonably; 

(w) The proposed Claims and Distribution Protocol fairly allocates the Class Settlement Fund 

among securities claimants; 

(x) The proposed Claims and Distribution Protocol provides that primary market claimants 

will receive compensation based on (a) the amount of their losses attributable to the 

alleged misrepresentations; (b) the strength of their claims against the Dealers; and ( c) the 

total amount of all claims made against the Class Settlement Fund; 

(y) The proposed Claims and Distribution Protocol is recommended by experienced and 

competent counsel, and is supported by the plaintiffs in the Ontario, Quebec, and US 

Class Actions, with the exception of Robert Wong, who has an objection regarding late 

claims. 

(z) Companies Creditors' Arrangement Act, R.S.C. 1985, c. C-36; 
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(aa) Class Proceedings Act, 1992, S.O. 1992, c. 6; 

(bb) Courts of Justice Act, R.S.O. 1990, c. C.43; and 

(cc) Such further and other grounds as this Honourable Court may permit. 

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the 

motion: 

(a) the affidavits of Charles Wright sworn April 13, 2015 (in respect of settlement approval) 

and April 13, 2015 (in respect of fee approval); 

(b) the affidavit of Justice Stephen Goudge, retired judge of the Ontario court of Appeal, who 

acted as mediator in this settlement sworn April I, 2015; and 

(c) the affidavit of Garth Myers sworn April 8, 2015; and 

(d) such further and other material as counsel may advise and this Honourable Court may 

permit. 

April 13, 2015 KOSKIE MINSKY LLP 
20 Queen Street West, Suite 900 
Toronto, ON M5H 3R3 
Kirk Baert 
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(Filed in respect of the motion for settlement and plan of allocation and distribution 
approval) 

(Sworn April 13, 2015) 

I, CHARLES M. WRIGHT, of the City of London, m 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 "Class Plaintiffs") in the above-captioned class 

proceeding (the "Ontario Action"). 

2. For the purposes of the above-captioned proceeding under the CCAA (the "CCAA 

Proceedings"), Paliare Roland Rosenberg Rothstein LLP ("Paliare Roland") acts together with 

Class Counsel to represent the Ad Hoc Committee of Purchasers of the Applicant's Securities, 

including the Class Plaintiffs (together, the "Ontario Plaintiffs"). 

3. Siskinds Desmeules, sencrl, ("Desmeules") an affiliate of Siskinds LLP, is counsel to the 

plaintiffs in a parallel 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 (the "Quebec 

Action"). 

4. Cohen Milstein Sellers & Toll PLLC ("Cohen Milstein") is counsel to the plaintiffs in a 

parallel class proceeding in the District Court of the Southern District of New York (the "US 

Plaintiffs") styled as David Leapard, et al v Allen TY Chan, et al, Case Number 1:12-cv-01726 

(AT) (the "US Action"). 
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5. 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 believe such information to be true. 

A. NATURE OF THIS MOTION 

6. The Ontario Plaintiffs, the US Plaintiffs, and 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) (the "Dealers") 

have entered into Minutes of Settlement in order to resolve all causes of action, claims and/or 

demands, on all counts howsoever arising and in all jurisdictions, made against the Dealers, 

including the Class Actions (as defined in Sino-Forest's Plan of Compromise and Reorganization 

(the "Plan") (the "Dealers Settlement"). The Dealers Settlement is marked and attached hereto as 

Exhibit "A". Appended as Schedule "A" to the Dealers Settlement is the form of a draft 

settlement approval order (the "Settlement Order") that was agreed to by the parties and will be 

sought for approval of the Dealers Settlement. Unless otherwise defined or the context requires 

otherwise, all capitalized terms in this affidavit have the meanings attributed to them in the 

Settlement Order. 

7. The Ontario Plaintiffs and the US Plaintiffs are also seeking approval of a Claims and 

Distribution Protocol and approval of Class Counsel fees in respect of the Dealers Settlement. 

8. I affirm this affidavit in support of the motion brought by the Ontario Plaintiffs for 

approval of the Dealers Settlement and the Claims and Distribution Protocol and approval of 
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Class Counsel fees. An additional affidavit has also been filed in respect of approval of Class 

Counsel fees. 

B. OVERVIEW OF THE SETTLEMENT 

(i) The Dealers' Roles with Sino-Forest 

9. From the commencement of this action, the allegations, claims, and the very basis for the 

case against the Dealers, was has been and remains fundamentally distinct in fact and law from 

the case against Sino-Forest, its officers and directors, and its auditors. The Dealers were various 

financial institutions that served as underwriters in one or more of Sino-Forest's public offerings 

of shares and notes during the class period. The Dealers can be broken down into two (2) groups: 

(a) Credit Suisse Securities (Canada), Inc. ("Credit Suisse"), TD Securities Inc. 
("TD"), Dundee Securities Corporation ("Dundee"), RBC Dominion Securities 
Inc. ("RBC"), Scotia Capital Inc. ("Scotia"), CIBC World Markets Inc. 
("CIBC"), Merrill Lynch Canada Inc. ("Merrill"), Canaccord Financial Ltd. 
("Cannacord"), and Maison Placements Canada Inc. ("Maison") served as 
underwriters in one or more of Sino-Forest's public offerings of shares during the 
class period (collectively, the "Share Underwriters"); and 

(b) TD, Credit Suisse Securities (USA) LLC ("Credit Suisse USA"), and Merrill 
Lynch Pierce, Fenner & Smith Incorporated (successor by merger to Banc of 
America Securities LLC) ("Banc of America") served as initial purchasers in one 
or more of Sino-Forest's public offerings of notes during the Class Period 
(collectively, the "Initial Note Purchasers"). 

10. During the Class Period, Sino-Forest raised money pursuant to seven offerings of 

securities (collectively, the "Offerings"): 

Note Offerings 

(a) an offering of notes due 2013 in July 2008 (the "July 2008 Note Offering") 
pursuant to an Offering Memorandum dated July 17, 2008 (the July 2008 
Offering Memorandum"). Banc of America and Credit Suisse USA acted as 
initial purchasers of the July 2008 Note Offering; 

(b) an offer to exchange Sino-Forest's Guaranteed Senior Notes due 2011 for new 
notes in June 2009 (the "June 2009 Note Offering") offered pursuant to an 
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Exchange Offer Memorandum dated June 24, 2009 (the "July 2009 Offering 
Memorandum"). Credit Suisse USA acted as initial purchaser for the June 2009 
Note Offering; 

(c) an offering of notes due 2016 in December 2009 (the "December 2009 Note 
Offering") pursuant to a Final Offering Memorandum, dated December 10, 2009 
(the "December 2009 Offering Memorandum"). Banc of America, Credit Suisse 
USA, and TD acted as initial purchasers for the December 2009 Note Offering; 
and 

(d) an offering of notes due 2017 in October 2010 (the "October 2010 Note 
Offering") pursuant to a Final Offering Memorandum dated October 14, 2010 
(the "October 2010 Offering Memorandum"). Banc of America and Credit Suisse 
USA acted as initial purchasers for the October 20 I 0 Note Offering. 

Share Offerings 

(e) an offering of shares in June 2007 (the "June 2007 Share Offering") pursuant to a 
Short Form Prospectus, dated June 5, 2007 (the "June 2007 Prospectus"). 
Dundee, CIBC, Merrill, and Credit Suisse acted as underwriters in the June 2007 
Share Offering; 

(f) an offering of shares in June 2009 (the "June 2009 Share Offering") pursuant to a 
Final Short Form Prospectus, dated June I, 2009 (the "June 2009 Prospectus"). 
Dundee, Merrill, Credit Suisse, Scotia, and TD acted as underwriters in the June 
2009 Share Offering; and 

(g) an offering of shares in December 2009 (the December 2009 Share Offering") 
pursuant to a Final Short Form Prospectus, dated December 10, 2009 (the 
"December 2009 Prospectus"). Dundee, Merrill, Credit Suisse, Scotia, CIBC, 
RBC, Maison, Canaccord, and TD acted as underwriters in the December 2009 
Share Offering. 

(together, the "Offerings") 

C. BACKGROUND OF THE ACTION 

11. On June 2, 2011, Muddy Waters Research ("Muddy Waters") released a research report 

alleging fraud against Sino-Forest and alleging that it "massively exaggerates its assets." The 

release of this report was immediately followed by a dramatic decline in Sino-Forest's share 

price. 



- 6 -

12. On June 1, 2011, the day prior to the publication of the Muddy Waters report, Sino

Forest's common shares closed at $18.21. After the Muddy Waters report became public, Sino

Forest 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-Forest's shares fell to a close of $5.23 (a decline of 

71.3% from June 1). 

13. Sino-Forest'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. 

14. On August 26, 2011, the Ontario Securities Commission (the "OSC") issued a temporary 

cease-trade order in respect of Sino's securities, and staff of the Ontario Securities Commission 

commenced proceedings against Sino-Forest and certain of its officers and directors and Ernst & 

Young. Staff of the OSC did not commence proceedings against any of the Dealers. The OSC 

enforcement proceedings against Ernst & Young were settled pursuant to a no-contest settlement 

whereby Ernst & Young neither admitted nor denied the OSC's allegations. Pursuant to the OSC 

settlement, Ernst & Young agreed to pay $8 million in respect of allegations relating to both 

Sino-Forest and another issuer, Zungui Haixi. 

15. On January 10, 2012, Sino-Forest issued a press release stating, among other things, that 

its historical financial statements and related auditors reports should not be relied upon. 

(a 2 3 
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16. On March 30, 2012, Sino-Forest filed for protection from its creditors under the CCAA 

and obtained a stay of proceedings against it, its subsidiaries and directors and officers, including 

the Ontario Action. 

17. On May 9, 2012, Sino-Forest's shares were delisted from the TSX. Ernst & Young 

resigned as Sino-Forest's auditors effective April 4, 2012. No new auditors were appointed. 

D. CLASS ACTIONS AGAINST THE DEALERS RELATING TO SINO-FOREST 

18. On July 20, 2011, the Ontario Action was commenced under the Class Proceedings Act, 

1992 (the "CPA") against Sino-Forest, the Dealers, and other defendants on behalf of persons 

that had purchased Sino-Forest securities in the period from March 19, 2007 to June 2, 2011 (the 

"Class Period"). The plaintiffs allege that Sino-Forest 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. With respect to the Dealers, the plaintiffs allege in 

summary, that the Dealers failed to conduct a reasonable investigation into Sino-Forest in 

connection with any of the offerings of Sino-Forest's securities. The Dealers assert that they 

were duly diligent. As a result, Sino-Forest's securities allegedly traded at artificially inflated 

prices for many years. 

19. Before commencing the Ontario Action and since that time, Class Counsel has conducted 

an extensive investigation into the Muddy Waters allegations and the affairs of Sino-Forest, the 

Dealers, and the other defendants with the assistance of: 

(a) the Dacheng law firm, one of China's largest law firms ("Dacheng"), who was 
retained on the day after the Muddy Waters report was issued; 

(b) a Hong-Kong based investigator specializing in financial fraud; 
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( c) two separate Toronto-based firms that specialize in forensic accounting, 
generally accepted accounting principles and generally accepted auditing 
standards; 

(d) a lawyer qualified to practice in the Republic of Suriname, where Sino-Forest 
purported to own, through an affiliate, certain timber assets; 

( e) a financial economist who specializes in the treatment of damages in securities 
class actions; and 

( f) a consultant specializing in regulation of the investment industry. 

20. Class Counsel has been working with Desmeules and Cohen Milstein in a coordinated 

manner: 

(a) on June 9, 2011, Desmeules, a Quebec city law firm affiliated with Siskinds, 
commenced the Quebec Action against Sino-Forest, and certain other defendants 
in the Quebec Superior Court. The Dealers are no longer defendants in the 
Quebec Action; and 

(b) on January 27, 2012, the Washington, DC-based law firm of Cohen Milstein 
commenced the US Action against Sino-Forest, Banc of America, Credit Suisse 
(USA), and other defendants in the New York Supreme Court. 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. 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 Hyoon Yoo were appointed 
as the lead plaintiffs and Cohen Milstein as lead counsel to represent the interests 
of the proposed class. 

21. In Ontario, there were also two other proposed class proceedings commenced relating to 

Sino-Forest: Smith et al. v. Sino-Forest Corporation et al., commenced on June 8, 2011, and 

Northwest & Ethical Investments L.P. et al. v. Sino-Forest Corporation et. al., commenced on 

September 26, 2011. Smith et al. v. Sino-Forest Corporation et al. did not make any claims 

against Credit Suisse Securities (USA) LLC or Merrill Lynch, Pierce, Fenner & Smith 

Incorporated (successor by merger to Banc of America Securities LLC), the two primary Initial 

Note Purchasers. 
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22. In December 201 l, 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, the 

Honourable Justice Perell granted carriage to the Ontario Plaintiffs. 

23. In February 2015, the Class Plaintiffs filed the Second Fresh as Amended Statement of 

Claim. The Second Fresh as Amended Statement of Claim was served on the Dealers in May 

2013, and the Ontario Plaintiffs subsequently brought a motion for leave to file the amended 

pleading. The Second Fresh as Amended Statement of Claim included amendments containing 

additional claims and allegations against the Initial Note Purchasers, including breaches of US 

federal law and New York State common law, and allegations that the purported private Note 

Offerings were public offerings. In addition, Davis New York Venture Fund, Inc. and Davis 

Selected Advisers L.P. were added as proposed representative plaintiffs. These two proposed 

representative plaintiffs were added in order to bolster the claim against the Initial Note 

Purchasers because they purchased Sino-Forest notes in the primary market. Attached and 

marked as Exhibit "B" is a copy of the Second Fresh as Amended Statement of Claim. 

E. PLAINTIFFS' MOTIONS FOR CERTIFICATION AND LEA VE 

24. In March and April 2012, the Class Plaintiffs brought (a) a motion for certification of the 

Ontario Action as a class action under the CPA; and (b) a motion for leave to proceed with 

statutory claims under Part XXIII.l of the OSA. The Class 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 senior law enforcement official from Hong 
Kong who was involved in investigating Sino in China; 
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(b) 6 affidavits of Alan Mak, an expert in forensic accounting; 

(c) an affidavit of Dennis Deng, a lawyer qualified to practice in the People's 
Republic of China, and a partner in the Dacheng law firm; 

(d) an affidavit of Carol-Ann Tjon-Pian-Gi, a lawyer qualified to practice in the 
Republic of Suriname; 

( e) 4 affidavits of Adam Pritchard, an expert in US securities law; and 

(t) 3 affidavits of Patrick Borchers, an expert in New York State law. 

25. A settlement in principle was reached between the Ontario Plaintiffs and the Dealers 

shortly before the hearing of the motions for certification and leave. The certification and leave 

motions were heard on January 15, 2015. Certification was adjourned as against the Dealers. 

Leave and certification were granted by Justice Perell as against the remaining defendants. 

F. SINO-FOREST'S INSOLVENCY 

26. On March 30, 2012, Sino-Forest commenced the CCAA Proceedings 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 defendants in the action, including the Dealers. 

27. From the outset, it was apparent to counsel to the Ontario Plaintiffs that the CCAA 

Proceedings 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-Forest's creditors, there could be 

a plan of arrangement that had the effect of imposing an unfavourable settlement on the Ontario 

Plaintiffs or releases for third parties, including the Dealers. 

28. Consequently, Class Counsel immediately entered into negotiations with other 

stakeholders in the CCAA Proceedings, and took a number of steps to vigorously represent the 
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interests of the purchasers of Sino-Forest's securities. The following were among Class 

Counsel's main objectives: 

(a) reserving the Ontario Plaintiffs' rights to object to various features of the CCAA 
Proceedings, 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 CCAA Proceedings 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 CCAA Proceeding through which 
the positions of the various stakeholders would be defined; and 

(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. 

29. To further these objectives, Class Counsel took a number of steps in the CCAA 

Proceedings. Attached hereto as Exhibit "C" is a list of steps taken by Class Counsel, including 

bringing and appearing in response to twenty-five (25) motions, engaging in extensive and 

protracted negotiations with respect to the terms of the Plan of Reorganization, 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-Forest, and engaging in multiple 

formal and informal, group and individual mediation and negotiation sessions with other 

stakeholders regarding the Class Members' claims. As a result of the Ontario Plaintiffs' efforts, 

their claims against the Dealers emerged from Sino-Forest's CCAA proceedings relatively 

unscathed. 

30. As part of the negotiation of the Plan, the Dealers compromised rights of indemnification 

against subsidiaries of Sino-Forest - entities outside the CCAA proceeding - in exchange for (a) a 

release of claims in respect of the Litigation Trust; and (b) a cap on noteholder-related damages 
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of $150 million. Obtaining these protections were essential aspects of the Dealers non-opposition 

to the CCAA Plan. 

G. SETTLEMENT WITH POYRY (BEIJING) 

31. The Ontario Plaintiffs engaged in settlement discussions with Poyry (Beijing) Consulting 

Company Limited ("Poyry (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. On September 25, 2012, the Ontario Action was certified as a 

class proceeding as against Poyry (Beijing) for the purposes of settlement and the settlement was 

approved between the class and Poyry (Beijing). 

H. COURT-ORDERED MEDIATION 

32. On July 25, 2012, this Court ordered the various constituencies in the CCAA Proceedings 

to attend a mediation. On September 4 and 5, 2012, the Ontario Plaintiffs attended an all-parties 

mediation, which included the Dealers. The mediation was conducted with the assistance of the 

Honourable Justice Newbould, acting as mediator. Extensive mediation briefs were filed by all 

parties. The mediation did not result in a settlement with any of the parties, including Dealers, at 

that time. 

I. SETTLEMENT WITH ERNST & YOUNG 

33. In November 2012, the Ontario Plaintiffs engaged in a further mediation with Ernst & 

Young, which resulted in the Ernst & Young Settlement and the Ernst & Young Release (all as 

defined in the Plan). Pursuant to the Ernst & Young Settlement, Ernst & Young was required to 

pay $117 million. The Ernst & Young Settlement was conditional upon obtaining orders in the 
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CCAA proceedings and in the United States Bankruptcy Court resolving all claims against Ernst 

& Young in relation to Sino. 

34. The framework of the Ernst & Young Settlement is contained at Article 11.1 of the Plan 

and was the template for a similar framework for Named Third Party Defendants contained at 

Article 11.2 of the Plan (discussed below). 

35. Pursuant to a motion brought by the Ontario Plaintiffs, the Ernst & Young Settlement 

was approved by this Court on March 20, 2013. The Ontario Plaintiffs then brought a motion for 

approval of the method of distribution of the Ernst & Young Settlement funds and a claims filing 

procedure. The motion was granted on December 27, 2013. 

36. In connection with both of these hearings, extensive notice was given of these 

proceedings. To date, over 47,000 claims have been filed in connection with the Ernst & Young 

Settlement. 

J. SETTLEMENT WITH DAVID HORSLEY 

37. In July 2014, the Ontario Superior Court approved a settlement between David Horsley, 

Sino-Forest's former CEO, the Ontario Plaintiffs, and the Litigation Trust (the "Horsley 

Settlement"). The Horsley Settlement also utilized the framework contained in Article 11.2 of 

the Plan. The Horsley Settlement provided for payment of $4.2 million in respect of the claims 

advanced in the Class Actions. 

K. SETTLEMENT FRAMEWORK IN ARTICLE 11.2 OF THE PLAN 

38. Article 11.2 of the Plan provides the Ontario Plaintiffs with the ability to complete further 

settlements within the context of the CCAA proceedings, subject to further court approval. The 
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Dealers Settlement contemplates that the settlement will be effected through Article l l .2 of the 

Plan. Pursuant to the Plan, the Dealers are a Named Third Party Defendant under the Plan. In 

order to effect a Named Third Party Defendant Settlement through Article 11.2 of the Plan, the 

settlement must be approved by the court and the court must issue a Named Third Party 

Defendant Settlement Order. The proposed draft Settlement Order, appended as Schedule "A" to 

the Minutes of Settlement, is such an order. 

L. SETTLEMENT WITH THE DEALERS 

39. The negotiations leading to the Dealers Settlement were conducted on an adversarial, 

arm's-length basis. Following the failed court-ordered mediation in September 2012, Class 

Counsel continued settlement discussions with counsel to the Dealers: 

(a) the Dealers and Class Counsel engaged in ongoing settlement discussions and 
exchanged settlement offers in September 2012 and October 2012; 

(b) the parties appeared before Justice Stephen Goudge on August 26, 2014 for a 
full-day mediation, and both sides provided extensive mediation briefs; and 

(c) the parties again appeared before Justice Goudge on November 10, 2014 for a 
full-day mediation. 

40. After extensive negotiation, an agreement in principle was reached on November I 0, 

2014. The key terms of the Dealers Settlement are as follows: 

(a) the Dealers have paid CDN$32.5 million (less $250,000 allocated to notice costs) 
into an interest bearing trust account with a Canadian Schedule 1 bank in Ontario 
to be administered in accordance with orders of the court; 

(b) the Dealers Settlement is conditional on, among other things, no part of the $32.5 
million settlement fund being allocated to the Litigation Trustee, and the issuance 
of the Settlement Order and the US Recognition Order; 

( c) the Dealers Settlement will become effective ("Effective Date") when: 
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(i) the Settlement Order has been obtained and either (i) all appeal rights 
have expired; or (ii) the applicable final appellate court has upheld the 
Settlement Order; and 

(ii) the US Recognition Order has been obtained and either (i) all appeal 
rights have expired; or (ii) the applicable final appellate court has upheld 
the US Recognition Order; 

( d) the Class Settlement Fund will be paid into the Settlement Trust within fifteen 
(15) days following the Effective Date. Upon payment of the Class Settlement 
Fund, the Ontario Action and the Quebec Action will be dismissed against the 
Dealers, and the representative plaintiffs in the US Action shall cause the US 
Action to be dismissed against the Dealers; 

(e) after the close of pleadings in the Ontario Action, Credit Suisse, TD, Dundee, 
and Merrill will provide the Class Plaintiffs with non-privileged documents and 
information relevant to certified common issues relating to BDO Limited and 
agree to preserve relevant non-privileged documents relating to BDO Limited 
until the conclusion of the action; 

(f) following the Effective Date, 

(i) no further proceedings shall be commenced by anyone against the 
Dealers in respect of any Causes of Action (as defined in the Plan), other 
than as necessary to complete the Dealers Settlement; 

(ii) The plaintiffs in the Ontario Action, Quebec Action, and US Action 
agree not to claim from the non-settling defendants in any of the actions 
that portion of damages that corresponds to the proportionate share of 
liability of the Dealers; and 

(iii) the plaintiffs in the Ontario Action, Quebec Action, and US Action and 
their counsel agree not to cooperate with any other party in advancing 
claims against the Dealers. However, such plaintiffs reserve all rights 
with respect to the prosecution of the claims remaining against the non
settling defendants. 

M. THE ONTARIO PLAINTIFFS SUPPORT THE SETTLEMENT 

41. The Ontario Plaintiffs are: 

(a) 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 
Sino-Forest common shares. Most of those shares were purchased in the 
secondary market over the TSX. The Labourers Fund also purchased Sino-Forest 
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common shares pursuant to a prospectus that Sino-Forest issued. As at the day 
before the issuance of the Muddy Waters report, the Labourers Fund held a total 
of approximately 128,700 Sino-Forest shares. 

(b) 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. During the period from March 19, 2007 to 
June 2, 201 I, the OE Fund purchased Sino-Forest common shares over the TSX 
and held approximately 324, 100 such shares at the day before the issuance of the 
Muddy Waters report. 

(c) Sjunde AP-Fonden ("APT'), the Swedish National Pension Fund. AP7 manages 
billions of dollars in assets. During the period from March 19, 2007 to June 2, 
201 I, AP7 purchased common shares over the TSX and held 139,398 shares as at 
the day before the issuance of the Muddy Waters report; 

( d) David Grant is an individual resident in Calgary, Alberta. During the period 
from March 19, 2007 to June 2, 201 I, he purchased 100 of the Sino-Forest 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; 

(e) Robert Wong is an individual residing in Kincardine, Ontario. Mr. Wong 
purchased hundreds of thousands Sino-Forest shares from 2002 (when he first 
became a Sino shareholder) through June 201 I. During the period from March 
19, 2007 to June 2, 201 I, he purchased Sino-Forest common shares in the 
secondary market over the TSX and 30,000 shares pursuant to a prospectus that 
Sino issued. Mr. Wong continued to hold 508,700 Sino common shares at the 
day before the issuance of the Muddy Waters report; 

(f) Davis Selected Advisers, L.P. is an asset management firm. Davis New York 
Venture Fund, Inc. is a fund managed by Davis Selected Advisers L.P. (together 
with Davis Selected Advisers, L.P, "Davis") Davis was the second-largest 
shareholder of Sino-Forest, holding approximately 12.6% of Sino's outstanding 
common shares prior to the issuance of the Muddy Waters report. 

42. Collectively, the Ontario Plaintiffs owned in excess of 22. 7 million 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 over $413 million. The Ontario 

Plaintiffs also owed Sino-Forest notes that had a market value immediately prior to the issuance 

of the Muddy Waters report of over $31. l million. 
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43. I am advised by Jonathan Ptak of Koskie Minsky that the trustees of the Labourers Fund 

and the OE Fund support the Dealers Settlement and have instructed Class Counsel to seek 

approval of it. I am advised by Daniel Bach and Serge Kalloghlian of Siskinds LLP that Robert 

Wong, David Grant, AP7, and Davis also support the settlement and have instructed Class 

Counsel to seek approval of it. 

N. FACTORS CONSIDERED IN ASSESSING THE FAIRNESS AND 
REASONABLENESS OF THE SETTLEMENT 

(i) Experience of Class Counsel 

44. 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 US class action firms with particular 

expertise in securities class actions. 

45. 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. To the date of this affidavit, Siskinds 

has had approximately 20 securities class actions and 2 derivative proceeding settlements 

approved by courts. 

46. 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 prosecuted 
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actions for securities fraud, pension fund and investment claims, intellectual property violations, 

environmental damage and residential school abuse, among others. 

47. Koskie Minsky has acted for shareholders in securities class actions, including Lawrence 

v Atlas Cold Storage Holdings Inc, Toevs v Yorkton, Frohlinger v Nortel Networks Corp, 

Millwright Regional Council of Ontario Pension Trust Fund (I'rustees of) v. Celestica Inc, 

Bayens v. Kinross Gold Corporation, and Coffin v Atlantic Power Corporation. 

48. 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, as counsel 

to a committee of former employees in the Cinram restructuring, and, most recently, as class 

counsel in the CCAA proceedings relating to the Lac Megantic train derailment. 
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49. 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. 

50. Class Counsel recommend the approval of the Dealers Settlement. In our view, its terms, 

including the consideration available to securities claimants, are fair and reasonable in the 

circumstances. The Dealers Settlement will deliver an immediate benefit to securities claimants 

on claims that faced risks. I explain below our rationale for recommending to the Ontario 

Plaintiffs, and to this Court, the compromise of the claims advanced against the Dealers in this 

action. 

(ii) Information Supporting Settlement 

51. In assessing our clients' position and the proposed settlement, we had access to and 

considered the following sources of information: 

(a) all of Sino-Forest's public disclosure documents and other publicly available 
information with respect to Sino-Forest, including: 

(i) Sino-Forest's prospectuses; 

(ii) Sino-Forest's offering memoranda; 

(b) the available trading data for Sino-Forest's securities, including significant 
production by the Dealers of the location of primary market purchasers of Sino
Forest's securities; 

(c) non-public documents uploaded by Sino-Forest into the data-room established in 
the CCAA Proceedings 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 "D"; 

(d) the responsive insurance policies of TD, Dundee, RBC and Merrill Lynch, 
Pierce, Fenner & Smith Incorporated (successor by merger to Banc of America 
Securities LLC); 

~3S 
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( e) the input and opinions of our insolvency law experts and insurance coverage 
experts; 

(f) 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 input of an expert in the obligations and duties of underwriters; 

(h) the input of Professor Adam C. Pritchard, an expert in U.S. Federal securities 
law; 

(i) the input of Professor Patrick Borchers, an expert in New York State law; 

G) the mediation briefs provided by the parties, including the Dealers, at the global 
mediation in September, 2012 and in the mediation in September 2014; 

(k) input from experienced U.S. securities counsel, Kessler Topaz Meltzer & Check, 
LLP; and 

(I) input from experienced U.S. securities counsel Cohen Milstein, U.S. Plaintiffs' 
Counsel. 

52. 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 the 

Dealers. 

(iii) Claims advanced against the Dealers 

53. The Ontario Action advances claims against all of the Dealers and covers all of the 

Offerings. The Ontario Action is advanced on behalf of the following class defined as: 

(a) all persons and entities, wherever they may reside, who acquired Sino's 
Securities during the Class Period on the Toronto Stock Exchange or other 
secondary market in Canada, which includes securities acquired over-the
counter, and all persons and entities who acquired Sino's Securities during the 
Class Period who are resident of Canada or were resident of Canada at the time 
of acquisition and who acquired Sino's Securities outside of Canada, except: 
those persons resident or domiciled in the Province of Quebec at the time they 
acquired Sino's Securities, and who are not precluded from participating in a 
class action by virtue of Article 999 of the Quebec Code of Civil Procedure, 
RSQ, c C-25, and except the Excluded Persons; and 
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(b) all persons and entities, wherever they may reside, who acquired Sino's 
Securities during the Class Period by distribution in Canada in an Offering, or are 
resident of Canada or were resident of Canada at the time of acquisition and 
acquired Sino's Securities by offering outside of Canada, except the Excluded 
Persons. 

54. The Ontario Action asserts the following claims against the Dealers: 

Claims against Share Underwriters 

(a) s. 130 of the Ontario Securities Act for liability in a prospectus; 

(b) negligence; and 

( c) unjust enrichment. 

Claims against Initial Note Purchasers 

( d) negligence; 

( e) New York State common law negligent misrepresentation; 

(t) breach ofs. 12(a)(2) of the US Securities Act of 1933; and 

(g) unjust enrichment. 

55. The US Action only advances claims against Banc of America and Credit Suisse (USA). 

The US Action does not advance claims against the balance of the Dealers, including any of the 

Share Underwriters. The US Action is advanced on behalf of the following class defined as: 

(a) all persons or entities who, from March 19, 2007 through August 26, 2011 
purchased the common stock of Sino-Forest on the Over-the-Counter market and 
who were damaged thereby; and 

(b) 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. 

(iv) Risks and Limitations to the Success of Claims against the Dealers 

56. It has always been Class Counsel's view that the primary market claims against the 

Dealers had merit. However, a number of factors in this case presented a significant risk to the 

ultimate success and recovery from the Dealers. These risks weighed in favour of settlement with 

the Dealers. It is Class Counsel's view that the Dealers Settlement is an excellent settlement and 

038 
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is fair and reasonable and in the best interests of securities claimants. Class Counsel's assessment 

of the Dealers Settlement and our recommendation of it rest primarily on the following factors, 

in addition to the general risks of proceeding with complex litigation. 

(a) Only primary market purchasers have valid claims against the Dealers 

57. Although the claims asserted against all other defendants in the Class Actions are for 

primary and secondary market transactions, the valid claims against the Dealers are for primary 

market purchases only in respect of Sino-Forest's offerings by way of prospectus and offering 

memoranda. Claims are not asserted on behalf of secondary market purchasers of Sino-Forest's 

securities who did not purchase their securities from the Dealers. 

(b) Purchasers of securities on the primary market must hold their securities 
until the end of the class period 

58. The only security holders who have valid claims against the Dealers are those who 

acquired their securities in the primary market and held those notes until the end of the class 

period. Securities holders who purchased Sino-Forest securities on the primary market and sold 

their securities before the end of the class period did not suffer any damages since the artificial 

inflation remained in the price. As a result, the valid claims against the Dealers are further 

limited to class members with primary market claims who purchased Sino-Forest securities and 

held such securities until the end of the class period. The plaintiffs' damages expert Frank C. 

Torchio has opined that if liability is established with respect to all offerings, damages for such 

claims are as low as $77.3 million for shares and US$366 million for notes as against all of the 

Defendants (not just the Dealers). In addition, as discussed below, the Plan contains a $150 

million damages cap for note claims against the Initial Note Purchasers. Therefore, given the 

settlements already accomplished and the payments made thereunder, and the Pierrenger terms 
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of the other settlements (which include that the plaintiffs could only pursue the portion of the 

damages that reflect the remaining defendants' several liability), the damages which could be 

obtained from the Dealers could be far less than the total damages as calculated by Mr. Torchio. 

(c) Certain primary market claims may not be covered in any class action 

59. The Ontario Action advances primary market claims on behalf of all persons and entities 

who: 

(a) acquired securities during the class period by distribution in Canada; 

(b) are resident in Canada or were resident of Canada at the time at the time of 
acquisition and acquired securities by offering outside of Canada; 

( c) acquired securities during the class period on the TSX or other secondary market 
in Canada; or 

( d) are resident in Canada or were resident of Canada at the time of acquisition and 
who acquired securities outside of Canada. 

60. The class is defined by reference to individuals and entities, not by transactions. It has 

always been the position of Class Counsel that as long as an individual or entity falls within any 

one category of the Ontario Action class definition, all of the individual or entity's transactions 

would be subject to recovery in the Ontario Action, provided the claims can be proven. However, 

there is a risk that a court may interpret the class definition in the Ontario Action to exclude all 

individuals and entities residing outside of Canada that purchased Sino-Forest's securities on the 

primary market outside of Canada. 

61. The Dealers have provided documentation that under 10% of the July 2008, December 

2009 and October 20 I 0 Note Offerings were sold in Canada. The Dealers have also provided 

documentation that under 50% of the June 2007, June 2009 and December 2009 Share Offerings 
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were sold in Canada. There is a risk that non-residents may not be captured by the Ontario 

Action class definition. Finally, the US Action class definition does not capture primary market 

share purchasers, and does not name as a defendant TD, who was an Initial Note Purchaser in the 

December 2009 Note Offering. 

(d) Liability limited by Ernst & Young, Poyry (Beijing), and Horsley 
settlements: 

62. Pursuant to the Poyry (Beijing), Ernst & Young and Horsley settlements, the remaining 

defendants in the Class Proceedings may not be liable for any of the proportionate liability of 

Poyry (Beijing), Ernst & Young and Horsley, as may be found by a court at trial. It is likely that 

the Dealers would argue that they relied on Ernst & Young and Horsley, and Sino-Forest's senior 

management, who may be assigned a significant proportion of liability, thereby limiting any 

amount that could be collected from the Dealers at trial. 

(e) Unjust enrichment claims may face significant challenges 

63. The plaintiffs in the Ontario Action claim for unjust enrichment in respect of the fees 

earned by the Dealers pursuant to the primary market offerings. However, the Dealers have 

asserted that such fees were paid by Sino-Forest, and not by primary market purchasers. In 

addition, the Dealers have asserted that such fees were paid pursuant to a valid contract, which 

may be found to be a juridical reason for the alleged enrichment. As a result, there is risk 

associated with such claims. 

64. The Ontario Action also claims for unjust enrichment in respect of the fees earned by the 

Dealers when such Dealers sold Sino-Forest securities to their clients on the secondary market. 

There is very significant risk associated with these claims. For example, the entities that sold 

securities to class members on the secondary market may have been separate corporate entities 

ill 4 1. 



- 25 -

from those that participated in the primary market offerings, and such entities may not be named 

defendants in the Ontario and US Actions. In addition, the securities were purchased from 

financial institutions pursuant to valid contracts of purchase and sale, which may constitute a 

juristic reason for the payment of fees associated with each purchase. The degree of risk 

associated with such claims against the Dealers on behalf of secondary market purchasers is so 

high that the proposed Claims and Distribution Protocol does not contemplate any distribution to 

secondary market purchasers from the Dealers Settlement Fund. 

(t) Some noteholders may have received consideration pursuant to Sino-Forest's 
restructuring 

65. The subset of noteholders who satisfy the criteria identified above for a primary market 

claim will likely include some who were noteholders when Sino-Forest's CCAA restructuring 

occurred. Pursuant to that restructuring, they may have been distributed some value for their 

notes. Whatever distribution was received by Sino-Forest's noteholders pursuant to the CCAA 

proceedings would further reduce any damages sustained by noteholders. 

(g) The CCAA Plan caps the value of note claims against the Initial Note 
Purchasers at $150 million 

66. Pursuant to the Plan, the maximum liability of all note claims (both secondary and 

primary) is capped at $150 million. The $150 million cap was agreed to by the Ontario Plaintiffs 

as part of a negotiation whereby the Dealers did not oppose the Plan. A portion of that capped 

amount will likely be paid out of the Ernst & Young and Horsley settlement funds. Therefore, 

the potential recovery in respect of primary market claims may be even further reduced. 

(h) Only common law claims against Initial Note Purchasers 

67. The Ontario Securities Act does not contain any statutory claims against underwriters on 

behalf of primary market note purchasers. Only Canadian common law claims can be asserted on 
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behalf of noteholders against the Initial Note Purchasers. Such claims may pose significant 

challenges, including: 

(a) The court may have concluded that based on concerns over indeterminate 
liability or for other reasons, the Initial Note Purchasers did not owe a duty of 
care to Note purchasers. 

(b) The Note offering memoranda explicitly state that the Dealers made no 
representations concerning the quality of Sino-Forest's securities. 

( c) In order for the Canadian common law claims against the Initial Note Purchasers, 
each class member may be required to individually prove reliance or causation. 

68. As a result, there was a risk that the common law note claims may not have been 

certified, and if certified, may not have been successful on the merits. 

(i) Challenges for US law claims 

69. The Ontario Action also asserts claims against the Initial Note Purchasers pursuant to the 

common law of New York State and US Federal law. Both of these claims would have faced 

significant challenges by the Initial Note Purchasers. In response to the US law claims asserted in 

the Ontario Action, the Dealers filed five (5) affidavits from Michael Chepiga, a retired senior 

partner of the New York law firm Simpson Thatcher & Bartlett, LLP. Mr. Chepiga opined that 

the Second Fresh as Amended Statement of Claim does not allege facts that establish the 

elements of the claim for breach of section 12(a)(2) of the Securities Act or negligent 

misrepresentation under New York law. Mr. Chepiga opined that a claim pursuant to section 

12(a)(2) was only available in respect of a public offering of securities, and Sino-Forest's notes 

were distributed pursuant to private offerings. The Dealers also filed an affidavit from Edward 

Greene, Senior Counsel from Cleary Gottlieb Steen and Hamilton and the former Director of the 

Division of Corporation Finance of the US Securities and Exchange Commission. Mr. Greene 

043 
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opined that the claim for section 12(a)(2) was not applicable to the facts alleged by the Second 

Fresh as Amended Statement of Claim. 

70. The Ontario Plaintiffs relied on affidavits from Professor Adam C. Pritchard and 

Professor Patrick Borchers to support their claims pursuant to US law. Professor Pritchard 

opined that notwithstanding that a note offering memoranda may purport to distribute notes 

privately, the determination of whether an offering is public or private turns on whether the class 

of persons who purchase the securities are a class of persons that need the protections of the 

Securities Act, including their level of sophistication. In the circumstances, the Ontario Plaintiffs 

have pleaded that notwithstanding the purported characterization of Sino-Forest's note 

distributions as private, they were distributed to unsophisticated individuals such that they were 

rendered public offerings. Professor Borchers opined that the Ontario Plaintiffs' Statement of 

Claim disclosed the cause of action of negligent misrepresentation pursuant to New York State 

common law against the Initial Note Purchasers writers. 

71. Although the Ontario Plaintiffs relied on affidavits from Professor Adam C. Pritchard and 

Professor Patrick Borchers to support their claims pursuant to US law, there was a risk that such 

claims would not be certified or successful at trial. 

(j) Challenges in establishing Dealers liability 

72. We had insight into the Underwriting process and due diligence as a result of documents 

and cooperation flowing from the Horsley settlement. It is likely that the Dealers would have 

asserted that they met the standard of care for the Share and Note Offerings. The Share 

Underwriters would likely have claimed that they had experience dealing with forestry issuers 

and Chinese issuers, and that they completed comprehensive due diligence for each prospectus 
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offering. The Dealers would likely have claimed that they hired and relied upon legal counsel for 

each offering, and relied upon forestry expertise and valuation reports prepared on behalf of 

Sino-Forest as well as the financial statements audited by Ernst & Young and BDO Limited. In 

addition, the Initial Note Purchasers would likely have argued that they had no due diligence 

obligation at all, given that they made explicit statements in the offering memoranda that they 

made no representations concerning the quality of Sino-Forest's securities. These due diligence 

defences added additional risk, particularly with respect to the Note claims where the Dealers 

made explicit statements that the Dealers made no representations concerning the quality of 

Sino-Forest's securities. 

(k) Alternative damages analyses would have been considered 

73. If entirely successful, the claims asserted against the Dealers could result in an award for 

significant damages. I 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 on damages in securities fraud lawsuits for over 20 years. In this 

course of this litigation, Mr. Torchio provided his opinion that total estimated damages to 

primary market claimants, from all defendants, runs into the hundreds of millions of dollars. 

74. We were guided by the advice of Mr. Torchio, but were also cognizant that it is common 

and expected for defendants to produce opinions that make different assumptions and put forth 

lower damages figures. Indeed, in the course of settlement discussions in this case, certain 

defendants insisted that far more conservative damages figures were appropriate. 

75. It is also important to recognize that Mr. Torchio opines on total estimated damages from 

all defendants, and that damages attributable to the Dealers could only be a subset of this figure. 
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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 securities claimants. 

76. Moreover, the actual damages to be paid may only be for claims filed. For a variety of 

reasons, less than I 00% of class members generally file claims. Although claims rates vary from 

case to case, it is almost never the case in a matter of this nature that all class members file 

claims. Therefore, actual payable damages could be some portion of 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. 

0. CONCLUSION ON SETTLEMENT APPROVAL 

77. The $32.5 million settlement represents a significant component of the total estimated 

damages associated with primary market share claimants (being $77.3 million), which reflects 

the availability of statutory claims under the Securities Act, and thus, fewer challenges in respect 

of establishing these claims. Although claims on behalf of primary market noteholders are 

significantly discounted, these claims suffer from significantly greater risk. The quantum of the 

settlement also represents approximately 40% of the commissions received by the Dealers in 

respect of the offerings of Sino-Forest securities as estimated by the plaintiffs based on the 

plaintiffs' review of publically available material, a very significant percentage. 

78. Finally, we believe the Dealers settlement is the largest underwriter settlement in 

Canadian history. It is worth noting that such settlements are rare. I am aware of only five (5) 

underwriter settlements in Canadian history: 

(a) Zaniewicz v. Zungui Haixi Corporation: $750,000 from underwriters; 
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(b) McKenna v. Gammon Gold: $13.25 million from the issuer, officers and 
underwriters combined; 

(c) Lawrence v. Atlas Cold Storage: $40 million from the issuer, accountant, officers 
and underwriters combined; 

(d) Gould v. BMO: $3,750,000 from underwriters; and 

(e) CC&L Dedicated Enterprise Fund (Trustee of) v. Fisherman: $85 million from issuer, 
officers, underwriters, and auditors. 

79. In light of all the above considerations, it is Class Counsel's opinion that the Dealers 

Settlement is fair and reasonable to securities claimants. Class Counsel recommends that the 

Court approve the settlement. 

P. PROPOSED CLAIMS AND DISTRIBUTION PROTOCOL 

80. The proposed Claims and Distribution Protocol attached at Exhibit "E" creates a claims-

based process for securities claimants to seek compensation from the Dealers Settlement fund. 

The proposed Claims and Distribution Protocol is designed to provide compensation based on 

the strength of each category of claims as against the Dealers. Therefore, a claim for purchases 

with fewer litigation challenges would receive more on a per dollar-of-loss basis than a claim for 

purchases with a greater litigation challenges. 

81. Under the proposed Claims and Distribution Protocol, each claimant would file a claim 

with the details of their trading in Sino-Forest securities. Securities claimants who had previously 

participated in the Ernst & Young settlement will receive a notice of settlement with a 

prepopulated data set requiring their consent to participate in the Dealers Settlement. The claims 

administrator would use this information to first determine the different categories of purchases 

made and then, for each category, determine the claimant's losses. 
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82. Only claims on behalf of individuals who purchased notes and shares in the following 

offerings and held such notes and shares until June 2, 2011 are eligible for compensation 

pursuant from the Dealers Settlement Fund: 

(a) distribution of common shares pursuant to the Final Short-Form Prospectus dated 
June 5, 2007; 

(b) distribution of common shares pursuant to the Final Short-Form Prospectus dated 
June I, 2009; 

( c) distribution of common shares pursuant to the Final Short-Form Prospectus dated 
December 10, 2009; 

(d) distribution of the 5.00% Convertible Senior Notes due 2013 (the "2013 Notes") 
pursuant to the Offering Memorandum dated July 17, 2008; 

(e) distribution of the 10.25% Guaranteed Senior Notes due 2014 (the "2014 Notes") 
pursuant to the Exchange Offer Memorandum dated June 24, 2009; 

(t) distribution of the 4.25% Convertible Senior Notes due 2016 (the "2016" Notes") 
pursuant to the Offering Memorandum dated December 10, 2009; and 

(g) Distribution of the 6.25% Guaranteed Senior Notes due 2017 (the "2017 Notes") 
pursuant to the Offering Memorandum dated October 14, 2010. 

(the "Securities Claimants") 

83. Any amounts remaining after the initial distribution to Securities Claimants would be 

held in trust for the purposes of future disbursements in the Ontario, Quebec or US Class 

Actions. If there are further monetary settlements, further distributions to Securities Claimants 

would be determined by motion. 
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Q. CALCULATION OF LOSSES1 

84. In order to distribute the funds fairly, the losses of individual Claimants must be 

determined. Experts in securities cases employ various techniques to measure damages suffered 

by individual Claimants. In this litigation, Class Counsel retained Frank Torchio of Forensic 

Economics. Mr. Torchio is an economist and has advised plaintiffs and defendants in financial 

valuations, financial-economic analysis and analysis of the response of stock prices to public 

information in securities fraud lawsuits for over 20 years. Mr. Torchio has testified in trials, 

arbitrations and out of court examinations in U.S. and Canadian securities litigation matters. 

85. In developing the Ernst & Young Claims and Distribution Protocol, we received advice 

from Mr. Torchio, including how to determine which shares are deemed sold when securities are 

sold in a given period and the use of netting, whereby losses are offset by profits of sales of 

securities during the period when such securities were inflated. Such information is equally 

applicable with respect to claims made to the Dealers Settlement Fund. 

86. Class Counsel believe that the methods to be employed under the Claims and Distribution 

Protocol are fair, well-recognized methods. 

87. To determine the Claimant's losses, the adjusted cost base ("ACB") of the Claimant's 

securities must first be determined. This is done by applying the "first-in-first-out" methodology 

("FIFO") to the securities on a per-security, per account basis. 

1 The Dealers have no knowledge of, involvement in and take no position regarding the allocation of settlement 
funds paid by the Dealers. 
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88. The securities will then be divided into the different categories set out at paragraph 9 of 

the Claims and Distribution Protocol (and discussed in the section below). For each category of 

securities held by a Claimant, the losses for those purchases are calculated as follows: 

Time of Sale of Securitiesz Damages 

Sold before June 2, 2011 No damages 

Sold from June 3 to August 25, 2011 (#of Securities sold) X (ACB - Sale Price) 

Sold or held after August 25, 2011 

Shares (#of shares sold or held) X (ACB per share - CAD$1.40) 

2013 Notes (#of notes sold or held) X (ACB per note - USD$283) 
2014 Notes (#ofnotes sold or held) X (ACB per note - USD$276.20) 
2016Notes (#of notes sold or held) X (ACB per note - USD$283) 
2017 Notes (#of notes sold or held) X (ACB per note - USD$289.80) 

89. For securities sold or held after August 25, 2011, the loss per security is calculated by 

subtracting the holding price of the securities as of August 26, 2011 (as estimated by Forensic 

Economics) from the ACB of the security. 

90. If a Claimant sold Sino-Forest securities before June 2, 2011, that claimant may have 

inadvertently profited from the alleged misconduct at Sino-Forest. In order to remove the impact 

of these sales, profits attributable to the artificial inflation of such securities (to be determined by 

Forensic Economics in consultation with Class Counsel) will be offset by subtracting them from 

the Claimant's losses. 

2 For the purposes of these calculations, in respect of the Notes, each US$1,000 principaJ amount of the Notes shall be deemed 1 (one) note. 
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R. PRIMA FACIE DIVISION BETWEEN SHARES AND NOTES 

91. As a result of the greater risk associated with the primary market note claims as 

compared to primary market share claims, Class Counsel believes that it is fair and reasonable to 

allocate the Dealers Settlement Fund in the manner contemplated in the following proportions: 

(a) 69.23% of the aggregate amount available for distribution in the Dealers 
Settlement Fund shall be allocated to claims made in respect of purchases of 
shares; and 

(b) 30.769% of the aggregate amount available for distribution in the Dealers 
Settlement Fund shall be allocated to claims made in respect of purchases of the 
notes. 

92. Some of the risks considered were the following: 

(a) unlike the claims of persons who purchased Sino-Forest shares under a 
prospectus, there is no statutory claim in Ontario against an underwriter for 
purchases of securities by offering memoranda, and these claims are therefore 
dependent on Ontario common law claims or claims under U.S. law; 3 

(b) there is a risk that a significant proportion of primary market note claims may be 
found to be excluded from the Ontario Action, the Quebec Action, and the US 
Action class definitions; 

( c) some primary market note claimants likely received a distribution pursuant to 
Sino-Forest's insolvency; 

(d) the Plan capped all Note claims (primary and secondary market) at $150 million 
whereas there is no such cap for Share claims; and 

(e) the Dealers made explicit statements in the offering memoranda that they made 
no representations concerning the quality of Sino-Forest's securities. 

S. RISK ADJUSTMENT FACTORS 

93. There are 6 categories of securities purchases in the Claims and Distribution Protocol: 

3 Section 130.l of the Securities Act provides a statutory claim against Sino-Forest only. 

051 
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Primary Market Share Claimant Categories: 

(a) primary market share purchases (pursuant to a prospectus) in June 2009 and 
December 2009; 

(b) primary market share purchases (pursuant to a prospectus) in June 2007; 

Primary Market Note Claimant Categories: 

(c) Canadian primary market note purchases (pursuant to an offering memorandum) 
forthe 2013, 2014, 2016 and 2017 notes; 

( d) non-Canadian primary market note purchases (pursuant to an offering 
memorandum) for the 2017 notes; 

( e) non-Canadian primary market note purchases (pursuant to an offering 
memorandum) for the 2013, 2014, and 2016 notes ifCCAA claim was filed; and 

(£) non-Canadian primary market note purchases (pursuant to an offering 
memorandum) for the 2013, 2014, and 2016 notes if no CCAA claim was filed. 

1. Primary market share purchases (June 2009 and December 2009 offering) 

94. Claims for purchases of shares in the June 2009 and December 2009 prospectus offering 

have a risk factor of 1.0, which means that no discount is being applied to those claims relative to 

other primary market share claims. The absence of a discount reflects that among the primary 

market share claims, these claims face the fewest challenges and are the strongest share claims 

against the Dealers. In particular, claimants who purchased in these two offerings have a claim 

under section 130 of the Securities Act and therefore would have succeeded on their claims if 

they had established that there was a misrepresentation in the relevant part of the prospectus at 

issue, and that the Dealers did not act diligently in connection with the offering. There were no 

liability limits for these claims, no leave requirement, no limitation period issues and no 

requirement to establish a duty of care or reliance. 
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2. Primary market share purchases (June 2007 offering) 

95. Claims for purchases of shares in the June 2007 prospectus offering have a risk factor of 

0.30. This discount reflects the absence of a statutory claim for purchasers of shares in the June 

2007 offering. Section 138 of the Securities Act states that statutory claims for prospectus 

offerings may not be commenced after the earlier of 180 days after the plaintiff first had 

knowledge of the facts giving rise to the cause of action, or three years after the date of the 

transaction giving rise to the cause of action. In this case, the applicable limitation period would 

be three years after the date of the transaction giving rise to the cause of action, which would 

have been in 2010, a year before this action was commenced. 

96. The only claims asserted on behalf of primary market purchases in June 2007 offering are 

common law claims for negligence and unjust enrichment. The negligence and unjust enrichment 

claims against the Share Underwriters would have faced additional challenges as compared to 

the statutory claims. For example, the common law negligence claims require proof of causation, 

which could be difficult for each Class Member to prove, and some courts have refused to certify 

common law claims for securities class actions. With respect to the claim for unjust enrichment, 

the Share Underwriters may assert that any fees paid to them were paid by Sino-Forest, and not 

by primary market share purchasers. In addition, the Dealers may assert that such fees were paid 

pursuant to a contract, which may be found to be a juridical reason for the alleged enrichment. 

As a result, there is additional risk associated with such claims. 
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3. Canadian primary market note purchases (2013, 2014, 2016 and 2017 Notes) 

97. Claims for purchases by notes in the 2013, 2014, 2016 and 2017 Note Offerings by 

Canadians or in a distribution in Canada have a risk factor of 1.0, which means that no discount 

is being applied to those claims relative to other primary market Note claims. 

98. The absence of a discount reflects that these Note claims face the fewest challenges and 

are the strongest claims against the Dealers among the Note claims. In particular, Canadians or 

purchasers of these Notes in a distribution in Canada squarely fit within the Ontario and Quebec 

Actions' class definitions, and a CCAA claim was filed for these claims. 

4. Non-Canadian primary market note purchases (2017 Notes) 

99. Claims for purchases by notes in the 2017 Note Offering by non-Canadians and 

individuals or entities who purchased in a distribution outside of Canada have a risk factor of 1.0. 

These claims are covered in the class definition in the US Action, and a CCAA claim was filed 

for these claims. 

5. Non-Canadian primary market note purchases (2013, 2014, and 2016 Notes) if CCAA 
claim filed 

100. Claims for purchases by notes in the 2013, 2014, 2016 Note Offerings by non-Canadians 

and individuals or entities who purchased in a distribution outside of Canada have a risk factor of 

0.50. This risk factor reflects the risk that these claimants may not be included in the Ontario, 

Quebec or US Class Actions class definitions. 
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6. Non-Canadian primary market note purchases (2013, 2014, and 2016 Notes) if no CCAA claim 
filed 

101. Claims for purchases by notes in the 2013, 2014, and 2016 Note Offerings by non-

Canadians and individuals or entities who purchased in a distribution outside of Canada have a 

risk factor of 0.01. These claims may be found to be outside of the Ontario, Quebec or US Class 

Actions class definitions, and a claimant may face the claims bar unless there was an individual 

CCAA proof of claim filed. These claims are assigned a risk adjustment factor of 0.01. 

T. SUPPORT OF THE CLAIMS AND DISTRIBUTION PROTOCOL 

I 02. I am advised by Jonathan Ptak of Koskie Minsky that the trustees of the Labourers Fund 

and the OE Fund support the Dealers Settlement and have instructed Class Counsel to seek 

approval of the Claims and Distribution Protocol. 

103. I am advised by Daniel Bach and Serge Kalloghlian of Siskinds LLP that David Grant, 

AP7 and Davis support the proposed Claims and Distribution Protocol and have instructed Class 

Counsel to seek approval of it. Robert Wong has indicated that he has the following objection to 

the proposed Claims and Distribution Protocol: "With respect to claims in the underwriter 

settlement, the Administrator should not have the discretion to accept late claims. Instead, Court 

approval should be required." 

U. SCOPE OF CLAIMS PROCESS 

104. The claims administrator will review claims pursuant to the above protocol and determine 

a claimant's share of the net settlement fund. Claims assessed at less than $5 will not be paid out 

as it will likely cost more than $5 to process and pay such claims. 
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V. ADMINISTRATION PROPOSAL 

I 05. Class Counsel proposes to appoint NPT RicePoint ("NPT") as the Administrator of the 

Settlement Trust. NPT provides notice and administrative services for class actions and was 

appointed the administrator of the Ernst & Young Settlement Trust by Court order. For the 

purposes of this settlement and providing the Notice to US investors, NPT has affiliated with 

Gilardi & Co., an experienced notice and administrative services firm in the US, to provide 

Notice to those Securities Claimants who are US investors as described above. 

106. NPT is a privately held Canadian firm affiliated with NPT LLP, one of the largest 

independent Chartered Accountants firms in Southwestern Ontario with over 60 full time 

employees. NPT has administered or been appointed claims administrator on over 25 class action 

settlements and distributed over 100 million dollars over the past nine years. I am advised by 

David Weir, president of NPT, and believe that NPT has acted or is acting as claims 

administrator in the following securities class actions: 

(a) Zaniewicz v Zungui Haixi Corp et al: Settlement Fund: CAD $10,850,000; 

(b) Sorensen v easyhome Ltd et al: Settlement Fund: CAD $2,250,000; 

{c) McKenna v Gammon Gold Inc. et al: Settlement Fund: CAD $13,250,000; 

(d) Dobbie v Arctic Glacier Income Fund et al: Settlement Fund: CAD $13,750,000; 

(e) Nor-Dor Developments Limited v Redline Communications Group Inc et al: 
Settlement Fund: CAD $3,600,000; 

(f) Devlin v Canadian Superior Energy Inc. et al: Settlement Fund: CAD 
$5,200,000; 

(g) Metzler v Gildan Activewear Inc. et al: Settlement Fund: CAD $22,500,000; 

(h) O'Neil v SunOpta et al: Settlement Fund: CAD $11,250,000; 

(i) Wheeler v China National Petroleum Corp. et al: Settlement Fund: CAD 
$9,900,000; 
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G) McCann v CP Ships et al: Settlement Fund: CAD $12,800,000; and 

(k) Marcantonio & Audette v TV Pacific Inc.: Settlement Fund: CAD $2,100,000. 

107. NPT has provided Class Counsel with an administration proposal, attached hereto as 

Exhibit "F". The proposal provides for payment to NPT of: 

(a) a setup fee of$32,350; 

(b) existing claimants: 

(i) payment of$6.50 per claim in respect of non-disputed claims; 

(ii) payment of $25 per claim in respect of disputed claims; 

(c) new claimants: payment of$23 per claim; and 

( d) any additional case specific disbursements, including printing, postage, and bank fees. 
plus applicable taxes. 

I 08. We believe that the proposed fees are: 

(a) proportionate to the size of the settlement; 

(b) competitive with market rates; 

( c) reflective of a realistic amount of time to be spent administering this settlement, 
and using the appropriate level of person at a reasonable hourly rate; 

( d) consistent with the fees for the administration of other class action settlements we 
have been involved in; and 

( e) consistent with the work required in the proposed administration program. 

i!l57 
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109. I believe that NPT has the requisite expertise and capability to effectively execute its 

duties as Administrator. I also believe that the fees are fair and reasonable in all the 

circumstances. 

SWORN before me at the City of ) 
Toronto, in the Province of Ontario, ) 
this 13th day of April, 2015. ) 

) 
) 

~~~~~~-J~· ~ 
) 
) 

Charles M. Wright · 

~58 
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BETWEEN: 

IN THE MA'ITER OF 
SINO-FOREST CORPORATION 

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND EASrnRN 
CANADA, TIIE TRUSTEES OF THE INTERNATrONAL UNION OF OPERATING ENGINEERS 

LOCAL 793 PENSION PLAN FOR OPERATING ENGINEERS IN ONTARIO, SJUNDEAP
FONDEN, DAVID GRANT, ROBERT WONG, AND ANY OTHER PROPOSED 

REPRESENTATIVE PLAINTIFFS IN ONTARIO SUPERIOR COURT ACTION NO. CV-11-
431153-ooCP (the "Ont.aria Action"), GUINING LIU, DAVID LEAPARD, IMF FINANCE SA (the 

·us Action"), 

In their personal and representative capacities (the "Class Action Plaintiffs") 

-and-

CREDIT SUISSE SECURI'I'llW (CANADA) INC., TD SECURITIES INC., DUNDEE SECURITIF.S 
LTD., RBC DOMINIONSECUJU'I'IFB INC., SCOTIA CAPITAL INC., CIBC WORLD MARKETS 
INC., MERRILL LYNCH CANADA INC., CANACCORD FINANCIAL LTD. (NOW KNOWN AS 
CANACCORD GENUITY CORP-}, MAISON PLACEMENTS CANADA INC., CREDIT SUISSE 

SECURITIES (USA) U.CAND MERRILL LYNCH, PIERCE, FENNER & SMITH 
INCORPORATED, SUCCESSOR. BY MERGER TO BANC OF AMERICA SECURITIES LLC. 

{the "DealeraH, which term shall include all parent, affiliate and subsidiary corporations or 
business organir.ations in whatever fonn and all their predecessor and successor corporations or 

business organizations in whatever form) 

MINUTF.S OF SE'l'Tl..BMENT 

A. The Dealers Settlement 

1. These Minutes of Settlement represent the agreement between the Cl85S Action Plaintiffs 

and the Dealers (the "Parties") reached on December 221 2014 {the "Dealers 

Settlement"), to resolve in accordance with the terms more particularly set out herein any 

actions, causes of action, claims and/or demands, howsoever or whenever arising and in 

all jurisdictions {including Canada and the United States), made against the Dealeis or 

which could have been made against the Dealers based upon, arising out of, in relation 

to, in connection with or in any way related to Sino-Fore.err Corporation ("Sino-Forestft, 
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which term includes all affiliate and subsidiary corporations or business organizations in 

whatever form and all of their predecessor and successor corporations or business 

organizations in whatever form), whether or not captured by the "Classu or the «Class 

Periocr, as v:uiously defined in the Action or in the other Class Actions (as defined in the 

Plan of Compromise and Reorganization of Sino-Forest dated December 3, 2012 under 

the Companies' Creditors ArrangementAct("CCAA") (the "Plan")) (all, collectively, the 

"Claims") and all Causes of Action (as defined in the Plan) relating to Sino-Forest. 

2. The Dealers make no admissions of liability and deny any liability in respect of the 

Claims and do not waive any defences available te> them with respect to the Claims or 

otherwise. 

3. Subject to the conditions herein, the terms of the Dealers Settlement are binding on the 

Parties. 

4. These Minutes of Settlement a:re and shall remain confidential, and none of the Parties 

shall publicly disclose or include in any court filing, in any jurisdiction, the terms hereof 

without the prior written consent of the other Parties, except for the approval and 

implementation of the Notice Program and for the purpose of having the Dealers 

Settlement approved and/or to enforce the terms of these Minutes of Settlement if 

required. Following the filing of these Minutes of Settlement with the Court for the 

purposes of approving the Notice Program in accordance with paragraph 7 , these 

Minutes of Settlement shall cease to be confidential. 

B. Appro11111 of the Dealers Settlement and Notice Prop-am 

5. It is the agreement of the Parties that the Dealers Settlement shall be approved by order 

is..ued in the Ontario Superior Court of Justice (Toronto}, Court File No. CV-12-9667-

ooCL (the •eourt0 and the •smo-Forest CCAA Proceeding•, respectively) and 

implemented through the Plan. 

6. Pursuant to the Plan, the Dealers Settlement is a Named Third Party Defendant 

Settlement under the Plan. 

7. 'The Class Action Plaintiffs will bring motions to the Court and the United States 

Bankruptcy Court, supported by the Dealers, for orders approving a notice program 

36114-2001 184ll04!/.6 
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regarding the hearing to approve the Dealers Settlement (the "Notice Program") as 

follows: 

(a) notke to the Service List in the SinD<"Forest CCAA Proceeding, in the manner 

agreed upon to constitute notice for purposes of the Sino-Forest CC.AA 

Proceeding; 

(b) direct distribution of a notice by email (if email addresses were provided by 

individual:; or entities) or by mail to all individuals and entities (i) that have 

provided their contact information to counsel to the Class Action Plaintiff!! and 

(ii) that have submitted claim fomJS in connection with the Actions or other Class 

Actions (as that term is defined in the Plan) and who have indicated on their 

claim from that they are making a claim in respect of s.ino-Forest .securities 

purchased-on the primary market; 

(c) the Office of the United States Trustee for Region 2; and 

(d) direct mailing of a notice to all individuals and entities who purchased Sino

Forest securities in the primary market from the Dealers during the class period, 

with distribution list to be provided by the Dealers to class counsel and the 

admi.n1stntor. 

8. Regardless of their obligations under paragraph 7 above, the Parties shall abide by the 

Notice Program ordered by the Court and the failure to obtain an Order on the terms set 

out in paragraph 7 herein shall not be a basis to terminate the Dealers Settlement. 

9. The costs of the Notice Program, to a maximum of $200,000, will be paid by the Dealers 

from the Class Settlement Fund within fifteen (15) days of the costs being incurred 

irrespective of whether the Dealers Settlement is approved by the Court. If the 

settlement is not approved, these costs will be non-refundable to the Dealers. 

lo. Following the approval of the Notice Program, the Class Action Plaintiffs shall bring a 

motion to the Court seeking an order which in all material respect, reflects the form 

attached hereto as Schedule "A- (the "Dealers Settlement Order~). which reflects the 

terms and agreement set out in these Minutes of Settlement The releases and other 

provisloll8 of the Dealers Settlement Order that are for the benefit of the Dealers shall be 

in a form satisfactory to counsel to the Dealers, acting reasonably. The Class Action 

Plaintiffs shall be free to file these Minutes of Settlement with the Court in support of the 
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motion for the approval of the Notice Program in accordance with paragraph 7, and the 

motion for settlement approval, as well as the related motion for approval of the Minutes 

of Settlement before the United States Bankruptcy Court. 

11. The Dealers agree to take reasonable steps to ensure that the Litigation Trust supports 

the Class.Action Plaintiffs' motion for approval of the Dealers Settlement, provided that 

the Dealers shall not pay anything more than CON $32,500,000 in respect of the 

settlement of the Claims. 

12. The Parties shall use all reasonable efforts to obtain and/or satisfy any court approval, 

order, waiver, certificate, document or agreement, to provide necessary notice to affected 

individua1s, and to fulfill any other condition reasonably necessary for the 

Implementation of a full and final release under the Plan, including but not limited to: 

(a) obtaining any requirements necessary to <X>nstitute the Dealers Settlement as a 

Named Third Party Defendant Settlement and to obtain a Named Thitd Party 

Defendant Release in favour of the Dealers under the Plan; 

(b) obtaining the consent of FTI Consulting Canada Inc., in it.s capacity as Court

appointed Monitor of Sino-Forest, to have the Dealers Settlement approved by 

the Court as a Named Third Party Defendant Settlement with a Named Third 

Party Defendant Releaae and a Named Third Party Defendant Settlement Order 

under the Plan; and 

( c) obtaining all court approvals and/or orders necessary for the.implementation of 

the Dealers Settlement in the Dealers Settlement Order, including notification as 

required by the Rules of Civil Procedu,.e and/or by the Notice Program. 

13. Concurrently with the motion seeking the Dealers Settlement Order, in a joint hearing 

with the United States Bankruptcy Court a recognition order will be sought from the 

United States Bankruptc'f Court granting recognition and enforcement of the Settlement 

Order in the United States which in all material respects reflects the terms set out in the 

form set out in Schedule "BN (the "U.S. Recognition Order"). 

C. Implementation of the Dealers Settlement 

14. The Dealers Settlement will become effective (the "Effeetive Date") when: 
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(a) the Dealers Settlement Order has been obtained and either (i) all appeal rights 

have expired or (ii) the applicable final appellate court has upheld the Settlement 

Order; and 

(b) the U-S. Recognition Order has been obtained and either (i) all appeal rights have 

expired or (ii) the applicable final appellate court bas upheld the U.S. Recognition 

Order. 

15. The settlement amount of CON $32,500,000 shall be paid by the Dealers into an interest 

bearing trust account with a Canadian Schedule 1 bank in Ontario by no later than 21 

days after the date of this agreement. In the event that the Dealers St1ttlement Is not 

implemented for any reason (for example, because the conditions for implementation are 

not satisfied), then CDN $32,500,000, together with accrued interest (the "Class 

Settlement Fund") shall be returned to the Dealers (inclusive oC accrued interest). 

16. The~ Settlement Fund shall be paid to the Class Action Plaintiffs by the Dealers as 

directed by counsel for the Class Action Plaintiffs into an interest bearing trust account 

with a Canadian Schedule 1 bank in Ontario (the "Settlement Trust") within fifteen (15) 

days following the Effective Date. 

17. Upon payment of the Class Settlement Fund to the Class Action Plaintiffi;, the Action 

shall be cfismissed as against the Dealers but without prejudice to the Class Action 

Plaintiffs' right to proceed with the Action or the other Class Actions (as defined in the 

Plan) against the non-settling Defendants in accordance with paragraph 19, below. 

18. 'The Class Settlement Fund repl'l!!lents the full consideration, including monetary 

contribution or payment of any kind, to be paid by the Dealers in full, final and 

complete settlement of the Claims and all Causes of Action (as defined in the Plan) 

against the Dealm, inclusive of damages, costs, interest, legal fees, taxes (inclusive of 

any GST, HST, or any other taxes which may be payable in respect of the Settlement). 

any payments to Claims Funding International, all c:mts associated with the 

distribution of the Claas Settlement Fund, all costs of the Notice Program, all easts 

associated with the administration of the Dealers Settlement and any other monetary 

costs or amounts associated with the Dealers Settlement or otherwise. 
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19. No further proceedings shall be commenced or continued by the Class Action Plaintiffs or 

by their legal counsel on behalf of any other parties or the plaintiffs in the other Class 

Actions (as defined in the Plan) or by anyone else (or their respective legal counsel) 

against the Dealers in respect of any Claims or Causes of Action (as defined in the Plan), 

other than as necessary to complete the Dealers Settlement. 

20. The Class Settlement Fund shall be allocated to the Class in accordance with a Plan of 

Allocation to be proposed by the Class Action Plaintiffs and approved by the Court. No 

allocation from th.e Class Settlement Fund Is to be made to the Litigation Trust. 

21. No person shall claim from the non-settling Defendants in the Action or the other Class 

Actions (as defmed in the Plan) that portion of any damages that corresponds to the 

proportionate share ofliability of the Dea1ers, proven at trial, such that the Dealers are 

not further exposed to the Claims or Causes of Action (as defined in the Plan), by any 

person or entity. 

22. The Class Action Plaintiffs and the plaintiffs in the other Cla.s.s Actions (as defined in the 

Plan) and their counsel agree not to cooperate with any other party in the Action or in the 

other Class Actions Action against the Dealers. However, irrespective of this provision, 

the Class Action Plaintiffs and the plaintiffs in the other Class Actions (as defined in the 

Plan) reserve all rights with respect to the prosecution of the claims remaining against 

the non-settling Defendants. 

23. After the clase of pleadings in the Action, but prior to the commencement of 

examinations forcUscove.iy, Credit Suisse Securities (Canada) Inc., TD Securities Inc., 

Dundee Securities Ltd. and Merrill Lynch Canada Inc. agree to provide the Class Action 

plaintiffs with non-privileged documents and inforJijation relevant to certified common 

Issues relating to BOO Limited and agree to preserve relevant non-privileged documents 

relating to BOO Limited until the conclusion of the Action. 

D. Conditions to Implementation of the Terms of the Dealers Settlement 

24. The implementation of the Dealers Settlement is conditional upon: 

(a) Court approval of the Dealers Settlement as a Named Third Party Defendant 

Settlement under the Plan, with no right to opt-out; 
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(b) Court approval of a release, in a form reasonably satisfuctory to counsel for the 

Dealers, which bars and releases the Dealers from all liability from any and all 

Causes of Action (as defined in the Plan) with respect to the Dealers involvement 

with Sino-Forest, and which constitutes a Named Third Party Defendant Release 

under the Plan. 

25. These Minutes of Settlement may be executed by the Parties or their counsel in one or 

more counterparts, each of which shall be deemed an original, but all of which together 

shall constitute one and the same instrument. Signatures by facsimile or email shall be 

effective as original signatures. 

[INTENTIONALLY LEFI' BLANK] 
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Date: 2.°1Ifi.11'1 

Date:. ____ _ 

Date:Z-Z/J Z,/ If 

36184-2001 1114'5049.6 

- 8 • 

islt:~LLP 
fur the Class Action Plaintiffs 

Cohen Milstein Sellers & Toll PLLC 
Lawyers fur the Class Action Plaintiffs 
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SCHEDULE "A" 
Court File No.: CV-12-9667-ooCL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCW.. LISf 

THE HONOURABLE ) •, TIIE • DAY OF 
MR. JUSTICE MORAWETZ ) • 2015 

) 

IN THE MATIER OFTIIE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C.1985, c. 
C-361 AS AMENI>ED, AND IN THE MATIER OF A PIAN OF COMPRISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

BETWEEN: 

Court File No.: CV-11-431153-ooCP 

ONTARIO 
SUPllRIOR COURT OF JUSTICE 

THE TRUS~ OF THE LABOURERS' PENSION FUND OF cBN'TRALAND EASTERN 
CANADA, nIE TRUSTEES OF THE INTERNATIONAL UNION OF OPERATING 

ENGINEERS LOCAL793 PENSION PIAN FOR OPERATING ENGINEERS IN ONTARIO, 
SJUNDBAP-FONDEN, DAVID GRANT and ROBERT WONG 

Plaintiffs 

- and -

SINO-FORFSI' CORPORATION, ERNST & YOUNG Ll.P, BOO LIMITED (formerly kn.own 
as BOO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W. JUDSON MARTIN, KAI KIT 

POON, DAVID J. HORSLEY, WIIllAM E. ARDELL, JAMES P. BOWLAND, JAMES M.E. 
HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J. WESI', POYRY 

(BEIJING) CONSULTING COMPANY LIMlttD, CREDIT SUISSE SECURITIF.S 
(CANADA), INC., TD SECURITIES INC., DUNDEE SECURITIES CORPORATION, RBC 
DOMINION SECURITIF.S INC., SCOTIA CAPITAL INC., cmc WORLD MARKETS INC., 

MRR.RILL LYNCH CANADA INC., CANACCORD FINANCIAL LTD., MAISON 
PLACEMENTS CANADA INC., CREDIT SUISSE SECURITIES (US.A) LLC and MERRILL 
LYNCH, PIERCE, FENNER l!r SMITH INCORPORATED (successor by merger to Banc of 

America Securities LLC) 

Proceeding under the Class Proceedings.Act, 1992 

Defendants 
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ORDER 

TIIIS 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 

(the• Applicant" or "Sino-Forest", which tenn shall include all affiliate and subsidiary 

corporations or business organizations in whatever form and all their predecessor and successor 

corporations or business organizations in whatever form) in the Ontario Superior Court of 

Justice, bearing (Toronto) Court File No, CV-11-431153-ooCP (the "Ontario Plaintiffs" and the 

•Action•, respectively) in their own and proposed representative capacities, for an order 

giving effect to the Dealers Release and the Dealers Settlement, and as provided for in section 

11.2 of the Plan of Compromise and Reorganization of the Applicant under the Companies' 

Creditors Arrangement Act (•CCAA") dated December 3, 2012 (the •plan"), such Plan having 

been approved by this Honourable Court by Order dated December 10, 2012 {the "Sanction 

Order"), was heard on •· 2015, at the Court House, 393 University Avenue, Toronto, Ontario; 

WHEREAS the Ontario Plaintiffs and Credit Suisse Securities (Canada) Inc., TD 

Securities Inc., Dundee Securities Ltd., RBC Dominion Securities Inc., Scotia Capital Inc., CIBC 

World Markets Inc., Merrill Lynch Canada Inc., Canaccord Financial Ltd. (now known as 

Canaccord Genuity Corp.), Mai.son Placements Canada Inc., Credit Suisse Securities (USA) LLC 

and Merrill Lynch, Pierce, Fenner & Smith Incorporated, successor by merger to Banc of 

America Securities LLC (the "Dealers", as more particularly defined in .Appendix •A") entered 

into Minutes of Settlement dated December 22, 20.14; 

AND WHERBA8 this Honourable Court issued the Sanction Order approving the 

Plan containing the framework and providing for the implementation of a Named Third 

Party Defendant Settlement and a Named Third Party Defe11dant Release pursuant to 

Section 11.2 of the Plan; 

AND WBBRBA8 the Dealers are Named Third Party Defendants pursuant to the Plan; 

AND WHEREAS the Ontario Plaintiffs and the DealerS wish to effect a settlement 

pursuant to section 11.2 of the Plan; 
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AND WHEREAS this Honourable Court approved the form of notice to Securities 

Claimants and others of this Motion, and the plan for distribution of such notice to 

Securities Claimants and others potentially affected by the relief sought therein (the "Notice 

Program") by Order dated a, 2015 (the "Notice Order"); 

AND ON READING the materials filed and on hearing the submissions of counsel; 

Notice and Definitions 

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

have the meanings attributed to those terms in Appendix •A". 

2. 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 Perso~ shall be and are hereby forever barred from objecting to the Dealers 

Settlement and the Dealers Release. 

Representation 

3. THIS COURT ORDERS that the Ontario Plaintiffs are hereby recognized and 

appointed as representatives on behalf of the Securities Claimants in these insolvency 
proceedings in respect of the Applicant (the "CCAA Proceedings"} and in the Action, 

including for the purposes of and as contemplated by section 11.2 of the Plan, and 

more particularly the Dealers Settlement and the Dealers Rt1lease. 

4. THIS COURT ORDERS that Koskie Minsky LLP, Siskinds LLP and Paliare Rola11d 

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 11.2 of the Plan, and more particularly the Dealers Settlement and the Dealers 

Release ("CCAA Representative Counsel"). 

5. 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 
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authorized to negotiate and support the Plan on behalf of the Securities Claimants, to 

negotiate the Dealers Settlement, to bring this motion before this Honourable Court to 

approve the Dealers Settlement and the Dealers Release and to take any other necessary 

steps to effectuate and implement the Dealers Settlement and the Dealers Release, 

including bringing this Motion and any other necessary motion before the court, and as 

contemplated by section 11.2 of the Plan. 

Compliance with Section 11.2 of the Plan 

6. THIS COURT ORDERS that this Order (the "the Dealers Settlement Order") is a 

Named Third Party Defendant Settlement Order for the purpoae of and as 

contemplated by Section 11.2 of the Plan. 

7. 11118 COUR.T ORDERS that the Dealers Settlement is a Named Third Party Defendant 

Settlement for the purpose of and as contemplated by Section 11.2 of the Plan. 

8. '11118 COURT ORDERS that the Dealers Release is a Named Third Party Defendant 

Release for the purpose of and as contemplated by Section u.2 of the Plan. 

Approval of the Settlement Be Release 

9. TillS COURT ORDERS that the Dealers Settlement and the Dealers Release are fair 
and reasonable in all the circumstances and for the purposes of the proceedings under 

both the CCAA. and the Class Proceedings Act, 199a. 

10. THIS COURT ORDERS that the De.aler!l Settlement and the Dealers Release be and 

hereby arc approved for all purposes and as contemplated by section u.2 of the Plan and 

paragraph 41 of the Sanction Order and shall be lmplemented in accordance with their 

terms, this Order, the Plan and the Sanction Order. 

l l. 11118 COURT ORDERS that this Order, the Dealers Settlement and the Dealers 

Release are binding upon each and every Person or entity having a DealeIS Claim against 

the Dealers, including those Persons who are under disability, and any requirements of 

rules 7.04(1) and 7.08(4) of the Rules of Civil Procedures are dispensed with. 
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Release and Discharge 

12. THIS COURT ORDERS that upon satisfaction of all the conditions specified in section 

11.2(b) of the Plan, the Monitor shall deliver to the Dealers the Monitor's Dealers 

Settlement Certificate substantially in the form attached hereto as Appendix "B". The 

Monitor shall thereafter file the Monitor's Dealers Settlement Certificate with the Court. 

13. THIS COURT ORDERS that pursuant to the provisions of section 11.2(c) of the Plan, 

on the Dealers Settlement Date: 

(a) any and all of the Dealers Claims shall be fully, finally, irrevocably and forever 

compromised, released, discharged, cancelled, barred and deemed satisfied and 

extinguished as against the Dealers in accordance with section 11.2(c) of the Plan; 

(b) the Dealers Release shall be binding according to its terms on any Person; 

(c) section 7.3 of the Plan shall apply to the Dealers and the Dealers Claims mutatts 

mutcmdis; 

(d) none of the parties in the Action or other Class Actions or any other actions in 

which the Dealers Claims have been or could have been asserted shall be 

permitted to claim from any of the other defendants that portion of any damages, 

restitutionai:y award or disgorgement of profits that corresponds with the liability 

of the Dealers proven at trial or otherwise as may be agreed, that is subject of the 

Dealers Settlement ("the Dealers Proportionate liability"); and 

( e) the Action shall be dismissed against the Dealers. 

14. TIUS COURT ORDERS that nothing in this order shall fetter the discretion of any 

court to determine the Dealers Proportionate liability at the trial or other disposition 

of an action (including the Action or the other Class Actions), whether or not the 

Dealers appears at the trial or other disposition and the Dealers Proportionate 

Liability shall be determined as if the Dealers were a party to the action and any 

determination by a court in respect of the Dealers Proportionate Liability shall only 

apply in that action or actions to the proportionate liability of the remaining 

defendants in those proceedings and shall not be binding on the Dealers for any 

purpose whatsoever and shall not constitute a finding against the Dealers for any 

purpose in any other proceeding. 
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Use of the Settlement Fund 

15. TIUS COURT ORDERS that, save and except for the payment oflegal fees, 

disbursements, administrative expenses and t.axes approved by this Court, the Class 

Settlement Fund shall be held by the Ontario Plaintiffs in the Settlement Trust untU such 

later date that tb.e Ontario Plaintiffs have a Plan of Allocation approved by this Court 

whereby those funds will be distributed to Securities Claimants. Any process for 

allocation and distribution will be established by CCAA Representative Counsel and 

approved by further order of this Court {the "Claims and Distnbution Protocor). The 

Plan of Allocation shall allocate CDN $22,soo,ooo of the Class Settlement Fund to share 

purchasers and CDN $10,000,000 to note purchasers, with accrued interest divided 

among share and note purchasers on a pro rata basis. 

16. THIS COURT ORDBRS that notwithstanding paragraph l5 above, the following 

Securities Claimants shall not be entitled to any allocation or distribution of the Class 

Settlement Fund: the litigation Trust, any Person or entity that is a named defendant to 

any of the Class .Actions, their past and present subsidiaries, affiliates, officers, directors, 

senior employees, partners, legal representatives, heirs, predecessors, successors and 

assigns, and any indi'\'idual who is a member of the immediate family of the following 

Persons: Allen T.Y. Chan a.k.a. Talc 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 Sirnon 

Yeung. For greater certainty, the Dealers Release shall apply to the Securities Claimants 

descrfbed above. 

Recognition, Enforcement and Further Assistance 

17. TIIIS COURT ORDERS that this Court shall retain an ongoing supervisory role for the 

purposes of implementing, adnllnistering and enforcing the Dealers Settlement and the 

Dealers Release and matters related to the Settlement Trust including any disputes about 

the allocation of the Class Settlement Fund from the Settlement Trust. Any disputes 

arising with respect to the performance or effect of, or any other aspect of, the Dealers 

Settlement and the Dealers Release shall be determined by this Court, and that, except 

with leave of this 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 
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performance or effect of, or any other aspect of the Dealers Settlement and the Dealers 

Release. 

18. TIIlS COURT ORDBRS that each of the Applicant, the Monitor, CCAA Representative 

Counsel and the Dealers shall be at liberty and is hereby authorized and empowered to 

apply to any court, tribunal, regulatoiy or administrative body, wherever located, for the 

recognition of this order, or any further order as may be contemplated by Section 11.2 of 

the Plan or be otherwise required, and or assistance in carrying out the terms of such 

orders. Any actions previously taken in accordance with this paragraph 18 are hereby 

ratified by this Court. 

19. TIIIS COURT HER.EBY REQUESTS the aid and rec<>gnition 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 the Dealers 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, the CCAA Representative 

Counsel and the Dealers as may be necessary or desirable to give effect to this order, 

to grant representative status to the Applicant, the Monitor, the CCAA Representative 

Counsel and the Dealers in any foreign proceeding, or to assist the Applicant, the 

Monitor, the CCAA Representative Counsel and the Dealers and their respective 

agents in carrying out the terms of this Order. 
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APPENDIX"A" 
DEFINED TERMS 

"Action" means the Ontario Superior Court of Justice action bearing Toronto court file number 
CV-11-431153-ooCP. 

"Causes of Action" has the meaning ascn'bed to it in the Plan. 

"CCA:A" means the Companies' Creditors Arrangement Act, RSC, 1985, c. C-g6. 

"Claims" has the meaning ascnDed to it in the Minute8 of Settlement. 

"Uass Actions" has the meaning ascribed to it in the Plan. 

"Class Settlement Fund" has the meaning ascribed to it in the Dealers Settlement. 

"Dealers" means Credit Suisse Securities (Canada) Inc., TD Securities Inc., Dundee Securities 
Ltd., RBC Dominion Securities Inc., Scotia Capital Inc., CIBC World Markets Inc., Merrill Lynch 
Canada Inc., Canaccord Financial Ltd. (now known as Canaccord Genuity Corp.), Maison 
Placements Canada Inc., Credit Suisse Securities (USA) U.C and Merrill Lynch, Pierce, Fenner & 
Smith Ineorporated, successor by merger to Banc of America Securities U.C. "Dealers" includes 
all parent, affiliate and sub.sidiary corporations or business organizations in whatever form and 
all their predecessor and successor corporations or business ortanizations in whatever form. 

"Dealers Claims" means any and all demands, Claims, actions, Causes of Action (as defined in 
the Plan), counterclaims, cross claims, suits, debts, sums of money, accounts, covenants, 
damages, judgments, orders, including injunctive relief or specific performance and compliance 
orders, expenses, executions, Encumbrances (as defined in the Plan), and other amounts sought 
to be rocovered on accol.Ult of any claim, indebtedness, liability, obligation, demand or cause of 
action of whatever nature that any Person (as defined in the Plan), Including any Person (as 
defined in the Plan) who may have a claim for contn"bution and/or indemnity against or from 
them, and including without limitation, all present and former officers or Directors of Sino
Forest, Newco(as defined in the Plan), Newco II (as defined in the Plan), Ernst &Young (as 
defined in the Plan), BOO Ltd., Poyey (Beijing) Consulting Company Limited (and its affiliates), 
the Noteltolders (as defined in the Plan), any past, present or future holder of any direct or 
indirect equity interest in the SFC Companies (as defined in the Plan), any past, present or future 
direct or indirect security holder of the SFC Companies (as defined in the Plan), any indirect or 
direct: security holder ofNewco (as defined in the Plan) or Newco II (as defined in the Plan), the 
Trustees {as defined in the Plan), the Transfer Agent (as defined in the Plan), the Monitor (as 
defined in the Plan), and each and every present and former affiliate, partner, director, officer, 
associate, employee, servant, agent, contractor, insurer, heir and/or assign of each of the 
foregoing who may or could (at any time, past, present or future) be entitled to assert against the 
Dealers, and each and every present and former partner, director, officer, associate, employee, 
servant, agent, advisor, consultant contractor, insurer, heir and/or assign of each of Dealers, 
whether known or unknown, matured or unmatured, direct or derivative, foreseen or unforeseen, 
suspected or unsuspected, contingent, existing or hereafter arising, based on whole or in part on 
any act or omission, transaction, conduct, dealing or other occurrence existing or taking place on, 
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prior to or after the date of this Release, relating to or arising out of or in connection with the SFC 
Companies (as defined by the Plan), the SFC Business (as defined by the Plan) and any and all 
other acts and omissions of the Dealers relating to the SFC Companies (as defined by the Plan) or 
the SFC Business (as defined by the Plan). Dealers Claims include, v.ithout limitation: 

1. All Claims or Causes of Action (as defined in the Plan) arising from any acts or 
omissions of the Dealers, including in respect of, but not limited to any statutory or 
common law duties they may have owed, in connection with any share offering, debt 
offering or other offering. or any secondary market or other sale or trading of 
Securities and any statement in any of Sino-Forest's disclosure, including without 
limitation any document released to the public or filed on SEDAR; 

2. All Claims or Causes of Action (as defined by the Plan) advanced or which could 
have been advanced in any or all of the Cla.'IS Actions (as defined by the Plan), including 
any and all claims of fraud; 

3. .All Claims or Causes of Action (as defined by the Plan) advanced or which could 
have been advanced in any or all actiorul commenced in all jurisdictions as of the date of 
this Release; 

4 All Noteholder Claims (as defined by the Plan), Litigation Trust Claims (as 
defined by tPe Plan), or any Claim by or on behalf of Sino-Forest or the SFC 
Companies (as defined in the Plan) or present, former or future holders of Securitil'!S 
of Sino-Forest regardless of who asserts such claims; and 

s. All Claims or Causes of Action (as defined by the Plan) advanced or which could 
have been advanced by all present and former directors, officers or employees of Sino
Forest, and any and all agents, representatives, consultants, advisors, auditors or 
counsel to Sino-Forest, including for contribution, indemnity, damages, equitable relief 
or other monetary recovery. 

"Dealers Release" means the Named Third Party Defendant Release descnbed at section 
11.2(c) of the Plan as applied to the Dealers Claims. 

"Dealers Settlement" means the settlement as reflected in the Minutes of Settlement 
e.xecuted on December 22, 2014 between the Dealers and the Ontario Plaintiffs. 

"Dealers Settlement Date" means the date that the Monitor's Dealers Settlement Certificate 
is delivered to the Dealers. 

"Eligible Third Party Defendant" has the meaning ascribed to it in the Plan. 

"Monitor's Dealers Settlement Certificate" is the Monitor's Named Third Party 
Certificate contemplated at section 11.2(b) of the Plan, applicable and with respect to the 
Dealers Settlement. 

J6l84-200l l&4SS04!M 
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"Monitor's Named Third Party Settlement Certificate'' has the meaning ascribed to it in 
the Plan. 

"Named ntlrd Party Defendant" has the meaning ascribed to it in the Plan. 

"Named 1hird Party Defendant Settlement" has the meaning ascribed to it in the Plan. 

"Named Third Party Defendant Settlement Order" has the mearting ascribed to it in 
the Plan. 

"Named 1hird Party Defendant Releruie" has the meaning ascribed to it in the Plan. 

"Person" has the meaning ascribed to it in the Plan. 

"Securities" means common shares, notes or other securities defined in the Securities Act, RSO 
1990, c. S.5, as amended, or that are securltie$ at law. 

"Securities Claimants" means all Person and entities, wherever they may reside, who 
acquired any Securities of Sino--Forest including Securities acquired in the primary, secondary, 
and over-the-oounter markets. 

"Settlement Trust" has the meaning ascribed to it in the Dealers Settlement 

)618+2001 !84SS049.6 
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AlTENDIX "B" 
MONITOR'S DEALERS SETILEMENTCERTIFICATE 

Court F'tle No. CV-12-<)667-ooCL 

ONTARIO 
SUPERlOR COURT OF JUSflCE 

COMMERCIAL LIST 

IN THE MATIER OFTI:IE COMPANIFS' CREDITORS ARRANGEMENT .ACT, R.S.C. 1985, c. 
C-36,ASAMENDRD,AND INTIIEMATI'EROF A PLAN OF COMPRISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

BETWEEN: 

Court File No.; CV-11-431153-ooCP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

THE TRUSTf.F..S 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 ONIARIO, 
SJUNDEAP-FONDEN, DAVID GRANT and ROBERT WONG 

Plaintiffs 

- and -

SINO-FOREST CORPORATION, ERN5r & YOUNG Ll.P, BDO UMITED (formerly known 
as BDO MCCABE LO LIMITED), ALLENT.Y. CHAN, W. JUDSON MARTIN, KAI KIT 

POON, DAVID J. TIIB DEAI.ERS, WILLIAM E. ARDELL, JAMI!.S P. BOWLAND, JAMI!.S M.E. 
HYDE, ED~ MAK, SIMON MURRAY, PETER WANG, GARRY J. WE'ST, POYRY 

(BEIJING) CONSULTING COMPANY IJMITED, CREDIT SUlSSE SECURITIES 
(CANADA), INC., TD SECURITIFS INC., DUNDEE SECURITIES CORPORATION, RBC 
DOMINION SECURITIF.S INC., SCOTIA CAPITAL INC., CIBC WORLD MARKETS INC., 

MERRILL LYNCH CANADA INC., CANACCORD FINANCIAL LTD., MAISON 
PLACEMENTS CANADA INC., CREDIT SUISSE SECURITIBS (USA) LLC and MERRILL 
LYNCH, PIERCE, FENNER & SMITH INCORPORATED (successor by merger to Banc of 

America Securities ILC) 

Proceeding under the Class Proceedmgs.Act, 1992 

Defendants 
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All capitalized, terms not otherwise defined herein shall have the meanings ascribed to 

them in the Order of the Court dated• (the "Dealers Settlement Order") which, among other 

things, approved the Dealers Settlement and the Dealers Release. 

Pursuant to section 11.2 of the Plan and paragraph • of the Dealer$ Settlement Order, 

Fil Consulting Canada Inc. (the •Monitor") in its capacity as Court-appointed MonitorofSFC 

delivers to the Dealers this certificate and hereby certifies that: 

(a) each of the parties to the Dealers Settlement has confirmed that all conditions 

precedentthexeto have been satisfied or waived; 

(b) all settlement funds have been paid and received; and 

( c) immediately upon the delivery of this Monitor's Dealers Settlement Certificate, 

the Dealers Release will be in full force and effect in accordance with the Plan. 

DATED at Toronto this• day of• 2015 

16114-2001 114SSQ49.6 

F'I1 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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SCHEDULE "B" 
[form of U.S. Recognition Order) 
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THIS IS EXHIBIT "B" REFERRED TO IN THE 

AFFIDAVTTOFCHARLESM. WRIGHT 

SWORN BEFORE ME, THIS JJ1w DAY OF APRIL, 2015 

0.8 i 



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

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND EASTERN 
CANADA, THE 1RUSTEES OF THE INTERNATIONAL UNION OF OPERA TING 

ENGINEERS LOCAL 793 PENSION PLAN FOR OPERA TING ENGINEERS IN ONT ARIO, 
SJUNDE AP-FONDEN, DAVID GRANT, eed ROBERT WONG, DA VIS NEW YORK 

VENTIJRE FUND. INC. and DA VIS SELECTED ADVISERS, L.P. 
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, PQYRY 

(BBIJJNG) CC»tSULID1G COMW~N 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., CAN ACCORD FINANCIAL LTD., MAISON 

PLACEMENTS CANADA INC., CREDIT SUISSE SECURITIES (USA) LLC and MERRILL 
LYNCH, PIERCE, FENNER & SMITH IN CORPORA TED (successor by merger to Banc of 

America Securities LLC) 

1021425vl 

Proceeding under the Class Proceedings Act, 1992 

SECOND FRESH AS AMENDED STATEMENT OF CLAIM 

(NOTICE OF ACTION ISSUED JULY 20, 2011) 

Defendants 
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TO: Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON LSB 3C3 

AND TO: David Horsley 
Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: Allen Chan 
Sino-Forest Corporation 
1208-90 Bumhamthorpe Rd W 
Mississauga, ON LSB 3C3 

AND TO: William Ardell 
Sino-Forest Corporation 
1208-90 Bumhamthorpe Rd W 
Mississauga, ON LSB 3C3 

AND TO: James Bowland 
Sino-Forest Corporation 
1208-90 Bumhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: James Hyde 
Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: Edmund Mak 
Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: W. Judson Martin 
Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: Simon Murray 
Sino-Forest Corporation 
1208-90 Bumhamthorpe Rd W 
Mississauga, ON L5B 3C3 
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AND TO: Kai Kit Poon 
Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: Peter Wang 
Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: Garry West 
Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: Ernst & Young LLP 
222 Bay Street 
Toronto, ON MSK IJ7 

AND TO: BDO Limited 
25th Floor, Wing On Centre 
111 Connaught Road Central 
Hong Kong, China 

3 

AND T01 Piiyry EJleijieg) CeesuHing Cempeny Limitetl 
2208 221() Cleud 9 Plaza 
Ne. 1118 West Yaa'an Read 
Shtmghai 200952 
PR CHINA 

AND TO: Credit Suisse Securities (Canada), Inc. 
l First Canadian Place 
100 King Street West, Suite 2900 
Toronto, Ontario M5X 1C9 

AND TO: TD Securities Inc. 
66 Wellington Street West 
P.O. Box l, ID Bank Tower 
Toronto, Ontario MSK 1A2 

AND TO: Dundee Securities Corporation 
I Adelaide Street East 
Toronto, ON MSC 2V9 
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AND TO: RBC Dominion Securities Inc. 
155 Wellington Street West, 17th Floor 
Toronto, Ontario M5V 3K7 

AND TO: Scotia Capital Inc. 
40 King Street West, Scotia Plaza 
P.O. Box 4085, Station A 
Toronto, Ontario MSW 2X6 

AND TO: CIBC World Markets Inc. 
161 Bay Street, Brookfield Place 
P.O. Box500 
Toronto, Ontario MSJ 2S8 

AND TO: Merrill Lynch Canada Inc. 
BCE Place, Wellington Tower 
181 Bay Street, 4th and 5th Floors 
Toronto, Ontario M5J 2V8 

AND TO: Canaccord Financial Ltd. 
161 Bay Street, Suite 2900 
P.O. Box 516 
Toronto, Ontario M5J 2SI 

AND TO: Maison Placements Canada Inc. 
130 Adelaide Street West, Suite 906 
Toronto, Ontario MSH 3P5 

AND TO: Credit Suisse Securities (USA) LLC 
Eleven Madison Avenue 
New York, NY 10010 

AND TO: Merrill Lynch, Pierce, Fenner & Smith Incorporated 
100 N. Tryon St., Ste. 220 
Charlotte, NC 28255 

1021425vl 

085 



TABLE OF CONTENTS 

I. Defined Tenns .................................................................................................................... .3 

II. Claim .................................................................................................................................. 1 I 

III. Overview ............................................................................................................................ 13 

IV. The Parties ......................................................................................................................... I 8 

A. The Plaintiffs .......................................................................................................... 18 

B. The Defendants ...................................................................................................... 20 

V. The Offerings .................................................................................................................... .31 

VI. The Misrepresentations ..................................................................................................... .39 

A. Misrepresentations relating to Sino 's History and Fraudulent Origins ............... .40 

(i) Sino Overstates the Value of, and the Revenues Generated by, the Leizhou 
Joint Venture ......................................................................................................... 40 

(ii) Sino's Fictitious Investment in SIXT ......................................................... 44 

(iii) Sino's Materially Deficient and Misleading Class Period Disclosures 
regarding Sino's History ....................................................................................... 49 

B. Misrepresentations relating to Sino 's Forestry Assets .......................................... 51 

(i) Sino Overstates its Yunnan Forestry Assets ................................................ 51 

(ii) Sino Overstates its Suriname Forestry Assets; Alternatively, Sino fails to 
Disclose the Material Fact that its Suriname Forestry Assets are contrary to the 
Laws of Suriname ................................................................................................. 52 

(iii) Sino overstates its Jiangxi Forestry Assets ................................................ 55 

C. Misrepresentations relating to Sino 's Related Party Transactions ......... .............. 59 

(i) Related Party Transactions Generally .......................................................... 59 

(ii) Sino fails to disclose that Zhonggan was a Related Party ........................... 59 

(iii) Sino fails to disclose that Homix was a Related Party ............................... 60 

(iv) Sino fails to disclose that Yunan Shunxuan was a Related Party .............. 62 

(v) Sino fails to disclose that Yuda Wood was a Related Party ........................ 62 

102142Svl 

086 



2 

(vi) Sino fails to Disclose that Major Suppliers were Related Parties ............... 63 

D. Misrepresentations relating to Sino 's Relations with Forestry Bureaus and its 
Purported Title to Forestry Assets in the PRC .................................................................. 64 

E. Misrepresentations relating to Sino 's Relationships with its Als .......................... 70 

(i) Sino Misrepresents the Degree of its Reliance on its Ais ............................ 70 

(ii) Sino Misrepresents the Tax-related Risks Arising from its use of Als ....... 71 

(iii) Sino Misrepresents its Accounting Treatment of its Ais ........................... 76 

F. Misrepresentations relating to Sino 's Cash Flow Statements ............................... 77 

G. Misrepresentations relating to Certain Risks to which Sino was exposed ............ 78 

(i) Sino is conducting "business activities" in China ........................................ 78 

(ii) Sino fails to disclose that no proceeds were paid to it by its Ais ................ 79 

H Misrepresentations relating to Sino 's GAAP Compliance and the Auditors' GAAS 
Compliance ........................................................................................................................ 81 

(i) Sino, Chan and Horsley misrepresent that Sino complied with GAAP ....... 81 

(ii) E&Y and BDO misrepresent that Sino complied with GAAP and that they 
complied with GAAS ............................................................................................ 87 

(iii) The Market Relied on Sino's Purported GAAP-compliance and E&Y's and 
BDO's purported GAAS-compliance in Sino's Financial Reporting ................... 89 

VII. Chan's and Horsley's False Certifications ......................................................................... 90 

VIII. The Truth Is Revealed ........................................................................................................ 91 

IX. Sino Rewards Its Experts ................................................................................................. 105 

X. The Defendants' Relationship to the Class ...................................................................... 106 

XI. The Plaintiffs' Causes of Action ...................................................................................... 109 

A. Negligent Misrepresentation ................................................................................ 109 

B. Statutory Claims, Negligence, Unjust Enrichment and Conspiracy ................... .112 

(i) Statutory Liability- Secondary Market under the Securities Legislation .. 112 

(ii) Statutory Liability- Primary Market for Sino's Shares under the Securities 
Legislation ........................................................................................................... 113 

1021425vl 



3 

(iii) Statutory Liability- Primary Market for Sino's Notes under the Securities 
Legislation ........................................................................................................... 113 

(iv) Negligence Simpliciter - Primary Market for Sino's Securities .............. 114 

(v) Unjust Enrichment of Chan, Martin, Poon, Horsley, Mak and Murray .... 120 

(vi) Unjust Enrichment of Sino ....................................................................... 120 

(vi) Unjust Enrichment of the Underwriters ................................................... 121 

(vii) Conspiracy .............................................................................................. 124 

XII. The Relationship between Sino's Disclosures and the Price ofSino's Securities ........... 128 

XIII. Vicarious Liability ........................................................................................................... 129 

A. Sino and the Individual Defendants .................................................................... .129 

B. E&Y ...................................................................................................................... 130 

C. BD0 ..................................................................................................................... 130 

E. The Underwriters ................................................................................................ . 131 

XIV. Real and Substantial Connection with Ontario ................................................................ 131 

XV. Service Outside of Ontario ............................................................................................... 132 

XVI. Relevant Legislation, Place of Trial, Jury Trial and Headings ....................................... .132 

I. DEFINED TERMS 

1. 1n this Statement of Claim, in addition to the terms that are defined elsewhere herein, the 

following terms have the following meanings: 

(a) "AI" means Authorized Intermediary; 

(b) "AIF" means Annual Information Form; 

( c) "Ardell" means the defendant William E. Ardell; 

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

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

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

(g) "BVI" means British Virgin Islands; 

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

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

amended; 

(j) "Chan" means the defendant Allen T.Y. Chan also known as "Tak Yuen Chan"; 

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

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

(m) "Class" and "Class Members" ~: 

102142Svl 

(i) all persons and entities, wherever they may reside, who acquired Sino's 

Securities during the Class Period lly distrillmieH iH Caoada er on the 

Toronto Stock Exchange or other secondary market in Canada, which 

includes securities acquired over-the-counter, and all persons and entities 

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

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

acquired Sino's Securities outside of Canada, except: those oersons 

resident or domiciled in the Province of Quebec at the time they acquired 

Sino's Securities. and who are not precluded from participating in a class 

action by virtue of Article 999 of the Quebec Code of Civil Procedure. 

RSO. c C-25. and except the Excluded Persons; and 

(ii) all persons and entities. wherever they may reside, who acquired Sino's 

Securities during the Class Period by distribution in Canada in an 

Offering. or are resident of Canada or were resident of Canada at the time 
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of acquisition and acquired Sino's Securities by offering outside of 

Canada. except the Excluded Persons; 

(n) "Class Period" means the period from and including March 19, 2007 to and 

including June 2, 2011; 

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

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

amended; 

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

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

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

the Underwriters; 

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

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

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

December 11, 2009; 

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

December IO, 2009, which Sino filed on SEDAR on December 11, 2009; 

(v) "DSA" means DNYVF and DSALP; 

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

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

(y) "Excluded Persons" 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; 

102142Svl 
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(z) "Final Report" means the report of the IC, as that term is defined in paragraph IO 

hereof; 

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

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

(cc) "Horsley" means the defendant David J. Horsley; 

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

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

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

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

Statements (filed on SEDAR on March 19, 2007), 2006 AIF (:filed on SEDAR on 

March 30, 2007), 2006 Annual MD&A (filed on SEDAR on March I9, 2007), 

Management Information Circular dated April 27, 2007 (filed on SEDAR on May 

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

Financial Statements (filed on SEDAR on May 14, 2007), June 2007 

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

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

(filed on SEDAR on November I2, 2007), Q3 2007 Financial Statements (filed 

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

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

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

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

Management Information Circular dated April 28, 2008 (filed on SEDAR on May 

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

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

Memorandum, Q2 2008 MD&A (filed on SEDAR on August I2, 2008), Q2 

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

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

(filed on SEDAR on November 13, 2008), 2008 Annual Consolidated Financial 
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Statements (filed on SEDAR on March 16, 2009), 2008 Annual MD&A (filed on 

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

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

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

4, 2009), QI 2009 MD&A (filed on SEDAR on May 11, 2009), QI 2009 

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

Prospectus, June 2009 Offering Memorandum, Q2 2009 MD&A (filed on 

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

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

Q3 2009 Financial Statements (filed on SEDAR on November 12, 2009), 

December 2009 Prospectus, December 2009 Offering Memorandum, 2009 

Annual MD&A (filed on SEDAR on March 16, 2010), 2009 Audited Annual 

Financial Statements (filed on SEDAR on March 16, 2010), 2009 AIF (filed on 

SEDAR on March 31, 2010), Management Information Circular dated May 4, 

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

May 12, 2010), QI 2010 Financial Statements (filed on SEDAR on May 12, 

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

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

Offering Memorandum, Q3 2010 MD&A (filed on SEDAR on November 10, 

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

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

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

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

on SEDAR on May 10, 2011); 

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

Bowland, Hyde, Mak, Murray, Wang, and West, collectively; 

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

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

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

report on July 25, 2008; 
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(hh) "June 2007 Prospectus" means Sino's Short Form Prospectus, dated June 5, 

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

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

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

Guaranteed Senior Notes due 2011 for new 10.25% Guaranteed Senior Notes due 

2014 which Sino filed on SEDAR as a schedule to a material change report on 

June 25, 2009; 

(jj) "June 2009 Prospectus" means Sino's Final Short Fonn Prospectus, dated June 

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

(kk) "Maison" means the defendant Maison Placements Canada Inc.; 

(II) "Martin" means the defendant W. Judson Martin; 

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

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

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

(pp) "Muddy Waters" means Muddy Waters LLC; 

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

(rr) "Notes" means, collectively, Sino's 5% Convertible Senior Notes due 2013, 

10.25% Guaranteed Senior Notes due 2014, 4.25% Convertible Senior Notes due 

2016 and 6.25% Guaranteed Senior Notes due 2017; 

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

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

Guaranteed Senior Notes due 2017; 

(tt) "Offering" or "Offerin~" means the primary distributions of Sino's Securities 

that occurred during the Class Period including the public offerings of Sino's 
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common shares pursuant to the June 2007, June 2009 and December 2009 

Prospectuses, as well as the offerings of Sino's notes pursuant to the July 2008, 

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

collectively; 

(uu) "OSA" means the Securities Act, RSO 1990 c S.5, as amended; 

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

(ww) "Plaintiffs" means the plaintiffs, the Trustees of the 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 C. Grant 

("Grant"), t!Hd Robert Wong ("Wong"), Davis New York Venture Fund. Inc. 

("DNYVF"l and Davis Selected Advisers. L.P. ("DSALP"l, collectively; 

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

(yy) P&yry" lfteaftS lhe defeftdaiH, Peyry (Beijiag) CellS1:1laBg Ce:IBJl!lfl:Y Limited; 

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

(aaa) "Representation" means the statement that Sino's financial statements complied 

withGAAP; 

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

(ccc) "Scotia" means the defendant Scotia Capital Inc.; 

(ddd) "Second Report" means the Second Interim Report of the IC, as that tenn is 

defined in paragraph 10 hereof; 

(eee) "Securities" means Sino's common shares, ft0teS Notes or other securities, as 

defined in the OSA; 
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(fff) "Securities Legislation" means, collectively, the OSA, the Securities Act, RSA 

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

Securities Act, CCSM c S50, as amended; the Securities Act, SNB 2004, c S-5.5, 

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

Act, SNWT 2008, c 10, as amended; the Securities Act, RSNS 1989, c 418, as 

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

RSPEI 1988, c S-3.l, as amended; the Securities Act, RSQ c V-1.1, as amended; 

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

Act, SY 2007, c 16, as amended; 

(ggg) "SEDAR" means the system for electronic docwnent analysis and retrieval of the 

Canadian Securities Administrators; 

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

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

collectively; 

(iii) "TD" means the defendant TD Securities Inc.; 

Gjj) "TSX" means the Toronto Stock Exchange; 

(kkk) "Underwriters" means Banc of America, Caoaccord, CIBC, Credit Suisse, 

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

collectively; 

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

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

(nnn) "WFOE" means wholly foreign owned enterprise or an enterprise established in 

China in accordance with the relevant PRC laws, with capital provided solely by 

foreign investors. 
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II. CLAIM 

2. The Plaintiffs claim: 

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

as representative plaintiffs for the Class, or such other class as may be certified by 

the Court; 

(b) A declaration that the Impugned Doc\.Ullents contained, either explicitly or 

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

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

Legislation; 

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

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

misrepresentations constituted misrepresentations, both at law and within the 

meaning of the Securities Legislation; 

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

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

(e) A declaration that the Underwriters, E&Y and BDO and P-eyry arc each 

vicariously liable for the acts and/or omissions of their respective officers, 

directors, partners and employees; 

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

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

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

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

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

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

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

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

distribution to which the June 2009 Prospectus related, and as against Sino, Chan, 
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Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Peyry, E&Y, Dundee, 

Merrill, Credit Suisse, Scotia and TD, general damages in the swn of 

$330,000,000; 

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

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

Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Peyry, BDO, E&Y, 

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

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

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

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

Sino, Chan, Poon, Horsley, Wang, Martin, Male, Murray, Hyde, Pe;rry, BDO, 

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

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

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

against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, P0)'fY, 

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

million; 

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

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

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

Peyry, BDO, E&Y, Credit Suisse USA and TD, general damages in the sum of 

US~460 million; 

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

Senior Notes due 2017 pursuant to the October 20 I 0 Offering Memorandum, and 

as against Sino, Chan, Poon, Horsley, Wang, Mak, Murray, Hyde, Ardell, E&Y, 

Credit Suisse USA and Banc of America, general damages in the sum of US$600 

million; 
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(n) On behalf of all of the Class Members, and as against Sino, Chan. Poon and 

Horsley, punitive damages, in respect of the conspiracy pied below, in the sum of 

$50 million; 

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

Underwriters were unjustly enriched; 

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

available as against Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the 

Underwriters; 

(q) A deelaratiea that the aets and emissieas ef Sine h&'+'e effeetea a FeS\llt, the 

et!SiReSS 0f affairs ef Sine ha're eeeft e&Friea ea er eeBdtieted in a ffietm.ef, 0f the 

J10WefS ef the direeters ef Siae ha11e beeH eiEereisea in a manaef, that ·is 

0JIJIFeSsi·re ef Wifaifly flfejadieial te ef that uftfaidy disregards the interests ef the 

Plaintiffs aBa the Class Memeers, flllFSllant te s. 24 l efthe CBCA; 

(r) An order directing a reference or giving such other directions as may be necessary 

to determine the issues, if any, not determined at the trial of the common issues; 

(s) Prejudgment and post judgment interest; 

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

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

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

taxes; and 

(u) Such further and other relief as to this Honourable Court may seem just. 

III. OVERVIEW 

3. From the time of its establishment in 1994, Sino has claimed to be a legitimate business 

operating in the commercial forestry industry in the PRC and elsewhere. Throughout that period, 

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

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

appears from the following chart: 

.l ... P<i<> 01 
fHitl'i o..Ol/Jl/ll l\..JI 
........ 14.1652 
lhw•ft/21/11 i.tt 

, ... 

St.t of Class Period 
March 19, 2007 

End of Cius Period 
June 2,2011 

" 

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

Certain of the Individual Defendants sold Sino shares at lofty prices, and thereby reaped millions 

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

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

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

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

Rules, GAAP and the Securities Legislation. 
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6. Sino itself raised in excess of $2.7 billion1 in the capital markets during this period. 

Meanwhile, the Underwriters were paid lucrative underwriting commissions, and BDO and E&Y 

0:11:d P-eyry garnered millions of dollars in fees to bless Sino's reported results and assets. To their 

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

7. As a reporting issuer in Ontario and elsewhere, Sino was required at all material times to 

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

previously, repeatedly misrepresented that Sino's financial statements complied with GAAP. 

This was false. 

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

experience, issued its first research report in relation to Sino, and unveiled the scale of the 

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

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

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

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

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

had a catastrophic effect on Sino's stock price. 

9. On June 1, 2011, prior to the publication of Muddy Waters' report, Sino's common 

shares closed at $18.21. After 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 of71.3% from June 1). 

10. On June 3, 2011, Sino announced that, in response to the allegations of Muddy Waters, 

its board had formed a committee, which Sino then falsely characterized as "independent" (the 
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"Independent Committee" or "IC"), to examine and review the allegations contained in the 

Muddy Waters! report of June 2, 2011. The initial members of the IC were the Defendants 

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

assist it in the fulfillment of its mandate. 

11. On August 26, 2011, the OSC issued a cease-trade order in respect of Sino's securities, 

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

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

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

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

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

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

perpetuate a fraud. 

12. On November 13, 2011, the IC released the Second Report. Therein, the IC revealed, 

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

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

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

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

transaction, and [which] could present an obstacle to future repatriation of sales proceeds, and 

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

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

proof of title to the vast majority of its purported holdings of standing timber; (6) Sino's 

"transaction volumes with a number of Al and Suppliers do not match the revenue reported by 

such Suppliers in their SAIC filing"; (7) "[n]one of the BVI timber purchase contracts have as 
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attachments either (i) Plantation Rights Certificates from either the Counterparty or original 

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

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

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

forestry bureaus and forestry bureau officials." 

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

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

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

plausible answers to, key allegations made by Muddy Waters: 

This Final Report of the IC sets out the activities undertaken by the IC since mid
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which it 
is seeking lies with non-compellable third parties, may not exist or is apparently 
not retrievable from the records of the Company. 

[ ... ] 

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

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

auditors and the Underwriters, Sino raised billions of dollars from investors on the false premise 

that they were investing in a well managed, ethical and GAAP-compliant corporation. They 
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were not. Accordingly, this action is brought to recover the Class Members' losses from those 

who caused them: the Defendants. 

IV. THE PARTIES 

A. The Plaintiffs 

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

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

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

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

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

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

The plan is registered under the Perzsion Bene.fits Act, RSO 1990, c P.8 and the Income Tax Act, 

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

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

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

to which that Prospectus related. 

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

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

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

negotiated, collectively-bargained defined benefit pension plan established on November 1, 1973 

and CmTently has approximately $1.5 billion in assets, over 9,000 members and pensioners and 

beneficiaries. The fund is governed by a board of trustees representing members of the plan. The 

plan is registered under the Perzsion Bene.fits Act, RSO 1990, c P.8 and the Income Tax Act, RSC 

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

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

$15.3 billion in assets under management. Funds managed by AP7 purchased Sino's common 

shares over the TSX during the Class Period and continued to hold those common shares at the 

end of the Class Period. 

18. Grant is an individual residing in Calgary, Alberta. He purchased 100 of the Sino 6.25% 

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

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

continued to hold those Notes at the end of the Class Period. 

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

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

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

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

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

20. DSALP is an asset management firm. DSALP purchased Sino's common shares over the 

TSX during the Class Period and allocated these shares to funds managed by DSALP. including 

DNYVF. who continued to hold those common shares at the end of the Class Period. DSALP 

purchased Sino's Notes pursuant to the July 2008 Offering Memorandum and in the distribution 

to which that Offering Memorandum related, and allocated these Notes to funds, including 

DNYVF. who continued to hold those notes at the end of the Class Period. DSALP purchased 

Sino's common shares pursuant to the December 2009 Prospectus and in the distribution to 

which that Pros.pectus related. and allocated these common shares to funds managed by DSALP. 

including DNYVF. who continued to hold those common shares at the end of the Class Period. 
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B. The Defendants 

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

Sino is a corporation formed under the CBCA. 

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

registered office located in Mississauga, Ontario. At the material times, Sino's shares were listed 

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

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

"SFJ TH." Sino securities are also listed on alternative trading venues in Canada and elsewhere 

including, without limitation, AlphaToronto and PureTrading. Sino's shares also traded over-

the-counter in the United States. Sino has various debt instruments, derivatives and other 

securities that are traded in Canada and elsewhere. 

23. As a reporting issuer in Ontario, Sino was required throughout the Class Period to issue 

and file with SEDAR: 

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

prepared in accordance with GAAP that must include a comparative statement to 

the end of each of the corresponding periods in the previous financial year; 

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

in accordance with GAAP, including comparative financial statements relating to 

the period covered by the preceding financial year; 

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

financial statements; and 

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

information about the company and its business at a point in time in the context of 

its historical and possible future development. 
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24. MD&As are a narrative explanation of how the company performed during the period 

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

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

statements, and trends and risks that are reasonably likely to affect them in future. 

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

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

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

external factors that impact the company specifically. 

26. Sino controlled the contents of its MD&As, financial statements, AIFs and the other 

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

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

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

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

during the Class Period. Chan, along with Hyde, signed each of the 20062.-2010 Audited Annual 

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

28. Chan certified each of Sino's Class Period annual and quarterly MD&As and fmancial 

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

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

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

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

As a director and officer, he caused Sino to make the misrepresentations particularized below. 
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29. Since Sino was established, Chan has received lavish compensation from Sino. For 

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

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

million. 

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

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

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

Chan has made in excess of $10 million through the sale of Sino shares. 

31. At all material times, Horsley is~ Sino's Chief Financial Officer, and has held this 

position since October 2005. In his position as Sino's CFO, Horsley has signed and certified the 

company's disclosure documents dming the Class Period. Horsley resides in Ontario. Horsley 

has made in excess of$1 l million through the sale of Sino shares. 

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

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

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

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

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

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

33. SiBee beeeming As Sino's CFO, Horsley has also received lavish compensation from 

Sino. For 2006 to 2010, Horsley's total compensation (other than share-based compensation) 

was, respectively, US$1.I million, US$1.4 million, US$1.7 million, US$2.5 million, and US$3.1 

million. 
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34. Horsley resigned as Sino's CFO. at the company's request. in April 2012 following the 

receipt of Enforcement Notices from Staff of the OSC. On September 27. 2012. Sino announced 

by way of a press release that Horsley had ceased to be employed by. and no longer had a 

position. with Sino. 

35. Poon is a co-founder of Sino, and hll5 eeeB 1:he at all material times since 1994, was the 

President of the company siftee 1994. He was also a director of Sino from 1994 to May 2009 

SBd he eeetisaes te seF¥e EIS 8iBe's Presideet. Poon resides in Hong Kong, China. While he was 

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

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

While he was a board member, he caused Sino to make the misrepresentations particularized 

below. 

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

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

held 0.42% ofSino's common shares. Poon has made in excess of$34.4 million through the sale 

of Sino shares. 

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

of2006 until his resignation from the Board in 2009, he attended 5 of the 39 board meetings, or 

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

38. On October 9. 2012. Sino announced by way of a press release that Poon bad ceased to 

' 
be Sino' s President. and had ceased to hold positions in Sino and certain of its subsidiaries. 
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39. At all material times, Wang is was a director of Sino, and has held this position since 

August 2007. Wang resides in Hong Kong, China. As a board member, he adopted as his own 

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

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

the misrepresentations particularized below. 

40. At all material times since 2006, Martin has heea was a director of Sino sieee 2QQ6, and 

was appointed vice-chairman in 2010. On or about August 25, 2011, Martin replaced Chan as 

Chief Executive Officer of Sino. Martin was a member of Sino's audit committee prior to early 

2011. Martin has made in excess of $474,000 through the sale of Sino shares. He resides in 

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

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

signed on his behal£ As a board member, he caused Sino to make the misrepresentations 

particularized herein. 

41. At all material times, Mak is was a director of Sino, and has held this position since 1994. 

Mak was a member of Sino's audit committee prior to early 2011. Mak and persons connected 

with Mak have made in excess of $6.4 million through sales of Sino shares. Mak resides in 

British Columbia As a board member, he adopted as his own the false statements made in each 

ofSino's annual financial statements, particularized below, when such statements were signed on 

his behalf As a board member, he caused Sino to make the misrepresentations particularized 

below. 

42. At EtH material times, Murray is was a director of Sino, and held this position since 1999. 

Murray has made in excess of$9.9 million through sales of Sino shares. Murray resides in Hong 
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Kong, China. As a board member, he adopted as his own the false statements made in each of 

Sino's annual financial statements, particularized below, when such statements were signed on 

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

below. 

43. Since becoming a director, Murray has rarely attended board and board committee 

meetings. From the beginning of 2006 to the close of 2010, Murray attended 14 of 64 board 

meetings, or less than 22% of board meetings held during that period. During that same period, 

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

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

beginning of2007 to the close of2010. 

44. At all material times. Hyde is was a director of Sino, and has held this position since 

2004. Hyde was previously a partner of E&Y. Hyde is was the chairman of Sino's Audit 

Committee. Hyde, along with Chan, signed each of the 2007-2010 Annual Consolidated 

Financial Statements on behalf of Sino's board. Hyde is was also ~ member of the 

Compensation and Nominating Committee. Hyde has made in excess of $2.4 million through 

the sale of Sino shares. Hyde resides in Ontario. As a board member, he adopted as his own the 

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

he signed such statements or when they were signed on his behalf. As a board member, he 

caused Sino to make the misrepresentations particularized below. 

45. Ardell is was a director of Sino, and has held this position since January 2010. Ardell is 

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

adopted as his own the false statements made in each of Sino's annual financial statements 
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released while he was a board member, particularized below, when such statements were signed 

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

below. 

46. Bowland was a director of Sino from February 2011 until his resignation from the Board 

of Sino in November 2011. While on Sino's Board, Bowland was a member of Sino's Audit 

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

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

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

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

misrepresentations particularized below. 

47. West is was a director of Sino, and has held this position since February 2011. West was 

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

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

Sino's annual financial statements released while he was a board member, particularized below, 

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

the misrepresentations particularized below. 

48. As office~ and/or directors of Sino, the Individual Defendants were fiduciaries of Sino, 

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

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

fiduciaries, and in violation of their fiduciary duties. In addition, Chan, Poon, Horsley, Martin, 

Mak and Murray were unjustly enriched in the manner and to the extent particularized below 

while they were acting in their capacity as fiduciaries, and in violation of their fiduciary duties. 
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49. At all material times, Sino maintained the Code, which governed Sino's employees, 

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

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

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

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

Sino securities based on undisclosed knowledge stemming from their position or employment 

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

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

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

matters, be reported. 

50. E&Y hes 'eeea eRgegea es ~ Sino's auditor siftee from August 13, 2007 until it 

resigned effective April 4, 2012. Prior to that, E&Y was also engaged as Sino's auditor from 

Sino's creation through February 19, 1999, when E& Y abruptly resigned during audit season and 

was replaced by the now-defunct Arthur Andersen LLP. E&Y was also Sino's auditor from 

2000 to 2004, when it was replaced by BDO. E&Y is an expert of Sino within the meaning of 

the Securities Legislation. 

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

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

security holders. At all material times, E&Y was aware of that class of persons, intended to and 

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

statements relating to Sino, which they did to their detriment. 

52. E&Y consented to the inclusion in the June 2009 and December 2009 Prospectuses, as 

well as the July 2008, June 2009, December 2009 and October 2010 Offering Memoranda, of its 
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audit reports on Sino's Annual Financial Statements for various years, as alleged more 

particularly below. and such audit reports were in fact included or incorporated by reference in 

those Prospectuses and Offering Memoranda. 

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

auditing firm that was engaged as Sino's auditor during the period of March 21, 2005 through 

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

is an expert of Sino within the meaning of the Securities Legislation. 

54. During the term of its service as Sino's auditor, BDO provided what it purported to be 

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

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

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

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

they did to their detriment. 

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

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

reports on Sino's Annual Financial Statements for 2005 and 2006, and such audit reports were in 

fact included or incorporated by reference in those Prospectuses and Offering Memoranda. 

56. E&Y's and BDO's annual Auditors' ReportJ? was ~ made "to the shareholders of 

Sino-Forest corporation," which included the Class Members. Indeed, s. 1000.l l of the 

Handbook of the Canadian Institute of Chartered Accountants states that "the objective of 

financial statements for profit-oriented enterprises focuses primarily on the information needs of 

investors and creditors" [emphasis added]. 

102142Svl 



29 

57. Sino's shareholders, including numerous Class Members, appointed E&Y as auditors of 

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

26, 2008, May 25, 2009, May 31, 2010 and May 30, 2011. 

58. Sino's shareholders, including numerous Class Members, appointed BDO as auditors of 

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

59. During the Class Period, with the knowledge and consent of BDO or E&Y (as the case 

may be}, Sino's audited annual financial statements for the years ended December 31, 2005, 

2006, 2007, 2008, 2009 and 2010, together with the report ofBDO or E&Y thereon (as the case 

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

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

May 26, 2008, May 25, 2009, May 31, 2010 and May 30, 2011. As alleged elsewhere herein, all 

such financial statements constituted Impugned Documents. 

aQ. P0Ji'Y is 8fl: intefflatieftft:! ferestry eenStJ!tifl:g fHm wbieh pl:HJlel'tea te Jlf0Yiae eefl:aiH 

fepestey eensultatien sef'iiees te Si11:0. P0]'i')' is an enpert of Sine vlithiB the meBHing ef the 

Seetifities Legisl&ti&11:. 

al. Peyry, is pfe't4Eliag vihat it purported to be "forestry ee11:Bl:ll-ting" sef'iiees te Siae, made 

statements that it k:ne•fflflgly iHte&Eled te be, IHl:cl wbieh were, disseminated te Sine's emrent anEI 

prespeeti·"e seel:lrity helders. At all material times, P0Yi)' ·.vas aware of that elass of peFsens, 

inteHtletl te end tliEI eefllffttiftieate "'.ith them, ftfttl intentiecl that tltttt elass ef perseas v10ttltl rely 

en Peyry's statements relating te Sine, wli:ieh they Elia te their EletFiment. 

1021425vl 



30 

62. Peyfj' eensefttea te fhe meh:1sieR iB the June 2997, J1:1Be 2QQ9 ana Deeemher 2999 

Pie513eettises, as well as fhe Jttly 2Q08, J.ufte 2GG9, Deeember W99 aml Oeteber 201G Offering 

Memeraetla, af its ¥aA01:19 reperts, as aetailea belew iR fl8:1'agF!tflh •:-

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

more of the Offerings. 

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

December 2009 Prospectuses, the Underwriters who underwrote those distributions were paid, 

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

underwriting commissions. In connection with the offerings of Sino's notes in July 2008, 

December 2009, and October 2010, the Underwriters who underwrote those offerings were paid, 

respectively, an aggregate of approximately US$2.2 million, US$8.5 million and-$US~6 million. 

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

purported due diligence examination of Sino's business and affairs. 

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

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

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

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

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

an extended period of time that far surpassed those reported by Sino' s peers, the Underwriters all 

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

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

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

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

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

during the Class Period. In particular: 

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

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

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

Prospectus incorporated by reference Sino's: (1) 2006 AIF; (2) 2006 Audited 

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

Information Circular dated April 27, 2007; (5) QI 2007 Financial Statements; and 

(6) QI 2007 MD&A; 

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

which Sino sold thfeugh pri:Yate plaeemeftt US$345 million in aggregate principal 

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

Memorandum included: (1) Sino's Consolidated Annual Financial Statements for 

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

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

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

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

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

dated March 14, 2008; 

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

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

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

Prospectus incorporated by reference Sino's: (1) 2008 AIF; (2) 2007 and 2008 

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

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

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

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

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

of certain of its then outstanding senior notes due 2011 with new notes, pursuant 

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

Guaranteed Senior Notes due 2014. The June 2009 Offering Memorandum 

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

Financial Statements; (2) the auditors' report ofBDO dated March 19, 2007 with 

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

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

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

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

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

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

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

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

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

pursuant to which Sino sold thre1tgh pri·1ate plaeemeat US$460,000,000 in 

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

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

Annual Financial Statements for 2005, 2006, 2007; (2) the auditors' report of 

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

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

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

notes 2, 18 and 23; (4) Sino's Consolidated Annual Financial Statements for 2007 

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

unaudited interim consolidated financial statements for the nine-month periods 

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

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

AIF; (7) the Poyry report entitled "Sino-Forest Corporation Valuation of China 

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

Forest Corporation Valuation of China Forest Corp Assets as at 31 December 

2008" dated April l, 2009; 
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(f) On December 10, 2009, Sino issued and filed with SEDAR the December 2009 

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

the "Prospectuses") pursuant to which Sino distributed to the public 21,850,000 

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

The December 2009 Prospectus incorporated by reference Sino's: (1) 2008 AIF; 

(2) 2QG+ aBEI 2Q()8 l\n1H1el the Audited Consolidated Financial Statements for the 

years ended December 31. 2008 and 2007; (3) Amended 2008 Annual MD&A; 

(4) Q3 2008 and 2009 Financial Statements; (5) Q3 2009 MD&A; (6) 

Management Information Circular dated April 28, 2009; and (7) the Poyry report 

titled "Valuation of China Forest Corp Assets As at 31 December 2008" dated 

April 1, 2009; (8) Sino's material change reports dated May 22. 2009 and June &, 

2009. each of which included an offering document which incorporated by 

reference Sino's audited consolidated financial statements for the years ended 

December 31. 2005. 2006 and 2007. the auditors' report of BDO dated March 19, 

2007 with respect to Sino's consolidated financial statements for the years ended 

December 31. 2006 and 2005, and the auditors' report of E&Y dated March 12. 

2008. except as to notes 2. 18 and 23. with respect to Sino's consolidated 

financial statement for the year ended December 31. 2007; and (9) Sino's 

Material Change Report dated June 25. 2009. which included the June 2009 

Offering Memorandum. and documents referenced therein. 

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

outstanding common shares of Mandra Forestry Holdings Limited. Concurrent 

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

USD$ l 95 million notes issued by Mandra Forestry Finance Limited and 96. 7% of 

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

guaranteed senior notes issued by Sino in the aggregate principal amount of 

USD$187,l 77,375 with a maturity date of July 28, 2014. On February 11, 2010, 

Sino exchanged the new 2014 Senior Notes for an additional issue of 

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

Notes, issued pursuant to the June 2009 Offering Memorandum; and 
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(h) On October 14, 2010, Sino issued the October 2010 Offering Memorandum 

pursuant to which Sino sold thfeagh pri·rate plaeemeBt US$600,000,000 in 

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

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

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

auditors' report of E&Y dated March 15, 2010 with respect to Sino's Annual 

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

financial statements for the six-month periods ended June 30, 2009 and 2010. 

67. The offering documents referenced in the preceding paragraph included, or incorporated 

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

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

management, business and affairs been timely disclosed, securities regulators likely would not 

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

68. All of the Offerings were public in nature. The share offerings were made to the public 

pursuant to the June 2007. June 2009 and December 2009 Prospectuses. Each of these 

Prospectuses indicated that they constituted a public offering of securities. 

69. The July 2008, December 2009 and October 2010 note offerings were made pursuant to 

offering memoranda. Notwithstanding that these offering memoranda stated that the offerings 

were made by way of private placement. the offerings were in fact public in nature. The Notes 

were sold to or exchanged with class members who required the protection of the Securities Act 

o(/933. In particular. the Notes were sold to or exchanged with class members who lacked the 

requisite investment sophistication and there was insufficient information available to them to 

assess the investment and which would be comparable to that found in a registration statement 

under s. 5 of the Securities Act of 1933. The offerings were not registered under s. 5 of the 

Securities Act of 1933 and did not meet the requisite exemptions under the Securities Act of 
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1933. Furthermore, class members who purchased or exchanged Notes did not satisfy accredited 

investor standards. For example. the 6.25% Guaranteed Senior Notes due 2017 (October 2010 

notes) were sold to Grant even though Grant was not an accredited investor, since he did not 

meet the accredited investor exemption pursuant to NI-106. and the distribution did not 

otherwise fall within a prospectus exemption. This failure to comply with the restrictions on 

distribution made the Note Offerings public offerings. 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

thereby. 

72. Each of Chan, Horsley, Martin and Hyde signed the December 2009 Prospectus, and 

therein falsely certified that that prospectus, together with the documents incorporated therein by 
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reference, constituted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, 

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

to the best of its knowledge, infonnation and belief, that prospectus, together with the docwnents 

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

relating to the securities offered thereby. 

73. E&Y consented to the inclusion in: (1) the June 2009 Prospectus, of its audit reports on 

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

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

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

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

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

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

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

for 2008 and 2009. All such audit reports were in fact included or incomorated by reference into 

those Prospectuses and Offering Memoranda. 

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

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

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

reports were in fact included or incoqmrated by reference into those Prospectuses and Offering 

Memoranda. 

75. In connection with the offering of Sino's Securities pursuant to the June 2007 Prospectus. 

BDO entered into an engagement letter with Sino. which reads: 
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In order to consent to the use of our audit report in the Prospectus, our 
professional standards require that we carry out certain procedures including a 
review of the Company's interim financial statements for the three months ended 
March 31. 2007 and 2006 and any other interim financial statements that may be 
issued, and a review of subsequent events and transactions. up to the date the 
Company files the final prospectus with regulatory authorities. We are also 
required to update our communications with the Company's legal counsel and 
obtain representations from management similar to those we customarily receive 
as part of our annual audit. 

In connection with the proposed offering of securities. we understand that the 
underwriting agreement will provide that we perform certain procedures for the 
purpose of issuing a comfort letter to Dundee Securities Comoration. CIBC 
World Markets Inc .. Merrill Lvnch Canada, Inc .. UBS Securities Canada Inc .. 
Credit Suisse Securities (Canada) Inc., and Haywood Securities Inc. (collectively, 
the "Underwriters"). The comfort letter would make reference to our audit report 
and our review of the unaudited interim financial statements issued up to the date 
of the Prospectus. and set out the procedures performed at the Underwriters' 
request and the results of performing those procedures. In addition. we 
understand that the Underwriters have requested that we attend a meeting (the 
"due diligence meeting") at which the Underwriters and the Underwriters' legal 
counsel wish to ask us certain questions in connection with our audits referred to 
above, and that you have agreed to grant such request. 

In connection with that offering, BDO received professional fees based on its regular billing 

rates. plus direct. out-of-pocket. expenses and applicable Goods and Services Tax. 

76. In connection with the offering of Sino's Securities pursuant to the July 2008 Offering 

Memorandum. BDO entered into an engagement letter with Sino. which reads: 

In order to consent to the use of our audit report in the Offering Memorandum. 
our professional standards require that we carry out certain procedures including a 
review of the Company's consolidated financial statements for the three months 
ended March 31. 2007 and review of subsequent events and transactions. up to the 
date the Company files the final prospectus with regulatory authorities. We are 
also required to update our communications with the Company's legal counsel 
and obtain representations from management similar to those we customarily 
receive as part of our annual audit. 

In connection with the proposed offering of securities. we understand we will 
perform certain procedures for the purpose of issuing a comfort letter to Merrill 
Lynch. Pierce. Fenner & Smith Incorporated (the "Underwriter"). The comfort 
letter would make reference to our audit report and our review of the unaudited 
interim consolidated financial statements. and set out the procedures performed at 
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the Underwriter's request and the results of performing those procedures. In 
addition. we understand that the Underwriter has requested that we attend a 
meeting (the "due diligence meeting") at which the Underwriter and its legal 
counsel wish to ask us certain questions in connection with our audits referred to 
above. and that you have agreed to grant such request. 

In connection with that offering, BDO received professional fees based on its regular billing 

rates. plus direct. out-of-pocket. expenses and applicable Goods and Services Tax. 

77. In connection with the offering of Sino's Securities in June 2009. BDO entered into an 

engagement letter with Sino, which reads: 

In order to consent to the use of our audit report in the Offering Memorandum. 
our professional standards require that we update our communications with the 
Company's legal counsels and present auditors and obtain representations from 
management similar to those we customarily receive as part of an annual audit. 

In connection with the proposed offering of securities, we understand we will 
perform certain procedures for the purpose of issuing a comfort letter to the 
Underwriters. The comfort letter will make reference to our audit report. and set 
out the procedures performed at the Underwriters' request and the results of 
performing those procedures. In addition. we understand that the Underwriters 
request that we attend a meeting (the "due diligence meeting") at which the 
Underwriters and the Underwriters' legal counsels wish to ask us certain 
questions in connection with our audit referred to above, and that you have agreed 
to grant such request. 

In connection with that offering, BOO received professional fees in the amount that was stated in 

the engagement letter to be US$60.000. 

78. In connection with the offering of Sino's Securities pursuant to the December 2009 

Offering Memorandum. BDO entered into an engagement letter with Sino. which reads: 

In order to consent to the use of our audit report in the Offering Memorandum, 
our professional standards require that we update our communications with the 
Company's legal counsels and present auditors. and obtain representations from 
management similar to those we customarily receive as part of our annual audit. 

In connection with the proposed offering of securities. we understand we will 
perform certain procedures for the pur,pose of issuing a comfort letter to Credit 
Suisse Securities <USA) LLC as a representative (the "Representative") of several 
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initial purchasers to be determined later. The comfort letter would make 
reference to our audit report and set out the procedures performed at the 
Representative's reauest and the results of performing those procedures. In 
addition. we understand that the Representative has requested that we attend a 
meeting (the "due diligence meeting") at which the Representative and its legal 
counsels wish to ask us certain questions in connection with our audit referred to 
above. and that you have agreed to grant such request. 

In connection with that offering. BDO received professional fees in the amount that was stated in 

the engagement letter to be US$48.000. 

79. In connection with the offering of Sino's Securities pursuant to the December 2009 

Prospectus. BDO entered into an engagement letter with Sino. which reads: 

In order to consent to the use of our audit rewrt in the Prospectus and the 
Offering Memorandum. our professional standards require that we update our 
communications with the Company's legal counsels and present auditors and 
obtain representations from management similar to those we customarily receive 
as part of an annual audit. 

In connection with the proposed offering of securities. we understand we will 
perform certain procedures for the purpose of issuing a comfort letter to the 
Underwriters. The comfort letter will make reference to our audit report. and set 
out the procedures performed at the Underwriters' request and the results of 
performing those procedures. In addition. we understand that the Underwriters 
request that we attend a meeting (the "due diligence meeting") at which the 
Underwriters and the Underwriters' legal counsels wish to ask us certain 
questions in connection with our audit referred to above. and that you have agreed 
to grant such request. 

In connection with that offering. BDO received professional fees in the amount that was stated in 

the engagement letter to be US$48.000. 

VI. THE MISREPRESENTATIONS 

80. During the Class Period, Sino made the misrepresentations particularized below. These 

misrepresentations related to: 

A. Sino's history and fraudulent origins; 

B. Sino's forestry assets; 
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C. Sino's related party transactions; 

D. Sino's relationships with forestry bureaus and its purported title to forestry assets in the 
PRC; 

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

F. Sino's cash flows; 

G. Certain risks to which Sino was exposed; and 

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

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

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

81. At the time of its founding by way of reverse merger in 1994, Sino's business was 

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

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

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

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

purpose ofLeizhou, established in 1994, was: 

Managing forests, wood processing, the production of wood products and wood 
chemical products, and establishing a production facility with an annual 
production capacity of 50,000 m3 of Micro Density Fiber Board (MDF), 
managing a base of 120,000 mu (8,000 ha) of which the forest annual utilization 
would be 8,000 m3

• 

82. There are two types of joint ventures in the PRC relevant to Sino: equity joint ventures 

('EJV'') and cooperating joint ventures ("CJV''). In an EJV, profits and assets are distributed in 

proportion to the parties' equity holdings upon winding up. In a CJV, the parties may contract to 

divide profits and assets disproportionately to their equity interests. 
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83. According to a Sino prospectus issued in January 1997, Leizhou, an EJV, was responsible 

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

the key driver ofSino's purported early growth. 

84. Sino claimed to hold 53% of the equity in Leizhou, which was to total US$10 million, 

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

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

contribute a mere 3,533 ha. 

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

by Sino. More particularly, in 1994, 1995 and 1996, respectively, Sino claimed to have 

generated US$1 l.3 million, US$23.9 million and US$23.l million in sales from Leizhou. In 

reality, however, these sales did not occur, or were materially overstated. 

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

and Economic Relations and Trade Commission, dated February 27, 1998, the Bureau 

complained: 

To: Zhanjiang Municipal Foreign Economic Relations & Trade Commission 

Through mutual consultation between Leizhou Forestry Administration 
(hereinafter referred to as our side) and Sino-Wood Partners Limited (hereinafter 
referred to as the foreign party), and, with the approval document ZlMPZ 
No.021 [1994} issued by your commission on 28th January 1994 for approving 
the contracts and articles of association entered into by both parties, and, with the 
approval certificate WJMZHZZZ No.065 [1994] issued by your commission, 
both parties jointly established Zhanjiang Eucalyptus Resources Development 
Co. Ltd. (hereinafter referred to as the Joint Venture) whose incorporate number 
is 162622-0012 and duly registered the same with Zhanjiang Administration for 
Industry and Commerce and obtained the business license GSQHYZ No.00604 
on 29th January in the same year. It has been 4 years since the registration and 
we set out the situation as follows: 

I. Information of the investment of both sides 
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A. The investment of our side: according to the contract and articles of 
association signed by both sides and approved by your commission, our 
side has paid in RMB95,481,503.29 (equivalent to USDl l,640,000.00) to 
the Joint Venture on 20th June 1995 through an in-kind contribution. The 
payment was made in accordance with the prescribed procedures and 
confirmed by signatures of the legal representatives of both parties. 
According to the Capital Verification Report from Yuexi (.i}~) 
Accounting Firm, this payment accounts for 99.1 % of the agreed capital 
contribution from our side, which is USDl 1,750,000, and accounts for 
46.56% of the total investment. 

B. The investment of the foreign party: the foreign party has paid in 
USDl,000,000 on 16th March 1994, which was in the starting period of the 
Joint Venture. According to the Capital Verification Report from Yuexi 
('J.~) Accounting Firm, this payment only accounts for 7.55% of the 
agreed capital contribution from the foreign party totaling 
USD13,250,000, and accounts for 4% of the total investment. Then, in the 
prescribed investment period, the foreign party did not further pay capital 
into the Joint Venture. In view of this, your commission sent a "Notice on 
Time for Capital Contribution" to the foreign party on 30th January 1996. 
In accordance with the notice, the foreign party then on 10th April sent a 
letter to your commission, requesting for postponing the deadline for 
capital contribution to 20th December the same year. On 14th May 1996, 
your commission replied to Allen Chan (!l*~)Jj), the Chairman of the 
Joint Venture, stating that "postponement of the deadline for capital 
contribution is subject to the consent of our side and requires amendment 
of the term on the capital contribution time in the original contract, and 
both parties shall sign a bilateral supplementary contract; after the 
application has been approved, the postponed deadline will become 
effective.". Based on the spirit of the letter dated 14th May from your 
commission and for the purpose of achieving mutual communication and 
dealing with the issues of the Joint Venture actively and appropriately, on 
l I'h June 1996, Chan Shixing (~tR~) and two other Directors from our 
side sent a joint letter to Allen Chan (1$~)Jj), the Chairman of the Joint 
Venture, to propose a meeting of the board to be convened before 30th 
June 1996 in Zhanjiang, in order to discuss how to deal with the issues of 
the Joint Venture in accordance with the relevant State provisions. 
Unfortunately, the foreign party neither had discussion with our side 
pursuant to your commission's letter, nor replied to the proposal of our 
side, and furthermore failed to make payment to the Joint Venture. Now, it 
has been two years beyond the deadline for capital contribution (29th 
January 1996), and more than one year beyond the date prescribed by the 
Notice on Time for Capital Contribution issued by your commission (30th 
April 1996). However, the foreign party has been evading the discussion 
of the capital contribution issue, and moreover has taken no further action. 
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II. The Joint Venture is not capable of attaining substantial 
operation 

According to the contract and articles of association, the main purposes of 
setting up the Joint Venture are, on the one hand, to invest and construct a 
project producing 50,000 cubic meter Medium Density Fiberboard (MDF) 
a year; and on the other hand, to create a forest base of 120,000 mu, with 
which to produce 80,000 cubic meter of timber as raw material for the 
production of medium density fiberboard. The contract and articles of 
association also prescribed that the whole funding required for the MDF 
board project should be paid by the foreign party in cash; our side should 
pay in-kind the proportion of the fund prescribed by the contract. After 
contributing capital of USDJ,000,000 in the early stage, the foreign 
party not only failed to make subsequent capital contributions, but also 
in their own name successively withdrew a total amount of 
RMB4,141,045.02, from the funds they contributed, of which 
USD270,000 was paid to Huadu Baixing Wood Products Factory 
(1Ell'ilil!L-!Jf;f;:$!JJ!in, which has no business relationship with the 
Joint Venture. This amount of money equals 47.6% of [the foreign 
party's/ paid in capital Although our side has almost paid off the agreed 
capital contribution (only short 0.9% of the total committed), due to the 
limited contribution from the foreign party and the fact that they 
withdrew a huge amount of money from those funds originally 
contributed by them. it is impossible for the Joint Venture to construct or 
set up production projects and to commence production operation while 
the funds have been insufficient and the foreign party did not pay in the 
majority of the subscribed capital In fact, the Joint Venture therefore is 
merely a shell, existing in name only. 

Additionally, after the establishment of the Joint Venture, its internal 
operations have been extremely abnormal, for example, annual board 
meetings have not been held as scheduled; annual reports on the status and 
the results of the annual financial audit are missing; the withdrawal of the 
huge amount of funds by the foreign party was not discussed in the board 
meetings, etc. It is hard to list all here. 

In light of the present state of contributions by both sides and the status of 
the Joint Venture from its establislunent till now, our side now applies to 
your commission for: 

1. The cancellation of the approval certificate for "Zhanjiang 
Eucalyptus Resources Development Co. Ltd.", i.e. WJMZHZZZ 
No. 065(1994], based on the relevant provisions of Certain 
Regulations on the Subscription of Capital by the Parties to Sino
Foreign Joint Equity Enterprises, 



44 

2. Direct the Joint Venture to complete the deregistration procedures 
for "Zhanjiang Eucalyptus Resources Development Co. Ltd." at 
the local Administration for Industry and Commerce, and for the 
return of its business license. 

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

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

The Seal of the Leizhou Forestry Bureau 

1998, February 27 

[Translation; emphasis added.] 

87. In its 1996 Annual Financial Statements, Sino stated: 

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

88. These statements were false, inasmuch as Leizhou never generated such sales. Leizhou 

was wound-up in 1998. 

89. At all material times, Sino's founders, Chan and Poon, were fully aware of the reality 

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

revenues and profits. 

(ii) Sino 's Fictitious Investment in SJXT 

90. In Sino's audited financial statements for the year ended December 31, 1997, filed on 

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

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

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

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

function was to organize and manage the first and only official market for timber and log trading 

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

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

timber and log businesses in Eastern China. 

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

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

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

92. According to the 1997 Audited Annual Financial Statements, the total investment of 

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

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

Statements stated that, as at December 31, 1997, Sino had made capital contributions to SJXT in 

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

investment was shown as an asset of $1.0 million. 

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

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

period, and that, based on then-current market prices, it expected this contract to generate 

"significant revenue" for Sino-Forest amounting to approximately $40 million. The revenues 

that were purportedly anticipated from the SJXT contract were highly material to Sino. Indeed, 

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

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

which statements were filed on SEDAR on May 18, 1999 (the "1998 Financial Statements"), 

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

contribute approximately $1.9 million, representing 20% of the registered capital, and that, as at 

December 31, 1997 and 1998, Sino had made contributions in the amount ofUS$l.O million to 

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

as an asset ofUS$1.0 million. 

95. Sino also stated in the 1998 Audited Annual Financial Statements that, during 1998, the 

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

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

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

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

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

The Shanghai Timber Market is important to Sino-Forest as a generator of 
significant new revenue. In addition to supplying various forest products to the 
market from our own operations, our direct participation in SJXT increases our 
activities in sourcing a wide range of other wood products both from inside 
China and internationally. 

The Shanghai Timber Market is also very benefwial to the development of the 
forest products industry in China because it is the first forest products national 
sub-market in the eastern region of the country. 

[ ... ] 

The market also greaOy facilitates Sino-Forest's networking activities, enabling 
us to build new industry relationships and add to our market intelligence, all of 
which increasingly leverage our ability to act as principal in our dealings. 

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

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

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

There are also promising growth opportunities as Sino-Forest's investment in 
Shanghai Jin Xiang Timber Ltd. (SJXT or the Shanghai Timber Market), 
develops. The Company also continues to explore opportunities to establish and 
reinforce ties with other international forestry companies and to bring our e
commerce technology into operation. 

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

[Emphasis added.] 

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

Sales from lumber and wood products trading increased 264% to $34.2 million 
compared to $9.4 million in 1998. The increase in lumber and wood products 
trading is attributable largely to the increase in new business generated from 
our inlfestment in Shanghai Jin Xiang Timber Ltd. (SJX1) and a larger sales 
force in 1999. Lumber and wood products trading on an agency basis has 
increased 35% from $2.3 million in 1998 to $3.1 million in 1999. The increase in 
commission income on lumber and wood products trading is attributable to 
approximately $1.8 million of fees earned from a new customer. 

[Emphasis added.] 

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

the significant growth of the lumber and wood products trading business, which has recorded an 

increase in sales of 219% from $11. 7 million in 1998 to $37.2 million in 1999" (emphasis 

added). 

101. In Sino's Audited Annual Financial Statements for the year ended December 31, 1999, 

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

Sino stated: 
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During the year, Shanghai Jin Xiang Timber Ltd. ["SJXT"] applied to increase 
the original total capital contributions of $868,000 [Chinese renminbi 7.2 
million] to $1,509,000 [Chinese remninbi 12.5 million]. Sino-Wood is required to 
make an additional contribution of $178,000 as a result of the increase in total 
capital contributions. The additional capital contribution of $278,000 was made 
in 1999 increasing its equity interest in SJXT from 17.8% to 34.4%. The 
principal activity of SJXT is to organize trading of timber and logs in the PRC 
market. 

[Emphasis added.] 

102. The statements made m the 1999 Financial Statements contradicted Sino's prior 

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

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

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

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

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

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

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

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

104. In Sino's Audited Annual Financial Statements for the year ended December 31, 2000, 

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

Sino stated: 

In 1999, Shanghai Jin Xiang Timber Ltd ("SJXT') applied to increase the 
original total capital contributions of $868,000 [Chinese renminbi 7 .2 million] to 
$1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to make an 
additional contribution of $278,000 as a result of the increase in total capital 
contributions. The additional capital contribution of $278,000 was made in 1999 
increasing its equity interest in SJXT from 27.8% to 34.4%. The principal activity 
of SJXT is to organize the trading of timber and logs in the PRC market. During 
the year, advances to SJXT of $796,000 were repaid. 
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105. In Sino's balance sheet as at December 31, 2000, the SJXT investment was shown as an 

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

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

the year ended December 31, 2000. 

106. In Sino's Annual Reports (including the audited annual financial statements contained 

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

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

explanation, from Sino's disclosure documents. In fact, and unbeknownst to the public, Sino 

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

were reckless in not knowing of, that fact. 

107. At all material times, Sino's founders, Chan and Poon, were fully aware of the reality 

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

therein. 

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

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

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

indeed all of the Impugned Documents, failed to disclose the material fact that, from its very 

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

were either grossly inflated or fictitious. 

109. Accordingly, the statements particularized in paragraphs -100 110 to +94-114 below were 

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

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

Sino's senior management and Board. 

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

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

overstated. 

111. In particular, the June 2007 Prospectus stated merely that: 

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

112. Similarly, the June 2009 Prospectus stated only that: 

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

113. Finally, the December 2009 Prospectus stated only that: 

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

114. The failure to disclose the true nature of, and/or Sino's revenues and profits from, SJXT 

and Leizhou in the historical narrative in the Prospectuses rendered those Prospectuses materially 

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

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

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

founders of Sino, and both of whom had knowingly misrepresented the true nature of Leizhou 

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

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

or in any other Impugned Document. 

B. Misrepresentations relating to Sino's Forestry Assets 

115. Sino overstated its forestry assets in Yunnan and Jiangxi Provinces in the PRC and in 

Suriname. Accordingly. Sino's total assets are overstated to a material degree in all of the 

Impugned Documents. in violation of GAAP. and each such statement of Sino's total assets 

constitutes a misrepresentation. 

(i) Sino Overstates its Yunnan Forestry Assets 

116. In a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino 

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

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

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

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

("Sino-Panel"), a wholly-owned subsidiary of Sino, had entered on that same day into an 
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agreement with Gengma Dai and Wa Tribes Autonomous Region Forestry Company Ltd., 

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

that Agreement, Sino-Panel would acquire approximately 200,000 hectares of non-state owned 

commercial standing timber in Lincang City and surrounding cities in Yunnan for US$700 

million to US$ l .4 billion over a 10-year period. 

117. These same terms ofSino's Agreement with Gengma Forestry were disclosed in Sino's 

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

acquisitions in the Impugned Documents liREl Peyey repeatedly maele statemeffis regarelmg seiel 

heldiags, as partieularizea belev1. 

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

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

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

119. The misrepresentations about Sino's acquisition and holdings of the Yunnan forestry 

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

AIFs, Prospectuses and Offering Memoranda, except for the 2005 Audited Annual Financial 

Statements, the Ql 2006 interim financial statements, the 2006 Audited Annual Financial 

Statements and the 2006 Annual MD&A. 

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

120. In mid-2010, Sino became a majority shareholder ofGreenheart Group Ltd., a Bermuda 

corporation having its headquarters in Hong Kong, China and a listing on the Hong Kong Stock 

Exchange ("Greenheart"). 
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121. In August 2010, Greenheart issued an aggregate principal amount of US$25,000,000 

convertible notes for gross proceeds ofUS$24,750,000. The sole subscriber of these convertible 

notes was Greater Sino Holdings Limited, an entity in which Murray has an indirect interest. In 

addition, Chan and Murray then became members of Greenheart's Board, Chan became the 

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

122. On August 24, 2010 and December 28, 2010, Greenheart granted to Chan, Martin and 

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

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

123. As at March 31, 2011, General Enterprise Management Services International Limited, a 

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

0.9% of the total issued and outstanding shares ofGreenheart. 

124. As a result of the aforesaid transactions and interests, Sino, Chan, Martin and Murray 

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

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

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

Greenheart acquires certain rights to additional 128,000 hectare concession in 
Suriname 

***** 

312,000 hectares now under Greenheart management 

Hong Kong, March 1, 2011 - Greenheart Group Limited ("Greenheart" or "the 
Company") (HKSE: 00094), an investment holding company with forestry assets in 
Suriname and New Zealand (subject to certain closing conditions) today announced that 
the Company has acquired 60% of V1Sta Marine Services N. V. ("Vista"), a private 
company based in Suriname, South America that controls certain harvesting rights to a 
128,000 hectares hardwood concession. V1Sta will be rebranded as part of tl1e 
Greenheart Group. This transaction will increase Greenheart's concessions under 
management in Suriname to approximately 312,000 hectares. The cost of this 
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acquisition is not material to the Company as a whole but the Company is optimistic 
about the prospects of Vista and the positive impact that it will bring. The concession is 
located in the Sipalawini district of Suriname, South America, bordering Lake 
Brokopondo and has an estimated annual allowable cut of approximately 100,000 
cubic meters. 

Mr. Judson Martin, Chief Executive Officer of Greenheart and Vice-Chairman of Sino
Forest Corporation, the Company's controlling shareholder said, "This acquisition is in 
line with our growth strategy to expand our footprint in Suriname. In addition to 
increased harvestable area, this acquisition will bring synergies in sales, marketing, 
administration, financial reporting and control, logistics and overall management. I am 
pleased to welcome Mr. Ty Wilkinson to Greenheart as our minority partner. Mr. 
Wilkinson shares our respect for the people of Suriname and the land and will be 
appointed Chief Executive Officer of this joint venture and be responsible for operating 
in a sustainable and responsible manner. This acquisition further advances Greenheart's 
strategy of becoming a global agri-forestry company. We will continue to actively seek 
well-priced and sustainable concessions in Suriname and neighboring regions in the 
coming months." 

[Emphasis added.] 

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

We hold a majority interest in Greenheart Group which, together with its subsidiaries, 
owns certain rights and manages approximately 312,000 hectares of hardwood forest 
concessions in the Republic of Suriname, South America ("Suriname") and 11,000 
hectares of a radiata pine plantation on 13,000 hectares of freehold land in New Zealand 
as at March 31, 2011. We believe that our ownership in Greenheart Group will 
strengthen our global sourcing network in supplying wood fibre for China in a 
sustainable and responsible manner. 

[Emphasis added.] 

127. The statements reproduced in the preceding paragraph were false and/or materially 

misleading when made. Under the Suriname Forest Management Act, it is prohibited for one 

company or a group of companies in which one person or company has a majority interest to 

control more than 150,000 hectares of land under concession. Therefore, either Greenheart's 

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

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

fact not disclosed in any of the Impugned Documents. 
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128. In each of the October 2010 Offering Memorandum, the 20l0 Annual MD&A, the 20l0 

AIF, Sino represented that Greenheart had well in excess of 150,000 hectares of concession 

under management in Suriname without however disclosing that Suriname law imposed a limit 

of 150,000 hectares on Greenheart and its subsidiaries. 

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

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

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

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

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

where it has discussed Greenheart and/or Suriname assets that Vista's purported concessions in 

Suriname, if they exist at all, are impaired due to the unfulfilled rights of the indigenous people 

of Suriname, in violation ofGAAP. The Impugned Documents that omitted that disclosure were 

the 2010 Annual MD&A, the 2010 Audited Annual Financial Statements, and the 2010 AIF. 

(iii) Sino overstates its Jiangxi Forestry Assets 

130. On June 11, 2009, Sino issued a press release in which it stated: 

Sino-Forest Corporation (TSX: TRE), a leading commercial forest plantation operator in 
China, announced today that its wholly-owned subsidiary, Sino-Panel (China) 
Investments Limited ("Sino-Panel''), has entered into a Master Agreement for the 
Purchase of Pine and Chinese Fir Plantation Forests (the "Jiangxi Master Agreement") 
with Jiangxi Zhonggan Industrial Development Company Limited ("Jiangxi Zhonggan''), 
which will act as the authorized agent for the original plantation rights holders. 

Under the Jiangxi Master Agreement, Sino-Panel will, through PRC subsidiaries of Sino
Forest, acquire between 15 million and 18 million cubic metres {lll:l) of wood fibre 
located in plantations in Jiangxi Province over a three-year period with a price not to 
exceed RMB300 per Db, to the extent permitted under the relevant PRC laws and 
regulations. The plantations in which such amount of wood fibre to acquire is between 
150,000 and 300,000 hectares to achieve an estimated average wood fibre yield of 
approximately 100 l1l3 per hectare, and include tree species such as pine, Chinese fir and 
others. Jiangxi Zhonggan will ensure plantation forests sold to Sino-Panel and its PRC 
subsidiaries are non-state-owned, non-natural, commercial plantation forest trees. 
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In addition to securing the maximum tree acquisition price, Sino-Panel has pre-emptive 
rights to lease the underlying plantation land at a price, pennitted under the relevant PRC 
laws and regulations, not to exceed RMB450 per hectare per annum for 30 years from the 
time of harvest. The land lease can also be extended to 50 years as permitted under PRC 
laws and regulations. The specific terms and conditions of purchasing or leasing are to be 
determined upon the execution of definitive agreements between the PRC subsidiaries of 
Sino-Panel and Jiangxi Zhonggan upon the authorisation of original plantation rights 
holders, and subject to the requisite governmental approval and in compliance with the 
relevant PRC laws and regulations. 

Sino-Forest Chairman and CEO Allen Chan said, "We are fortunate to have been able 
to capture and support investment opportunities in China's developing forestry sector 
by locking up a large amount of fibre at competitive prices. The Jiangxi Master 
Agreement is Sino-Forest's fifth, long-term, fibre purchase agreement during the past 
two years. These fne agreements cover a total plantation area of over one million 
hectares in five of China's most densely forested provinces." 

[Emphasis added.] 

131. According to Sino's 2010 Annual MD&A, as of December 31, 2010, Sino had acquired 

59,700 ha of plantation trees from Jiangxi Zhonggan Industrial Development Company Limited 

("Zhonggan") for US$269.l million under the terms of the master agreement. (In its interim 

report for the second quarter of 2011, which was issued after the Class Period, Sino claims that, 

as at June 30, 2011, this number had increased to 69,100 ha, for a purchase price ofUS$309.6 

million). 

132. However, as was known to Sino, Chan, Poon and Horsley, and as ought to have been 

known to the remaining Individual Defendants, BDO and E&Y, and Peyfj', Sino's plantation 

acquisitions through Zhonggan are materially smaller than Sino has claimed. 

(i·I) .~ 1f'l6lre5 Mi!We[H'(!fJel'ltafiens in l'elafien 18 Sine 's Feres97· Assets 

133. As partieweffi!ed ab0•1e, Sine evet'Stated its feFeseoy assets in Yllft.'"tilB: eBtl JiBBgJci 

Pfllyiftees ia t:he PRC 0BEl in Stffineme. Aeeeftiiagly, 8i1te's tetal assets ere e·rerstfttee ta e 

material degpee ia ell ef the Impugned DeeWBeftts, iB vielaaea ef GAl\,P, and eeeh sueh 

steteme1tt ef SiBe 's tetal assets eeBStiMes e misrepFesefttatiea. 
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134. In eedmea, Elwing the Class Peried, Peyey lllld eatmes affiliated with it made statemeats 

that are misre13feseatatieftS in regBfd te Smo's Yttr.mm Prevmee "assets," namely: 

(a) la a re13ert dated Mareh 14, 20G&, filed Oil SEDAR oa M&feh 31, 2Q08 (the "200& 

Valeetioas"), Peyry: (a) stated that it hee deteflBiaed the vaffiatioa ef tae Siae 

forest assets te he US$3 .2 hillioa as et 31 Deeemher 2907; (b) 13nwieleel tables &Hd 

figi.ifes reg&fdmg Ymmlill; (e) stated that "Stands ill YlHmllll fllllge from 20 ha to 

l 000 ha;" that "In 2007 Sine FoFest fll:H'eaased an &fell of mixed eFOadleaf feFest 

iH YH:Illl:llB Proviftee," that "BfOadleef forests already aeEj1:1ired m Yl:lflftftl1 are all 

matl:ife," aed that "Sifto Forest is embarkiag Oft a series of forest 

aeqttisitioftslelEflansioft efferts in Hooll!l, Yl:iruiatJ: ll!ld Gl:lllBgifi;" a1lEl (El) fll'O'lieeel 

e Eleteiled Elise1:1ssioB of Sine's Ymmlill "holeillgs" at Appeftdiifes 3 end 5. 

Peyry's 200& Vell:letions were ifteeffJoFated m Siao's 2GQ7 ,'\iml:lal :MD&A, 

ame11Eled 2G07 ABHl:lal MD&A, 2Q07 AIF, eaeh of the QI, Q2, a1lEl Q3 2G08 

MD&As, Annual 2GQ8 MD&A, ameftEled A."1ftl:lel 299& MD&A, eaeh of the Ql, 

Q2 anel Q3 2009, ammal 2999 MD&A, ead .My 2908 aHe Deeember 2009 

OfferiBg Memof8ftda; 

(b) In a report dated A13ril 1, 2999 BHd filed Oft SBDAR 0B April 2, 20Q9 fthe "2009 

Va11:1Btiofts"), Peyry stateel that "[t]he area of feJest ovmed m Ylum&R has 

EjuadFttflled from 8fotmd 1Q 99{) ha to almost 40 0()9 aa 0·1er the past ye8f," 

provided iiglfres aBa tables regaffiiag Ylmaar4 aee stated that "Sifte Forest has 

iftereased its helemg of bfeadleaf erops iR Yur~"111ll Eluriftg 2008, with this 

J3fO'liaee eofttainiRg ftearly 99% of its hroadleef resol:lfee." Peyry's 2099 

Valeatioas v,rere iBe0ffJ0feted m Smo's 2098 AIF, eeeh of the QI, Q2, Q3 2999 

MD&AS; Anfll:lal 2099 MD&A, Jl:IJle 2009 Offering Memol'ftlldl:im, lllld Jooe 

2{)09 ed Deeem.her 2009 ProSJleetl:!Ses; 

(e) la a "Fiftel Repert" eated April 23, 2019, fileel Oft SEDAR oft April 3{), 2{)11) (the 

''2Ql0 ¥ail:lati6flS"), Pe~'f)' stated that "Gl:lftftgJEi, Hua&H antl Y~ ere the three 

largest f3FO'Vmees m teims of Sme Ferest's holdiags. The largest ehaage iH area 

lly flFO"liftee, lloth m allsell:lte a!ld relati•re terms [sie] has heeft YllF..BBH, wfl:ere the 
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8fea of fefest evffies has almost lfiJlles, ffem Mol:lfts 39 000 ha te almost I 06 000 

ha e¥er the Jlast -year," JlrBYised figures 11Bd taeles reganliflg YllflBae, stal:ed that 

"Yl:Hlflftft eeataifts 196 000 ha, i:ftelediBg 85 000 ha ef 99% of the total hfBadleaf 

forest," states that "the three JlFCYiiHees ef G1:10agi;i, HtlHElft BflEl YlUlflfill together 

eontain 391 QOO ha er aeeet 80% of the tetal ffifest area of 491 000 ha" wid that 

"Ea)lmest 97% ef the breadleaf ffirest is ia Yl:H'...aan," aBa JlreYided a detailed 

siSBl:ISSiBB ef Sioo's Yl:lftfl:OB "heldiags" at Aweasilees 3 and 4. Pe)TY'S 2010 

ValeatieftS were ineel'pefeted in Sine's 2009 AW, the anneal 2009 .MD&A, eaeh 

ef the QI, Q2 aBd Q3 21HG MD&As, Ellld the Oeto'Ber 2010 Offering 

MemeFliftlhlm; 

(cl) In a "Swnmary Valeatiea Reper!" regaraiag "Veleatioa of Pmehesed Forest 

CfOJlS as at 31 Deeem'Ber 2011:)'' l!Bd aated May 27, 2011, Poyry l!F0Yided ta'Bles 

aBd figeres regarding Yen.l:llll, stated that "[t:lhe major ehaRges iB area b~· speeies 

ffem Deeember 2009 te 2010 has been ia Ytiflftan JliBe, r;vith eeqttisitioBS iB 

YtiF.e8fl aBd Siehl:Hlfl JlfO'+'iRees" IHl:d that "(a]Balysis of (8iBo's} im•emory aata ffir 

breaaleaf forest iB YeflflaB, ftfld eomJlariseas with IHI iB·1eBtory that Peyry 

tmtlertook there iB 2008 Sllflperted the llf''.verds fB'VisioR of Jlriees applied te the 

YlHlBtHl: breadleaf large s~ log," aBd stated !'hat "[t]he yield table for Y8flftfil1 

pine in Yl:lflfl&ll and 8ielm11B preYinees VIBS deri·1ed ffem data eolleeted in this 

S:fleeies in these Jlf0¥inees by Peyry dtiriHg other ""'erk;" aael 

(e) In a JlFBSs release titles "Smnmary ef Sine Forest's Chiflft Forest Asset 2010 

Valeation Repofts" and whieh was ·~oiRtly Jlrepared by Sino Forest Md Po)TY te 

highlight ~· fmdiitgs llBd oeteomes from the 2910 't'eleatieH reJlorls," Peyry 

reported on SiBo's "holdings" llBd estimated the market Yalee ef Sine's ffirest 

assets Oft the 754,816 ha to be BJlJlfffififlletely US$3.l billion es at Deeemher 31, 

~ 
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C. Misrepresentations relating to Sino's Related Party Transactions 

(i) Related Party Transactions Generally 

135. Under GAAP and GAAS, a "related party" exists "when one party has the ability to 

exercise directly or indirectly, control, joint control or significant influence over the other." 

(CICA Handbook 3840.03) Examples include a parent-subsidiary relationship or an entity that 

is economically dependent upon another. 

136. Related parties raise the concern that transactions may not be conducted at arm's length, 

and pricing or other terms may not be determined at fair market values. For example, when a 

subsidiary "sells" an asset to its parent at a given price, it may not be appropriate that that asset 

be reported on the balance sheet or charged against the earnings of the parent at that price. 

Where transactions are conducted between arm's length parties, this concern is generally not 

present. 

137. The existence of related party transactions is important to investors irrespective of the 

reported dollar values of the transactions because the transactions may be controlled, 

manipulated and/or concealed by management (for example, for corporate purposes or because 

fraudulent activity is involved}, and because such transactions may be used to benefit 

management or persons close to management at the expense of the company, and therefore its 

shareholders. 

(ii) Sino fails to disclose that Zhonggan was a Related Party 

138. Irrespective of the true extent ofZhonggan's transactions in Jiangxi forestry plantations, 

Sino failed to disclose, in violation of GAAP, that Zhonggan was a related party of Sino. More 

particularly, according to AIC records, the legal representative of Zhonggan is Lam Hong Chiu, 

who is an executive vice president of Sino. Lam Hong Chiu is also a director and a 50% 
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shareholder of China Square Industrial Limited, a BVI corporation which, according to AIC 

records, owns 80% of the equity of Zhonggan. 

139. The Impugned Documents that omitted that disclosure were the Q2 2009 MD&A, the Q2 

2009 interim financial statements, the Q3 2009 MD&A, the Q3 2009 interim financial 

statements, the December 2009 Prospectus, the 2009 Annual MD&A, the 2009 Audited Annual 

Financial Statements, the 2009 AIF, the QI 2010 MD&A, the QI 2010 interim financial 

statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, the Q3 2010 MD&A, 

the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 Audited Annual 

Financial Statements, and the 2010 AIF. 

(iii) Sino fails to disclose that Homix was a Related Party 

140. On January 12, 2010, Sino issued a press release in which it announced the acquisition by 

one of its wholly-owned subsidiaries of Homix Limited ("Homix"), which it described as a 

company engaged in research and development and manufacturing of engineered-wood products 

in China, for an aggregate amount of US$7 .1 million. That press release stated: 

HOMIX has an R&D laboratory and two engineered-wood production operations based 
in Guangzhou and Jiangsu Provinces, covering eastern and southern China wood product 
markets. The company has developed a number of new technologies with patent rights, 
specifically suitable for domestic plantation logs including poplar and eucalyptus species. 
HOMIX specializes in curing, drying and dyeing methods for engineered wood and has 
the know-how to produce recomposed wood products and laminated veneer lumber. 
Recomposed wood technology is considered to be environment-friendly and versatile as 
it uses fibre from forest plantations, recycled wood and/or wood residue. This reduces the 
traditional use of large-diameter trees from natural forests. There is growing demand for 
recomposed wood technology as it reduces cost for raw material while increases the 
utilization and sustainable use of plantation fibre for the production of furniture and 
interior/exterior building materials. 

[ ... ] 

Mr. Allen Chan, Sino-Forest's Chairman & CEO, said, "As we continue to ramp up our 
replanting programme with improved eucalyptus species, it is important for Sino-Forest 
to continue investing in the research and development that maximizes all aspects of the 
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forest product supply chain. Modernization and improved productivity of the wood 
processing industry in China is also necessary given the country's chronic wood fibre 
deficit. Increased use of technology improves operation efficiency, and maximizes and 
broadens the use of domestic plantation wood, which reduces the need for logging 
domestic natural forests and for importing logs from strained tropical forests. HOMIX 
has significant technological capabilities in engineered-wood processing." 

Mr. Chan added, "By acquiring HOMIX, we intend to use six-year eucalyptus fibre 
instead of 30-year tree fibre from other species to produce quality lumber using 
recomposed technology. We believe that this will help preserve natural forests as well as 
improve the demand for and pricing of our planted eucalyptus trees." 

141. Sino's 2009 Audited Annual Financial Statements, Ql/2010 Unaudited Interim Financial 

Statements, 2010 Audited Annual Financial Statements, the MD&As related to each of the 

aforementioned financial statements, and Sino's AIFs for 2009 and 2010, each discussed the 

acquisition of Homix, but nowhere disclosed that Homix was in fact a related party of Sino. 

142. More particularly, Hua Chen, a Senior Vice President, Administration & Finance, of Sino 

in the PRC, and who joined Sino in 2002, is a 30% shareholder of an operating subsidiary of 

Homix, Jiangsu Dayang Wood Co., Ltd. ("Jiangsu") 

143. In order to persuade current and prospective Sino shareholders that there was a 

commercial justification for the Homix acquisition, Sino misrepresented Homix's patent designs 

registered with the PRC State Intellectual Property Office. In particular, in its 2009 Annual 

Report, Sino stated: 

HOMIX acquisition 

In accordance with our strategy to focus on research and development and to improve the 
end-use of our wood fibre, we acquired HOMIX Ltd. in January 2010 for $7.l million. 
This corporate acquisition is small but strategically important adding valuable 
intellectual properly rights and two engineered-wood processing facilities located in 
Guangdong and Jiangsu Provinces to our operations. Homix has developed 
environment-friendly technology, an efficient process using recomposed technology to 
convert small-diameter plantation logs into building materials and furniture. Since we 
plan to grow high volumes of eucalypt and other FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of our fibre, supplying a 
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variety of downstream customers and enhancing economic rural development. [Emphasis 
added] 

144. However, Homix itself then had no patent designs registered with the PRC State 

Intellectual Property Office. At that time, Homix had two subsidiaries, Jiangsu and Guangzhou 

Pany Dacheng Wood Co. The latter then had no patent designs registered with the PRC State 

Intellectual Property Office, while Jiangsu had two patent designs. However, each such design 

was for wood dyeing, and not for the conversion of small-diameter plantation logs into building 

materials and furniture. 

(iv) Sino fails to disclose that Yunan Shunxuan was a Related Party 

145. In addition, during the Class Period, Sino purportedly purchased approximately 1,600 

hectares of timber in Yunnan province from Yunnan Shunxuan Forestry Co. Ltd. Yunnan 

Shunxuan was part of Sino, acting under a separate label. Accordingly, it was considered a 

related party for the purposes of the GAAP disclosure requirements, a fact that Sino failed to 

disclose. 

146. The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the 

2009 Audited Annual Financial Statements, the 2009 AIF, the QI 2010 MD&A, the QI 2010 

interim financial statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, the 

Q3 2010 MD&A, the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 

Audited Annual Financial Statements, and the 2010 AIF. 

147. Sino's failure to disclose that Yunnan Shunxuan was a related party was a violation of 

GAAP, and a misrepresentation. 

(v) Sino fails to disclose that Yuda Wood was a Related Party 

148. Huaihua City Yuda Wood Co. Ltd., based in Huaihua City, Hunan Province ("Yuda 

Wood"), was a major supplier of Sino at material times. Yuda Wood was founded in April 2006 
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and, from 2007 until 2010, its business with Sino totalled approximately 152,164 Ha and RMB 

4.94 billion. 

149. During that period, Yuda Wood was a related party of Sino. Indeed, in the Second 

Report, the IC acknowledged that "there is evidence suggesting close cooperation {between 

Sino and Yuda Wood] (including administrative assistance, possible payment of capital at the 

time of establishment, joint control of certain of Yuda Wood's RMB bank accounts and the 

numerous emails indicating coordination of funding and other business activities)" [emphasis 

added.] 

150. The fact that Yuda Wood was a related party of Sino during the Class Period was a 

material fact and was required to be disclosed under GAAP, but, during the Class Period, that 

fact was not disclosed by Sino in any of the Impugned Documents, or otherwise. 

(vi) Sino fails to Disclose that Major Suppliers were Related Parties 

151. At material times, Sino had at least thirteen suppliers where former Sino employees, 

consultants or secondees are or were directors, officers and/or shareholders of one or more such 

suppliers. Due to these and other connections between these suppliers and Sino, some or all of 

such suppliers were in fact undisclosed related parties of Sino. 

152. Including Yuda Wood, the thirteen suppliers referenced above accounted for 43% of 

Sino's purported plantation purchases between 2006 and the first quarter of 2011. 

153. In none of the Impugned Documents did Sino disclose that any of these suppliers were 

related parties, nor did it disclose sufficient particulars of its relations with such suppliers as 

would have enabled the investing public to ascertain that those suppliers were related parties. 
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D. Misrepresentations relating to Sino 's Relations with Forestry Bureaus and its 
Purported Title to Forestry Assets in the PRC 

154. In at least two instances during the Class Period, PRC forestry bureau officials were 

either concurrently or subsequently employees of, or consultants to, Sino. One forestry bureau 

assigned employees to Sino and other companies to assist in the development of the forestry 

industry in its jurisdiction. 

155. In addition, a vice-chief of the forestry bureau was assigned to work closely with Sino, 

and while that vice chief still drew a basic salary from the forestry bureau, he also acted as a 

consultant to Sino in the conduct of Sino's business. This arrangement was in place for several 

years. That vice-chief appeared on Sino' s payroll from January 2007 with a monthly payment of 

RMB 15,000, which was significant compared with his forestry bureau salary. 

156. In addition, at material times, Sino and/or its subsidiaries and/or its suppliers made cash 

payments and gave "gifts" to forestry bureau officals, which potentially constituted a serious 

criminal offence under the laws of the PRC. At least some of these payments and gifts were 

made or given in order to induce the recipients to issue "confirmation letters" in relation to 

Sino's purported holdings in the PRC of standing timber. These practices utterly compromised 

the integrity of the process whereby those "confirmation letters" were obtained. 

157. Further, a chief of a forestry bureau who had authorized the issuance of confirmations to 

Sino was arrested due to corruption charges. That forestry bureau had issued confirmations only 

to Sino and to no other companies. Subsequent to the termination of that forestry bureau chief, 

that forestry bureau did not issue confirmations to any company. 

158. The foregoing facts were material because: (1) they undermined the reliability (if any) of 

the documentation upon which Sino relied and continues to rely to establish its ownership of 
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standing timber; and (2) the corruption in which Sino was engaged exposed Sino to potential 

criminal penalties, including substantial fines, as well as a risk of severe reputational damage in 

Sino's most important market, the PRC. 

159. However, none of these facts was disclosed in any of the Impugned Documents. On the 

contrary, Sino only made the following disclosure regarding fonner government officials in its 

2007 Annual Report (and in no other Impugned Document), which was materially incomplete, 

and a misrepresentation: 

To ensure successful growth, we have trained and promoted staff from within our 
organization, and hired knowledgeable people with relevant working experience 
and industry expertise - some joined us from forestry bureaus in various regions 
and provinces and/or state-owned tree farms. [ ... ] 4. Based in Heyuan, 
Guangdong, Deputy GM responsible for Heyuan plantations, previously with 
forestry bureau; studied at Yangdongxian Dangxiao [Mr. Liang] 5. Based in 
Hunan, Plantation controller, graduated from Hunan Agricultural University, 
previously Assistant Manager of state-owned farm trees in Hunan [Mr. Xie]. 

160. In respect of Sino's purported title to standing timber in the PRC, Sino possessed 

Plantation Rights Certificates, or registered title, only in respect of 18% of its purported holdings 

of standing timber as at December 31, 20 IO, a fact nowhere disclosed by Sino during the Class 

Period. This fact was highly material to Sino, inasmuch as standing timber comprised a large 

proportion of Sino's assets throughout the Class Period, and in the absence of Plantation Rights 

Certificates, Sino could not establish its title to that standing timber. 

161. Rather than disclose this highly material fact, Sino made the following misrepresentations 

in the following Impugned Documents: 

(a) In the 2008 Alf: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased tree plantations and planted tree plantations currently under our 

management, and we are in the process of applying for the plantation rights 
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certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; 

{b) In the 2009 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations cu"ently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; and 

(c) In the 2010 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]. 

162. In the absence of Plantation Rights Certificates, Sino relies principally on the purchase 

contracts entered into by its BVI subsidiaries ("BVIs") in order to demonstrate its ownership of 

standing timber. 

163. However, under PRC law, those contracts are void and unenforceable. 

164. In the alternative, if those contracts are valid and enforceable, they are enforceable only 

as against the counterparties through which Sino purported to acquire the standing timber, and 

not against the party who has registered title (if any) to the standing timber. Because some or all 

of those counterparties were or became insolvent, corporate shells or thinly capitalized, then any 

claims that Sino would have against those counterparties under PRC law, whether for unjust 

enrichment or otherwise, were of little to no value, and certainly constituted no substitute for 

registered title to the standing timber which Sino purported to own. 
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165. Sino never disclosed these material facts during the Class Period, whether in the 

Impugned Documents or otherwise. On the contrary, Sino made the following 

misrepresentations in relation to its purported title to standing timber: 

(a) In the July 2008 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(b) In the June 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(c) In the October 2010 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(d) In the 2006 AIF, Sino stated "Based on the supplemental purchase contracts and 

the plantation rights certificates issued by the relevant forestry departments, we 

have the legal right to own our purchased tree plantations"; 

(e) In the 2007 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry departments, we have the legal right to 

own our purchased tree plantations"; 

(f) In the 2008 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

tree plantations"; 
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(g) In the 2009 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the local forestry bureaus, we legally own our purchased 

plantations"; 

(h) In the December 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the local forestry bureaus, we 

legally own our purchased plantations"; and 

(i) In the 2010 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

plantations." 

166. In addition, during the Class Period, Sino never disclosed the material fact, belatedly 

revealed in the Second Report, that "in practice it is not able to obtain Plantation Rights 

Certificates for standing timber purchases when no land transfer rights are trans/ erred'' 

[emphasis added). 

167. On the contrary, during the Class Period, Sino made the following misrepresentation in 

each of the 2005, 2006 and 2007 AIFs: 

Since 2000, the PRC has been improving its system of registering plantation land 
ownership, plantation land use rights and plantation ownership rights and its 
system of issuing certificates to the persons having plantation land use rights, to 
owners owning the plantation trees and to owners of the plantation land. In April 
2000, the PRC State Forestry Bureau announced the "Notice on the 
Implementation of Nationwide Uniform Plantation Right Certificates" (Lin Zi Fa 
[2000] No. 159) on April 19, 2000 (the "Notice"). Under the Notice, a new 
uniform form of plantation rights certificate is to be used commencing from the 
date of the Notice. The same type of new form plantation rights certificate will 
be issued to the persons having the right to use the plantation land, to persons 
who own the plantation land and plantation trees, and to persons having the 
right to use plantation trees. 

[Emphasis added) 
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168. Under PRC law, county and provincial forestry bureaus have no authority to issue 

confirmation letters. Such letters cannot be relied upon in a court of law to resolve a dispute and 

are not a guarantee of title. Notwithstanding this, during the Class Period, Sino made the 

following misrepresentations: 

(a) In the 2005 AIF: "In addition. for the purchased tree plantations. we have 

obtained confirmations from the relevant forestry bureaus that we have the 

legal right to own the purchased tree plantations for which we have not received 

certificates" [emphasis added]; 

(b) In the 2006 AIF: "In addition, for the purchased tree plantations, we have 

obtained confumations from the relevant forestry bureaus that we have the 

legal right to own the purchased tree plantations/or which we have not received 

certif1eates" [emphasis added]; and 

(c) In the 2007 AIF: "For our Purchased Tree Plantations, we have applied for the 

relevant Plantation Rights Certificates with the competent local forestry 

departments. As the relevant locations where we purchased our Purchased Tree 

Plantations have not fully implemented the new form Plantation Rights 

Certificate, we are not able to obtain all the corresponding Plantation Rights 

Certificates for our Purchased Tree Plantations. Jn this connection, we obtained 

confirmation on our ownership of our Purchased Tree Plantations from the 

relevant forestry departments." [emphasis added] 
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E. Misrepresentations relating to Sino's Relationships with its Ais 

169. In addition to the misrepresentations alleged above in relation to Sino's Als, including 

those alleged in Section VI.C hereof (Misrepresentations relating to Sino 's Related Party 

Transactions), Sino made the following misrepresentations during the Class Period in relation to 

its relationships with it Als. 

(i) Sino Misrepresents the Degree of its Reliance on its Als 

170. On March 31, 2006. Sino issued and filed on SEDAR its 2005 AIF. In that AIF. Sino 

stated that "We intend to reduce our reliance on authorized intermediaries going forward." 

171. On March 30, 2007, Sino issued and filed on SEDAR its 2006 AIF. In that AIF, Sino 

stated: 

... PRC laws and regulations require foreign companies to obtain licenses to 
engage in any business activities in the PRC. As a result of these requirements, we 
currently engage in our trading activities through PRC authorized intermediaries 
that have the requisite business licenses. There is no assurance that the PRC 
government will not take action to restrict our ability to engage in trading 
activities through our authorized intermediaries. In order to reduce our reliance 
on the authorized intermediaries, we intend to use a WFOE in the PRC to enter 
into contracts directly with suppliers of raw timber, and tllen process the raw 
timber, or engage others to process raw timber on its behalf, and sell logs, wood 
chips and wood-based products to customers, although it would not be able to 
engage in pure trading activities. 

[Emphasis added.] 

172. In its 2007 AIF, which Sino filed on March 28, 2008, Sino again declared its intention to 

reduce its reliance upon Als. 

173. These statements were false and/or materially misleading when made, inasmuch as Sino 

had no intention to reduce materially its reliance on Als, because its Als were critical to Sino's 

ability to inflate its revenue and net income. Rather, these statements had the effect of mitigating 

any investor concern arising from Sino's extensive reliance upon Als. 
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174. Tluoughout the Class Period, Sino continued to depend heavily upon Als for its 

purported sales of standing timber. IR faet, eeatftu'y Contrary to Sino's purported intention to 

reduce its reliance on its Als, Sino's reliance on its Als in fact increased during the Class Period. 

(ii) Sino Misrepresents the Tax-related Risks Arising.from its use of Als 

175. Tluoughout the Class Period, Sino materially understated the tax-related risks arising 

from its use of Als. 

176. Tax evasion penalties in the PRC are severe. Depending on whether the PRC authorities 

seek recovery of unpaid taxes by means of a civil or criminal proceeding, its claims for unpaid 

tax are subject to either a five- or ten-year limitation period. The unintentional failure to pay 

taxes is subject to a 0.05% per day interest penalty, while an intentional failure to pay taxes is 

punishable with fines of up to five times the unpaid taxes, and confiscation of part or all of the 

criminal's personal properties maybe also imposed. 

177. Therefore, because Sino professed to be unable to determine whether its Als have paid 

required taxes, the tax-related risks arising from Sino's use of Als were potentially devastating. 

Sino failed, however, to disclose these aspects of the PRC tax regime in its Class Period 

disclosure documents, as alleged more particularly below. 

178. Based upon Sino's reported results, Sino's tax accruals in all of its Impugned Documents 

that were interim and annual financial statements were materially deficient. For example, 

depending on whether the PRC tax authorities would assess interest at the rate of 18.75% per 

annum, or would assess no interest, on the unpaid income taxes of Sino's BVI subsidiaries, and 

depending also on whether one assumes that Sino's Als have paid no income taxes or have paid 

50% of the income taxes due to the PRC, then Sino's tax accruals in its 2007, 2008, 2009 and 

2010 Audited Annual Financial Statements were understated by, respectively, US$10 million to 
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US$150 million, US$50 million to US$260 million, US$&1 million to US$371 million, and 

US$83 million to US$493 million. Importantly, were one to consider the impact of unpaid taxes 

other than unpaid income taxes (for example, unpaid value-added taxes), then the amounts by 

which Sino's tax accruals were understated in these financial statements would be substantially 

larger. 

179. The aforementioned estimates of the amounts by which Sino's tax accruals were 

understated also assume that the PRC tax authorities only impose interest charges on Sino's BVI 

Subsidiaries and impose no other penalties for unpaid taxes, and assume further that the PRC 

authorities seek back taxes only for the preceding five years. As indicated above, each of these 

assumptions is likely to be unduly optimistic. In any case, Sino's inadequate tax accruals 

violated GAAP, and constituted misrepresentations. 

180. Sino also violated GAAP in its 2009 Audited Annual Financial Statements by failing to 

apply to its 2009 financial results the PRC tax guidance that was issued in February 2010. 

Although that guidance was issued after year-end 2009, GAAP required that Sino apply that 

guidance to its 2009 financial results, because that guidance was issued in the subsequent events 

period. 

181. Based upon Sino's reported profit margins on its dealings with Als, which margins are 

extraordinary both in relation to the profit margins of Sino's peers, and in relation to the limited 

risks that Sino purports to assume in its transactions with its Als, Sino's Als are not satisfying 

their tax obligations, a fact that was either known to the Defendants or ought to have been 

known. If Sino's extraordinary profit margins are real, then Sino and its Als must be dividing 

the gains from non-payment of taxes to the PRC. 
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182. During the Class Period, Sino never disclosed the true nature of the tax-related risks to 

which it was exposed. This omission, in violation of GAAP, rendered each of the following 

statements a misrepresentation: 

(a) In the 2005 Annual Financial Statements. note 12 [bl "Provision for tax related 

liabilities" and associated text: 

(b) In the 2006 Annual Financial Statements, note 11 [b] "Provision for tax related 

liabilities" and associated text; 

(c) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(d) In the AIF dated March 30, 2007, the section "Estimation of the Company's 

provision for income and related taxes," and associated text; 

(e) In the Ql and Q2 2007 Financial Statements, note 5 "Provision for Tax Related 

Liabilities," and associated text; 

(f) In the Q3 2007 Financial Statements, note 6 "Provision for Tax Related 

Liabilities," and associated text; 

(g) In the 2007 Annual Financial Statements, note 13 [b] "Provision for tax related 

liabilities," and associated text; 

(h) In the 2007 Annual MD&A and Amended 2007 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(i) In the AIF dated March 28, 2008, the section "Estimation of the Corporation's 

provision for income and related taxes," and associated text; 

G) In the Ql, Q2 and Q3 2008 Financial Statements, note 12 "Provision for Tax 

Related Liabilities," and associated text; 
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(k) In the Ql, Q2 and Q3 2008 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(l) In the July 2008 Offering Memorandum, the subsection "Taxation" in the section 

"Management's Discussion and Analysis of Financial Condition and Results of 

Operations," and associated text; 

(m) In the 2008 Annual Financial Statements, note 13 [d] "Provision for tax related 

liabilities," and associated text; 

(n) In the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(o) In the AIF dated March 31, 2009, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(p) In the QI, Q2 and Q3 2009 Financial Statements, note 13 "Provision for Tax 

Related Liabilities," and associated text; 

(q) In the Ql, Q2 and Q3 2009 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(r) In the 2009 Annual Financial Statements, note 15 [d} "Provision for tax related 

liabilities," and associated text; 

(s) In the 2009 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(t) In the AIF dated March 31, 2010, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 
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(u) In the Ql and Q2 2010 Financial Statements, note 14 "Provision for Tax Related 

Liabilities," and associated text; 

(v) In the Ql and Q2 2010 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(w) In the Q3 2010 Financial Statements, note 14 "Provision and Contingencies for 

Tax Related Liabilities," and associated text; and 

(x) In the Q3 2010 MD&As, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; 

(y) In the October 2010 Offering Memorandum, the subsection "Taxation" in the 

section "Selected Financial Information," and associated text; 

(z) In the 2010 Annual Financial Statements, note 18 "Provision and Contingencies 

for Tax Related Liabilities," and associated text; 

(aa) In the 2010 Annual MD&A, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; and 

(bb) In the AIF dated March 31, 2011, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text. 

183. In every Impugned Document that is a financial statement, the line item "Accounts 

payable and accrued liabilities" and associated figures on the Consolidated Balance Sheets fails 

to properly account for Sino's tax accruals and is a misrepresentation, and a violation ofGAAP. 

184. During the Class Period, Sino also failed to disclose in any of the Impugned Documents 

that were AIFs, MD&As, financial statements, Prospectuses or Offering Memoranda, the risks 
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relating to the repatriation of its earnings from the PRC. In 2010, Sino added two new sections 

to its AIF regarding the risk that it would not be able to repatriate earnings from its BVI 

subsidiaries (which deal with the Als). The amount of retained earnings that may not be able to 

be repatriated is stated therein to be US$1.4 billion. Notwithstanding this disclosure, Sino did not 

disclose in these Impugned Documents that it would be unable to repatriate any earnings absent 

proof of payment of PRC taxes, which it has admitted that it lacks. 

(iii) Sino Misrepresents its Accounting Treatment of its Als 

185. In addition, there are material discrepancies in Sino's descriptions of its accounting 

treatment of its Ais. Beginning in the 2003 AIF, Sino described its Als as follows: 

Because of the provisions in the Operational Procedures that specify when we and 
the authorized intermediary assume the risks and obligations relating to the raw 
timber or wood chips, as the case may be, we treat these transactions for 
accounting purposes as providing that we take title to the raw timber when it is 
delivered to the authorized intermediary. Title then passes to the authorized 
intermediary once the timber is processed into wood chips. Accordingly, we treat 
the authorized intermediaries for accounting purposes as being both our 
suppliers and customers in these transactions. 

[Emphasis added.] 

186. Sino's disclosures were consistent in that regard up to and including Sino's first Alf 

issued in the Class Period (the 2006 AIF), which states: 

Because of the provisions in the Operational Procedures that specify when we and 
the AI assume the risks and obligations relating to the raw timber or wood chips, 
as the case may be, we treat these transactions for accounting purposes as 
providing that we take title to the raw timber when it is delivered to the AI. Title 
then passes to the AI once the timber is processed into wood chips. Accordingly, 
we treat the AI for accounting purposes as being both our supplier and 
customer in these transactions. 

[Emphasis added.] 

187. In subsequent AIFs, Sino ceased without explanation to disclose whether it treated Als 

for accounting purposes as being both the supplier and the customer. 
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188. Following the issuance of Muddy Waters' report on the last dtty efthe Class Pefied June 

2, 2011, however, Sino declared publicly that Muddy Waters was "wrong" in its assertion that, 

for accounting purposes, Sino treated its Als as being both supplie~ and customer§. in 

transactions. This claim by Sino implies either that Sino misrepresented its accounting treatment 

of Als in its 2006 AIF (and in its AIFs for prior years), or that Sino changed its accounting 

treatment of its Als after the issuance of its 2006 AIF. If the latter is true, then Sino was obliged 

by GAAP to disclose its change in its accounting treatment of its Als. It failed to do so. 

F. Misrepresentations relating to Sino's Cash Flow Statements 

189. Given the nature of Sino's operations, that of a frequent trader of standing timber, Sino 

improperly accounted for its purchases of timber assets as "Investments" in its Consolidated 

Statements Of Cash Flow. In fact, such purchases are "Inventory" within the meaning of GAAP, 

given the nature ofSino's business. 

190. Additionally, Sino violated the GAAP 'matching' principle in treating timber asset 

purchases as "Investments" and the sale of timber assets as "Inventory": cash flow that came into 

the company was treated as cash flow from operations, but cash flow that was spent by Sino was 

treated as cash flow for investments. As a result, "Additions to timber holding" was improperly 

treated as a "Cash Flows Used In Investing Activities" instead of "Cash Flows From Operating 

Activities" and the item "Depletion of timber holdings included in cost of sales" should not be 

included in "Cash Flows From Operating Activities," because it is not a cash item. 

191. The effect of these misstatements is that Sino's Cash Flows From Operating Activities 

were materially overstated throughout the Class Period, which created the impression that Sino 

was a far more successful cash generator than it was. Such mismatching and misclassification is 

a violation ofGAAP. 
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192. Cash Flows From Operating Activities are one of the crucial metrics used by the financial 

analysts who followed Sino's performance. These misstatements were designed to, and did, 

have the effect of causing such analysts to materially overstate the value of Sino. This material 

overstatement was incorporated into various research reports made available to the Class 

Members, the market and the public at large. 

193. Matching is a foundational requirement ofGAAP reporting. E&Y and BDO were aware, 

at all material times, that Sino was required to adhere to the matching principle. If E& Y and 

BDO had conducted GAAS-complaint audits, they would have been aware that Sino's reporting 

was not GAAP compliant with regard to the matching principle. Accordingly, if they had 

conducted GAAS-compliant audits, the statements by E&Y and BDO that Sino's reporting was 

GAAP-compliant were not only false, but were made, at a minimum, recklessly. 

194. Further, at all material times, E&Y and BDO were aware that misstatements in Cash 

Flows From Operating Activities would materially impact the market's valuation of Sino. 

195. Accordingly, in every Impugned Document that is a financial statement, the Consolidated 

Statements Of Cash Flow are a misrepresentation and, particularly, the Cash Flows From 

Operating Activities item and associated figures is materially overstated, the "additions to timber 

holdings" item and figures is required to be listed as Cash Flows From Operating Activities, and 

the "depletion of timber holdings included in cost of sales" item and figures should not have 

been included. 

G. Misrepresentations relating to Certain Risks to which Sino was exposed 

(i) Sino is conducting "business activities" in China 

196. At material times, PRC law required foreign entities engaging in "business activities" in 

the PRC to register to obtain and maintain a license. Violation of this requirement could have 
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resulted in both administrative sanctions and criminal punishment, including banning the 

unlicensed business activities, confiscating illegal income and properties used exclusively 

therefor, and/or an administrative fines of no more than RMB 500,000. Possible criminal 

punishment included a criminal fine from 1 to 5 times the amount of the profits gained. 

197. Consequently, were Sino's BVI subsidiaries to have been engaged in unlicensed in 

"business activities" in the PRC during the Class Period, they would have been exposed to risks 

that were highly material to Sino. 

198. Under PRC law, the term "business activities" generally encompasses any for-profit 

activities, and Sino's BVI subsidiaries were in fact engaged in unlicensed "business activities" in 

the PRC during the Class Period. However, Sino did not disclose this fact in any of the 

Impugned Documents, including in its AIFs for 2008-2010, which purported to make full 

disclosure of the material risks to which Sino was then exposed. 

(ii) Sino fails to disclose that no proceeds were paid to it by its A!s 

199. In the Second Report, Sino belatedly revealed that: 

In practice, proceeds from the Entrusted Sale Agreements are not paid to SF but 
are held by the Als as instructed by SF and subsequently used to pay for further 
purchases of standing timber by the same or other BVIs. The Als will continue to 
hold these proceeds until the Company instructs the Als to use these proceeds to 
pay for new BVI standing timber purchases. No proceeds are directly paid to the 
Company, either onshore or offthore. 

[Emphasis added] 

200. This material fact was never disclosed in any of the Impugned Documents during the 

Class Period. On the contrary, Sino made the following statements during the Class Period in 

relation to the proceeds paid to it by its Als, each of which was materially misleading and 

therefore a misrepresentation: 
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(a) In the 2005 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other PRC liabilities" [emphasis added]; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the 2006 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other liabilities denominated in Renminbi" [emphasis added); 

(d) In the 2007 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi;" 

(e) In the 2008 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added); 

(f) In the 2009 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; and 

(g) In the 2010 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]. 
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R Misrepresentations relating to Sino's GAAP Compliance and the Auditors' GAAS 
Compliance 

(i) Sino, Chan and Horsley misrepresent that Sino complied with GAAP 

201. In each of its Class Period financial statements, Sino represented that its financial 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

202. In particular, Sino misrepresented in those financial statements that it was GAAP-

compliant as follows: 

(a) In the annual financial statements filed on March 31, 2006. at Note 1: "The 

consolidated financial statements of Sino-Forest Co1poration (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 

(b) In the annual financial statements filed on March 19, 2007, at Note l: "These 

consolidated financial statements Sino-Forest Corporation (the "Company") have 

been prepared in United States dollars in accordance with Canadian generally 

accepted accounting principles"; 

(c) In the annual financial statements filed on March 18, 2008, at Note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 

(d) In the annual financial statements filed on March 16, 2009, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 

( e) In the annual financial statements filed on March 16, 2010, at note 1 : ''The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 
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have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; and 

(f) In the annual financial statements filed on March 15, 2011, at note l: 'The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles". 

203. In each of its Class Period MD&As, Sino represented that its reporting was GAAP-

compliant, which was a misrepresentation for the reasons set out elsewhere herein. 

204. In particular, Sino misrepresented in those MD&As that it was GAAP-compliant as 

follows: 

(a) In the annual MD&A filed on March 19, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting princip1es (GAAP)"; 

(b) In the quarterly MD&A filed on May 14, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

(c) In the quarterly MD&A filed on August 13, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

(d) In the quarterly MD&A filed on November 12, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

(e} In the annual MD&A filed on March 18, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 
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(f) In the amended annual MD&A filed on March 28, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(g) In the quarterly MD&A filed on May 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

(h) In the quarterly MD&A filed on August 12, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

(i) In the quarterly MD&A filed on November 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

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

G) In the annual MD&A filed on March 16, 2009: "Except where otherwise 

indicated, all financial infonnation reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(k) In the amended annual MD&A filed on March 17, 2009: "Except where otherwise 

indicated, all financial infonnation reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(1) In the quarterly MD&A filed on May 11, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(m) In the quarterly MD&A filed on August 10, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(n) In the quarterly MD&A filed on November 12, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 
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(o) In the annual MD&A files on March 16, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(p) In the quarterly MD&A filed on May 12, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(q) In the quarterly MD&A filed on August 10, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(r) In the quarterly MD&A filed on November 10, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; and 

(s) In the annual MD&A filed on March 15, 2011: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")." 

205. In the Offerings, Sino represented that its reporting was GAAP-compliant, which was a 

misrepresentation for the reasons set out elsewhere herein. 

206. In particular, Sino misrepresented in the Offerings that it was GAAP-compliant as 

follows: 

(a) In the July 2008 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP'')[ ... ]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada" and "Each of the foregoing reports or financial statements will be 

prepared in accordance with Canadian generally accepted accounting principles 
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other than for reports prepared for financial periods commencing on or after 

January l, 2011 [ ... ]"; 

(b) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada," "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP," "Our audited and consolidated 

financial statements for the years ended December 31, 2006, 2007 and 2008 and 

our unaudited interim consolidated financial statements for the three-month 

periods ended March 31, 2008 and 2009 have been prepared in accordance with 

Canadian GAAP"; 

(c) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... )," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada" and "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP"; and 

(d) In the October 2010 Offering Memorandum: "We prepare our financial 

statements on a consolidated basis in accordance with accounting principles 

generally accepted in Canada ("Canadian GAAP")[ ... )," "Our auditors conduct 

their audit of our financial statements in accordance with auditing standards 

generally accepted in Canada," "The audited and unaudited consolidated financial 

statements were prepared in accordance with Canadian GAAP," "Our audited and 

consolidated financial statements for the years ended December 31, 2007, 2008 

and 2009 and our unaudited interim consolidated financial statements for the six

month periods ended June 30, 2009 and 2010 have been prepared in accordance 

with Canadian GAAP." 
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207. In the Class Period Management's Reports, Chan and Horsley represented that Sino's 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

208. In particular, Chan and Horsley misrepresented in those Management's Reports that 

Sino's financial statements were GAAP-compliant as follows: 

(a) In respect of the annual financial statements filed on March 19, 2007 31. 2006. 

Chan and Horlsley stated in the 2005 Annual Report: "The consolidated financial 

statements contained in this Annual Report have been prepared by management in 

accordance with Canadian generally accepted accounting principles"; 

(b) In respect of the annual financial statements filed on March l&, 200& 19. 2007, 

Chan and Horlsley stated in the 2006 Annual Report: "The consolidated financial 

statements contained in this Annual Report have been prepared by management in 

accordance with Canadian generally accepted accounting principles"; 

(c) In respect of the annual financial statements filed on March 18. 2008. Chan and 

Horsley stated in the 2007 Annual Report: "The consolidated financial statements 

contained in this Annual Report have been prepared by management in 

accordance with Canadian generally accepted accounting principles"; 

(d) In respect of the annual financial statements filed on March 16, 2009, Chan and 

Horlsley stated in the 2008 Annual Report: "The consolidated financial statements 

contained in this Annual Report have been prepared by management ID 

accordance with Canadian generally accepted accounting principles"; 

(e) In respect of the annual financial statements filed on March 16, 2010, Chan and 

Hods!ey stated in the 2009 Annual Report: "The consolidated financial statements 

contained in this Annual Report have been prepared by management ID 

accordance with Canadian generally accepted accounting principles"; and 
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(f) In respect of the annual financial statements filed on March 15, 2011, Chan and 

Horlsley stated in the 2010 Annual Report: "The consolidated financial statements 

contained in this Annual Report have been prepared by management in 

accordance with Canadian generally accepted accounting principles." 

(ii) E&Y and BDO misrepresent that Sino complied with GAAP and that they complied 
withGAAS 

209. In each of Sino's Class Period annual financial statements, E&Y or BOO, as the case 

may be, represented that Sino's reporting was GAAP-compliant, which was a misrepresentation 

for the reasons set out elsewhere herein. In addition, in each such annual financial statement, 

E&Y and BOO, as the case may be, represented that they had conducted their audit in 

compliance with GAAS, which was a misrepresentation because they did not in fact conduct 

their audits in accordance with GAAS. 

210. In particular, E&Y and BDO misrepresented that Sino's financial statements were 

GAAP-compliant and that they had conducted their audits in compliance with GAAS as follows: 

(a) In Sino's annual financial statements filed on March 31. 2006. BOO stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly. in all material respects. the financial oosition of the Company as at 

December 31, 2005 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting 

principles"; 

(b) In Sino's annual financial statements filed on March 19, 2007, BDO stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated fmancial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2006 and 2005 and the results of its operations and its cash flows 
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for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(c) In the June 2007 Prospectus, BDO stated: "We have complied with Canadian 

generally accepted standards for an auditor's involvement with offering 

documents"; 

(d) In Sino's annual financial statements filed on March 18, 2008, E&Y stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting principles. 

The financial statements as at December 31, 2006 and for the year then ended 

were audited by other auditors who expressed an opinion without reservation on 

those statements in their report dated March 19, 2007"; 

(e) In the July 2008 Offering Memorandum, BOO stated: "We conducted our audit in 

accordance with Canadian generally accepted auditing standards" and "In our 

opinion, these consolidated financial statements present fairly, in all material 

respects, the financial position of the Company as at December 31, 2006 and 2005 

and the results of its operations and its cash flows for the years then ended in 

accordance with Canadian generally accepted accounting principles" and E&Y 

stated "We conducted our audit in accordance with Canadian generally accepted 

auditing standards" and "In our opinion, these consolidated financial statements 

present fairly, in all material respects, the financial position of the Company as at 

December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting 

principles"; 

(f) In Sino's annual financial statements filed on March 16, 2009, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 
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fairly, in all material respects, the financial position of the Company as at 

December 31, 2008 and 2007 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(g) In Sino's annual financial statements filed on March 16, 2010, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2009 and 2008 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; and 

(h) In Sino's annual financial statements filed on March 15, 2011, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards." and "In our opinion, the consolidated financial statements present 

fairly, in all material respects, the financial position of Sino-Forest corporation as 

at December 31, 2010 and 2009 and the results of its operations and cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles." 

(iii) The Market Relied on Sino 's Purported GAAP-comp/iance and E& Y's and BDO 's 
purported GAAS-compliance in Sino 's Financial Reporting 

211. As a public company, Sino communicated the results it claimed to have achieved to the 

Class Members via quarterly and annual financial results, among other disclosure documents. 

Sino's auditors, E&Y and BOO, as the case may be, were instrumental in the communication of 

Sino's fmancial information to the Class Members. The auditors certified that the financial 

statements were compliant with GAAP and that they had performed their audits in compliance 

with GAAS. Neither was true. 
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212. The Class Members invested in Sino's securities on the critical premise that Sino's 

financial statements were in fact GAAP-compliant, and that Sino's auditors had in fact 

conducted their audits in compliance with GAAS. Sino's reported financial results were also 

followed by analysts at numerous financial institutions. These analysts promptly reported to the 

market at large when Sino made earnings announcements, and incorporated into their Sino

related analyses and reports Sino's purportedly GAAP-compliant financial results. These 

analyses and reports, in tum, significantly affected the market price for Sino's securities. 

213. The market, including the Class Members, would not have relied on Sine's financial 

reporting had the auditors disclosed that Sino's financial statements were not reliable or that they 

had not followed the processes that would have amply revealed that those statements were 

reliable. 

VII. CHAN'S AND HORSLEY'S FALSE CERTIFICATIONS 

214. Pursuant to National Instrument 52-109, the defendants Chan, as CEO, and Horsley, as 

CFO, were required at the material times to certify Sino's annual and quarterly MD&As and 

Financial Statements as well as the AIFs (and all documents incorporated into the A!Fs). Such 

certifications included statements that the filings "do not contain any untrue statement of a 

material fact or omit to state a material fact required to be stated or that is necessary to make a 

statement not misleading in light of the circumstances under which it was made" and that the 

reports "fairly present in all material respects the financial condition, results of operations and 

cash flows of the issuer." 

215. As particularized elsewhere herein, however, the Impugned Documents contained the 

Representation, which was false, as well as the other misrepresentations alleged above. 
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Accordingly, the certifications given by Chan and Horsley were false and were themselves 

misrepresentations. Chan and Horsley made such false certifications knowingly or, at a 

minimum. recklessly. 

VIII. THE TRUTH IS REVEALED 

216. On June 2, 2011, Muddy Waters issued its initial report on Sino, and stated in part 

therein: 

Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures - even though, because of TRE's default on its investment obligations, 
the JV never went into operation. TRE just lied. 

The foundation ofTRE's fraud is a convoluted structure whereby it claims to run 
most of its revenues through "authorized intermediaries" ("AI"). Ais are 
supposedly timber trader customers who purportedly pay much of TRE's value 
added and income taxes. At the same time, these Als allow TRE a gross margin of 
55% on standing timber merely for TRE having speculated on trees. 

The sole purpose of this structure is to fabricate sales transactions while having an 
excuse for not having the VAT invoices that are the mainstay of China audit 
work. If TRE really were processing over one billion dollars in sales through Ais, 
TRE and the Als would be in serious legal trouble. No legitimate public company 
would take such risks - particularly because this structure has zero upside. 

[ ... ] 

On the other side of the books, TRE massively exaggerates its assets. TRE 
significantly falsifies its investments in plantation fiber (trees). It purports to have 
purchased $2.891 billion in standing timber under master agreements since 2006 
[ ... ] 
[ ... ] 

Valuation 

Because TRE has $2.l billion in debt outstanding, which we believe exceeds the 
potential recovery, we value its equity at less than $1.00 per share. 
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217. Muddy Waters' report also disclosed that (a) Sino's business is a fraudulent scheme; (b) 

Sino systemically overstated the value of its assets; (c) Sino failed to disclose various related 

party transactions; (d) Sino misstated that it had enforced high standards of governance; (e) Sino 

misstated that its reliance on the Als had decreased; (t) Sino misrepresented the tax risk 

associated with the use of Als; and (g) Sino failed to disclose the risks relating to repatriation of 

earnings from PRC. 

218. After Muddy Waters' initial report became public, Sino shares fell to $14.46, at which 

point trading was halted (a decline of 20.6% from the pre-disclosure close of $18.21 ). When 

trading was allowed to resume the next day, Sino's shares fell to a close of $5.23 (a decline of 

71.3%fromJune 1). 

219. On November 13, 2011 Sino released the Second Report in redacted form. Therein, the 

Committee summarized its findings: 

B. Overview of Principal Findings 

The following sets out a very high level overview of the IC's principal findings 
and should be read in conjunction with the balance of this report. 

Timber Ownership 

[ ... ] 
The Company does not obtain registered title to BVI purchased plantations. In 
the case of the BVIs' plantations, the IC has visited forestry bureaus, Suppliers 
and Als to seek independent evidence to establish a chain of title or payment 
transactions to verify such acquisitions. The purchase contracts, set-off 
arrangement documentation and forestry bureau confirmations constitute the 
documentary evidence as to the Company's contractual or other rights. The IC 
has been advised that the Company's rights to such plantations could be open to 
challenge. However, Management has advised that, to date, it is unaware of any 
such challenges that have not been resolved with the Suppliers in a manner 
satisfactory to the Company. 

Forestry Bureau Confirmations and Plantation Rights Certificates 
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Registered title, through Plantation Rights Certificates is not available in the 
jurisdictions (i.e. cities and counties) examined by the IC Advisors for standing 
timber that is held without land use/lease rights. Therefore the Company was not 
able to obtain Plantation Rights Certificates/or its BVIs standing timber assets 
in those areas. In these circumstances, the Company sought confirmations from 
the relevant local forestry bureau acknowledging its rights to the standing timber. 

The IC Advisors reviewed forestry bureau confirmations for virtually all BVIs 
assets and non-Mandra WFOE purchased plantations held as at December 31, 
2010. The IC Advisors, in meetings organized by Management, met with a 
sample of forestry bureaus with a view to obtaining verification of the Company's 
rights to standing timber in those jurisdictions. The result of such meetings to date 
have concluded with the forestry bureaus or related entities having issued new 
confirmations as to the Company's contractual rights to the Company in respect 
of 111,177 Ha. as ofDecember 31, 2010 and 133,040 Ha. as of March 31, 2011, 
and have acknowledged the issuance of existing confirmations issued to the 
Company as to certain rights, among other things, in respect of 113,058 Ha. as of 
December 31, 2010. 

Forestry bureau confirmations are not officially recognized documents and are 
not issued pursuant to a legislative mandate or, to the knowledge of the IC, a 
published policy. It appears they were issued at the request of the Company or 
its Suppliers. The confirmations are not title documents, in the Western sense of 
that term, although the IC believes they should be viewed as comfort indicating 
the relevant forestry bureau does not dispute SF's claims to the standing timber to 
which they relate and might provide comfort in case of disputes. The purchase 
contracts are the primary evidence of the Company's interest in timber assets. 

In the meetings with forestry bureaus, the IC Advisors did not obtain significant 
insight into the intemal authorization or diligence processes undertaken by the 
forestry bureaus in issuing confirmations and, as reflected elsewhere in this 
report, the IC did not have visibility into or complete comfort regarding the 
methods by which those confirmations were obtained. It should be noted that 
several Suppliers observed that SF was more demanding than other buyers in 
requiring forestry bureau confirmations. 

Book Value of Timber 

Based on its review to date, the IC is satisfied that the book value of the BVIs 
timber assets of $2.476 billion reflected on its 2010 Financial Statements and of 
SP WFOE standing timber assets of$298.6 million reflected in its 2010 Financial 
Statements reflects the purchase prices for such assets as set out in the BVIs and 
WFOE standing timber purchase contracts reviewed by the IC Advisors. Further, 
the purchase prices for such BVIs timber assets have been reconciled to the 
Company's financial statements based on set-off documentation relating to such 
contracts that were reviewed by the IC. However, these comments are also 
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subject to the conclusions set out above under "Timber Ownership" on title and 
other rights to plantation assets. 

The IC Advisors reviewed docwnentation acknowledging the execution of the set
off arrangements between Suppliers, the Company and Ais for the 2006-2010 
period. However, the IC Advisors were unable to review any documentation of 
Als or Suppliers which independently verifud movements of cash in connection 
with such set-off a"angements between Suppliers, the Company and the Als 
used to settle purchase prices paid to Suppliers by Alson behalf of SF. We note 
also that the independent valuation referred to in Part VIII below has not yet been 
completed. 

Revenue Reconciliation 

As reported in its First Interim Report, the IC has reconciled reported 2010 total 
revenue to the sales prices in BVIs timber sales contracts, together with macro 
customer level data from other businesses. However, the IC was unable to review 
any documentation of Als or Suppliers which independently verified movements 
of cash in connection with set-off arrangements used to settle purchase prices 
paid, or sale proceeds received by, or on behalf of SF. 

Relationships 

• Yuda Wood: The IC is satisfied that Mr. Huang Ran is not currently an 
employee of the Company and that Yuda Wood is not a subsidiary of the 
Company. However, there is evidence suggesting close cooperation (including 
administrative assistance, possible payment of capital at the time of 
establishment, joint control of certain of Yuda Wood's RMB bank accounts and 
the numerous emails indicating coordination of funding and other business 
activities). Management has explained these arrangements were mechanisms that 
allowed the Company to monitor its interest in the timber transactions. Further, 
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship in 
a number of Suppliers (See Section VI.B). The IC Advisors have been introduced 
to persons identified as influential backers of Yuda Wood but were unable to 
determine the relationships, if any, of such persons with Yuda Wood, the 
Company or other Suppliers or Als. Management explanations of a number of 
Yuda Wood-related emails and answers to E&Y's questions are being reviewed 
by the IC and may not be capable of independent veriftcation. 

• Other: The IC's review has identified other situations which require further 
review. These situations suggest that the Company may have close relationships 
with certain Suppliers, and certain Suppliers and Als may have cross
ownership and other relationships with each other. The IC notes that in the 
interviews conducted by the IC with selected Als and Suppliers, all such parties 
represented that they were independent of SF. Management has very recently 
provided information and analysis intended to explain these situations. The IC is 
reviewing this material from Management and intends to report its findings in this 
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regard in its final report to the Board. Some of such information and explanations 
may not be capable of independent verification. 

• Accounting Considerations: To the extent that any of SF's purchase and sale 
transactions are with related parties for accounting purposes, the value of these 
transactions as recorded on the books and records of the Company may be 
impacted. 

[ ... ) 

BVI Structure 

The BVI structure used by SF to purchase and sell standing timber assets could be 
challenged by the relevant Chinese authorities as the undertaking of "business 
activities" within China by foreign companies, which may only be undertaken by 
entities established within China with the requisite approvals. However, there is 
no clear definition of what constitutes "business activities" under Chinese law and 
there are different views among the IC's Chinese counsel and the Company's 
Chinese counsel as to whether the purchase and sale of timber in China as 
undertaken by the BVIs could be considered to constitute "business activities" 
within China. In the event that the relevant Chinese authorities consider the BVIs 
to be undertaking "business activities" within China, they may be required to 
cease such activities and could be subject to other regulatory action. As 
regulariz.ation of foreign businesses in China is an ongoing process, the 
government has in the past tended to allow foreign companies time to restructure 
their operations in accordance with regulatory requirements (the cost of which is 
uncertain), rather than enforcing the laws strictly and imposing penalties without 
notice. See Section 11.B.2 

C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its 
attempts to implement a robust independent process which would yield reliable 
results. Among those challenges are the following: 

(a) Chinese Legal Regime for Forestry: 

• national laws and policies appear not yet to be implemented at all local levels; 

• in practice, none of the local jurisdictions tested in which BVIs hold standing 
timber appears to have instituted a government registry and documentation system 
for the ownership of standing timber as distinct from a government registry 
system for the ownership of plantation land use rights; 

• the registration of plantation land use rights, the issue of Plantation Rights 
Certificates and the establishment of registries, is incomplete in some jurisdictions 
based on the information available to the IC; 
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• as a result, title to standing timber, when not held in conjunction with a land 
use right, cannot be definitively proven by reference to a government 
maintained register; and 

• Sino-Forest has requested confinnations from forestry bureaus of its acquisition 
of timber holdings (excluding land leases) as additional evidence of ownership. 
Certain forestry bureaus and Suppliers have indicated the confirmation was 
beyond the typical diligence practice in China for acquisition of timber holdings. 

(b) Obtaining Infonnation from Third Parties: For a variety ofreasons, all of them 
outside the control of the IC, it is very difficult to obtain information from third 
parties in China. These reasons include the following: 

• many of the third parties from whom the JC wanted information (e.g., Als, 
Suppliers and forestry bureaus) are not compellable by the Company or 
Canadian legal processes; 

• third parties appeared to have concerns relating to disclosure of information 
regarding their operations that could become public or fall into the hands of 
Chinese government authorities: many third parties explained their reluctance to 
provide requested documentation and information as being "for tax reasons" 
but declined to elaborate; and 

• awareness of MW allegations, investigations and information gathering by the 
OSC and other parties, and court proceedings; while not often explicitly 
articulated, third parties had an awareness of the controversy surrounding SF and 
a reluctance to be associated with any of these allegations or drawn into any of 
these processes. 

[ ... ] 

(e) Corporate Governance/Operational Weaknesses: Management has asserted 
that business in China is based upon relationships. The IC and the IC Advisors 
have observed this through their efforts to obtain meetings with forestry bureaus, 
Suppliers and Als and their other experience in China. The importance of 
relationships appears to have resulted in dependence on a relatively small group 
of Management who are integral to maintaining customer relationships, 
negotiating and finalizing the purchase and sale of plantation fibre contracts and 
the settlement of accounts receivable and accounts payable associated with 
plantation fibre contracts. This concentration of authority or lack of segregation of 
duties has been previously disclosed by the Company as a control weakness. As a 
result and as disclosed in the 20 l 0 MD&A, senior Management in their ongoing 
evaluation of disclosure controls and procedures and internal controls over 
financial reporting, recognizing the disclosed weakness, detennined that the 
design and controls were ineffective. The Chairman and Chief Financial Officer 
provided annual and quarterly certifications of their regulatory filings. Related to 
this weakness the following challenges presented themselves in the examination 
by the IC and the IC Advisors: 
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• operational and ruiministration systems that are generally not sophisticated 
having regard to the size and complexity of the Company's business and in 
relation to North American practices; including: 

• incomplete or inadequate record creation and retention practices; 

• contracts not maintained in a central location; 

• significant volwnes of data maintained across multiple locations on 
decentralized servers; 

• data on some servers in China appearing to have been deleted on an 
irregular basis, and there is no hack-up system; 

• no integrated accounting system: accounting data is not maintained on a 
single, consolidated application, which can require extensive manual 
procedures to produce reports; and 

• a treasury function that was centralized for certain major financial 
accounts, but was not actively involved in the control or management of 
numerous local operations bank accounts; 

• no internal audit function although there is evidence the Company has 
widertaken and continues to assess its disclosure controls and procedures and 
internal controls over financial reporting using senior Management and 
independent control consultants; 

• SF employees conduct Company affairs from time to time using personal 
devices and non-corporate email addresses which have been observed to be 
shared across groups of staff and changed on a periodic and organized basis; this 
complicated and delayed the examination of email data by the IC Advisors; and 

• lack of full cooperation/openness in the I Cs examination from certain members 
of Management 

(f) Complexity, Lack of Visibility into, and Limitations ofBVIs Model: The use 
of Als and Suppliers as an essential feature of the BV/s standing timber 
business model contributes to the lack of visibility into title documentation, cash 
movements and tax liability since cash settlement in respect of the BV/s 
standing timber transactions takes place outside of the Company's books. 

(g) Cooperation and openness of the Company's executives throughout the 
process: From the outset, the IC Advisors sought the full cooperation and support 
of Allen Chan and the executive management team. Initially, the executive 
management team appeared ill-prepared to address the IC's concerns in an 
organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the IC Advisors' examination. In any event, signif1eant 
amounts of material information, particularly with respect to the relationship 
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with Yuda Wood, inte"elationships between Als and/or Suppliers, were not 
provided to the IC Advisors as requested. In late August 2011 on the instructions 
of the IC, interviews of Management were conducted by the IC Advisors in which 
documents evidencing these connections were put to the Management for 
explanation. As a result of these interviews (which were also attended by BJ) the 
Company placed certain members of Management on administrative leave upon 
the advice of Company counsel. At the same time the OSC made allegations in 
the CTO of Management misconduct. 

[ ... ] 
(h) Independence of the IC Process: The cooperation and collaboration of the IC 
with Management (operating under the direction of the new Chief Executive 
Officer) and with Company counsel in completing certain aspects of the /C's 
mandate has been noted by the OSC and by E& Y. Both have questioned the 
degree of independence of the IC from Management as a result of this 
interadion. The IC has explained the practical impediments to its work in the 
context of the distinct business culture (and associated issues of privacy) in the 
forestry sector in China in which the Company operates. Cooperation of third 
parties in Hong Kong and China, including employees, depends heavily on 
relationships and trust. As noted above, the Company's placing certain members 
of Management on administrative leave, as well as the OSC's allegations in the 
CTO, further hampered the IC's ability to conduct its process. As a result, the 
work of the IC was frequently done with the assistance of, or in reliance on, the 
new Chief Executive Officer and his Management team and Company counsel. 
Given that Mr. Martin was, in effect, selected by the IC and BJ was appointed in 
late June 2011, the IC concluded that, while not ideal, this was a practical and 
appropriate way to proceed in the circumstances. As evidenced by the increased 
number of scheduled meetings with forestry bureaus, Suppliers and Als, and, very 
recently, the delivery to the IC of information regarding Als and Suppliers and 
relationships among the Company and such parties, it is acknowledged that Mr. 
Martin's involvement in the process has been beneficial. It is also acknowledged 
that in executing his role and assisting the IC he has had to rely on certain of the 
members of Management who had been placed on administrative leave. 

[Emphasis added] 

220. On January 31, 2012, Sino released the Final Report. In material part, it read: 

This Final Report of the IC sets out the activities undertaken by the IC since mid
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
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now at the point of diminishing returns because much of the information which 
it is seeking lies with non-compellable third parties, may not exist or is 
apparently not retrievable from the records of the Company. 

In December 2011, the Company defaulted under the indentures relating to its 
outstanding bonds with the result that its resources are now more focused on 
dealing with its bondholders. This process is being overseen by the Restructuring 
Committee appointed by the Board. Pursuant to the Waiver Agreement dated 
January 18, 2012 between the Company and the holders of a majority of the 
principal amount of its 2014 Notes, the Company agreed, among other things, that 
the final report of the IC to the Board would be made public by January 31, 2012. 

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

[ ... ) 

II. RELATIONSHIPS 

The objectives of the IC's examination of the Company's relationships with its 
Ais and Suppliers were to determine, in light of the MW allegations, if such 
relationships are arm's length and to obtain, if possible, independent verification 
of the cash flows underlying the set-off transactions described in Section II.A of 
the Second Interim Report. That t/1e Company's relationships with its Als and 
Suppliers be arm's length is relevant to SF's ability under GAAP to: 

• book its timber assets at cost in its 2011 and prior years' financial statements, 
both audited and unaudited 

• recognize revenue from standing timber sales as currently reflected in its 2011 
and prior years' financial statements, both audited and unaudited. 

A. Yuda Wood 

Yuda Wood was founded in April 2006 and was until 2010 a Supplier of SF. Its 
business with SF from 2007 to 20 I 0 totalled approximately 152, l 64 Ha and RMB 
4.94 billion. Section VI.A and Schedule Vl.A.2(a) of the Second Interim Report 
described the MW allegations relating to Yuda Wood, the review conducted by 
the IC and its findings to date. The IC concluded that Huang Ran is not currently 
an employee, and that Yuda Wood is not a subsidiary, of the Company. However, 
there is evidence suggesting a close cooperation between SF and Yuda Wood 
which the IC had asked Management to explain. At the time the Second Interim 
Report was issued, the IC was continuing to review Management's explanations 
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of a number of Yuda Wood-related emails and certain questions arising there
from. 

Subsequent to the issuance of its Second Interim Report in mid-November, the IC, 
with the assistance of the IC Advisors, has reviewed the Management responses 
provided to date relating to Yuda Wood and has sought further explanations and 
documentary support for such explanations. This was supplementary to the 
activities of the Audit Committee of SF and its advisors who have had during this 
period primary carriage of examining Management's responses on the interactions 
of SF and Yuda Wood. While many answers and explanations have been 
obtained, the IC believes that they are not yet sufficient to allow it to fully 
understand the nature and scope of the relationship between SF and Yuda 
Wood. Accordingly, based on the information it has obtained, the IC is still 
unable to independently verify that the relationship of Yuda Wood is at arm's 
length to SF. It is to be noted that Management is of the view that Yuda Wood is 
unrelated to SF for accounting purposes. The IC remains satisfied that Yuda is 
not a subsidiary of SF. Management continues to undertake work related to Yuda 
Wood, including seeking documentation from third parties and responding to e
mails where the responses are not yet complete or prepared. Management has 
provided certain banking records to the Audit Committee that the Audit 
Committee advises support Management's position that SF did not capitalize 
Yuda Wood (but that review is not yet completed). The IC anticipates that 
Management will continue to work with the Audit Committee, Company counsel 
and E& Y on these issues. 

B. Other Relationships 

Section Vl.B.l of the Second Interim Report described certain other relationships 
which had been identified in the course of the IC's preparation for certain 
interviews with Als and Suppliers. These relationships include (i) thirteen 
Suppliers where former SF employees, consultants or secondees are or have 
been directors, officers and/or shareholders (including Yuda Wood); (ii) an Al 
with a former SF employee in a senior position; (iii) potential relationships 
between Als and Suppliers; (iv) set-off payments for BVI standing timber 
purchases being made by companies that are not Als and other seto.ff 
""angements involving non-Al entities; (v) payments by Als to potentially 
connected Suppliers; and (vi) sale of standing timber to an Al potentially 
connected to a Supplier of that timber. Unless expressly addressed herein, the 
IC has no further update of 11 material nature on the items raised above. 

On the instructions of the IC, the IC Advisors gave the details of these possible 
relationships to Management for further follow up and explanation. Just prior to 
the Second Interim Report, Management provided information regarding Als and 
Suppliers relationships among the Company and such parties. 

This information was in the form of a report dated November 10, 2011, 
subsequently updated on November 21, 2011 and January 20, 2012 (the latest 
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version being the "Kaitong Report") prepared by Kaitong Law Finn ("Kaitong''), 
a Chinese law firm which advises the Company. The Kaitong Report has been 
separately delivered to the Board. Kaitong has advised that much of the 
information in the Kaitong Report was provided by Management and has not 
been independently verified by such law firm or t/le JC. 

[ ... ] 

The Kaitong Report generally describes certain relationships amongst Als and 
Suppliers and certain relationships between their personnel and Sino-Forest, 
either identified by Management or through SAIC and other searches. The 
Kaitong Report also specifically addresses certain relationships identified in the 
Second Interim Report. The four main areas of information in the Kaitong Report 
are as follows and are discussed in more detail below: 

(i) Backers to Suppliers and Als: The Kaitong Report explains the concept of 
"backers" to both Suppliers and Als. The Kaitong Report suggests that backers 
are individuals with considerable influence in political, social or business circles, 
or all three. The Kaitong Report also states that such backers or their identified 
main business entities do not generally appear in SAIC filings by the Suppliers or 
Als as shareholders thereof and, in most instances, in any other capacity. 

(ii) Suppliers and A/s with Former SF Personnel: The appendices to the 
KaiJong Report list certain Suppliers that have former SF personnel as 
current shareholders. 

(iii) Common Shareholders Between Suppliers and Als: The Kaitong Report 
states that there are 5 Suppliers and 3 Als with current common shareholders 
but there is no cross majority ownership positions between Suppliers and Als. 

(iv) Transactions Involving Suppliers and Als that have Shareholders in common: 
The Kaitong Report states that, where SF has had transactions with Suppliers and 
Als that have certain current shareholders in common as noted above, the subject 
timber in those transactions is not the same; that is, the timber which SF buys 
from such Suppliers and the timber which SF sells to such Als are located in 
different counties or provinces. 

The IC Advisors have reviewed the Kaitong Report on behalf of the IC. The IC 
Advisors liaised with Kaitong and met with Kaitong and current and former 
Management. A description of the Kaitong Report and the IC's findings and 
comments are summarized below. By way of summary, the Kaitong Report 
provides considerable information regarding relationships among Suppliers and 
Als, and between them and SF, but much of this information related to the 
relationship of each backer with the associated Suppliers and Als is not supported 
by any documentary or other independent evidence. As such, some of the 
information provided is unverified and, particularly as it relates to the nature of 
the relationships with the backers, is viewed by the JC to be likely unverifiable 
by it. 
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1. Backers to Suppliers and Als 

[ ... ] 

Given the general lack of information on the backers or the nature and scope of 
the relationships between the Suppliers or Als and their respective backers and the 
absence of any documentary support or independent evidence of such 
relationships, the IC has been unable to reach any conclusion as to the existence, 
nature or importance of such relationships. As a result, the IC is unable to assess 
the implications, if any, of these backers with respect to SF's relationships with 
its Suppliers or Als. Based on its experience to date, including interviews with 
Suppliers and Als involving persons who have now been identified as backers 
in the Kaitong Report, the IC believes that it would be very difficult for the IC 
Advisors to arrange interviews with either the Als or Suppliers or their 
respective backers and, if arranged, that such interviews would yield very little, 
if any, verifiable information to such advisors. The IC understands Management 
is continuing to seek meetings with its Als and Suppliers with the objective of 
obtaining information, to the extent such is available, that will provide further 
background to the relationships to the Audit Committee. 

[ ... ] 
2. Suppliers and Ais with Former SF Personnel 

The Appendices to the Kaitong Report list the Suppliers with former SF personnel 
as current shareholders. According to the information previously obtained by the 
IC Advisors, the identification of former SF personnel indicated in the Kaitong 
Report to be current shareholders of past or current Suppliers is correct. 

(a) Suppliers with former SF personnel 

The Kaitong Report, which is limited to exammmg Suppliers where ex-SF 
employees are current shareholders as shown in SAIC filings, does not provide 
material new information concerning Suppliers where former SF employees were 
identified by the IC in the Second Interim Report as having various past or present 
connections to current or former Suppliers except that the Kaitong Report 
provides an explanation of two transactions identified in the Second Interim 
Report. These involved purchases of standing timber by SF from Suppliers 
controlled by persons who were employees of SF at the time of these transactions. 
Neither of the Suppliers have been related to an identified backer in the Kaitong 
Report. The explanations are similar indicating that neither of the SF employees 
was an officer in charge of plantation purchases or one of SF's senior 
management at the time of the transactions. The employees in question were 
Shareholder #14 in relation to a RMB 49 million purchase from Supplier #18 in 
December 2007 (shown in SAIC filings to be 100% owned by him) and 
Shareholder #20 in relation to a RMB 3.3 million purchase from Supplier #23 
(shown in SAIC filings to be 70% owned by him) in October 2007. The Kaitong 
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Report indicates Shareholder #20 is a current employee of SF who then had 
responsibilities in SF's wood board production business. 

The IC is not aware that the employees' ownership positions were brought to the 
attention of the Board at the time of the transactions or, subsequently, until the 
publication of the Second Interim Report and understands the Audit Committee 
will consider such information. 

(b) Als with former SF personnel 

The Kaitong Report indicates that no SF employees are listed in SAIC filing 
reports as current shareholders of Als. Except as noted herein, the IC agrees with 
this statement. The Kaitong Report does not address the apparent role of an ex
employee Officer #3 who was introduced to the IC as the person in charge of Al 
#2 by Backer #5 of Al Conglomerate # 1. Backer #5 is identified in the Kaitong 
Report as a backer of two Als, including AI#2. (The Kaitong Report properly 
does not include Al #14. as an AI for this purpose, whose 100% shareholder is 
former SF employee Officer #3. However, the IC is satisfied that the activities of 
this entity primarily relate to certain onshoring transactions that facilitated the 
transfer of SF BVI timber assets to SF WFOE subsidiaries.) 

There was one other instance where a past shareholding relationship has been 
identified between an AI # 10 and persons who were previously or are still shown 
on the SF human resources records, Shareholder #26 and Shareholder #27. 
Management has explained that such entity sold wood board processing and other 
assets to SF and that the persons associated with that company consulted with SF 
after such sale in relation to the purchased wood board processing assets. Such 
entity subsequently also undertook material timber purchases as an Al of SF in 
2007-2008 over a time period in which such persons are shown as shareholders 
of such Al in the SAIC filing reviewed (as to 47.5% for Shareholder #26 and as 
to 52.5% for Shareholder #27). That time period also intersects the time that 
Shareholder #26 is shown in such human resources records and partially 
intersects the time that Shareholder #27 is shown on such records. 
Management has also explained that Shareholder #26 subsequent to the time of 
such Al sales became an employee of a SF wood board processing subsidiary. 
Management has provided certain documentary evidence of its explanations. 
The JC understands that the Audit Committee will consider this matter. 

3. Common Shareholders between Supplier and Als 

The Kaitong Report states that there are 5 Suppliers and 3 Als that respectively 
have certain common current shareholders but also states that there is no cross 
control by those current shareholders of such Suppliers or Als based on SAIC 
filings. The Kaitong Report correctly addresses current cross shareholdings in 
Suppliers and Als based on SAIC filings but does not address certain other 
shareholdings. With the exception of one situation of cross control in the past, the 
IC has not identified a circumstance in the SAIC filings reviewed where the same 
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person controlled a Supplier at the time it controlled a different AI. The one 
exception is thaJ from April 2002 to February 2006, AI #13 is shown in SAIC 
filings as the 90% shareholder of Supplier/Al #14. AI #13 did business with SF 
BVIs from 2005 through 2007 and Supplier/Al #14 supplied SF BVIs from 
2004 through 2006. However, the IC to date has only identified one contract 
involving timber bought from Supplier/AI #14 that was subsequently sold to Al 
#13. It involved a parcel of 2,379 Ha. timber sold to AI #13 in December 2005 
that originated from a larger timber purchase contract wilh Supplier/AI #14 
earlier that year. Management has provided an explanation for this 
transaction. The IC understands that the Audit Committee will consider this 
matter. 

4. Transactions involving Suppliers and Ais with Current Shareholders in 
Common 

The Kaitong Report states that where SF has had transactions with 5 Suppliers 
and 3 Als that have current shareholders in common (but no one controlling 
shareholder) as shown in SAIC filings, the subject timber in the transactions they 
each undertook with SF is not the same; that is, the timber which SF buys from 
the Suppliers and the timber which SF sells to the Als where the Supplier and AI 
have a current common shareholder were located in different areas and do not 
involve the same plots of timber. The Kaitong Report further states that where 
SF has had transactions with 5 Suppliers and 3 Als with current shareholders in 
common as shown in SAIC filings, SF had transactions with those Als prior to 
having transactions with those Suppliers, thus SF was not overstating its 
transactions by buying and selling to the same counterparties. 

[ ... ] 

The Kaitong Report does not specifically address historical situations involving 
common shareholders and potential other interconnections between Als and 
Suppliers that may appear as a result of the identification of backers. There is 
generally no ownership connection shown in SAIC filings between backers and 
the Suppliers and Als associated with such backers in the Kaitong Report. 

[ ... ] 

VI. OUTSTANDING MATTERS 

As noted in Section I above, the IC understands that with the delivery of this 
report, its examination and review activities are terminated. The IC would expect 
its next steps may include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as it may deem advisable or the Board may 
instruct. 
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[Emphasis added] 

IX. SINO REW ARDS ITS EXPERTS 

221 . Bowland, Hyde and West are fonner E& Y partners and employees. They served on 

Sino's Audit Committee but purported to exercise oversight of their fonner E&Y colleagues. In 

addition, Sino's Vice-President, Finance (Corporate), Thomas M. Maradin, is a former E&Y 

employee. 

222. The charter of Sino's Audit Committee required that Ardell, Bowland, Hyde and West 

"review and take action to eliminate all factors that might impair, or be perceived to impair, the 

independence of the Auditor." Sino's practice of appointing E&Y personnel to its board - and 

paying them handsomely (for example, Hyde was paid $163,623 by Sino in 2010, $115,962 in 

2009, $57,000 in 2008 and $55,875 in 2007, plus options and other compensation)- undermined 

the Audit Committee's oversight ofE&Y. 

223. E&Y's independence was impaired by the significant non-audit fees it was paid during 

2008-2010, which total $712,000 in 2008, $1,225,000 in 2009 and $992,000 in 2010. 

224. Ft:lf".hef, Andrew Fyfe, the fermef Asia Peeifie °Pi'esii:leet fer Peyry Ferestry ladttatry Ltd, 

'+'<'as ~13eieted Chief Operetieg Offieer ef GfeeeheElft, ani:I is the direeter af seveml Siee 

stthsitlieries. Fyfe signed the Peyry valtlfttiaft re13ert i:latei:I lime 30, 2004, }.{areh 22, 2('.)('.)5, M8feh 

23, 2006, Mareh 14, 2('.)('.)8 aetl Aflril 1, 2('.)('.)9. 

225. George Ho, Sino's Vice President, Finance (China), is a former Senior Manager of the 

BDO. 
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X. THE DEFENDANTS' RELATIONSHIP TO THE CLASS 

226. By virtue of their purported accounting, financial and/or managerial acumen and 

qualifications, and by virtue of their having assumed, voluntarily and for profit, the role of 

gatekeepers, the Defendants had a duty at common law, informed by the Securities Legislation 

and/or the CBCA, to exercise care and diligence to ensme that the Impugned Documents fairly 

and accurately disclosed Sino's financial condition and performance in accordance with GAAP. 

227. Sino is a reporting issuer and had an obligation to make timely, full, true and accurate 

disclosure of material facts and changes with respect to its business and affairs. 

228. The Individual Defendants, by virtue of their positions as senior officers and/or directors 

of Sino, owed a duty to the Class Members to ensure that public statements on behalf of Sino 

were not untrue, inaccurate or misleading. The continuous disclosure requirements in Canadian 

securities law mandated that Sino provide the Impugned Docwnents, including quarterly and 

annual financial statements. These documents were meant to be read by Class Members who 

acquired Sino's Securities in the secondary market and to be relied on by them in making 

investment decisions. This public disclosure was prepared to attract investment, and Sino and the 

Individual Defendants intended that Class Members would rely on public disclosure for that 

pUipOse. With respect to Prospectuses and Offering Memoranda, these documents were prepared 

for primary market purchasers. They include detailed content as mandated under Canadian 

securities legislation, national instruments and OSC rules. They were meant to be read by the 

Class Members who acquired Sino's Securities in the primary market, and to be relied on by 

them in making decisions about whether to purchase the shares or notes under the Offerings to 

which these Prospectuses and Offering Memoranda related. 
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229. Chan and Horsley had statutory obligations under Canadian securities law to ensure the 

accuracy of disclosure documents and provided certifications in respect of the annual reports, 

financial statements and Prospectuses during the Class Period. The other Individual Defendants 

were directors of Sino during the Class Period and each had a statutory obligation as a director 

under the CBCA to manage or supervise the management of the business and affairs of Sino. 

These Individual Defendants also owed a statutory duty of care to shareholders under section 122 

of the CBCA. In addition, Poon, along with Chan, co-founded Sino and has been its president 

since 1994. He is intimately aware of Sino's operations and as a long-standing senior officer, he 

had an obligation to ensure proper disclosure. Poon authorized, permitted or acquiesced in the 

release of the Impugned Docwnents. 

230. BOO and E&Y acted as Sino's auditors and provided audit reports in Sino's annual 

financial statements that were directed to shareholders. These audit reports specified that BDO 

and E&Y had conducted an audit in accordance with GAAS, which was untrue, and included 

their opinions that the financial statements presented fairly, in all material respects, the financial 

position of Sino, the results of operations and Sino's cash flows, in accordance with GAAP. 

BDO and E&Y knew and intended that Class Members would rely on the audit reports and 

assurances about the material accuracy of the financial statements. 

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

signed one or more of the Prospectuses and certified that, to the best of its knowledge, 

information and belief, the particular prospectus, together with the documents incorporated 

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

securities offered thereby. These defendants knew that the Class Members who acquired Sino's 

Securities in the primary market would rely on these assurances and the trustworthiness that 
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would be credited to the Prospectuses because of their involvement. Further, those Class 

Members that purchased shares under these Prospectuses purchased their shares from these 

defendants as principals. 

232. Credit Suisse USA, TD and Banc of America acted as initial purchasers or dealer 

managers for one or more of the note Offerings. These defendants knew that persons purchasing 

these notes would rely on the trustworthiness that would be credited to the Offering Memoranda 

because of their involvement. Further. Credit Suisse USA. TD and Banc of America had unique 

and s.pecialized experience in respect of the note Offerings in which they were involved. in 

contrast to the Class Members. Credit Suisse USA. TD and Banc of America had access to and 

reviewed non-public information from Sino and they in fact conducted purported due diligence 

for these Offerings. albeit insufficient due diligence. These defendants expected the ultimate 

purchasers to rely on the Offering Memoranda. 

233. Banc of America. TD. and Credit Suisse USA sold or exchanged the Notes as part of the 

distributions to Class Members who were not qualified to purchase the Notes as part of a private 

offering. Credit Suisse USA, TD and Banc of America had a direct or indirect relationship with 

the Class Members. who were the ultimate purchasers of the Notes, including Grant and DSA. 

Credit Suisse USA. TD and Banc of America sold Notes directly to some Class Members and 

had a client relationship with some Class Members. Credit Suisse USA. TD and Banc of 

America sold Notes to other Class Members. including DSA. through agents controlled by and 

authorized to act on behalf of Credit Suisse USA. TD and Banc of America. For other Class 

Members. Credit Suisse USA. TD and Banc of America sold indirectly to the Class Members 

through other investment dealers who were agents of Credit Suisse USA. TD and Banc of 

America. Credit Suisse USA. TD and Banc of America made arrangements with these 
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investment dealers. such that these dealers would purchase the Notes from Credit Suisse USA, 

TD and Banc of America and those dealers would within hours or days resell the Notes to the 

ultimate purchasers, including Grant. The entire chain of transactions constituted a distribution 

under Securities Legislation and lUlder United States securities legislation and it was well within 

Credit Suisse USA. TD and Banc of America's contemplation - and it was their expectation -

that the Notes would be distributed to others, including the Class Members who were not 

accredited investors or who otherwise were not entitled to purchase the Notes in accordance with 

the Securities Legislation and under U.S. securities legislation. Credit Suisse USA, ID and Banc 

of America actively solicited investors to purchase the Notes. They did so directly by contacting 

Class Members to purchase the Notes or through other investment dealers who directly contacted 

Class Members. including Grant. to recommend they purchase the Notes. Furthermore, Banc of 

America. TD. and Credit Suisse USA sold the Notes to investment dealers and other similar 

institutions with the expectation that these entities would transfer the Notes to others as part of 

the distributions, but they failed to take adequate and reasonable steps to ensure that the Notes 

would not be sold to Class Members who were not qualified to purchase the Notes. 

XI. TIIE PLAINTIFFS' CAUSES OF ACTION 

A. Negligent Misrepresentation 

234. As against all Defendants except P0YTY and the Underwriters, and on behalf of all Class 

Members who acquired Sino's Securities in the secondary market, the Plaintiffs plead negligent 

misrepresentation for all of the Impugned Documents except the Offering Memoranda. 

235. Labourers, DSA and Wong, on behalf of Class Members who purchased Sino Securities 

in one of the distributions to which a Prospectus related, plead negligent misrepresentation as 

against Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Dundee, 

Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD for the Prospectuses. 
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236. Grant and DSA, on behalf of Class Members who purchased Sino Securities in one of the 

distributions to which an Offering Memorandum related, pleads negligent misrepresentation as 

against Sino, BDO and E& Y for the Offering Memoranda. 

237. In support of these claims, the sole misrepresentation that the Plaintiffs plead is the 

Representation. The Representation is contained in the language relating to GAAP 

particularized above, and was untrue for the reasons particularized elsewhere herein. 

23 8. The Impugned Documents were prepared for the purpose of attracting investment and 

inducing members of the investing public to purchase Sino securities. The Defendants knew and 

intended at all material times that those documents had been prepared for that purpose, and that 

the Class Members would rely reasonably and to their detriment upon such documents in making 

the decision to purchase Sino securities. 

239. The Defendants further knew and intended that the information contained in the 

Impugned Documents would be incorporated into the price of Sino's publicly traded securities 

such that the trading price of those securities would at all times reflect the information contained 

in the Impugned Documents. 

240. As set out elsewhere herein, the Defendants etheF than Pe'.Yi)', Credit SHisse USP. and 

Bime ef Ameriea; had a duty at common law to exercise care and diligence to ensure that the 

Impugned Documents fairly and accurately disclosed Sino's financial condition and performance 

in accordance with GAAP. 

241. These Defendants breached that duty by making the Representation as particularized 

above. 
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242. The Plaintiffs and the other Class Members directly or indirectly relied upon the 

Representation in making a decision to purchase the securities of Sino, and suffered damages 

when the falsity of the Representation was revealed on June 2, 2011. The Plaintiffs and other 

Class Members relied on the defendants' obligation to make timely disclosure of all material 

facts, to comply with securities law and to prepare quarterly and annual reports in accordance 

with generally accepted accounting principles. The defendants violated these obligations. 

243. The Labourers and the Operating Engineers retained the services of professional 

investment managers for the purposes of providing professional investment services. including, 

but not limited to. purchasing. acquiring and managing investments on their behalf. As agents. 

these investment managers invested in Sino shares relying on the Representation in the 

Impugned Documents. They reviewed Sino's public disclosure and relied on the Representation. 

244. DSA and Wong also invested in Sino shares relying on the Representation in the 

Impugned Documents. They reviewed Sino's public disclosure and relied on the Representation. 

245. Grant retained the services of an investment advisor for the pur,poses of providing 

investment services on his behalf. As agent. Grant's investment advisor invested in Sino notes 

relying on the Representation in the October 2010 Offering Memorandum and the documents 

incorporated by reference. He reviewed these documents and relied on the Representation. 

246. Alternatively, the Plaintiffs and the other Class Members relied upon the Representation 

by the act of purchasing Sino securities in an efficient market that promptly incorporated into the 

price of those securities all publicly available material information regarding the securities of 

Sino. As a result, the repeated publication of the Representation in these Impugned Documents 

caused the price ofSino's shares to trade at inflated prices during the Class Period, thus directly 

resulting in damage to the Plaintiffs and Class Members. 
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24 7. The Plaintiffs relied upon the Representation to their detriment. resulting in damages to 

the Plaintiffs and other class members. 

B. Statutory Claims, Negligence, OppH!!iSff11t, Unjust Enrichment and Conspiracy 

(i) Statutory Liability- Secondary Market under the Securities Legislation 

248. The Plaintiffs plead the claim found in Part XXIII. l of the OSA, and, if required, the 

equivalent sections of the Securities Legislation other than the OSA, against all Defendants 

except the Underwriters. For greater clarity. the Plaintiffs plead the claim found in Part XXIII.1 

of the OSA in respect of all of Sino's Securities that traded in the secondary market during the 

Class Period, including Sino's common shares and the Notes. 

249. Each of the Impugned Documents except for the December 2009 and October 2010 

Offering Memoranda is a "Core Document" within the meaning of the Securities Legislation. 

250. Each of these hnpugned Documents contained one or more misrepresentations as 

particularized above. Such misrepresentations and the Representation are misrepresentations for 

the purposes of the Securities Legislation. 

251. Each of the Individual Defendants was an officer and/or director of Sino at material 

times. Each of the Individual Defendants authorized, permitted or acquiesced in the release of 

some or all of these Impugned Documents. 

252. Sino is a reporting issuer within the meaning of the Securities Legislation. 

253. E&Y is an expert within the meaning of the Securities Legislation. E&Y consented to 

the use of its statements particularized above in these Impugned Documents. 

254. BDO is an expert within the meaning of the Securities Legislation. BDO consented to 

the use of its statements particularize above in these Impugned Documents. 

1021425vl 



113 

255. Pe)'fY is an enJleft withiB the meE1BiBg efthe Seeurities Legislatiee. Peyry eeeseftteel te 

the ase ef its stfttemeRts partieularized aee';e in these lfHJlttgtted Deetiffieats. 

256. At all material times, each of Sino, Chan, Poon, aed Horsley, BOO and E&Y knew or, in 

the alternative, was wilfully blind to the fact, that the Impugned Documents contained the 

Representation and that the Representation was false, and that the Impugned Documents 

contained other of the misrepresentations that are alleged above to have been contained therein. 

(ii) Statutory Liability- Primary Market for Sino 's Shares under the Securities 
Legislation 

257. As against Sino, Chan, Horsley, Wang, Martin, Mak, Murray, Hyde, Peyry, BDO, E&Y, 

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

of those Class Members who purchased Sino shares in one of the distributions to which the June 

2009 or December 2009 Prospectuses related, Labourers, aed Wong and DSA assert the eaase 

right of action set forth in s. 130 of the OSA and, if necessary, the equivalent provisions of the 

Securities Legislation other than the OSA. 

258. Sino issued the June 2009 and December 2009 Prospectuses, which contained the 

Representation and the other misrepresentations that are alleged above to have been contained in 

those Prospectuses or in the Sino disclosure documents incorporated therein by reference. 

(iii) Statutory Liability- Primary Market for Sino 's Notes under the Securities 
Legislation 

259. As against Sino, and on behalf of those Class Members who purchased or otherwise 

acquired Sino's ttNotes in one of the offerings to which the July 2008, June 2009, December 

2009, and October 20 l 0 Offering Memoranda related, Grant and DSA asserts the eaase right of 

action set forth in s. 130.l of the OSA and, if necessary, the equivalent provisions of the 

Securities Legislation other than the OSA. 
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260. Sino issued the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, which contained the Representation and the other misrepresentations that are 

alleged above to have been contained in those Offering Memoranda or in the Sino disclosure 

documents incorporated therein by reference. 

261. Tue Individual Defendants. other than Bowland and West. were directors and/or officers 

of Sino at the time one or more of the Offering Memoranda were issued. 

262. BOO is an expert of Sino. and its opinions. containing one or more misrepresentations. 

a1:meared with its consent in the July 2008. July 2009 and December 2009 Offering Memoranda. 

263. E&Y is an expert of Sino. and its opinions. containing one or more misrepresentations. 

appeared with its consent in the July 2008. June 2009. December 2009 and October 2010 

Offering Memoranda. 

264. Credit Suisse USA acted as a dealer/underwriter in the offering of Sino's Notes to which 

the July 2008. June 2009. December 2009 and October 2010 Offering Memoranda related. 

265. Banc of America acted as a dealer/underwriter in the offering to which the October 2010 

Offering Memorandum related. 

266. TD acted as a dealer/underwriter in the offering to which the December 2009 Offering 

Memorandum related. 

(iv) Negligence Simpliciter -Primary Market for Sino 's Securities 

267. Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, P0yfy and 

the Underwriters (collectively, the "Primary Market Defendants") acted negligently in 

connection with one or more of the Offerings. 
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268. As against Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BOO, E&Y, 

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

behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which these the Prospectuses related, Labourers, DSA and Wong assert negligence simpliciter. 

269. As against Sino, BDO, E&Y, P0yfy; Credit Suisse USA, Banc of America and TD, and 

on behalf of those Class Members who purchased Sino's 8eetlrities Notes in one of the 

distributions to which the Offering Memoranda related, Grant and DSA asserts negligence 

simpliciter. 

270. In the alternative. as against Sino. BDO. E&Y. ~ Credit Suisse USA. Banc of 

America and TD. and on behalf of those Class Members who purchased Sino's Notes in one of 

the distributions to which the Offering Memoranda related, Grant and DSA assert these 

defendants are liable for the false or misleading statements and omissions in the Offering 

Memoranda in negligent misrepresentation under the common law of the State of New York or 

in the further alternative pursuant to section 12(aX2) of the United States Securities Act ofl933. 

271. To state a claim for negligent misrepresentation under the common law of the State of 

New York. a plaintiff must allege (1) a special relationship (which exists as to defendants who 

possess unique or specialized expertise. or who are in a special position of confidence and trust 

with the injured party) that creates a duty to exercise reasonable care toward the plaintiff (2) the 

transmittal of false information: and £3) justifiable. detrimental reliance on the false information. 

272. Section 12Ca)(2) states: 

(a) In general 

Any person who--
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(2) offers or sells a security (whether or not exempted by the provisions 
of section 77c of this title. other than paragraphs (2) and (14) of 
subsection (a) of said section), by the use of any means or instruments of 
transoortation or communication in interstate commerce or of the mails. 
by means of a prospectus or oral communication. which includes an 
untrue statement of a material fact or omits to state a material fact 
necessarv in order to make the statements. in the light of the 
circumstances under which they were made. not misleading (the 
purchaser not knowing of such untruth or omission). and who shall not 
sustain the burden of proof that he did not know. and in the exercise of 
reasonable care could not have known of such untruth or omission. 

shall be liable. subject to subsection (!:>> of this section. to the person 
purchasing such security from him. who may sue either at law or in 
equitv in any court of competent jurisdiction. to recover the 
consideration paid for such security with interest thereon, less the 
amount of any income received thereon upon the tender of such security, 
or for damages if he no longer owns the security. 

273. To state a claim under Section 12(a)(2) of the United States Securities Act of 1933. a 

plaintiff must allege that the defendant (1) sold or offered the sale of a security; (2) by the use of 

any means of communication in interstate commerce; (3) through a prospectus or oral 

communication that contained a material misstatement or omission: and (4) that the plaintiff is 

entitled to rescission or damages. "Prospectus" means "any prospectus. notice, circular. 

advertisement. letter or communication. written or by radio or television. which offers any 

security for sale or confirms the sale of security ... " 

274. These defendants were in a special relationship with Grant. DSA and the Class Members 

and failed to make a reasonable and diligent investigation of the statements in the Offering 

Memoranda to ensure that the statements were true and correct and there were no omissions of 

material facts required to be stated in order to make the statements not misleading. The Class 

Members who purchased Sino's Notes in one of the distributions to which the Offering 

Memoranda related suffered losses and are entitled to damages in accordance with the common 

law of the State of New York or under section 12 of the Securities Act of/933. Grant, DSA and 
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these Class Members obtained these Notes without knowledge of the facts concerning the 

misstatements or omissions. These Defendants are jointly and severally liable. 

275. The Primary Market Defendants owed a duty of care to ensure that the Prospectuses 

and/or the Offering Memoranda they issued, or authorized to be issued, or in respect of which 

they acted as an underwriter, initial purchaser or dealer manager, made full, true and plain 

disclosure of all material facts relating to the Securities offered thereby, or to ensure that their 

opinions or reports contained in such Prospectuses and Offering Memoranda did not contain a 

misrepresentation. 

276. At all times material to the matters complained of herein, the Primary Market Defendants 

ought to have known that such Prospectuses or Offering Memoranda and the documents 

incorporated therein by reference were materially misleading in that they contained the 

Representation and the other misrepresentations particularized above. 

277. Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/or 

directors at the time the Offerings to which the Prospectuses related. These Prospectuses were 

created for the purposes of obtaining financing for Sino's operations. Chan, Horsley, Martin and 

Hyde signed each of the Prospectuses and certified that they made full, true and plain disclosure 

of all material facts relating to the shares offered. Wang, Mak and Murray were directors during 

one or more of these Offerings and each had a statutory obligation to manage or supervise the 

management of the business and affairs of Sino. Poon was a director for the June 2007 share 

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering. 

Poon, along with Chan, co-founded Sino and has been the president since 1994. He is intimately 

aware of Sino's business and affairs. 
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278. The Underwriters acted as underwriters, initial purchasers or dealer managers for the 

Offerings to which the Prospectuses and Offering Memoranda related. They had an obligation to 

conduct due diligence in respect of those Offerings and ensure that those Securities were offering 

at a price that reflected their true value or that such distributions did not proceed if inappropriate. 

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

signed one or more of the Prospectuses and certified that to the best of their knowledge, 

information and belief, the Prospectuses constituted full, true and plain disclosure of all material 

facts relating to the shares offered. 

279. E&Y and BDO acted as Sino's auditors and had a duty to maintain or to ensure that Sino 

maintained appropriate internal controls to ensure that Sino's disclosure documents adequately 

and fairly presented the business and affairs of Sino on a timely basis. 

289. Peyiy had ll duty te eRSttfe that its 0flitl:i0flS e:ftd fef)0fts refleetee the true fiftttife ane Yaltte 

ef Siae's assets. Pe)'i')', et the time it fl10etieea eeeh efthe 2QQ8 Valuatieas, 2999 ValHetieas, 

lllHl 2019 Va:lttatiefl5, SfleeifieaHy eeMefltee te the iaelwien ef these Yalttatiens er a smnmary at 

llflY time that 8ifl8 er its Stibsieieries Hied aHy Elee1:11Beats eR 8ED..",R er isseea llflY Elee1:1meRts 

pW'Slifmt te 'Nhieh any seewities ef Sine er any stibsidiery were effered fer sale. 

281. The Primary Market Defendants have violated their duties to those Class Members who 

purchased Sino's Securities in the distributions to which a Prospectus or an Offering 

Memorandmn related. 

282. The reasonable standard of care expected in the circumstances required the Primary 

Market Defendants to prevent the distributions to which the Prospectuses or the Offering 

Memoranda related from occurring prior to the correction of the Representation and the other 

misrepresentations alleged above to have been contained in the Prospectuses or the Offering 
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Memoranda, or in the documents incorporated therein by reference. Those Defendants failed to 

meet the standard of care required by causing the Offerings to occur before the correction of such 

misrepresentations. 

283. In addition, by failing to attend and participate in Sino board and board committee 

meetings to a reasonable degree, Murray and Poon effectively abdicated their duties to the Class 

Members and as directors of Sino. 

284. Sino, E&Y, BDO and the Individual Defendants further breached their duty of care as 

they failed to maintain or to ensure that Sino maintained appropriate internal controls to ensure 

that Sino's disclosure documents adequately and fairly presented the business and affairs of Sino 

on a timely basis. 

285. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Prospectuses related, then securities regulators 

likely would not have issued a receipt for any of the Prospectuses, and those distributions would 

not have occurred, or would have occurred at prices that reflected the true value ofSino's shares. 

286. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Offering Memoranda related, then those 

distributions would not have occurred, or would have occurred at prices that reflected the true 

value ofSino's notes. 

287. The Primary Market Defendants' negligence in relation to the Prospectuses and the 

Offering Memoranda resulted in damage to Labourers, Grant, DSA and Wong, and to the other 

Class Members who purchased Sino's Securities in the related distributions. Had those 

Defendants satisfied their duty of care to such Class Members, then those Class Members would 
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not have purchased the Securities that they acquired under the Prospectuses or the Offering 

Memoranda, or they would have purchased them at a much lower price that reflected their true 

value. 

(v) Unjust Enrichment o/Cban, Martin, Poon, Horsley, Mak and Murray 

288. As a result of the Representation and the other misrepresentations particularized above, 

Sino's shares traded, and were sold by Chan, Martin, Poon, Horsley, Mak and Murray, at 

artificially inflated prices during the Class Period. 

289. Chan, Martin, Poon, Horsley, Mak and Murray were enriched by their wrongful acts and 

omissions during the Class Period, and the Class Members who purchased Sino shares from such 

Defendants suffered a corresponding deprivation. 

290. There was no juristic reason for the resulting enrichment of Chan, Martin, Poon, Horsley, 

Mak and Murray. 

291. The Class Members who purchased Sino shares from Chan, Martin, Poon, Horsley, Mak 

and Murray during the Class Period are entitled to the difference between the price they paid to 

such Defendants for such shares, and the price that they would have paid had the Defendants not 

made the Representation and the other misrepresentations particularized above, and had not 

committed the wrongful acts and omissions particularized above. 

(vi) Unjust Enrichment of Sino 

292. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

various documents, particularized above, that contained the Representation and the 

misrepresentations particularized above. 

293. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the others misrepresentations particularized above. 
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294. Sino was enriched by, and those Class Members who purchased the Securities via the 

Offerings were deprived of, an amoWlt equivalent to the difference between the arnoWlt for 

which the Securities offered were actually sold, and the amoWlt for which such securities would 

have been sold had the Offerings not included the Representation and the misrepresentations 

particularized above. 

295. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of Sino. 

(vi) Unjust Enrichment of the Underwriters 

296. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

the Prospectuses and the Offering Memoranda, which contained the Representation and the other 

misrepresentations particularized above. Each of the Underwriters underwrote one or more of 

the Offerings. 

297. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the other misrepresentations particularized above. The 

Underwriters earned fees from the Class, whether directly or indirectly, for work that they never 

performed, or that they performed with gross negligence, in connection with the Offerings, or 

some of them. 

298. The Underwriters were enriched by, and those Class Members who purchased securities 

via the Offerings were deprived of, an amount equivalent to the fees the Underwriters earned in 

connection with the Offerings. 
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299. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instrwnents promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of the Underwriters. 

300. In addition, some or all of the Underwriters also acted as brokers in secondary market 

transactions relating to Sino securities, and earned trading commissions from the Class Members 

in those secondary market transactions in Sino's Securities. Those Underwriters were enriched 

by, and those Class Members who purchased Sino securities through those Underwriters in their 

capacity as brokers were deprived of, an amount equivalent to the commissions the Underwriters 

earned on such secondary market trades. 

301. Had those Underwriters who also acted as brokers in secondary market transactions 

exercised reasonable diligence in connection with the Offerings in which they acted as 

Underwriters, then Sino's securities likely would not have traded at all in the secondary market, 

and the Underwriters would not have been paid the aforesaid trading commissions by the Class 

Members. There was no juristic reason for that enrichment of those Underwriters through their 

receipt of trading commissions from the Class Members. 

(vii) Oppressien 

3Q2. The Plaitrtiffs Mtd the ether Class Membeis had a reaseaalile BBd legitimate el!:peetaffoo 
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best iffierests 8flel; iB ttim, m the iaterests efits seetli#)· helders. Mefe SfleeifieaHy, the Pleiatiffs 

aati the atller Class MembeFS had a reasa11alile eKpeetatiaa tllat: 
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(a) the pPoiital=Jility of SiMJ; 
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end the other Class Memeers would aet ha¥e 5\:lffered the damages alleged hereia. 

(vii) Conspiracy 

306. Sino, Chan, Poon and Horsley conspired with each other and with persons unknown 

(collectively, the "Conspirators") to inflate the price of Sino's securities. During the Class 

Period, the Conspirators unlawfully, maliciously and lacking bona fides, agreed together to, 

among other things, make the Representation and other misrepresentations particularized above, 

and to profit from such misrepresentations by, among other things, issuing stock options in 

respect of which the strike price was impermissibly low. 

307. The Conspirators' predominant purposes in so conspiring were to: 

(a) inflate the price ofSino's securities, or alternatively, maintain an artificially high 

trading price for Sino's securities; 

(b) artificially increase the value of the securities they held; and 
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(c) inflate the portion of their compensation that was dependent in whole or in part 

upon the performance of Sino and its securities. 

308. In furtherance of the conspiracy, the following are some, but not all, of the acts carried 

out or caused to be carried out by the Conspirators: 

(a) they agreed to, and did, make the Representation, which they knew was false; 

(b) they agreed to, and did, make the other misrepresentations particularized above, 

which they knew were false; 

(c) they caused Sino to issue the Impugned Documents which they knew to be 

materially misleading; 

(d) as alleged more particularly below, they caused to be issued stock options in 

respect of which the strike price was impermissibly low; and 

(e) they authorized the sale of securities pursuant to Prospectuses and Offering 

Memoranda that they knew to be materially false and misleading. 

309. Stock options are a form of compensation used by companies to incentivize the 

performance of directors, officers and employees. Options are granted on a certain date (the 

'grant date') at a certain price (the 'exercise' or 'strike' price). At some point in the future, 

typically following a vesting period, an options-holder may, by paying the strike price, exercise 

the option and convert the option into a share in the company. The option-holder will make 

money as long as the option's strike price is lower than the market price of the security at the 

moment that the option is exercised. This enhances the incentive of the option recipient to work 

to raise the stock price of the company. 

310. There are three types of option grants: 
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(a) 'in-the-money' grants are options granted where the strike price is lower than the 

market price of the security on the date of the grant; such options are not 

permissible under the TSX Rules and have been prohibited by the TSX Rules at 

all material times; 

(b) 'at-the-money' grants are options granted where the strike price is equal to the 

market price of the security on the date of the grant or the closing price the day 

prior to the grant; and 

(c) 'out-of-the-money' grants are options granted where the strike price is higher than 

the market price of the security on the date of the grant. 

311. Both at-the-money and out-of-the-money options are permissible under the TSX Rules 

and have been at all material times. 

312. The purpose of both at-the-money and out-of-the-money options is to create incentives 

for option recipients to work to raise the share price of the company. Such options have limited 

value at the time of the grant, because they entitle the recipient to acquire the company's shares 

at or above the price at which the recipient could acquire the company's shares in the open 

market. Options that are in-the-money, however, have substantial value at the time of the grant 

irrespective of whether the company's stock price rises subsequent to the grant date. 

313. At all material times, the Sino Option Plan (the "Plan") prohibited in-the-money options. 

314. The Conspirators backdated and/or otherwise mispriced Sino stock options, or caused the 

backdating and/or mispricing of Sino stock options, in violation of, inter alia: (a) the OSA and the 

rules and regulations promulgated thereunder; (b) the Plan; ( c) GAAP; ( d) the Code; ( e) the TSX 

Rules; and (f) the Conspirators' statutory, common law and contractual fiduciary duties and 

duties of care to Sino and its shareholders, including the Class Members. 
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315. The Sino stock options that were backdated or otherwise mispriced included those issued 

on Jwie 26, 1996 to Chan, January 21, 2005 to Horsley, September 14, 2005 to Horsley, June 4, 

2007 to Horsley and Chan, August 21, 2007 to Sino insiders other than the Conspirators, 

November 23, 2007 to George Ho and other Sino insiders, and March 31, 2009 to Sino insiders 

other than the Conspirators. 

316. The graph below shows the average stock price returns for fifteen trading days prior and 

subsequent to the dates as of which Sino priced its stock options to its insiders. As appears 

therefrom, on average the dates as of which Sino's stock options were priced were preceded by a 

substantial decline in Sino's stock price, and were followed by a dramatic increase in Sino's 

stock price. This pattern could not plausibly be the result of chance. 
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317. The conspiracy was unlawful because the Conspirators knowingly and intentionally 

committed the foregoing acts when they knew such conduct was in violation of, inter alia, the 
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OSA, the Securities Legislation other than the OSA, the Code, the rules and requirements of the 

TSX (the "TSX Rules'') and the CBCA. The Conspirators intended to, and did, hann the Class 

by causing artificial inflation in the price of Sino's securities. 

318. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class 

Members. The Conspirators knew in the circumstances that the conspiracy would, and did, 

cause loss to the Plaintiffs and the other Class Members. The Plaintiffs and the Class Members 

suffered damages when the falsity of the Representation and other misrepresentations were 

revealed on June 2, 2011. 

XII. THE RELATIONSIDP BETWEEN SINO'S DISCLOSURES 
AND THE PRICE OF SINO'S SECURITIES 

319. The price of Sino' s securities was directly affected during the Class Period by the 

issuance of the Impugned Documents. The Defendants were aware at all material times of the 

effect ofSino's disclosure documents upon the price of its Sino's securities. 

320. The Impugned Documents were filed, among other places, with SEDAR and the TSX, 

and thereby became immediately available to, and were reproduced for inspection by, the Class 

Members, other members of the investing public, financial analysts and the financial press. 

321. Sino routinely transmitted the documents referred to above to the financial press, 

financial analysts and certain prospective and actual holders of Sino securities. Sino provided 

either copies of the above referenced documents or links thereto on its website. 

322. Sino regularly communicated with the public investors and financial analysts via 

established market communication mechanisms, including through regular disseminations of 

their disclosure documents, including press releases on newswire services in Canada, the United 
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States and elsewhere. Each time Sino communicated that new material information about Sino 

financial results to the public the price of Sino securities was directly affected. 

323. Sino was the subject of analysts' reports that incorporated certain of the material 

information contained in the Impugned Documents, with the effect that any recommendations to 

purchase Sino securities in such reports during the Class Period were based, in whole or in part, 

upon that information. 

324. At all material times during the Class Period, Sino's securities were and are traded, 

among other places, on the TSX, which is an efficient and automated market. The price at which 

Sino's securities traded promptly incorporated material information from Sino's disclosure 

documents about Sino's business and affairs, including the Representation, which was 

disseminated to the public through the documents referred to above and distributed by Sino, as 

well as by other means. 

XIII. VICARIOUS LIABILITY 

A. Sino and the Individual Defendants 

325. Sino is vicariously liable for the acts and omissions of the Individual Defendants 

particularized in this Claim. 

326. The acts or omissions particularized and alleged in this Claim to have been done by Sino 

were authorized, ordered and done by the Individual Defendants and other agents, employees 

and representatives of Sino, while engaged in the management, direction, control and transaction 

of the business and affairs of Sino. Such acts and omissions are, therefore, not only the acts and 

omissions of the Individual Defendants, but are also the acts and omissions of Sino. 
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327. At all material times, the Individual Defendants were officers and/or directors of Sino. 

As their acts and omissions are independently tortious, they are personally liable for same to the 

Plaintiffs and the other Class Members. 

B. E&Y 

328. E&Y is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

329. The acts or omissions particularized and alleged in this Claim to have been done by E&Y 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of E&Y. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions ofE&Y. 

C. BDO 

330. BDO is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

331. The acts or omissions particularized and alleged in this Claim to have been done by BDO 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of BDO. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions ofBDO. 

D. ..'29yfy 

332. Peyry is vieari01:1sly liehle for the aets and emissieas ef eaeh ef its effieefS, direeters, 

pa:rtaefS, ageffis and empleyees as set em ehe¥e. 
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333. The aets Sf emissiofls partiel:ll!lfii!ed ftfld alleged ifl fhis Claim to fta'le beefl eefle by 

Peyry ·uere amhefiz;ed, eFEleEeEl ftfle deae by its eftieers, direeters, pal'taers, agtmts and 

empleyees, Y+'hile tmgaged in the managemeBt, direetiea, eefttfel ftfld tfansaetieft of the busiftess 

ftfld affairs ef Peyry. S1:1eh aets anEl emissiefts are, therefure, aot eftly the aets ftfld omissiefts of 

those persoRS, bl:lt are ttlso the aets ftfld omissiefts ef Peyry. 

E. The Underwriters 

334. The Underwriters are vicariously liable for the acts and omissions of each of their 

respective officers, directors, partners, agents and employees as set out above. 

335. The acts or omissions particularized and alleged in this Claim to have been done by the 

Underwriters were authorized, ordered and done by each of their respective officers, directors, 

partners, agents and employees, while engaged in the management, direction, control and 

transaction of the business and affairs such Underwriters. Such acts and omissions are, 

therefore, not only the acts and omissions of those persons, but are also the acts and omissions of 

the respective Underwriters. 

XIV. REAL AND SUBSTANTIAL CONNECTION WITH ONTARIO 

336. The Plaintiffs plead that this action has a real and substantial connection with Ontario 

because, among other thing: 

(a) Sino is a reporting issuer in Ontario; 

(b) Sino's shares trade on the TSX which is located in Toronto, Ontario; 

(c) Sino's registered office and principal business office is in Mississauga, Ontario; 

(d) the Sino disclosure documents referred to herein were disseminated in and from 

Ontario; 

(e) a substantial proportion of the Class Members reside in Ontario; 
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(t) Sino carries on business in Ontario; and 

(g) a substantial portion of the damages sustained by the Class were sustained by 

persons and entities domiciled in Ontario. 

XV. SERVICE OUTSIDE OF ONT ARIO 

337. The Plaintiffs may serve the Notice of Action and Statement of Claim outside of Ontario 

without leave in accordance with rule 17.02 of the Rules of Civil Procedure, because this claim 

is: 

(a) a claim in respect of personal property in Ontario (para 17.02(a)); 

(b) a claim in respect of damage sustained in Ontario (para 17.02(h)); 

(c) a claim authorized by statute to be made against a person outside of Ontario by a 

proceeding in Ontario (para l 7.02(n)); and 

( d) a claim against a person outside of Ontario who is a necessary or proper party to a 

proceeding properly brought against another person served in Ontario (para 

17.02(0)); and 

(e) a claim against a person ordinarily resident or carrying on business in Ontario 

(para 17.02(p)). 

XVI. RELEVANT LEGISLATION, PLACE OF TRIAL, JURY TRIAL AND 
HEADINGS 

338. The Plaintiffs plead and rely on the CJA, the CPA, the Securities Legislation and CBCA, 

all as amended. 

339. The Plaintiffs propose that this action be tried in the City of Toronto, in the Province of 

Ontario, as a proceeding under the CPA. 
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340. The Plaintiffs will serve a jury notice. 

341. The headings contained in this Statement of Claim are for convenience only. This 

Statement of Claim is intended to be read as an integrated whole, and not as a series of unrelated 

components. 

,'\pfi:J 18, 2912 Date: January 20, 2015 
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THIS IS EXHIBIT "C" REFERRED TO IN THE 

AFFIDAVIT OF CHARLES M. WRIGHT 
SWORN BEFORE ME, THIS] Jrn DAY OF APRIL, 2015 

A COMMISSIONER FOR TAKI'f 



Steps taken by Class Counsel in Sino-Forest's insolvency: 

I. Bringing or appearing in response to the following motions: 

(i) 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; 

(ii) April 13, 2012 - Attending at the Company's motion regarding stay 
extension; 

(iii) 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; 

(iv) April 20, 2012 - Attending at the Company's motion regarding 
expansion of the powers of the Monitor; 

(v) May 8, 2012 - Attending and participating actively in the motion 
regarding a third party stay; 

(vi) May 8, 2012- Bringing a motion regarding Poyry settlement leave; 

(vii) 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 plaintiffs in the Quebec Action; 

(viii) May 14, 2012 -Attending a motion brought by Contrarian, one ofSino's 
noteholders; 

(ix) May I 7, 2012 - Bringing a motion in the Ontario Action regarding a 
third-party funding agreement; 

(x) May 17, 2012 -Bringing a motion in the Ontario Action regarding Piiyry 
settlement approval; 

(xi) May 31, 2012 - Attending at the Company's motion regarding stay 
extension; 

(xii) June 26, 2012 -Attending at the Company's motion regarding the status 
of Shareholder Claims and Related Indemnity Claims under the CCAA; 

(xiii) 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; 

(xiv) July 27, 2012 - Attending at the Company's motion regarding the status 
of Shareholder Claims and Related Indemnity Claims under the CCAA; 



(xv) 

(xvi) 

(xvii) 

(xviii) 

(xix) 

(xx) 

(xxi) 

(xxii) 

(xxiii) 

(xxiv) 

(xxv) 

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 the Third Party Defendants and others; 

October 29, 2012 - Attending at the Company's motion regarding 
revised noteholder noticing process; 

November 13, 2012 - Attending an appeal regarding Equity Claims 
decision; and 

November 23, 2012-Attending at the Company's motion regarding stay 
extension; 

December 7, 2012 - Attending and participating ii) the motion to 
sanction the Plan; 

2. almost from the inception of the CCAA Proceedings, 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; 

3. bringing a motion early in the proceeding seeking various relief challenging the 

framework of the CCAA Proceedings, 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 CCAA Proceedings; 
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4. 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; 

5. negotiating the claims procedure in the CCAA Proceedings and obtaining the right to file 

a representative claim so as to protect the interests of the putative Class; 

6. 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; 

7. examining all applicable insurance policies and indemnity agreements and assessed the 

capacity to pay of various defendants, including Horsley; 

8. compelling the attendance of Sino's CEO at a cross-examination and testing his evidence 

in the CCAA Proceedings; 

9. 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 

l 0. 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 
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presentation of the plan for sanction by the court, to ensure that the plan was in the best 

interests of the Class Members. 



THIS IS EXHIBIT "D" REFERRED TO IN THE 

AFFIDAVIT OF CHARLES M. WRIGHT 
SWORN BEFORE ME, THIS ]Jrn DAY OF APRIL, 2015 
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THE HONOURABLE MR. 

JUSTICE MORAWETZ 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 

) 

) 

ORDER 

MONDAY, THE 30th 

DAY OF JULY, 2012 

THIS MOTION made by the Ad Hoc Committee of Purchasers of the Applicant's 

Securities (the "Moving Party"), for the production of certain documents in the 

possession, control and power of the Applicant, was heard this day, at the courthouse at 

330 University Avenue, Toronto, Ontario, 

ON READING the Motion Record and factum of the Moving Party, and on 

hearing the submissions of counsel for the Moving Party, Sino-Forest Corporation, the 

Monitor, an ad hoc Committee of Bondholders, Ernst & Young, BOO, and certain 

underwriters named as defendants in the Ontario Class Action, 

AND ON BEi NG ADVISED that the Applicant consents to the relief contained 

herein and that the Monitor supports the granting of relief contained herein; 

1. THIS COURT ORDERS that further service of the Notice of Motion and 

Motion Record on any party not already served is hereby dispensed with, 

such that this motion is properly returnable today. 
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2. THIS COURT ORDERS the Applicant to make the documents listed in 

Schedule "A" hereto (the "Documents") available to the Moving Party and the 

other Mediation Parties (as defined in the order of this court dated July 25, 

2012 (the "Mediation Order")). subject to: (i) the provisions of the Mediation 

Order applicable to information made available through the electronic data 

room referenced in the Mediation Order (the "Data Room"), including without 

limitation the requirement for confidentiality agreements: and (ii) any claims of 

privilege; and provided, for greater certainty, that the Applicant need not 

produce any audit-related documents created after June 2, 2011. 

3. THIS COURT ORDERS that the Documents shall be added to the Data 

Room by the Applicant as and when they become available, but the Applicant 

shall make best efforts to add the Documents to the Data Room by August 

16, 2012, and that, in any event, the Applicant shall add the Documents to the 

Data Room by no later than August 23, 2012. 

4. THIS COURT ORDERS that, promptly following the addition of any 

Documents to the Data Room, the Applicant shall notify or shall cause to be 

notified, by email, those persons who have executed the Confidentiality 

Agreement pursuant to this Court's Mediation Order that such Documents 

have been added to the Data Room, but in no event shall the Applicant be 

required to provide such notification more than one time per day. 

5. THIS COURT ORDERS that, to the extent that the Applicant withholds 

production of any Documents on the basis of a claim of privilege, the 

Applicant shall produce an itemized list describing each of the documents in 

the form of or substantially similar to a Schedule "B" of an affidavit of 

documents, with sufficient specificity to establish the Applicant's claim for 

privilege, including, without limitation, identifying information for each 

document, the nature of the privilege being asserted in respect of the 

document, and, if litigation privilege is being asserted, reasonable identifying 
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information regarding the litigation that gives rise to the privilege (the 

"Privilege Log"). The Applicant shall add the Privilege Log to the Data Room 

by August 27, 2012. unless the Court orders otherwise. 

6. THIS COURT ORDERS that the Documents specified in clauses 1, 2(s). 3 

and 4 of Schedule "A" hereto shall be in the English language. 

JUL 3 0 2012 
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Schedule "A" 

1. the unconsolidated financial statements of Sino-Forest Corporation and its 
subsidiaries prepared prior to June 2, 2011; 

2. the following documents relating to Sino-Forest audits, for each of the fiscal years 
2006 through 2010, inclusive, for each audited entity: 

a) Information request list for each year's audit, detailing the documents to be 
provided by the company to the auditor; 

b) The Year End Communication or Report of the Auditor to the Audit Committee 
from 800 or E&Y, including: 

i) Audit scope and findings report: 

ii) Significant matters discussed with management; 

iii) Management's analysis and response; 

iv) Significant judgments and estimates; 

v) Audit risks encountered/identified and audit response: and 

vi) Summary of corrected and uncorrected financial statement misstatements; 

c) Communications between the auditors and the company regarding any 
disagreements with management; 

d) The unadjusted (pre-audit) trial balance; 

e) Proposed Adjustments presented by the auditor following each year's audit 
(listing adjusting journal entries, analysis and explanations); 

f) List of related parties provided to the auditor each year; 

g) Correspondence with the auditor concerning related parties and related party 
transactions; 

h) Accounting policy manuals or documented accounting policies of the company 
for each year; 
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i) Process and procedure manuals of the company for each year, particularly 
pertaining to the sales cycle and purchase/acquisition cycle; 

j) Ledgers and sub ledgers for the following accounts: 

i} Cash; 

ii) Sales; 

iii) Timber Inventory; and 

iv) Cost of Goods Sold; 

k) Sale transaction documents provided to (requested by) the auditors in respect of 
timber transactions: 

i) Sales order (or purchase order from customer) or Sales contracUagreement; 

ii) Invoice; and 

iii) Proof of collection; 

I) Purchase transaction documents provided to (requested by) the auditors in 
respect of timber transactions: 

i) Purchase order (or contracUagreement); 

ii} Invoice: and 

iii) Proof of payment; 

m) Transaction documents provided to auditor in respect of Sine's "set-off' 
agreements on timber transactions; 

n) Correspondence with auditors regarding confirmation of transactions with 
authorized intermediaries and suppliers (or authorization provided to Auditors to 
confinn directly with the Als and Suppliers); 

o) Documentation concerning the auditors' procedures to independently examine 
timber assets, including on-site physical inspection, inventory counts, 
examination of transaction documentation, etc.: 
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p) Internal worksheets, analyses and calculations supporting the "related party 
transactions" disclosure in each year's financial statements (e.g., see Note 23 of 
the 2009 financial statements); 

q) Any additional information provided to/requested by the auditor regarding related 
party transactions; 

r) Drafts and correspondence regarding the preparation of the Cash Flow 
Statement; 

s) A statement of the total fees paid to the Applicant's auditors in respect of each of 
the 2006-2010 fiscal years; in addition, the Applicant shall make best efforts to 
break down such fees by audit-related and non-audit-related work (if any), and if 
non-audit related work was performed by the Applicant's auditors in any such 
year, a reasonably detailed description of the non-audit-related work performed 
by the auditors in such year; 

t) Minutes of all meetings in which the auditors and members of management 
participated; and 

u) BOO and E& Y presentations to the board of directors and management. 

3. a summary of the coverage positions of the insurers of the Applicant and its directors 
and officers, and an approximation of the remaining insurance coverage; and 

4. the claims register as provided by the Monitor. 

231 

1882JSJ.2 
WSLq;;dl0!92!0\000071 SOS6C6S,·I 



IN THE MATIER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, 
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THIS IS EXHIBIT "E" REFERRED TO IN THE 

AFF/DA VIT OF CHARLES M. WRIGHT 
SWORN BEFORE ME, THIS ]Jm DAY OF APRIL, 2015 
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Re Sino-Forest Corporation 
Court File No. CV-12-9667-00CL 

and 

Trustees of Labourers' Fund v. Sino-Forest Corporation et al 
Court File No. CV-11-431153-00CP 

DEALERS SETTLEMENT 
CLAIMS AND DISTRIBUTION PROTOCOL 

Distribution of Dealers Compensation Fund to Securities Claimants 

1. The following definitions apply in this Claims and Distribution Protocol: 

(a) "2013 Notes" means the 5.00% Convertible Senior Notes due 2013. 

(b) "2014 Notes" means the 10.25% Guaranteed Senior Notes due 2014. 

(c) "2016 Notes" means the 4.25% Convertible Senior Notes due 2016. 

( d) "2017 Notes" means the 6.25% Guaranteed Senior Notes due 2017. 

(e) "ACB" means the adjusted cost base for the purchase of share or notes (as the 
case may be), inclusive of brokerage commissions. 

(f) "Allocation System" means the method of determining the Compensable Loss 
assigned to a claim in order to determine the amount of compensation to be 
awarded for that claim (as set out below). This is based on each Securities 
Claimant's estimated losses attributable to misrepresentations in Sino-Forest's 
offering documents, taking into account risk adjustments to account for the 
liability risks for different categories of Securities Claimants. 

(g) "Claim Form" means a written claim in the prescribed form seeking 
compensation from the Dealers Compensation Fund and an EY Claim Form. 

(h) "Claimant" means any person making a claim as purporting to be a Securities 
Claimant or on behalf of a purported Securities Claimant, with proper authority 
(as determined by the Claims Administrator or Class Counsel). 

(i) "Claims Administrator" means NPT RicePoint Class Action Services Inc. 

(j) "Class Actions" has the meaning ascribed to that term in the Plan. 

(k) "Class Counsel" means Koskie Minsky LLP and Siskinds LLP. 

(I) "Class Counsel Fees" means the aggregate of the fees and disbursements of Class 
Counsel, Paliare Roland Rothstein Rosenberg LLP, Kessler, Topaz,Meltzer & 
Check, LLP and Cohen Millstein Sellers & Toll PLLC (including taxes) as 
provided in the Dealers Allocation Order. 

(m) "Class Settlement Fund" has the meaning ascribed to that term in the Dealers 
Settlement Approval Order. 
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(n) "Compensable Damages" means the amount of a Claimant's damages for each 
type of purchase of Securities after accounting for Offset Profits for those 
purchases. 

(o) "Compensable Loss" is the sum of the Claimant's damages after Offset Profits are 
deducted and risk adjustments applied for each type of purchase. 

(p) "Dealers Allocation Order" means the order approving the claims process for the 
distribution of the Class Settlement Fund. 

(q) "Dealers Compensation Fund" means the Class Settlement Fund less Class 
Counsel Fees, costs of administration of the Settlement Trust (including taxes), 
and any expenses and taxes relating to the notice of the settlement approval 
hearing, notice of the fee and allocation hearing and notice of this claims and 
distribution protocol. 

(r) "Dealers Settlement" has the meaning attributed to that term in the Dealers 
Settlement Approval Order. 

(s) "Dealers Settlement Approval Order" means the order ofMorawetz J. dated•, 
2015, approving the Dealers Settlement. 

(t) "Excluded Claim" means any of the following: 

(i) a claim in respect of a purchase of Securities other than Securities 
purchased in an Offering; or 

(ii) a claim by or on behalf of any person or entity that is, or previously was, a 
named defendant to any of the Class Actions, Albert Ip, Alfred C.T. Hung, 
George Ho and Simon Yeung 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 Allen T.Y. Chan 
a.k.a. Tak Yuen 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, Albert Ip, Alfred C.T. Hung, 
George Ho and Simon Yeung. 

(u) "EY Claim Form" means any claim form submitted to the Claims Administrator 
pursuant to the Order of Justice Morawetz dated January 10, 2014 approving the 
Plan of Allocation in the Ernst & Young Settlement, as that term is defined in the 
Plan, where the Claimant confirms to the Claims Administrator Fund in a manner 
determined by the Claims Administrator that it wishes to seek compensation from 
the Dealers Compensation. 

(v) "FIFO" means the method applied to the holdings of Securities Claimants who 
made multiple purchases or sales such that sales of securities will be matched, in 
chronological order, first against securities first purchased. 

(w) ''Notes" means, collectively, the 2013 Notes, the 2014 Notes, the 2016 Notes and 
the 20 I 7 Notes. 

(x) "Offerings" (each being an "Offering") means: 
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(i) Distribution of common shares pursuant to the Final Short-Form 
Prospectus dated June 5, 2007; 

(ii) Distribution of common shares pursuant to the Final Short-Form 
Prospectus dated June 1, 2009; 

(iii) Distribution of common shares pursuant to the Final Short-Form 
Prospectus dated December 10, 2009; 

(iv) Distribution of the 2013 Notes pursuant to the Offering Memorandum 
dated July 17, 2008; 

(v) Distribution of the 2014 Notes pursuant to the Exchange Offer 
Memorandum dated June 24, 2009; 

(vi) Distribution of the 2016 Notes pursuant to the Offering Memorandum 
dated December 10, 2009; and 

(vii) Distribution of the 2017 Notes pursuant to the Offering Memorandum 
dated October 14, 2010. 

(y) "Offset Profits" means the total increase in inflation of each Security sold by a 
Securities Claimant prior to June 2, 20 I I where such security was purchased in an 
Offering. Such inflation for Sino-Forest Securities shall be determined by Frank 
Torchio of Forensic Economics, in consultation with Class Counsel. 

(z) "Ontario Class Action" means the action commenced against Sino-Forest 
Corporation and others in the Ontario Superior Court of Justice, bearing (Toronto) 
Court File No. CV-11-431153-00CP. 

(aa) "Plan" means the Plan of Compromise and Reorganization of Sino-Forest 
Corporation, sanctioned and approved pursuant to the Plan Sanction Order of 
Morawetz J. dated December 10, 2012. 

(bb) "Risk Adjusted Damages" mean the Compensable Damages for each type of 
purchase of securities, after it has been adjusted by a risk adjustment. 

(cc) "Risk Adjusted Loss" means the sum of the Risk Adjusted Damages for each type 
of purchase of securities. 

(dd) "Sale Price" means the price at which the Claimant disposed of shares or notes, 
taking into account any commissions paid in respect of the disposition, such that 
the Sale Price reflects the economic benefit the Claimant received on disposition. 

(ee) "Securities" means common shares, notes or other securities defined in the 
Securities Act, RSO 1990, c. S.5, as amended, or that are securities at law. 

(ft) "Securities Claimants" had the meaning ascribed to that term in the Dealers 
Settlement Approval Order. 

(gg) "Settlement Trust" has the meaning ascribed to that term in the Dealers 
Settlement Approval Order. 

(hh) "Shares" means Securities that are common shares. 
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(ii) "US Class Action" means the action commenced against Sino-Forest Corporation 
and others in the United States District Court (SONY), bearing Court File No. 
1: 12-cv-O 1726-VM. 

2. The Claims Administrator shall distribute the Dealers Compensation Fund as set out 

below. 

Goal 

3. The goal is to distribute the Dealers Compensation Fund among Securities Claimants 

who submit valid and timely claims for Securities purchased pursuant to the Offerings, or 

any of them, provided, however, that Securities Claimants who have previously 

submitted a valid Claim Form to the Claims Administrator are not required to submit a 

new Claim Form. 

Deadline for Claims 

4. Any person, other than Claimants who previously filed valid claims with the Claims 

Administrator, who wishes to claim compensation shall deliver to or otherwise provide 

the Claims Administrator a Claim Form by •, 2015 or such other date set by the Court. 

If the Claims Administrator does not receive a Claim Form from a Claimant by the 

deadline, then the Claimant shall not be eligible for any compensation whatsoever from 

the Dealers Compensation Fund. Notwithstanding the forgoing, the Administrator shall 

have the discretion to permit otherwise-valid late claims without further order of the 

Court. 

Processing Claim Forms 

5. The Claims Administrator shall review each Claim Form and verify that the Claimant is 

eligible for compensation, as follows: 

(a) For a Claimant claiming as a Securities Claimant, the Claims Administrator shall 
be satisfied that (i) the Claimant is a Securities Claimant; and (ii) the claim is not 
an Excluded Claim. 

(b) For a Claimant claiming on behalf ofa Securities Claimant or a Securities 
Claimant's estate, the Claims Administrator shall be satisfied that (i) the Claimant 
has authority to act on behalf of the Securities Claimant or the Securities 
Claimant's estate in respect of financial affairs; (ii) the person or estate on whose 
behalf the claim was submitted is a Securities Claimant; and (iii) the claim is not 
an Excluded Claim. 
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6. The Claims Administrator shall review the Claim Forms and assign the Compensable 

Loss to the claims prescribed by the Allocation System. 

7. The Claims Administrator shall take reasonable measures to verify that the Claimants are 

eligible for compensation and that the information in the Claim Forms is accurate. The 

Claims Administrator may make inquiries of the Claimants in the event of any concerns, 

ambiguities or inconsistencies in the Claim Forms. 

Allocation System and Payment of Dealers Compensation Fund 

8. The Dealers Compensation Fund shall be apportioned as follows: 

(a) 69.23% of the aggregate amount available for distribution in the Dealers 
Compensation Fund shall be allocated to claims made in respect of purchases of 
Shares and shall be distributed to the eligible Claimants per the terms set out 
herein (the "Share Fund"); and 

(b) 30.769% of the aggregate amount available for distribution in the Dealers 
Compensation Fund shall be allocated to claims made in respect of purchases of 
the Notes and shall be distributed to the eligible Claimants per the terms set out 
herein (the "Note Fund"). 

9. As soon as possible after (i) all timely Claim Forms have been processed; (ii) the time to 

request a reconsideration for disallowed claims under paragraph 19 has expired; and (iii) 

all administrative reviews under paragraphs 20-21 have concluded, the Claims 

Administrator shall determine each Claimant's Risk Adjusted Loss as follows: 

(a) The ACB for each security purchased are determined using FIFO on a per 
security, per account, basis. 

(b) the Securities purchased are divided into the types of securities described in the 
chart at paragraph 9( e ). 

( c) For each type of purchase of Securities, the damages for those purchases are 
calculated as follows: 

Sold before June 2, 201 I No damages 

Sold from June 3 to August 25, 20 I 1 (#of Securities sold) X (ACB - Sale Price) 

Sold or held after August 25, 2011 

Shares (#of shares sold or held) X (ACB per share - CAD$1.40) 

1 For the purposes of these calculations, in respect of the Notes, each US$1,000 principal amount of the Notes shall 
be deemed I (one) note. 
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2013 Notes (#of notes sold or held) X (ACB per note - USD$283) 
2014 Notes (#of notes sold or held) X (ACB per note - USD$276.20) 
2016 Notes (#of notes sold or held) X (ACB per note - USD$283) 
2017 Notes (#of notes sold or held) X (ACB per note - USD$289.80) 

(d) The damages for each type of purchase are reduced by subtracting the Claimant's 
Offset Profits for those purchases to obtain the Compensable Damages. 

(e) The Compensable Damages for each type of purchase are multiplied by the risk 
adjustment in the following chart to obtain the Risk Adjusted Damages: 

A. Share Purchases (Primary Market) 

June 2007 Offering 0.30 

June 2009 and December 2009 Offerings 1.00 

B. Note Purchases (Primary Market) 

2013, 2014, 2016, 2017 Notes (Canadian)2 1.00 

2017 Notes (non-Canadian) 1.00 

2013, 2014 and 2016 Notes (non-Canadian) 0.01 
IfCCAA claim filed 0.50 

(f) The Compensable Loss is equal to the sum of the Risk Adjusted Damages for 
each type of purchase. 

I 0. As soon as is practicable thereafter, the Administrator shall: 

(a) allocate the Share Fund on a pro rata basis based upon each Claimant's 
Compensable Loss in relation to Shares; and 

(b) allocate the Note Fund on a pro rata basis based upon each Claimant's 
Compensable Loss in relation to Notes; and 

I I. The Claims Administrator shall make payments to the eligible Claimants based on the 

allocation under paragraphs 9 and l 0, subject to the following: 

(a) The Claims Administrator shall not make payments to Claimants whose allocation 
under paragraphs 9 and 10 is less than $5.00. Such amount shall instead be 
allocated pro rata to the other eligible Claimants. 

(b) All Claimants, other than class members of the US Class Action that are not also 
members of the Ontario Class Action, are required to pay 5% of any recovery to 
Claims Funding International ("CFI"), up to a maximum of $5,000,000 in 

2 This is a reference to any primary market note purchase (a) in a distribution in in Canada; or (b) by a person who 
is, or was at the time of purchase, a resident of Canada. 
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aggregate, provided the action is resolved prior to the filing of the Plaintiffs' pre
trial conference brief, less any amounts paid or payable to CFI in this action to 
date (the "CFI Cap"). The Claims Administrator shall reserve 5% of the 
allocation to Claimants, other than class members of the US Class Action that are 
not also members of the Ontario Class Actions, for payment to CFI, up to the CFI 
Cap. 

(c) The Claims Administrator shall make payment to a Claimant by either bank 
transfer or by cheque to the Claimant at the address provided by the Claimant or 
the last known postal addresses for the Claimant. If, for any reason, a Claimant 
does not cash a cheque within 6 months after the date of the cheque, the Claimant 
shall forfeit the right to compensation and the funds shall be distributed in 
accordance with paragraph 12. 

Remaining Amounts 

12. If there are amounts remaining after payment to Securities Claimants have been made 

under paragraphs 9 to 11 and all other financial commitments have been met pursuant to 

the Dealers Allocation Order or in order to implement the Dealers Settlement, then the 

remaining amount shall be held in the Settlement Trust and paid out for the purposes of 

future disbursements in the Ontario Class Action and/or the US Class Action. 

13. If there has been full and final settlements of the Ontario Class Action and the US Class 

Action or final judgments against the defendants in those actions (such that there is no 

prospect of additional amounts being added to the Settlement Trust), then payment of any 

remaining balance from the Settlement Trust shall be determined by further motion 

before the Court. 

Completion of Claim Form 

14. If, for any reason, a living Securities Claimant is unable to complete the Claim Form then 

it may be completed by the Securities Claimant's personal representative or a member of 

the Securities Claimant's family. 

Irregular Claims 

15. The claims process is intended to be expeditious, cost effective and "user friendly" and to 

minimize the burden on Securities Claimants. The Claims Administrator shall, in the 

absence of reasonable grounds to the contrary, assume the Securities Claimants to be 

acting honestly and in good faith. 
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16. Where a Claim Form contains minor omissions or errors, the Claims Administrator shall 

correct such omissions or errors if the information necessary to correct the error or 

omission is readily available to the Claims Administrator. 

17. The claims process is also intended to prevent fraud and abuse. If, after reviewing any 

Claim Form, the Claims Administrator believes that the claim contains unintentional 

errors which would materially exaggerate the Compensable Loss to be awarded to the 

Claimant, then the Claims Administrator may disallow the claim in its entirety or make 

such adjustments so that an appropriate Compensable Loss is awarded to the Claimant. If 

the Claims Administrator believes that the claim is fraudulent or contains intentional 

errors which would materially exaggerate the Compensable Loss to be awarded to the 

Claimant, then the Claims Administrator shall disallow the claim in its entirety. 

18. Where the Claims Administrator disallows a claim in its entirety, the Claims 

Administrator shall send to the Claimant at the address provided by the Claimant or the 

Claimant's last known email or postal address, a notice advising the Claimant that he, she 

or it may request the Claims Administrator to reconsider its decision. For greater 

certainty, a Claimant is not entitled to a notice or a review where a claim is allowed but 

the Claimant disputes the determination of Compensable Loss or his, her or its individual 

compensation. 

19. Any request for reconsideration must be received by the Claims Administrator within 21 

days of the date of the notice advising of the disallowance. Ifno request is received 

within this time period, the Claimant shall be deemed to have accepted the Claims 

Administrator's determination and the determination shall be final and not subject to 

further review by any court or other tribunal. 

20. Where a Claimant files a request for reconsideration with the Claims Administrator, the 

Claims Administrator shall advise Class Counsel of the request and conduct an 

administrative review of the Claimant's complaint. 

21. Following its determination in an administrative review, the Claims Administrator shall 

advise the Claimant of its determination. In the event the Claims Administrator reverses 

a disallowance, the Claims Administrator shall send the Claimant at the Claimant's last 

known postal address, a notice specifying the revision to the Claims Administrator's 
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disallowance. 

22. The determination of the Claims Administrator in an administrative review is final and is 

not subject to further review by any court or other tribunal. 

23. Data from each Claim Form shall be retained such that a Claimant is not required to file 

further claim forms in any future settlement or distribution. 

24. The failure to file a timely valid Claim Form shall not prejudice any person's ability to 

file a claim form in any future settlement or distribution. 

25. Any matter not referred to above shall be determined by analogy by the Claims 

Administrator in consultation with Class Counsel. 
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THIS IS EXHIBIT "F" REFERRED TO IN THE 

AFFIDAVIT OF CHARLES M. WRIGHT 

SWORN BEFORE ME, THIS J JTH DAY OF APRIL, 2015 
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300-633 Col borne St. 
London, ON N6B 2V3 

P: (519) 432-3405 ext. 322 

March 31, 2015 

Jonathan Ptak 
Koskie Minsky LLP 
20 Queen Street West 
Suite 900, Box 52 
Toronto, Ontario 
MSH 3R3 

Dear Mr. Ptak; 

VIA EMAIL (.PDF) DELIVERY 

Thank you for the opportunity to provide you with a proposal to administer the Sino-Forest - Underwriters 
Settlement. We have enjoyed the opportunity to gain a better understanding of your requirements 
through this phase of the process and we look forward to further discussions. 

As per our discussion, we have assumed that Notice will be going to all E&Y Claimants as opposed to only 
those with qualifying primary market transactions. We believe this is the prudent approach but would 
like to recognize that there will be additional costs incurred, beyond the cost of notice itself, in the form 
of the calls, emails, and claims from secondary market E&Y Claimants who believe that they have a claim 
in the Underwriters Settlement. To help contain these costs for the Class, we would appreciate an 
opportunity to review the draft of the Notice of Settlement Approval so that we might offer suggestions 
that will help individuals more clearly understand their eligibility. 

We expect our estimate of 1,800 Eligible Primary Market Claimants to come down as the E&Y Settlement 
administration comes to an end. This is due to the fact that some Individuals improperly registered some 
or all of their E&Y Claim transactions as primary market where in fact we believe they are secondary 
market transactions. These issues will be resolved as we complete the deficiency/rejection phase of the 
E&Y administration. 

Our experience with the E&Y Settlement has been that individuals found the Claims and Distribution 
Protocol very difficult to understand. As a result, the deficiency rate and support requirements were very 
high. To assist Class Members in the Underwriters Settlement, we are designing some new tools that will 
deal with the most common issues and questions Class Members will have. We will be pleased to discuss 
these Ideas with you in more detail in the coming weeks. 

This proposal deals only with the activities relating to the intake, processing and payment of claims. 
Activities related to notice, including the work associated with merging and cleansing the defendant data 
and the placement of notice in newspapers, will be addressed in a separate notice proposal. 

Thank you again for your time and please contact us if you have any questions or require additional 
information. 

Sincerely, 

/ 
~.i.<J)./ fv( 

David A. Weir 

c.c.: D. Bach, G. Myers 
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1. Firm Overview 

Our firm was established in London over 20 years ago and comprises 12 partners, along with a 
combination of other supporting staff of Chartered Accountants, Certified General Accountants and 
students in training for each designation and program. In total, we have over 60 full-time employees, 
including partners. NPT provides services in four areas: accounting services, business valuations, wealth 
management, and class action administration. 

Class action administration services are provided through NPT RicePoint Class Action Services Inc. Over 
the past 14 years, we have administered over 31 cases involving securities, product liability and price 
fixing settlements and distributed over $165 million in settlement assets. For a list of representative 
cases, please see Appendix B of this proposal or visit our website at www.nptricepoint.com. 

2. Scope of Engagement 

The following is NPT RlcePoint's understanding of the administrative services to be provided for the Sino
Forest Underwriters ("Sino-Forest") Class Action Settlement. 

Background 

In 2013, NPT RicePoint was appointed as the administrator of the Ernst & Young ("EV") Sino Forest 
Settlement. As part of the administration we conducted a robust outreach to the broker/custodian 
community in North America seeking their assistance in identifying eligible primary and secondary market 
purchasers of Sino Forest. Through the outreach, and the publication of Notice in several newspapers, 
close to 50,000 claims, almost three times the forecast, were received. 

In December of 2014, Class Counsel advised NPT RicePoint of a settlement with the Sino Forest 
underwriters. The terms of the Underwriter Settlement provided for compensation to primary market 
purchasers only. 

Class Counsel asked NPT RicePoint to put forward a recommendation for administering the Underwriter 
Settlement using data collected during the EY administration plus a modest Notice program. 

This proposal lays out the scope of work and the proposed fees to administer the Sino Forest Underwriter 
Settlement. While assumptions as to the form of notice are discussed in this proposal, pricing and tactical 
steps associated with notice will be discussed in a separate document. 

Assumptions 

• The Class includes Canadians and non-Canadians who acquired Sino Forest securities on the 
primary market in any jurisdiction. 

• The Opt Out deadline has passed. 
• Notice: There will be no new outreach to the brokerage community. Notice will consist of a 

direct outreach to claimants who have previously filed claims in the E&Y Settlement. Claimants 
with qualifying primary market transactions in the EY settlement will receive the Notice of 
Settlement Approval for Underwriters as well as personalized Claim Form listing their qualifying 
primary market transactions. E&Y Secondary Market Claimants will receive the Notice of 
Settlement Approval for Underwriters. In additional to these steps, there will be a direct 
outreach to a list of potential claimants provided by the defendants; and, the Short Form Notice 
of Settlement Approval will be published in The Globe & Mail. Professional Service Fees and out
of-pocket fees for these activities will be quoted separately. 
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• Eligible Primary Market Class Members will be required to sign and return their personalized 
Claim Form acknowledging their consent to participate in the Underwriters Settlement using the 
qualifying transactions listed in the Claim Form. Claim Forms not returned by the end of the will 
be rejected. Throughout the claim period, NPT RicePoint will make additional outreach efforts to 
Primary Market individuals with outstanding Claim. 

• If a Class Member, previously compensated in the EV Settlement, provides new information as 
part of the Underwriter Settlement, that would have resulted in a change to their entitlement in 
the EV Settlement had it been known at the time, that new information will be captured in the 
Class Member's file for future settlements but no retroactive adjustment will be made to their 
entitlement in the Underwriters Settlement to compensate for an under or over payment in EV. 

• Case specific expenses will be billed separately (e.g. taxes; claim packet printing; postage and 
courier, bank fees, cheque stock) 

Sizing 

• Settlement will be open to all primary market purchasers within the seven offerings (four notes, 
three common stock) noted in the Plan of Allocation. 

• Estimated total claims - 1,800 previously Identified primary market holders (EV) and 1,000 new 
claims. 

Case Setup 

• Design and program the case specific Plan of Allocation. 

• Establish a post office box to receive Claims and other mail. 
• Draft the Claim Form, Cover Letter, Frequently Asked Questions (the "Claim Package") in 

consultation with Class Counsel - French/English versions. 
• Establish and maintain a bilingual toll free number and email address. 
• Field investor inquiries via phone, email and First Class Mail. 
• Prepare deficiency notification letter. 
• Prepare rejection notification letter. 
• Establish a Settlement Trust. 
• Receive the Dealers Compensation Fund and deposit into the Settlement Trust. 
• Compile and reconcile information regarding all claims against the Settlement Trust. 
• Set up distribution chequing account. 

Administration Process 

• The Defendants, via Plaintiff's counsel, will provide NPT RicePoint with a list of direct purchasers. 
NPT RicePoint will reconcile the list against the list of known primary market claimants obtained 
in the EV administration to create a master list. 

• Notice of the Settlement will be sent to all individuals on the master list as per the assumptions 
listed above. 

• Eligible Class Members, who had previously participated in the EV Settlement, will receive a 
Claim Form with prepopulated data set listing their primary market purchases. Class Members 
will be asked to confirm their data and consent to participate in the Underwriters settlement 
sign-<>ff within x days. 

• Class Members that do not agree with the data will be required to contact NPT RicePoint to 
receive an individualized Claim Form in order to provide details and supporting documents 
related to their disagreement. 

• Class Members that did not participate in the EV Settlement, will be required to complete a new 
Claim Form listing their eligible purchases. 
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• NPT RicePoint will reconcile the known claimants list against those who have responded to the 
Notice and perform a second outreach (by mail, email or phone depending on numbers involved) 
to Claimants who have not responded. 

• Where a claimant does not respond to their notice, their Claim will be rejected. 
• Generic claim forms will be made available on the website for claimants who did not participate 

in EY. 
• New claim information and claims with a disagreement to their transaction information are 

reviewed. 
• Compensable losses are calculated. 
• External and Internal audits are conducted. 
• Deficiency/Rejection notices are issued with a response deadline. 
• Response period for supplemental documentation and requests for administrative reviews. 
• Supplemental documentation is reviewed. 
• Administrative reviews are conducted. 
• Administrative review results are provided to claimants. 
• Calculations are updated. 
• Nominal entitlements are calculated. 
• Per the terms of the Claims and Distribution Protocol, calculate Claims Funding International 

("CFI") fee and forward payment. 

• Cheques are issued to all Claimants whose allocation is over $5.00. 

Post-Distribution 

• Reissue distribution cheques, when necessary. 
• Process all correspondence and telephone calls following distribution. 
• Attempt to locate new addresses for returned distribution cheques. 

• Follow-up with un-cashed payees requesting them to cash their distribution cheques or request 
the re-issuance of a new distribution cheque. (A minimum may be placed on the dollar amount 
of uncashed distribution cheques to follow-up. This will be determined based on the range of 
distribution cheques not cashed.) 

• Reconcile chequing account statements until the conclusion of the Administration. 
• At the end of the Administration, or at such other time as the Court directs, prepare a report for 

the Court accounting for all monies received, administered and disbursed. 
• If there are any remaining funds in the Settlement Trust, 180 days from the date of the 

distribution of the net settlement amount, those funds will be held in the Settlement Trust and 
paid out for the purposes of future disbursements in the actions (to be confirmed). 

Tax Compliance & Consultation 

• Summarize activity in the Settlement Trust. 
• Prepare and file all necessary tax forms and returns for the Settlement Fund. 
• Respond to any communication from the taxation authorities, if applicable. 
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3. Fee Proposal (before tax) 

Our fee proposal consists of a case setup fee and three variable fees that recognize the specific scope 
of work required to process each type of claim. Total professional services fees, before case specific 
fees and taxes, will be capped at $100,000. 

I. Overall Case Setup - $43,350 

An initial case set up fee to cover the Initial costs of setting up the case administration for all 
claim types. This would be a minimum fee that would be charged regardless of claim volume for 
the following services: 

• Case research. 

• Post Office Box. 
• Project management and oversight of case parameters. 

• Data extraction for EY settlement members. 

• Case reporting. 
• Program, audit and test Plan of Allocation methodology. 
• Draft a notice letter to Class Members listing eligible transactions (Eng/Fre). 

• Draft and format Claim Form (Eng/Fre) for new Class Members or EY class Members 
disagreeing with their data. 

• Draft Frequently Asked Questions (Eng/Fre). 

• Draft deficiency, rejection and distribution letters (Eng/Fre). 
• Establish a support centre (Eng/Fre)- toll free line and dedicated email. 
• Train support center team on case specific items (Eng/Fre). 

• Answer support calls and emails. 
• Setup escrow account. 
• Set up fraud control. 

• Evaluate the market and make a recommendation on investment options for the 
Dealers Compensation Fund. 

• Invest the Dealers Compensation Fund. 

• Monthly reconciliation of Dealers Compensation Fund. 
• Complete trust return(s). 
• Complete case wrap-up report. 

II. Variable Fees for Primary Market Oaims: 

i. Oaimant Agrees to Data - $6.50/claim 

o Prepare and disseminate personalized letters. 
o Follow-up on unresponsive claimants. 
o Reissue letters as necessary. 
o Receive Claimant submission and process. 
o Update address information, if required. 
o Calculate pro rata share of settlement and issue cheque. 

ii. Claimant Disputes Data - $25/claim 

o Prepare and disseminate personalized letters. 
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o Follow-up on unresponsive claimants. 
o Reissue letters as necessary. 
o Receive Claim Form and match to Notice Letter. 
o Process entire package. 
o Update address information, if required. 
o Identify source of dispute and attached documentation. 
o Adjudicate claim. 
o Issue deficiency letter, if required. 
o Audit claims, as necessary. 
o Issue eligibility letter confirming final list of approved transactions. 
o Update record for use in future settlements. 
o Calculate pro rata share of settlement and issue cheque. 

iiL New Oaimant - $23/claim 

o Receive Claim Form and supporting documentation. 
o Process entire package. 
o Confirm eligibility in the Class. 
o Adjudicate claim. 
o Issue deficiency letter, if required. 
o Audit claims, as necessary. 
o Issue eligibility letter confirming final list of approved transactions. 
o Calculate pro rata share of settlement and issue cheque. 

III. Case Specific Expenses 

NPT RlcePoint will invoice for case specific expenses Including: accounting, printing, postage, 
bank fees (cheque clearing fee and fraud control fee) and all applicable taxes: 

The following is an example of anticipated fees given the volumes set for below: 

Fee Example· Setup .w:I Claims Proceasing {a.lore Tu) 
. , 

.. . · _::_Js~- " 
.... ..... 

Cu•S•1up • 43.3'0 s <.1350 

EY·Clalms wllh agr•ed ll'WIS~ lnformiuion U'.lO • 11,100 ' 11.700 

EY Clalms v.ilh dis.gr~ trmns.\dlon lnfarmatlon " • •so ' •so 
NowdoJ.,,. 1.<XXl • 23J)OO • 21000 

TOTAL 2.81JI • """° • 35.150 s 78.500 

Fee Examf'le. cue Spedtlc Expenses {Belora Tax) 

., -·-·--- .. __ :: ': 

1,800 s 3,600.00 t.t.350.00 

18 s 31.00 $ 13.50 7.21l 2.70 

..... """'". 1,000 s l.OOJ.00 $. 375.00 150.00 s 1.000.00 $ 

8llnk Faea (lncldng cheqi.-dearing) 

TOTAL 2.1118 S ~.636..00 $1,738.51) S A0?.20 S 152.10 S 1.000.DO S 

AssVme all Canadian addresses for demonstrlllio" ol postage arnovntt 

1%ol kr>o""'" claims 10 na..... dl.~nmems llllidi transactiori if1IDW1.1!loo 

Noda. 10 claltllal"ll.S irom \he reeondled dafandani Ilse he'"'!l been omlnllld ns lhenumber is IP"l~ al !his time 

Alt 1.800 known holds& will be qoallly tcr a 1)11~1 

50%ot riawelalmswNI berefecttid 

20% ol n1W claims wiH be deficient 

20% ol fY claims v.iilh di&agr1Mm1!11S lo their trariu.ctloris IMlt be deflcienl 

s 4,950.00 ...... ,,,..,. s 3.300.00 

SL61&56 S 1,ISlS.56 

5 2.800.00 s 2.800.00 

315.00 S1,618.5e $2,800.DO $12,727.98 

E~imate al l,OOOnewclaimants ·ifJCl\id-es ~not hling l.Hlder EY as well as da1mantt wtio liHxl but did not ha\Oe Pri~ry Mafkel traruactiOf'ls ..tw:i might submit a clalrn 
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4.0 EXECUTION 

For this case, we have again chosen to partner with Gilardi & Co. LLc (Gilardi) of San Rafael, 
California. Gilardl Is the largest, private full service administrator of class action settlements in 
the United States. For nearly a quarter-century, Gilardi has provided cost-effective 
administrations in more than 3,000 settlements, with distributions of assets greater than $12 
billion. During this time, they have crafted methods for the efficient management of cases of all 
sizes and complexities. On an annual basis, Gilardi also provides escrow agent services for over 
1,100 Qualified Settlement Funds and manages assets in excess of $1.5 billion dollars. 

Sino-Forest Underwriters will represent the 15th time Gilardi and NPT RicePoint have partnered 
together on an administration. By sharing best practices and industry knowledge, we have 
created a seamless operation that offers our clients a combination of leading edge technology 
with hands-on senior level project management. 

For this specific case, Gilardi will program, implement and maintain its customized settlement 
administration software. This software allows data management and analysis flexibility, process 
automation, quality control and reporting capabilities which have been developed over the past 
twenty years. 

All decision making, project management, customer contact and banking activity will be 
maintained in Canada. 
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4. Approvals 

Terms: 

Approval: 

Taxes: Pricing does not include HST 

Settlement Termination: If an election to terminate the Settlement is exercised, 
NPT RicePoint will be reimbursed for any reasonable expenses incurred up to 
the point of Settlement termination. 

Additional Work: Work outside this scope can be quoted separately. 

Data: All data to be delivered in MS Excel or MS Access. 

Payment Schedule: Fixed fee to be paid following Settlement Approval. 
Additional fees will be invoiced at regular intervals matching the work incurred. 

Koskie Minsky LLP 

Print Name Signature Date 

Siskinds LLP 

Print Name Signature Date 

NPT RicePoint Class Action Services Inc. 

Print Name Signature Date 

5. Supporting Material 

As a supplement, we are providing additional materials detailing the experience of our executive 
team, a representation of some of our cases, and a description of the services we provide: 

o Appendix A - Key Personnel 
o Appendix B - Representative Cases 
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APPENDIX A: KEY PERSONNEL 
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David A. Weir, M.B.A. 
President, NPT RlcePoint Oass Action Services 

Education 

• Master of Business Administration - Richard Ivey School of Business - 1998 
• Business Administration Diploma - Wilfrid Laurier University-1989 

• Bachelor of Arts -Wilfrid Laurier University - 1988 
• Canadian Securities Course - 1993 

Responsibilities 

David is the President of NPT RicePoint. In addition to his business development responsibilities, 
David is focused on the day to day management of administrations. It is through this hands-on 
approach that new ideas for driving efficiencies and improving take-up rates are discovered. 
David's commitment to senior level involvement in cases enables clients to remove themselves 
fully from case administration. 

Experience 

Following university, David worked in Toronto for Bell Canada and over twelve years at Bell, 
took on progressively senior roles. As Vice-President of Strategic Planning for Bell's national 
sales unit, David worked at the senior levels with leaders of Canadian banks to design and 
deliver leading edge technology solutions. As Vice-President of Capital Investment, David led 
the redesign of Bell's $3.5 billion capital allocation model. 

Fulfilling an entrepreneurial desire, David founded RicePoint Class Action Services Inc. Working 
within a partner organization, RicePoint's initial focus was in the delivery of data management, 
printing and distribution services. After several years, RicePoint became fully independent and 
expanded its services to become a full service claims administrator focused on improving take
up rates through the use oftechnology and one to one marketing. 

In 2009, RicePoint Class Action Services Inc. merged with NPT Administration Inc. This merger 
delivered immediate gains in capacity and efficiency while also offering clients an increased level 
of senior leadership to consult with. 

Professional and Community Service 

• Board of Directors - Rotary Club of London, 2010 - 2013 
• Coach - London Minor Hockey, 2009 - Present 
• Member Rotary of London, 2005 - Present 
• Big Brothers of London - Board of Directors 2002- 2005 
• Past Member- Engineering & Science Advisory Council- University of Western Ontario 

• Big Brothers - Ten year Big Brother with Big Brothers of Kitchener-Waterloo 1987 -1997 
• Toastmasters international- CTM 1993-1996 
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John D. R. Prueter, C.A., M.B.A. 
Managing Partner, NPT LLP 

Education 

• Master of Business Administration - Richard Ivey School of Business - 1997 
• Chartered Accountant - 1986 
• Canadian Securities Course - 1984 
• Bachelor of Commerce with Honours, Queen's University -1984 

Responsibilities 

John is the Managing Partner of NPT LLP as well as a full service partner providing business 
services to individuals and corporations, including accounting, auditing, tax, estate planning and 
general business advice. John has been the partner in charge of the Class Action Admi.nistration 
business of the ft rm since its inception in 2000. 

Experience 

John has been in public accounting for over twenty-three years. He is responsible for many 
small to medium sized owner managed businesses, publicly listed clients, professionals and 
individuals, offering full business services to them with a high level of personal service. 

John's past experiences have included involvement with public offerings, information circulars, 
prospectuses and related information and direct audit experience with large not-for-profit 
organizations and institutions, universities, pension plans, and other publicly traded 
corporations. 

John has managed many different class action administrations involving alleged price fixing, 
securities and pension related cases with varying degrees of complexities. 

John is a graduate of the executive MBA program at the Richard Ivey School of Business. This 
additional training and experience benefits all clients and engagements. 

Professional and Community Service 

• Canadian Institute of Chartered Accountants 

• Ontario Institute of Chartered Accountants 
• Institute of Chartered Accountants of Western Ontario 
• Member of the London Hunt and Country Club 
• Member of the London Club 

• Past Chairman of the London Health Sciences Foundation 
• Past Treasurer of Westminster College 
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APPENDIX B - REPRESENTATIVE CASES 
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ADMINISTRATION ClAIMS PROCESSED SETTLEMENTFUND ClAIM DEADLINE 

Sino-for?st EY Settlement Securities Litigation In progress CAD $117,000,000 February 14, 2014 

Zungul Haixi COIJI Securities Litigation 1,801 .CAD $10,850,000 January 6, 2014 

easyhome Ltd. Securities Litigation 117 CAD $2,250,000 September 17, 2013 

Gammon Gold Inc. Securities Litigation 2,339 CAO $13,250,000 March 13, 2013 

Arctic Glacier Income Fund Securities Litigation 5,390 CAD $13,750,000 September 11, 2011 

Recline ConlmunlcatloMl Securities Litigation 237 CAD $3,600,000 March 5, 2012 

Canadian Supe~or Energy Securities Litigation l,290 USO $5,200,000 December 7, 2011 

Glldan Actlvewea.- Securities Litigation 22,749 USD $22,500,000 March 10, 2011 

PetroKarakhstan Inc. Securities ltlgatlon 1,112 CAD $9,900,000 February 24, 2011 

SUnOpta Inc. Secur111es Litigation 5,059 USO $11,250,000 June 11, 2010 

CP Ships Ltd. Securities Lit~ation 11,216 CAD $12,800,000 June 7, 2010 

1VI Pacific Securities Litigation 609 CAD $2,100,000 January 18, 2010 
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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 OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceeding commenced at Toronto 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF CHARLES M. WRIGHT 

KOSKIE MINSKY LLP 
900-20 Queen Street West 
Box52 
Toronto, ON M5H 3R3 
Kirk M. Baert (LSUC#: 309420) 
Tel: 416.595.2117 /Fax: 416.204.2889 
Jonathan Ptak (LSUC#: 45773F) 
Tel: 416.595.2149/Fax: 416.204.2903 

SISKINDS LLP 
680 Waterloo Street 
P.O. Box 2520 
London, ON N6A 3V8 
A. Dimitri Lascaris (LSUC#: 50074A) 
Tel: 519.660.7844/Fax: 519.660.7845 
Charles M. Wright (LSUC#: 36599Q) 
Tel: 519.660.7753/Fax: 519.660.7754 

PALIARE ROLAND ROSENBERG 
ROTHSTEIN LLP 
155 Wellington Street, 35th Floor 
Toronto, ON M5V 3Hl 
Ken Rosenberg (LSUC #211028) 
Massimo Stamino (LSUC #41048G) 
Tel: 416-646-4300/Fax: 416-646-4301 

Lawyers for the Ad Hoc Committee of Purchasers of the 
Applicant's Securities, including the Class Action Plaintiffs 



BETWEEN: 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND 
EASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF 
OPERA TING 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, BOO LIMITED (formerly 
known as BOO 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) CONSUL TING 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 

AFFIDAVIT OF STEPHEN GOUDGE 

I, Stephen Goudge, of the City of Toronto, in the Province of Ontario, MAKE OATH AND 

SAY AS FOLLOWS: 

1. I conducted two days of mediation in this action on November 9 and 10, 2014. 

2. The mediation was successful. A settlement was reached in the action, subject 

to court approval. 

3. The discussions I held with counsel for the plaintiffs and counsel for the 

defendants left me with the conclusion that both parties were very well represented. 
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The negotiations over which I presided as mediator were arms length, clearly 

adversarial, and hard fought. I was delighted to be able to help resolve this difficult 

case. 

4. I have no doubt that the parties were well informed and fully prepared for the 

mediation process, which played a real part in its success. 

5. While it is obviously up to the supervising court to determine the question, in my 

view, the settlement reached is, in all the circumstances, fair and reasonable to all 

parties. 

SWORN BEFORE ME at the City of 
Toronto, in the Province of Ontario on 
April I , 2015. 

Commissioner for Taking Affidavits 

AfvD(lEvJ LfJkAV 

Doc 1405313 v1 

Stephen Goudge 
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Court File No.: CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 
1985, c. C-36, AS AMENDED, AND IN THE MATTER OF A PLAN OF COMPROMISE 

OR ARRANGEMENT OF SINO-FOREST CORPORATION 

BETWEEN: 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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 
IN CORPORA TED (successor by merger to Banc of America Securities LLC) 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF GARTH MYERS 
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(Filed in respect of compliance with notice) 
(Sworn April 8, 2015) 

I, GARTH MYERS, of the City of Toronto, in the Province of Ontario AFFIRM: 

1. I am an associate at Koskie Minsky LLP, who, along with Siskinds LLP (together, "Class 

Counsel"), are counsel to the plaintiffs in the above-captioned class proceeding (the "Class 

Plaintiffs"). 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 believe such information to be true. 

2. Unless otherwise defined or the context requires otherwise, all capitalized terms in this 

affidavit have the meanings attributed to them in the Plan of Compromise and Reorganization of 

Sino-Forest under the Companies' Creditors Arrangement Act ("CCAA") dated December 3, 

2012 (the "Plan"). 

3. For the purposes of the above-captioned proceeding under the CCAA (the "CCAA 

Proceedings"), Paliare Roland Rosenberg Rothstein LLP ("Paliare Roland") acts together with 

Class Counsel to represent the Ad Hoc Committee of Purchasers of the Applicant's Securities, 

including the Class Plaintiffs (together, the "Ontario Plaintiffs"). 

4. Pursuant to the Order of the Honourable Mr. Justice Morawetz, dated January 29, 2015 

(the "Notice Order"), attached hereto as Exhibit "A'', Class Counsel was required to provide 

notice of the hearing to approve: 

(a) the proposed settlement between the Ontario Plaintiffs and 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, 
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Fenner & Smith Incorporated (successor by merger to Banc of America 
Securities LLC) (the "Underwriters"); 

(b) approval of Class Counsel fees and disbursements; and 

( c) approval of a Proposed Claims and Distribution Protocol. 

5. Attached hereto as Exhibit "B" is a copy of the Notice and the Notice of Objection. 

6. The Notice Order provided that the Notice be distributed in the following manner: 

(a) Class Counsel shall provide or cause to be provided a copy of the Notice and 
the Notice of Objection directly, either electronically or by mail, to all 
individuals or entities who have contacted Class Counsel, Siskinds Desmeules 
sencrl ("Desmeules") or Cohen Milstein Sellers & Toll PLLC ("Cohen 
Milstein") regarding this action, and to any person or entity who requests a copy 
of the Notice and the Notice of Objection, provided that such person or entity has 
furnished his, her or its contact information to Class Counsel, Desmeules, or 
Cohen Milstein; 

(b) Class Counsel will send or cause to be sent by direct mailing copies of the Notice 
and the Notice of Objection to all known individuals and entities who purchased 
Sino-Forest securities in the primary market from the Dealers during the class 
period, based on the information to be provided on a best efforts basis by the 
Dealers; 

( c) Class Counsel will send or will distribute the Notice and the Notice of Objection 
by email to all individuals and entities that have submitted claim forms in 
connection with the Ernst & Young Settlement (as defined in the Plan of 
Compromise and Reorganization of Sino-Forest Corporation under the 
Companies' Creditors Arrangement Act (the "CCAA") dated December 3, 2012 
(the "Plan")) and who have indicated on their claim from that they are making a 
claim in respect of Sino-Forest securities purchased on the primary market, 
provided that such person or entity has furnished his, her, or its contact 
information in the claim form. The notice shall be sent electronically via email if 
email addresses have been provided; otherwise the notice shall be sent by mail; 

(d) Class Counsel will send or will cause to be sent copies of the Notice and the 
Notice of Objection to the current Service List in the above-captioned 
proceeding under the CCAA (the "CCAA Proceeding"); and 

( e) Copies of the Notice and the Notice of Objection will be posted on the websites 
of Class Counsel (in English and French) and Cohen Milstein (in English). 

7. The Notice Order further provided that the Notice and Notice of Objection be distributed 

no later than 30 days of the Notice Order, and the deadline for delivering a notice of objection is 
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30 days after the distribution of the Notice is complete (the "Objection Deadline"). Thirty days 

following the Notice Order was February 28, 2015, a Saturday. The first weekday after February 

28, 2015 was March 2, 2015. As a result, the Objection Deadline was set for April I, 2015, 30 

days after March 2, 2015. 

8. I am advised by Natercia McLellan of Koskie Minsky LLP, Genevieve Fontan of Cohen 

Milstein, and Nicole Young of Siskinds LLP that, in accordance with paragraph 5(a), 5(d), and 

5(e), above, by February 28, 2015 the Notice and Notice of Objection was sent to all individuals 

that had provided their contact information to Class Counsel, Desmeules, and Cohen Milstein in 

connection with these proceedings, the Notice and Notice of Objection was posted on the 

websites of Class Counsel (in English and French) and Cohen Milstein (in English), and the 

Notice and Notice of Objection were sent out to the CCAA service list. Attached here as Exhibit 

"C" is a copy of the French translation of the Notice and Notice of Objection. 

9. I am advised by Rebecca Wise, an associate with Torys LLP, counsel to the 

Underwriters, that in accordance with paragraph 5 of the Notice Order, best efforts were made to 

provide Class Counsel with a list of all known individuals and entities who purchased Sino

Forest securities in the primary market from the Underwriters during the class period. 

10. Such list was provided to Class Counsel by February 27, 2015, and the Notice and Notice 

of Objection were sent to those individuals and entities by March 1, 2015. I am further advised 

by Ms. Wise that she made arrangements for Credit Suisse Securities (Europe) Limited to 

forward the Notice and Notice of Objection to its clients who purchased Sino-Forest securities in 

the primary market from the Underwriters during the class period. The Notice and Notice of 

Objection were sent to those clients by March 2, 2015. 
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11. I am advised by Kurt Elgie ofNPT RicePoint that in accordance with paragraph 5(b) and 

5(c) above, copies of the Notice and Notice of Objection were sent to all persons and entities that 

have submitted claims to participate in the Ernst & Young settlement and who have indicated on 

their claim from that they are making a claim in respect of Sino-Forest securities purchased on 

the primary market, and copies of the Notice were provided to the list of all known individuals 

and entities who purchased Sino-Forest securities in the primary market from the Underwriters 

during the class period as provided by Torys LLP. I am advised my Mr. Elgie that the final 

mailing in respect of paragraph 5(b) was made on March 2, 2015. I am further advised by Mr. 

Elgie that 1,407 emailed notices were undeliverable and bounced back, and on March 4 and 5, 

2015, hard copies of the Notice and Notice of Objection were mailed to these individuals and 

entities. 

12. In addition, Class Counsel provided notice of the hearing to approve the increase in 

NPT' s fee for the administration of the settlement with Ernst & Young and approval of an order 

seeking to permit the filing of late claims in the Ernst & Young settlement. This notice, attached 

hereto as Exhibit "D", was included with the Notice pursuant to paragraphs 6(a), 6(c), 6(d), and 

6(e). 

13. In total, over 22,305 Notices were sent to class members. I am advised by Kurt Elgie that 

this includes Notices sent to brokers and third party filers who have made claims on behalf of 

31,548 class members. 
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14. I make this affidavit in respect of notice issues and in support of the motion for settlement 

and fee approval and for no other or improper purpose. 

SWORN before me at the City of ) 
Toronto, in the Province of Ontario, ) 
this 8 day of April, 20)1. ) 

-, _;; ) 

. l ) 
-·/ _// ) /) j;-r · Ir-- ) 

A,5P~ission~, etc. ~ 
/\ cb:r-:- G, · "--
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SUPERIOR COURT OF JUSTICE 
COMMERCIAL LIST 

THE HONOURABLE lll!..t"t£'1••<K l lii&JI-() 
) 

7Wf,,c, I- .t I> "::J , THE :l f ti. DAY 

OF J"-~,2015 JUSTICE MORA WETZ ) 

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 
1985, c. C-36, AS AMENDED, AND IN THE MATIER OF A PLAN OF COMPRISE OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

BETWEEN: 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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 (fonnerly 
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 COMP ANY 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., CAN ACCORD 
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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Proceeding under the Class Proceedings Act, 1992 

ORDER 
(Notice Approval - Dealers Settlement) 

TIDS 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") 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) for an 

order approving the form of notice to Securities Claimants (the "Notice") of the hearing to 

approve the settlement agreement with 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) (the "Dealers" and the 

"Dealers Settlement"), and matters ancillary thereto, was heard on January 29, 2015, in Toronto, 

Ontario. 

WHEREAS the Ontario Plaintiffs and the Dealers have entered into the Dealers 

Settlement; 

AND WHEREAS notice has previously been provided to Securities Claimants of the 

Ernst & Young Settlement and the settlement with David J. Horsley; 

AND ON BEING ADVISED that in excess of 47,000 claims have been submitted by 

Securities Claimants wishing to participate in the proceeds of the Ernst & Young Settlement; 
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AND ON BEING ADVISED that a proceeding (the "Chapter 15 Proceeding") was 

commenced in the United States Bankruptcy Court for the Southern District of New York (the 

"United States Bankruptcy Court") captioned In re Sino Forest Corporation, Case No. 13-10361 

(MG) and that this notice will be disseminated pursuant to the Federal Rules of Bankruptcy 

Procedure and any applicable local rules in connection with the motion filed in the Chapter 15 

Proceeding for an order recognizing and enforcing the order granting approval of the Dealers 

Settlement in the United States; 

AND ON READING the materials filed, and on hearing submissions of counsel to the 

Ontario Plaintiffs and the Dealers; 

1. THIS COURT ORDERS that the time for service and filing of this notice of motion and 

motion record is validated and abridged and any further service thereof is dispensed with. 

2. THIS COURT ORDERS that unless otherwise defined herein, or unless the context 

requires otherwise, capitalized terms in this Order have the meanings attributed to them at 

Schedule "A" of this Order. 

3. THIS COURT ORDERS that the notice substantially in the form attached as Schedule 

"B" (the "Notice") be and hereby is approved, subject to the right of the parties to make 

non-material amendments to such form as may be necessary or desirable. 

4. THIS COURT ORDERS that the Notice shall be disseminated as follows by no later 

than 30 days after this Order: 

(a) Siskinds LLP and Koskie Minsky LLP (together, "Class Counsel") shall 
provide or cause to be provided a copy of the Notice and the Notice of Objection 
directly, either electronically or by mail, to all individuals or entities who have 
contacted Class Counsel, Siskinds Desmeules sencrl ("Desmeules") or 
Cohen Milstein Sellers & Toll PLLC ("Cohen Milstein") regarding this 
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action, and to any person or entity who requests a copy of the Notice and the 
Notice of Objection, provided that such person or entity has furnished his, her or 
its contact information to Class Counsel, Desmeules, or Cohen Milstein; 

(b) Class Counsel will send or cause to be sent by direct mailing copies of the Notice 
and the Notice of Objection to all known individuals and entities who purchased 
Sino-Forest securities in the primary market from the Dealers during the class 
period, based on the information to be provided by the Dealers, as set out in 
paragraph 5 below; 

(c) Class Counsel will send or will distribute the Notice and the Notice of Objection 
by email to all individuals and entities that have submitted claim forms in 
connection with the Ernst & Young Settlement (as defined in the Plan of 
Compromise and Reorganization of Sino-Forest Corporation under the 
Companies' Creditors Arrangement Act (the "CCAA") dated December 3, 2012 
(the "Plan")) and who have indicated on their claim from that they are making a 
claim in respect of Sino-Forest securities purchased on the primary market, 
provided that such person or entity has furnished his, her, or its contact 
information in the claim form. The notice shall be sent electronically via email if 
email addresses have been provided; otherwise the notice shall be sent my mail; 

( d) Class Counsel will send or will cause to be sent copies of the Notice and the 
Notice of Objection to the current Service List in the above-captioned 
proceeding under the CCAA (the "CCAA Proceeding"); and 

(e) Copies of the Notice and the Notice of Objection will be posted on the websites 
of Class Counsel (in English and French) and Cohen Milstein (in English). 

S. THIS COURT ORDERS that the Dealers are required to make best efforts to provide to 

Class Counsel, within 30 days of this Order, the names and addresses of all known 

individuals and entities who purchased Sino-Forest securities in the primary market from 

the Dealers during the class period. 

6. THIS COURT ORDERS that any persons wishing to object to the Dealers Settlement 

shall deliver a notice of objection substantially in the form attached hereto as Schedule 

"C" (the "Notice of Objection") to be received by no later than 30 days after the 

distribution of the notice is complete (the "Objection Deadline") by mail, courier, or 

email transmission, to the contact information indicated on the Notice of Objection, and 

that any Notice of Objection received later than the Objection Deadline shall not be filed 

with the Court or considered at the hearing to approve the Dealers Settlement; and 

°' ,..._j' ~ 
If~ ~ '°" 
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7. TIDS COURT REQUESTS, pursuant to the Companies' Creditors Arrangement Act 

together with such other statutes, regulations and protocols as may apply, and as a matter 

of comity, that all courts, regulatory and administrative bodies, and other tribunals, in all 

provinces and territories of Canada, in the United States of America, and in all other 

nations or states, recogniz.e this order and act in aid of and in a manner complementary to 

this order and this court in carrying out the terms of this order. 

Date: 
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SCHEDULE"A" 

Definitions of capitalized terms used in this Order 

"CCAA" means the Companies' Creditors Arrangement Act, RSC, 1985, c. C-36. 

"Dealers" means 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 Incoiporated 
(successor by merger to Banc of America Securities LLC). 

"Ernst & Young Settlement" has the meaning attributed to it in the Plan. 

"Dealers Settlement" means the settlement as reflected in the Minutes of Settlement between 
the Dealers and the plaintiffs in Ontario Superior Court Action No. CV-ll-431153-00CP, 
Quebec Superior Court No. 200-06-000132-111, and United States New York Southern District 
Court, Case Number I :12-cv-01726 (An. 

"Plan" means the Plan of Compromise and Reorganization of Sino-Forest Corporation under 
the CCAA, dated December 3, 2012 . 

"Securities Claimants" means all Person 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. 
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Schedule "B" 

SINO-FOREST SECURITIES LITIGATION 

NOTICE OF PROPOSED SETTLEMENT WITH: 

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) 

TO: 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 (the "Securities Claimants"). 

READ TIIlS NOTICE CAREFULLY AS IT MAY AFFECT YOUR LEGAL RIGHTS. 
YOU MAY NEED TO TAKE PROMPT ACTION 

IMPORTANT DEADLINE 

Objection Deadline (for those who wish to object or make 
submissions regarding the proposed settlements with the Dealers 
or recognition and enforcement of any order approving such 
proposed settlements in the United States. See pages 3 & 4 for 
more details) • 

Background of Sino-Forest Class Action and CCAA Proceeding 

In June and July of201 l, class actions were commenced in the Ontario Superior Court of Justice 
(the "Ontario Proceeding") and the Quebec Superior Court (the "Quebec Proceeding") by certain 
plaintiffs (the "Canadian Plaintiffs") against Sino-Forest Corporation ("Sino-Forest"), its 
auditors, a consulting company, its senior officers and directors, 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) (the "Dealers"). In January 2012, a proposed class action was commenced by certain 
plaintiffs (together with Canadian Plaintiffs, the "Plaintiffs") against Sino-Forest and other 
defendants in the Supreme Court of the State of New York which was removed to and is now 
pending in the United States District Court for the Southern District of New York (the "U.S. 
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Action") (together with the Ontario Proceeding and the Quebec Proceeding, the "Proceedings"). 
The Proceedings alleged, inter alia, that the public filings of Sino-Forest contained false and 
misleading statements about Sino-Forest's financial results, 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"), 
and the Ontario Superior Court ordered a stay of proceedings against the company and other 
parties (the "CCAA Proceeding''). Orders and other materials relevant to the CCAA Proceeding 
can be found at the CCAA Monitor's website at http://cfcanada.fticonsulting.com/sfc/ (the 
"Monitor's Website"). 

On December 10, 2012, the Ontario Superior Court entered an order (the "Plan Sanction Order") 
approving a Plan of Arrangement in the CCAA Proceeding. As part of the Plan of Arrangement, 
the court approved a framework by which the Plaintiffs may enter into settlement agreements 
with any of the third-party defendants to the Proceedings. 

On February 4, 2013, a proceeding was commenced in the United States Bankruptcy Court for 
the Southern District of New York (the "United States Bankruptcy Court") captioned fu re Sino 
Forest Corporation, Case No. 13-10361 (MG) (the "Chapter 15 Proceeding") seeking recognition 
of the CCAA Proceeding and an order recognizing and enforcing the Plan Sanction Order in the 
United States. On April 15, 2013, the Bankruptcy Court entered an order recognizing and 
enforcing the Plan Sanction Order in the United States. 

Shortly prior to the commencement of the CCAA Proceeding, the Plaintiffs entered into a 
settlement agreement with Poyry (Beijing) Consulting Company Limited (the "Poyry 
Settlement"). The Poyry Settlement was approved by courts in Ontario and Quebec, and January 
15, 2013 was fixed as the date by which members of the class could opt of the Proceedings. The 
opt out period has now expired. No person may now opt out of the Proceedings. 

To date, the claims in the Proceedings against the defendants Ernst & Young and David J. 
Horsley have also been settled and approved by the Ontario Superior Court. 

On January 12, 2015, the Ontario Superior Court certified the Ontario Proceeding and granted 
leave to the Plaintiffs to pursue claims made pursuant to Part XXIII.1 of the Ontario Securities 
Act (and equivalent legislation in other Provinces) as against Sino-Forest, BDO Limited, Allen 
T.Y. Chan, W. Judson Martin, Kai Kit Poon, William E. Ardell, James P. Bowland, James M.E. 
Hyde, Edmund Mak, Simon Murray, Peter Wang, and Garry J. West. 

Who Acts for the Securities Claimants 

Koskie Minsky LLP, Siskinds LLP, Siskinds Desmeules, sencrl, and Cohen Milstein Sellers & 
Toll PLLC (collectively, "Class Counsel") represent the Securities Claimants in the Proceedings. 
If you want to be represented by another lawyer, you may hire one to appear in court for you at 
your own expense. 

You will not have to directly pay any fees or expenses to Class Counsel. However, Class 
Counsel will seek to have their fees and expenses paid from any money obtained for the class or 
paid separately by the defendants. 
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Proposed Settlement with the Dealers 

The Plaintiffs have entered into a proposed settlement with the Dealers (the "Settlement 
Agreement''). The Settlement Agreement would settle, extinguish and bar all claims, globally, 
against the Dealers in relation to Sino-Forest including the allegations in the Proceedings. The 
Dealers do not admit to any wrongdoing or liability. The terms of the proposed settlements do 
not involve the resolution of any claims against Sino-Forest or any of the other remaining 
defendants. For an update on CCAA orders affecting Sino-Forest, please see the Monitor's 
Website. A complete copy of the proposed Settlement Agreement and other infonnation about 
these Proceedings is available on the website of Koskie Minsky LLP, at 
www.kmlaw.ca/sinoforestclassaction, on the website of Cohen Milstein Sellers & Toll PLLC at 
http://www.cohenmilstein.com/cases/274/sino-forest ("Cohen Milstein Website") and on 
www.sinosettlement.com (collectively, the "Class Action Websites"). 

The Settlement Agreement, if approved and its conditions fulfilled, provides that 
CAD$32,500,000 (the "Settlement Amount") shall be paid into an interest bearing account for 
the benefit of the Securities Claimants until such time that it is distributed pursuant to orders of 
the Ontario Superior Court and to pay legal fees and disbursements. 

In return, the Proceedings will be dismissed against the Dealers, and there will be an order 
forever barring all claims against them in relation to Sino-Forest, including any allegations 
relating to the Proceedings. Such order will be final and binding and there will be no ability to 
pursue a claim against the Dealers through an opt-out process under class proceedings or similar 
legislation. 

The proposed settlement with the Dealers is subject to court approval, as discussed below. 

Hearing to Approve the Settlement Agreement, Class Counsel Fees. and the Claims and 
Distribution Protocol on• in Toronto, Ontario 

On • at •. (ET), there will be a hearing before the Ontario Superior Court of Justice at which 
Class Counsel will seek that Court's approval of i) the Settlement Agreement; ii) the fees and 
expense reimbursement requests of Class Counsel; and iii) a plan of allocation and distribution of 
the Settlement Amount (the "Claims and Distribution Protocol") (together, the "Ontario 
Approval Motion"). The hearing will be held at the Canada Life Building, 330 University 
Avenue, 8th Floor, Toronto, Ontario. The exact courtroom number will be available on a notice 
board on the 8th Floor. 

The proposed Claims and Distribution Protocol sets out, among other things, i) the method by 
which the Administrator (defined below) will review and process claims forms; and ii) the 
method by which the Administrator will calculate the amount of compensation to be distributed 
to each Securities Claimant, including the Allocation System, which assigns different risk 
adjustment factors to different Sino-Forest securities depending on factors such as the type of 
security acquired and the time that security was acquired. Persons that suffered the same loss on 
their Sino-Forest securities may receive different levels of compensation, depending on the risk 
adjustment factors assigned to their securities. 
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The detailed proposed Claims and Distribution Protocol can be found at the Class Action 
Websites, or by contacting Class Counsel at the contact information set out at the end of this 
notice. 

At the Ontario Approval Motion, the court will determine whether the Settlement Agreement and 
the Claims and Distribution Protocol are fair, reasonable, and in the best interests of Securities 
Claimants. At that hearing, Class Counsel will also seek court approval of its request for fees and 
expense reimbursements ("Class Counsel Fees''). As is customary in class actions, Class Counsel 
is prosecuting and will continue to prosecute this class action on a contingent fee basis. Class 
Counsel is paid only where there is recovery for the class, and Class Counsel funds the out-of
pocket expenses of conducting the litigation in the interim. Class Counsel will be requesting the 
following fees and disbursements to be deducted from the Settlement Amount before it is 
distributed to Securities Claimants: 

Siskinds LLP, Koskie Minsky LLP, Siskinds Desmeules, sencrl 

Amount requested:$• plus disbursements (expenses), plus taxes 

Cohen Milstein Sellers & Toll PLLC 

Amount requested: $• plus disbursements (expenses), plus taxes 

The court materials in support of these fee and disbursement requests will be posted on the Class 
Action Websites prior to the Distribution Protocol and Fee Hearing. 

Expenses incurred or payable relating to notification, implementation, and administration of the 
settlement ("Administration Expenses'') will also be paid from the Settlement Amount. 

All Securities Claimants may attend the hearing of the Ontario Approval Motion and ask to make 
submissions regarding the proposed settlement with the Dealers. 

Persons intending to object to the approval of the Settlement Agreement, the Allocation 
and Distribution protocol or fee and expense application are required to deliver a Notice of 
Objection, substantially in the form that can be found on the Class Action Websites, and, if 
this Notice is received by mail or email, enclosed with this Notice (the "Notice of 
Objection"), to Siskinds LLP by regular mail, courier, or email transmission, to the contact 
information indicated on the Notice of Objection, so that it is received by no later than 5:00 
p.m. on•, 2015. Copies of the Notices of Objection sent to Siskinds LLP will be filed with 
the Ontario Superior Court. 

Concurrent with the hearing of the Ontario Approval Motion, there will be a hearing in the 
United States Bankruptcy Court for an order recognizing and enforcing the order granting 
approval of the Dealers Settlement in the United States. 

Concurrent Hearing for Recognition and Enforcement on •in New York, New York 

Among other things, the Settlement Agreement is conditioned on and order recognizing and 
enforcing the order granting approval of the Dealers Settlement in the United States. 
Accordingly, on or before•, United States bankruptcy counsel for the Plaintiffs, Lowenstein 
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Sandler LLP will file a motion (the "Dealers Settlement Recognition Motion") with the United 
States Bankruptcy Court seeking such relief Copies of the Dealers Settlement Recognition 
Motion will be available on the Class Action Websites. 

On •, at • (ET), concurrently with the hearing on the Ontario Approval Motion, there will be a 
hearing on the Dealers Settlement Recognition Motion before the Honorable Martin Glenn, 
United States Bankruptcy Judge, in Courtroom 501 of the Bankruptcy Court, One Bowling 
Green, New York, New York. If the Ontario Approval Motion is granted, the Bankruptcy Court 
will consider whether to grant an order recognizing and enforcing the order granting approval of 
the Dealers Settlement in the United States. 

Any objections or responses to the Dealers Settlement Recognition Motion, which will be 
considered separately by the United States Bankruptcy Court from any objections made 
with respect to the Ontario Approval Motion, must be made in accordance with the United 
States Bankruptcy Code, the Federal Rules of Bankruptcy Procedure, and the Local Rules 
for the Bankruptcy Court. In addition, such objection or response must be made in writing 
describing the basis therefore and filed with the United States Bankruptcy Court 
electronically in accordance with General Order M-399 by registered users of the United 
States Bankruptcy Court's electronic case filing system, and by all other parties in interest, 
on a 3.5 inch disc, preferably in Portable Document Format (PDF), Word Perfect or any 
other Wmdows-based word processing format, with a hard copy to the Chambers of the 
Honorable Martin Glenn, United States Bankruptcy Judge, Southern District of New York, 
One Bowling Green, New York, NY 10004-1408 and served upon United States bankruptcy 
counsel for the Dealers at • Attention: •, and United States bankruptcy counsel for the 
Plaintiffs, Lowenstein Sandler LLP, 1251 Avenue of the Americas, New York, N. Y. 10020, 
Attention: Michael S. Etkin and Andrew D. Behlmann, so as to be received by them no 
later than • at •. (ET). 

THE COURT MAY APPROVE A CLAIMS AND DISTRIBUTION PROTOCOL THAT 
IS DIFFERENT THAN THE CLAIMS AND DISTRIBUTION PROTOCOL THAT IS 
PROPOSED BY CLASS COUNSEL. WHETHER OR NOT THEY SUBMIT A VALID 
CLAIM FORM, ALL PERSONS OR ENTITIES THAT ARE ENTITLED TO 
PARTICIPATE IN THE DEALERS SETTLEMENT WILL BE BOUND BY THE 
CLAIMS AND DISTRIBUTION PROTOCOL, WHATEVER IT MAY BE, THAT IS 
APPROVED BY THE COURT. 

The Administrator 

The Ontario Superior Court has appointed NPT RicePoint as the Administrator of the settlement. 
The Administrator will, among other things: {i) receive and process the claim fonns; (ii) make 
determinations of Class Members' eligibility for compensation pursuant to the Claims and 
Distribution Protocol; (iii) communicate with Class Members regarding their eligibility for 
compensation; and (iv) manage and distribute the net settlement amount. The Administrator can 
be contacted at: 

Mailing Address: NPT RicePoint Class Action Services 
Sino-Forest Class Action 
P.O. Box 3355 
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Telephone: 
London, ON N6A 4K3 
1-866-432-5534 

Email Address: sino@nptricepoint.com 

Website: www.nptricepoint.com 

Further Information 

If you would like additional information, please contact Koskie Minsky LLP, Siskinds LLP, 
Siskinds Desmeules sencrl, or Cohen Milstein Sellers & Toll PLLC using the information below: 

Garth Myers, Jonathan Ptak 
Koskie Minsky LLP 
20 Queen St. West, Suite 900, Box 52, Toronto, ON, M5H 3R3 
Re: Sino-Forest Class Action 
Tel: 1.866.474.1739 (within North America) 
Tel: 416.595.2158 (outside North America) 
Email: sinoforestclassaction@kmlaw.ca 

Dimitri Lascaris, Charles Wright 
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 (within North America) 
Tel: 519.672.2251x2380 (outside North America) 
Email: sinoforest@siskinds.com 

Simon Hebert 
Siskinds Desmeules, sencrl 
43 Rue Buade, Bureau 320, Quebec City, Quebec, GlR 4A2 
Re: Sino-Forest Class Action 
Tel: 418.694.2009 
Email: simon.hebert@siskindsdesmeules.com 

Richard Speirs, Genevieve Fontan 
Cohen Milstein Sellers & Toll, PLLC 
88 Pine Street 
New York, NY 10005 
Tel. 212.838.7797 
Email: lawinfo@cohenmilstein.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. 
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Please do not direct inquiries about this notice to the Ontario Superior Court or the United States 
Bankruptcy Court. All inquiries should be directed to Class Counsel. 

DISTRIBUTION OF IBIS NOTICE HAS BEEN AUTIIORIZED BY THE ONTARIO 
SUPERIOR COURT OF JUSTICE 



Schedule "C" 

NOTICE OF OBJECTION 

ONLY USE THIS FORM IF YOU DO NOT LIKE THE 
DEALERS SETTLEMENT OR THE CLAIMS AND 

DISTRIBUTION PROTOCOL OR THE COUNSEL FEE 
APPLICATION AND WISH TO OBJECT 

TO: SISKINDS LLP 
680 Waterloo Street 
POBox2520 
London, ON N6A 3V8 

Attention: Nicole Young 

Email: sinoforest@siskinds.com 

RE: SINO-FOREST CORPORATION-DEALERS SETTLEMENT 

I , (please check all boxes that apply): 
(insert name) 

o am a current shareholder of Sino-Forest Corporation 

o am a former shareholder of Sino-Forest Corporation 

o am a current noteholder of Sino-Forest Corporation 

o am a former noteholder of Siner-Forest Corporation 

D other (please explain) 

I acknowledge that pursuant to the order of Mr. Justice Morawetz dated• (the "Order"), persons 
wishing to object to the Dealers Settlement, the claims and distribution protocol, or the counsel 
fee application are required to complete and deliver this Notice of Objection to Siskinds LLP by 
mail, courier or email to be received by no later than • (Eastern Time) on •. 

I hereby give notice that I object to the Dealers Settlement, the claims and distribution protocol, 
or the counsel application for the following reasons (please attach extra pages if you require 
more space): 

ONLY SUBMIT AN OBJECTION IF YOU DO NOT LIKE THE DEALERS 
SETTLEMENT, THE CLAIMS AND DISTRIBUTION PROTOCOL, OR THE 
COUNSEL FEE APPLICATION AND WISH TO OBJECT 

-:;;g1 
!!i,,,,-.4, 
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D I DO NOT intend to appear at the hearing of the motion to approve the Dealers 
Settlement, the Claims and Distribution Protocol, or the Counsel Fee Application, and I 
understand that my objection will be filed with the court prior to the hearing of the 
motion at• on•, at 330 University Ave., 8th Floor Toronto, Ontario. 

O I DO intend to appear, in person or by coWlSel, and to make submissions at the hearing of 
the motion to approve the Dealers Settlement, the Claims and Distribution Protocol, or 
the Counsel Fee Application, at • on •, at 330 University Ave., 8th Floor Toronto, 
Ontario. 

MY ADDRESS FOR SERVICE IS: MY LAWYER'S ADDRESS FOR 
SERVICE IS (if applicable): 

Name: Name: 

Address: Address: 

Tel.: Tel.: 

Fax: Fax: 

Email: Email: 

Date: ------------ Signature: ____________ _ 
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The Trustees of the Labourer's Pension Fund 
and of Central and Eastern Canada, et al. 

Sino-Forest Corporation, et al. 

Plaintiffs Defendants 

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 
COMPRISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

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

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceedings Under the Class Proceedings Act, 1992 
Proceeding commenced at Toronto 

ORDER 

KOSKIE MINSKY LLP 
20 Queen Street West, Suite 900, Box 52 
Toronto ON M5H 3R3 

Kirk M. Baert (LSUC#: 309420) 
Tel: (416) 595-2117 
Fax: (416) 204-2889 
Jonathan Ptak (LSUC#: 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#: 36599Q) 
Tel: (519) 660-7753 
Fax: (519) 660-7754 
A. Dimitri Lascarls (LSUC#: S0074A) 
Tel: (519) 660-7844 
Fax: (519) 660-7845 

Lawyers for the Plaintiffs 



SINO-FOREST SECURITIES LITIGATION 

NOTICE OF PROPOSED SETTLEMENT WITH: 

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) 

TO: All persons and entities, wherever they may reside, who acquired any securities of Sino
F orest Corporation including securities acquired in the primary, secondary, and over
the-counter markets (the "Securities Claimants"). 

READ TIIlS NOTICE CAREFULLY AS IT MAY AFFECT YOUR LEGAL RIGHTS. 
YOU MAY NEED TO TAKE PROMPT ACTION 
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Background of Sino-Forest Class Action and CCAA Proceeding 

In June and July of2011, class actions were commenced in the Ontario Superior Court of Justice 
(the "Ontario Proceeding") and the Quebec Superior Court (the "Quebec Proceeding") by certain 
plaintiffs (the "Canadian Plaintiffs") against Sino-Forest Corporation ("Sino-Forest"), its 
auditors, a consulting company, its senior officers and directors, 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) (the "Dealers"). In January 2012, a proposed class action was commenced by certain 
plaintiffs (together with Canadian Plaintiffs, the "Plaintiffs") against Sino-Forest and other 
defendants in the Supreme Court of the State of New York which was removed to and is now 
pending in the United States District Court for the Southern District of New York (the "U.S. 
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Action") (together with the Ontario Proceeding and the Quebec Proceeding, the "Proceedings"). 
The Proceedings alleged, inter alia, that the public filings of Sino-Forest contained false and 
misleading statements about Sino-Forest's financial results, 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"), 
and the Ontario Superior Court ordered a stay of proceedings against the company and other 
parties (the "CCAA Proceeding''). Orders and other materials relevant to the CCAA Proceeding 
can be found at the CCAA Monitor's website at http://cfcanada.fticonsulting.com/sfc/ (the 
"Monitor's Website"). 

On December 10, 2012, the Ontario Superior Court entered an order (the "Plan Sanction Order") 
approving a Plan of Arrangement in the CCAA Proceeding. As part of the Plan of Arrangement, 
the court approved a framework by which the Plaintiffs may enter into settlement agreements 
with any of the third-party defendants to the Proceedings. 

On February 4, 2013, a proceeding was commenced in the United States Bankruptcy Court for 
the Southern District of New York (the "United States Bankruptcy Court") captioned In re Sino 
Forest Corporation, Case No. 13-10361 (MG) (the "Chapter 15 Proceeding") seeking recognition 
of the CCAA Proceeding and an order recognizing and enforcing the Plan Sanction Order in the 
United States. On April 15, 2013, the Bankruptcy Court entered an order recognizing and 
enforcing the Plan Sanction Order in the United States. 

Shortly prior to the commencement of the CCAA Proceeding, the Plaintiffs entered into a 
settlement agreement with Poyry (Beijing) Consulting Company Limited (the "Poyry 
Settlement"). The POyry Settlement was approved by courts in Ontario and Quebec, and January 
15, 2013 was fixed as the date by which members of the class could opt of the Proceedings. The 
opt out period has now expired. No person may now opt out of the Proceedings. 

To date, the claims in the Proceedings against the defendants Ernst & Young and David J. 
Horsley have also been settled and approved by the Ontario Superior Court. 

On January 12, 2015, the Ontario Superior Court certified the Ontario Proceeding and granted 
leave to the Plaintiffs to pursue claims made pursuant to Part XXIILl of the Ontario Securities 
Act (and equivalent legislation in other Provinces) as against Sino-Forest, BDO Limited, Allen 
T.Y. Chan, W. Judson Martin, Kai Kit Poon, William E. Ardell, James P. Bowland, James M.E. 
Hyde, Edmund Mak, Simon Murray, Peter Wang, and Garry J. West. 

Who Acts for the Securities Claimants 

Koskie Minsky LLP, Siskinds LLP, Siskinds Desmeules, sencrl, and Cohen Milstein Sellers & 
Toll PLLC (collectively, "Class Counsel'') represent the Securities Claimants in the Proceedings. 
If you want to be represented by another lawyer, you may hire one to appear in court for you at 
your own expense. 

You will not have to directly pay any fees or expenses to Class Counsel. However, Class 
Counsel will seek to have their fees and expenses paid from any money obtained for the class or 
paid separately by the defendants. 
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Proposed Settlement with the Dealers 

The Plaintiffs have entered into a proposed settlement with the Dealers (the "Settlement 
Agreement''). The Settlement Agreement would settle, extinguish and bar all claims, globally, 
against the Dealers in relation to Sino-Forest including the allegations in the Proceedings. The 
Dealers do not admit to any wrongdoing or liability. The terms of the proposed settlements do 
not involve the resolution of any claims against Sino-Forest or any of the other remaining 
defendants. For an update on CCAA orders affecting Sino-Forest, please see the Monitor's 
Website. A complete copy of the proposed Settlement Agreement and other information about 
these Proceedings is available on the website of Koskie Minsky LLP, at 
www.kmlaw.ca/sinoforestclassaction, on the website of Cohen Milstein Sellers & Toll PLLC at 
http://www.coherunilstein.com/cases/274/sino-forest ("Cohen Milstein Website") and on 
www.sinosettlement.com (collectively, the "Class Action Websites"). 

The Settlement Agreement, if approved and its conditions fulfilled, provides that 
CAD$32,500,000 (the "Settlement Amounf') shall be paid into an interest bearing account for 
the benefit of the Securities Claimants until such time that it is distributed pursuant to orders of 
the Ontario Superior Court and to pay legal fees and disbursements. 

In return, the Proceedings will be dismissed against the Dealers, and there will be an order 
forever barring all claims against them in relation to Sino-Forest, including any allegations 
relating to the Proceedings. Such order will be final and binding and there will be no ability to 
pursue a claim against the Dealers through an opt-out process under class proceedings or similar 
legislation. 

The proposed settlement with the Dealers is subject to court approval, as discussed below. 

Hearing to Approve the Settlement Agreement, Class Counsel Fees, and the Claims and 
Distribution Protocol on• in Toronto, Ontario 

On • at •. (ET), there will be a hearing before the Ontario Superior Court of Justice at which 
Class Counsel will seek that Court's approval of i) the Settlement Agreement; ii) the fees and 
expense reimbursement requests of Class Counsel; and iii) a plan of allocation and distribution of 
the Settlement Amowit (the "Claims and Distribution Protocol") (together, the "Ontario 
Approval Motion"). The hearing will be held at the Canada Life Building, 330 University 
Avenue, 8th Floor, Toronto, Ontario. The exact courtroom number will be available on a notice 
board on the 8th Floor. 

The proposed Claims and Distribution Protocol sets out, among other things, i) the method by 
which the Administrator (defined below) will review and process claims forms; and ii) the 
method by which the Administrator will calculate the amount of compensation to be distributed 
to each Securities Claimant, including the Allocation System, which assigns different risk 
adjustment factors to different Sino-Forest securities depending on factors such as the type of 
security acquired and the time that security was acquired. Persons that suffered the same loss on 
their Sino-Forest securities may receive different levels of compensation, depending on the risk 
adjustment factors assigned to their securities. 
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The detailed proposed Claims and Distribution Protocol can be found at the Class Action 
Websites, or by contacting Class Counsel at the contact information set out at the end of this 
notice. 

At the Ontario Approval Motion, the court will determine whether the Settlement Agreement and 
the Claims and Distribution Protocol are fair, reasonable, and in the best interests of Securities 
Claimants. At that bearing, Class Counsel will also seek court approval of its request for fees and 
expense reimbursements ("Class Counsel Fees''). As is customary in class actions, Class Counsel 
is prosecuting and will continue to prosecute this class action on a contingent fee basis. Class 
Counsel is paid only where there is recovery for the class, and Class Counsel funds the out-of
pocket expenses of conducting the litigation in the interim. Class Counsel will be requesting the 
following fees and disbursements to be deducted from the Settlement Amount before it is 
distributed to Securities Claimants: 

Siskinds LLP, Koskie Minsky LLP, Siskinds Desmeules, sencrl 

Amount requested: $ • plus disbursements (expenses), plus taxes 

Cohen Milstein Sellers & Toll PLLC 

Amount requested: $• plus disbursements (expenses), plus taxes 

The court materials in support of these fee and disbursement requests will be posted on the Class 
Action Websites prior to the Distribution Protocol and Fee Hearing. 

Expenses incurred or payable relating to notification, implementation, and administration of the 
settlement ("Administration Expenses'') will also be paid from the Settlement Amount. 

All Securities Claimants may attend the hearing of the Ontario Approval Motion and ask to make 
submissions regarding the proposed settlement with the Dealers. 

Persons intending to object to the approval of the Settlement Agreement, the Allocation 
and Distribution protocol or fee and expense application are required to deliver a Notice of 
Objection, substantially in the form that can be found on the Class Action Websites, and, if 
this Notice is received by mail or email, enclosed with this Notice (the "Notice of 
Objection"), to Siskinds LLP by regular mail, courier, or email transmission, to the contact 
information indicated on the Notice of Objection, so that it is received by no later than 5:00 
p.m. on•. 2015. Copies of the Notices of Objection sent to Siskinds LLP will be filed with 
the Ontario Superior Court. 

Concurrent with the hearing of the Ontario Approval Motion, there will be a hearing in the 
United States Bankruptcy Court for an order recognizing and enforcing the order granting 
approval of the Dealers Settlement in the United States. 

Concurrent Hearing for Recognition and Enforcement on •in New York, New York 

Among other things, the Settlement Agreement is conditioned on and order recognizing and 
enforcing the order granting approval of the Dealers Settlement in the United States. 
Accordingly, on or before•, United States bankruptcy counsel for the Plaintiffs, Lowenstein 
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Sandler LLP will file a motion (the "Dealers Settlement Recognition Motion") with the United 
States Bankruptcy Court seeking such relief. Copies of the Dealers Settlement Recognition 
Motion will be available on the Class Action Websites. 

On •, at • (El), concurrently with the hearing on the Ontario Approval Motion, there will be a 
hearing on the Dealers Settlement Recognition Motion before the Honorable Martin Glenn, 
United States Bankruptcy Judge, in Courtroom 501 of the Bankruptcy Court, One Bowling 
Green. New York, New York. If the Ontario Approval Motion is granted, the Bankruptcy Court 
will consider whether to grant an order recognizing and enforcing the order granting approval of 
the Dealers Settlement in the United States. 

Any objections or responses to the Dealers Settlement Recognition Motion, which will be 
considered separately by the United States Bankruptcy Court from any objections made 
with respect to the Ontario Approval Motion, must be made in accordance with the United 
States Bankruptcy Code, the Federal Rules of Bankruptcy Procedure, and the Local Rules 
for the Bankruptcy Court. In addition, such objection or response must be made in writing 
describing the basis therefore and 'filed with the United States Bankruptcy Court 
electronically in accordance with General Order M-399 by registered users of the United 
States Bankruptcy Court's electronic case filing system, and by all other parties in interest, 
on a 3.5 inch disc, preferably in Portable Document Format (PDF), Word Perfect or any 
other Windows-based word processing format, with a hard copy to the Chambers of the 
Honorable Martin Glenn, United States Bankruptcy Judge, Sou them District of New York, 
One Bowling Green, New York, NY 10004-1408 and served upon United States bankruptcy 
counsel for the Dealers at • Attention: •,and United States bankruptcy counsel for the 
Plaintiffs, Lowenstein Sandler LLP, 1251 Avenue of the Americas, New York, N.Y. 10020, 
Attention: Michael S. Etkin and Andrew D. Behlmann, so as to be received by them no 
later than • at •. (ET). 

THE COURT MAY APPROVE A CLAIMS AND DISTRIBUTION PROTOCOL THAT 
IS DIFFERENT THAN THE CLAIMS AND DISTRIBUTION PROTOCOL THAT IS 
PROPOSED BY CLASS COUNSEL. WHETIIER OR NOT THEY SUBMIT A VALID 
CLAIM FORM, ALL PERSONS OR ENTITIES THAT ARE ENTITLED TO 
PARTICIPATE IN THE DEALERS SETTLEMENT WILL BE BOUND BY THE 
CLAIMS AND DISTRIBUTION PROTOCOL, WHATEVER IT MAY BE, THAT IS 
APPROVED BY THE COURT. 

The Administrator 

The Ontario Superior Court has appointed NPT RicePoint as the Administrator of the settlement. 
The Administrator will, among other tlrings: (i) receive and process the claim forms; (ii) make 
determinations of Class Members' eligibility for compensation pursuant to the Claims and 
Distribution Protocol; (iii) communicate with Class Members regarding their eligibility for 
compensation; and (iv) manage and distribute the net settlement amount. The Administrator can 
be contacted at: 

Mailing Address: NPT RicePoint Class Action Services 
Sino-Forest Class Action 
P.O. Box 3355 

288 



-6-

Telephone: 
London, ON N6A 4K.3 
1-866-432-5534 

Email Address: sino@nptricepoint.com 

Website: www.nptricepoint.com 

Further Information 

If you would like additional information, please contact Koskie Minsky LLP, Siskinds LLP, 
Siskinds Desmeules sencrl, or Cohen Milstein Sellers & Toll PLLC using the information below: 

Garth Myers, Jonathan Ptak 
Koskie Minsky LLP 
20 Queen St. West, Suite 900, Box 52, Toronto, ON, M5H 3R3 
Re: Sino-Forest Class Action 
Tel: l .866.474.1739 (within North America) 
Tel: 416.595.2158 (outside North America) 
Email: sinoforestclassaction@kmlaw.ca 

Dimitri Lascaris, Charles Wright 
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 (within North America) 
Tel: 519.672.2251x2380 (outside North America) 
Email: sinoforest@siskinds.com 

Simon Hebert 
Siskinds Desmeules, sencrl 
43 Rue Buade, Bureau 320, Quebec City, Quebec, GIR 4A2 
Re: Sino-Forest Class Action 
Tel: 418.694.2009 
Email: simon.hebert@siskindsdesmeules.com 

Richard Speirs, Genevieve Fontan 
Cohen Milstein Sellers & Toll, PLLC 
88 Pine Street 
New York, NY 10005 
Tel. 212.838.7797 
Email: lawinfo@cohenmilstein.com 

Interpretation 

If there is a conflict between the provisions ofthis notice and the Settlement Agreement, the 
terms of the Settlement Agreement will prevail. 
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Please do not direct inquiries about this notice to the Ontario Superior Court or the United States 
Bankruptcy Court. All inquiries should be directed to Class Counsel. 

DISTRIBUTION OF IBIS NOTICE HAS BEEN AUTIIORIZED BY THE ONTARIO 
SUPERIOR COURT OF JUSTICE 
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NOTICE OF OBJECTION 

ONLY USE THIS FORM IF YOU DO NOT LIKE THE 
DEALERS SETTLEMENT OR THE CLAIMS AND 

DISTRIBUTION PROTOCOL OR THE COUNSEL FEE 
APPLICATION AND WISH TO OBJECT 

TO: SISKINDS LLP 
680 Waterloo Street 
POBox2520 
London, ON N6A 3V8 

Attention: Nicole Young 

Email: sinoforest@siskinds.com 

RE: SINO-FOREST CORPORATION- DEALERS SETTLEMENT 

I , (please check all boxes that apply): 
(insert name) 

D am a current shareholder of Sino-Forest Corporation 

D am a former shareholder of Sino-Forest Corporation 

D am a current noteholder of Sino-Forest Corporation 

D am a former noteholder of Sino-Forest Corporation 

D other (please explain) 

I acknowledge that pursuant to the order of Mr. Justice Morawetz dated • (the "Order"), persons 
wishing to object to the Dealers Settlement, the claims and distribution protocol, or the counsel 
fee application are required to complete and deliver this Notice of Objection to Siskinds LLP by 
mail, courier or email to be received by no later than • (Eastern Time) on •. 

I hereby give notice that I object to the Dealers Settlement, the claims and distribution protocol, 
or the counsel application for the following reasons (please attach extra pages if you require 
more space): 

ONLY SUBMIT AN OBJECTION IF YOU DO NOT LIKE THE DEALERS 
SETI'LE.MENT, THE CLAIMS AND DISTRIBUTION PROTOCOL, OR THE 
COUNSEL FEE APPLICATION AND WISH TO OBJECT 
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D I DO NOT intend to appear at the hearing of the motion to approve the Dealers 
Settlement, the Claims and Distribution Protocol, or the Counsel Fee Application, and I 
understand that my objection will be filed with the court prior to the hearing of the 
motion at• on•, at 330 University Ave., 8th Floor Toronto, Ontario. 

D I DO intend to appear, in person or by counsel, and to make submissions at the hearing of 
the motion to approve the Dealers Settlement, the Claims and Distribution Protocol, or 
the Counsel Fee Application, at • on •, at 330 University Ave., 8th Floor Toronto, 
Ontario. 

MY ADDRESS FOR SERVICE IS: MY LAWYER'S ADDRESS FOR 
SERVICE IS (if applicable): 

Name: Name: 

Address: Address: 

Tel.: Tel.: 

Fax: Fax: 

Email: Email: 

Date: ------------ Signature: ____________ _ 
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LITIGE SUR TITRES - SINO-FOREST 

A VIS DE REGLEMENT PROPOSE A VEC : 
283 

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 (E.-U.) LLC et Merrill Lynch, Pierce, Fenner & Smith Incorporated (le 
successeur par fusion a la Bank of America Securities LLC) 

A : Toutes Jes personnes et entites, quel que soit leur lieu de domiciliation, qui ont acquis des titres de Sino-Forest Corporation, 
y compris des titres negocies sur Jes marches primaire, secondaire et hors bourse (Jes « Titres des demandeurs » ). 

VEUILLEZ LIRE ATTENTIVEMENT CET A VIS, CAR IL PEUT TOUCHER VOS DROITS JURIDIQUES. 
VOUS POURRIEZ DEVOIR AGIR IMMEDIATEMENT 

DATE LIMITE IMPORTANTE 

Date limite de I' opposition (pour Jes personnes qui souhaitent 
s'opposer ou faire des soumissions concemant Jes projets de 
reglement negocies avec Jes Courtiers ou qui souhaitent que soit 
reconnue et appliquee toute ordonnance approuvant de tels 
reglements proposes aux Etats-Unis. Veuillez vous reporter aux 
pages 2 et 3 pour obtenir plus de details ace sujet). 

Contexte du recours collectif de Sino-Forest et procedure CCAA 

Le !er avril 2015 (Cour 
superieure 
de !'Ontario) et 

Le 29 mai 2015 (Tribunal des 
faillites aux Etats-Unis) 

En juin et juillet 2011, des recours collectifs ont ete intentes devant la Cour superieure de justice de !'Ontario (la « Procedure de 
!'Ontario ») et a la Cour superieure du Quebec (la « Procedure du Quebec ») par certains demandeurs (Jes « Demandeurs 
canadiens ») contre Sino-Forest Corporation(« Sino-Forest»), ses verificateurs, un cabinet de conseil, ses dirigeants et cadres 
superieurs, 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 (E.-U.) LLC et Merrill Lynch, Pierce, Fenner & Smith Incorporated (le 
successeur par fusion a la Bank of America Securities LLC) (Jes« Courtiers»). Enjanvier2012, un recours collectifpropose a 
ete intente par certains demandeurs (de pair avec Jes Demandeurs canadiens, Jes« Demandeurs ») contre Sino-Forest et d'autres 
defendeurs a la Cour supreme de l'Etat de New York. Ce recours a ete transfere a la Cour de District des Etats-Unis ayant 
competence dans le District-Sud de New York ou !edit recours est desormais en instance (le« Recours aux Etats-Unis »)(de 
pair avec la Procedure de !'Ontario et la Procedure du Quebec, Jes « Procedures » ). Dans le cadre de ces Procedures, ii a ete 
allegue, entre autres, que Jes documents publics de Sino-Forest contenaient des declarations fausses et trompeuses concemant le 
bilan financier de Sino-Forest, ainsi que Jes actifs, activites et operations de cette demiere. 

Le litige a ete conteste vigoureusement depuis cette epoque. Le 30 mars 2012, Sino-Forest a obtenu une protection contre ses 
creanciers en vertu de la Joi americaine intitulee Companies' Creditors Arrangement Act (la Joi « CCAA 11 ). La Cour superieure 
de !'Ontario a, par consequent, ordonne un arret des procedures contre la societe et Jes autres parties (la« Procedure CCAA »). 
Yous pouvez visualiser Jes ordonnances et autres documents lies a la Procedure CCAA sur le site Internet du controleur de 
CCAA a l'adresse http://cfcanada.fticonsulting.com/sfc/ (le« Site Web du controleur >> ). 

Le 10 decembre 2012, la Cour superieure de !'Ontario a emis une ordonnance (I'« Ordonnance de l'homologation du plan») 
pour approuver un Plan d'arrangement dans le cadre de la Procedure CCAA. Dans le cadre de ce Plan d'arrangement, la Cour a 
approuve un cadre en vertu duquel Jes Demandeurs peuvent conclure des reglements a !'amiable avec tout defendeur tiers de la 
Procedure. 

Le 4 fevrier 2013, une procedure a ete entamee dans la Cour des fuillites des Etats-Unis du District-Sud de New York(« Ia Cour 
des faillites des Etats-Unis »), intitulee «In re Sino Forest Corporation», n° de dossier 13-10361 (MG) (la « Prodecure du 
chapitre 15 » ), afin de demander que soil reconnue la Procedure CCAA et de solliciter une ordonnance selon Iaquelle est 
reconnue et appliquee l'Ordonnance de l'homologation du plan aux Etats-Unis. Le 15 avril 2013, la Cour des faillites a rendu 
une ordonnance dans le but de reconnaltre et faire appliquer l'Ordonnance de l'homologation du plan aux Etats-Unis. 

Peu de temps avant le debut de la Procedure CCAA, Jes Demandeurs ont conclu un reglement a !'amiable avec Poyry (Beijing) 
Consulting Consulting Company Limited (le « Reglement de Poyry » ). Le Reglement de Poyry a ete approuve par Jes cours de 
!'Ontario et du Quebec, et une date a ete ~q!ie,,_ s12!! II) J 5 jaqvier 2013,'f.a~a ~lie. Ieli.membres pouvaient se retirer du Recours 
collectif. Cette periode de retrait est mMRl\:filulifC~l£«~:·Wr;11oli~et1 , H ~t1 'itesonnais impossible de se retirer des 
Procedures. affidavit of ..... l4_Lt,_(.f::_lc: .. J!.(\. ft~ ...... ._._ 

sworn before mf\ ~is ........ f ................ '( 
day o'----······-··-~·~~i(•d .......... 20 ..... f..._ 

,,---7,' 
/ -'',,c~ ;._ 71 r ,., · 

--. "I',.__,-'"',,,,.~' C<~·c..,•.r--:A°'I'~;;;;;,;;~;~·~;~·;;;~·~;;;~~;;;,;;~~ 
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A ce jour, les reclamations mises de !'avant dans Jes Procedures contre les defendeurs Ernst & Young et David J. Horsley ont 
egalement ete reglees et approuvees par la Cour superieure de !'Ontario. 

Le 12 janvier 2015, la Cour superieure de !'Ontario a certifie la Procedure de I' Ontario et a autorise Jes Demandeurs a poursuivre 
Jes reclamations deposees en vertu de la Section XXIII.l de la Loi sw- /es valeurs mobilieres de !'Ontario (et de lois similaires 
dans d'autres provinces) contre Sino-Forest, BOO Limited, Allen T.Y. Chan, W. Judson Martin, Kai Kit Poon, William E. 
Ardell, James P. Bowland, James M.E. Hyde, Edmund Mak, Simon Murray, Peter Wang et Garry J. West. 

Les representants des Demandeurs d'indemnites dans le cadre du litige concernant les titres emis par Sino-Forest 
Les cabinets d'avocat suivants sont Jes representants des Demandeurs d'indemnites: Koskie Minsky LLP, Siskinds LLP, 
Siskinds Desmeules, sencrl, et Cohen Milstein Sellers & Toll PLLC (collectivement Jes« Avocats du groupe»). Si vous desirez 
etre represente( e) a la Cour par un avocat de votre choix, vous avez le droit d' en engager un a vos frais. 

Vous n'aurez pas a payer directement vous-meme Jes frais et depenses encourus par Jes Avocats du groupe. Toutefois, les 
A vocats du groupe demanderont soit un paiement en remboursement de leurs frais et depenses a meme les sommes obtenues au 
benefice du groupe, soit un paiement a part a verser par les defendeurs. 

Projet de reglement negocie avec les Courtiers 
Les Demandeurs ont conclu un projet de reglement avec les Courtiers (le« Reglement a !'amiable»). Ce Reglement a I' amiable 
viserait a regler, a annuler et a bloquer toutes les reclamations, dans leur globalite, a l'encontre des Courtiers en ce qui conceme 
Sino-Forest, y compris toutes les allegations formulees dans le cadre des Procedures. Les Courtiers nient avoir des dettes envers 
Jes demandeurs et its nient avoir commis des actes reprehensibles. Les modalites du projet de reglement ne oortent pas sur la 
resolution des reclamations a faire valoir contre Sino-Forest OU Jes autres defendeurs. Pour obtenir une mise a jour des 
Ordonnances CCAA qui touchent Sino-Forest, veuillez consulter le site Web du Contr6leur. Vous pouvez visionner une copie 
complete du projet de Reglement a !'amiable et autres renseignements concemant ces Procedures sur le site Web de Koskie 
Minsky LLP, a www.kmlaw.ca/sinoforestclassaction, le site Web de Cohen Milstein Sellers & Toll PLLC a 
http://www.cohenmilstein.com/cases/274/sino-forest (le «Site Web de Cohen Milstein»), ainsi que sur le site Web a 
www.sinosettlement.com (collectivement, Jes« Sites Web du recours collectif»). 

Si le Reglement a I' amiable est approuve et que ses conditions sont remplies, ii est prevu qu'un montant de 32 500 000 $CA (le 
« Montant du reglement ») soit verse dans un compte productif d'interets au benefice des Demandeurs d'indemnites parties 
prenantes au litige eu egard aux titres de Sino-Forest, et ce, apres distribution dudit Montant conformement a l'ordonnance de la 
Cour superieure de !'Ontario, qui decrete que soient acquittes Jes honoraires des avocats et leurs deboursements. 

En contrepartie, Jes Procedures contre Jes Courtiers seront abandonnees, et la Cour emettra une ordonnance pour bloquer en 
permanence toute reclamation contre ces demiers relativement a Sino-Forest, y compris toute allegation relativement aux 
Procedures. Cette ordonnance sera definitive et executoire. De plus, ii sera impossible de poursuivre toute reclamation contre les 
Courtiers au moyen d'un processus d'option de refus aux termes du recours collectif ou de toute autre loi qui autoriserait un tel 
processus. 

Le projet de reglement negocie avec les Courtiers est soumis a I' approbation de la Cour, ainsi qu'il est decrit ci-dessous. 

Tenue de !'audience d'approbation du Reglement a !'amiable. des Honoraires des avocats du groupe. ainsi gue du 
Protocole rffissant les reclamations et la distribution du Montant du rtglement, le I I mai 20I5 a Toronto <Ontario) 
Le 11 mai 2015, a 10 heures (HNE), une audience aura lieu devant la Cour superieure de justice de !'Ontario, a !'occasion de 
laquelle Jes Avocats du groupe solliciteront !'approbation par la Cour i) du Reglement a !'amiable ; ii) de la demande de 
remboursement des honoraires et des depenses des Avocats du groupe ; ainsi que ii) du plan d'attribution et de distribution du 
Montant du reglement (le « Protocole de reclamations et distribution ») ( collectivement, la « Motion d'approbation par la Cour 
superieure de justice de !'Ontario»). L'audience se tiendra dans l'immeuble Canada Life situe au 330 University Avenue, s• 
etage, Toronto (Ontario). Le numero de la salle d'audience sera indique sur un tableau d'affichage situe au s• etage. 

Le Protocole de reclamations et distribution propose precise, entre autres, i) la methode qu'utilisera l'Administrateur (voir 
definition ci-dessous) pour examiner et traiter Jes formulaires de reclamation, ainsi que ii) la methode qu'utilisera celui-ci pour 
calculer le montant des indemnites a distribuer a chaque Demandeur partie prenante au litige eu egard aux titres emis par Sino
F orest, y compris le Systeme d'attribution qui assignera les differents coefficients d'ajustement du risque aux titres de Sino
Forest selon des facteurs tels que le type des titres acquis et le moment d'acquisition. Par consequent, ii est possible que les 
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personnes dont Ies titres de Sino-Forest ont subi des pertes identiques re9oivent des indemnites calculees d'apres des echelons 
differents, en fonction des coefficients d'ajustement du risque assignes a leurs titres. 

Vous pouvez consulter Ies details du Protocole de reclamations et distribution propose en vous rendant sur les sites Web du 
Recours collectif ou en communiquant avec Jes Avocats du groupe aux coordonnees presentees a la fin du present avis. 

Lors de la presentation de la Motion d'approbation par la Cour superieure de justice de !'Ontario, la Cour determinera si le 
Reglement a I' amiable et le Protocole de reclamations et distribution sont equitables, raisonnables et dans l'inten~t supt!rieur des 
Demandeurs parties prenantes au litige portant sur les titres emis par Sino-Forest. Au cours de cette audience, Jes Avocats du 
groupe solliciteront egalement l'approbation par la Cour de sa demande de remboursement des honoraires et des depenses (Jes 
« Honoraires des avocats du groupe »). Comme ii est d'usage pour Jes recours collectifs, Jes Avocats du groupe poursuivent et 
continueront a poursuivre le present recours collectif sur une base d'honoraires conditionnels. Les A vocats du groupe ne seront 
remuneres qu'a condition que le recours collectif obtienne gain de cause. Dans l'intervalle, ils assumeront I' ensemble des frais 
decoulant de la conduite du litige. Avant la distribution du Montant du reglement aux Demandeurs d'indernnites parties 
prenantes au litige eu egard aux titres emis par Sino-Forest, les Avocats du groupe soumettront une demande de deduction des 
honoraires et deboursements suivants a partir du Montant du reglement : 

Siskinds LLP, Koskie Minsky LLP, Siskinds Desmeules, sencrl 

Montant demande : 5 517 207 $, plus debours ( depenses ), plus taxes 

Cohen Milstein Sellers & Toll PLLC 

Montant demande : 194 620 $,plus debours (depenses), plus taxes 

Les documents judiciaires a l'appui de la demande de remboursement des honoraires et debours seront publies sur Jes sites Web 
du Recours collectif avant la tenue de I' Audience portant sur les honoraires et le Protocole de distribution. 

Les frais engages ou exigibles relativement a I' a vis, a la mise en a:uvre et a I' administration du reglement (les « Frais 
d'administration ») seront egalement payes a meme du Montant du reglement. 

Tous Jes Demandeurs d'indemnites parties prenantes au litige eu egard aux titres de Sino-Forest peuvent assister a !'Audience 
portant sur la Motion d'approbation par la Cour superieure de justice de !'Ontario et demander de faire des soumissions 
concemant le projet de reglement conclu avec les Courtiers. 

Les personnes qui prevoient s'objecter a !'approbation du Reglement a l'amiable, au Protocole d'attribution et de 
distribution du Montant de reglement OU a l'Application des honoraires et depenses, doivent envoyer un Avis 
d'oppositioo, essentiellement au format indique sur les sites Web du Recours collectif, et si cet Avis est re~u par courrier 
ou courriel, joint a cet Avis O'« Avis d'opposition »), a Siskiods LLP par voie de courrier ordinaire, messagerie ou 
courriel, aux coordonnees indiquees sur l'Avis d'opposition, de sorte qu'il soit re~u au plus tard le ler avril 2015 a 
17 heures (HNE). Des exemplaires des Avis d'opposition envoyes a Siskinds LLP seront deposes aupres de la Coor 
superieure de l'Ontario. 

En parallele avec !'audience portant sur la Motion d'approbation par la Cour superieure de justice de l'Ontario, une audience se 
tiendra a la Cour de faillite des Etats-Unis en vue d'obtenir une ordonnance selon laquelle sera reconnue et appliquee 
l'ordonnance qui accordera !'approbation du Reglement des courtiers aux Etats-Unis. 

Audience simultaot\e pour solliciter uoe Ordonnance de reconnaissance et d'application le 9 join 2015 a New York. New 
York 

Entre autres choses, le Reglement a !'amiable est conditionnel a une ordonnance de reconnaissance et d'application de 
l'ordonnance qui accorde l'approbation du Reglement des courtiers aux Etats-Unis. En consequence, le cabinet d'avocats experts 
en faillite qui represente Jes Demandeurs aux Etats-Unis, Lowenstein Sandler LLP, deposera une motion (la «Motion de 
reconnaissance du reglement des Courtiers ») aupres de la Cour de faillite des Etats-Unis afin de demander une telle 
approbation. La copie de la Motion de reconnaissance du reglement des Courtiers sera mise a disposition sur Ies sites Web du 
Recours collectif. 

Le 9 juin 2015, a IO heures (HNE), en parallele avec l'audience portant sur la Motion d'approbation par la Cour superieure de 
justice de !'Ontario, une audience sera tenue relativement a la Motion de reconnaissance du reglement des Courtiers aupres de 
!'honorable Martin Glenn, juge siegeant a Ia Cour de faillite aux Etats-Unis, dans la salle d'audience n°501 de la Cour de faillite, 
One Bowling Green, New York, New York. Si la Motion d'approbation est acceptee par la Cour superieure de justice de 
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l'Ontario, la Cour de faillite dt\liberera sur l'opportunite d'accorder une ordonnance de reconnaissance et d'application de 
l'ordonnance accordant l'approbation du reglement des Courtiers aux Etats-Unis. 

Toute objection opposee ou toute reaction a l'egard de la Motion de reconnaissance du reglement des Courtiers (laquelle 
sera deliberee par la Cour de faillite des Etats-Unis separement de toute objection opposee a la Motion d'approbation 
par la Cour superieure de justice de !'Ontario) doit etre conforme aux dispositions du Code des faillites des Etats-Unis 
(United States Bankruptcy Code), aux procedures prescrites par Jes Regles federales sur la faillite (Federal Rules of 
Bankruptcy Procedure) et aux regles locales auxquelles adhere la Cour de faillite. En outre, une telle objection ou 
reaction doit etre faite a l'ecrit, en decrire Jes fondements et deposee aupres de la Cour de faillite des Etats-Unis par voie 
electronique, conformement a l'ordonnance generale M-399, par Jes utilisateurs enregistres du systeme de depot de 
dossiers electroniques de ladite Cour de faillite des Etats-Unis, et par toutes Jes autres parties interessees, sur un disque 
de 3,5 pouces, de preference au format PDF (document portable), Word Perfect ou tout autre format de traitement de 
texte compatible avec Windows, avec one copie papier adressee aux chambres de l'honorable Martin Glenn, juge 
siegeant en faillite aux Etats-Unis, District-Sud de New York, One Bowling Green, New York, NY 10004-1408, et signifie 
au cabinet d'avocats experts en faillite aux Etats-Unis representant Jes Courtiers, au Sherman & Sterling LLP, 599 
Lexington Avenue, New York, NY 1022, United States, a !'attention de: Jaculin Aaron, et le cabinet d'avocats experts en 
faillite representant Jes Demandeurs aux Etats-Unis, Lowenstein Sandler LLP, 1251 Avenue of the Americas, New York, 
N.Y. 10020, a !'attention de: Michael S. Etkin et Andrew D. Behlmann, afin d'etre recue par ces derniers au plus tard 
le 29 mai 2015 a 17 heures (HNE). 

LA COUR PEUT APPROUVER UN PROTOCOLE DE RECLAMATIONS ET DISTRIBUTION QUI EST 
DIFFERENT DE CELUI PROPOSE PAR LE CABINET D'AVOCAT DU GROUPE. QU'ELLES SOUMETTENT OU 
NON UN FORMULAIRE DE RECLAMATION V ALIDE, TOUTES LES PERSONNES ET ENTITES AUTORISEES 
A PARTICIPER AU REGLEMENT DES COURTIERS SERONT LIEES PAR LE PROTOCOLE DE 
RECLAMATIONS ET DISTRIBUTION, QUELLE QU'EN SOIT LA NATURE, QUE LACOUR APPROUVERA. 

L'administrateur 

La Cour superieure de )'Ontario a nomrne NPT RicePoint en tant qu' Administrateur du reglement. L' Administrateur aura 
notamment comme responsabilite de : (i) recevoir et traiter Jes formulaires de reclamation ; (ii) determiner l'admissibilite it 
l'indemnite des Membres du groupe conformt\ment au Protocole de reclamations et distribution ; (iii) comrnuniquer avec Jes 
Membres du groupe au sujet de leur admissibilite it l'indemnite ; et (iv) gerer et distribuer le Montant net du Reglement. Vous 
pouvez joindre I' Administrateur au : 

Adresse postale : NPT RicePoint Class Action Services 
Sino-Forest Class Action 
C.P. 3355 
London (Ontario) N6A 4K3 

Telephone : I 866 432-5534 
Adresse courriel : sino@nptricepoint.com 
Site Web: www.nptricepoint.com 

Informations supolementaires 
Si vous souhaitez obtenir des informations supplementaires, veuillez communiquer avec Koskie Minsky LLP, Siskinds LLP, 
Siskinds Desmeules sencrl, ou Cohen Milstein Sellers & To!IPLLC, en utilisant Jes coordonnt\es ci-dessous : 

Garth Myers, Jonathan Ptak 
Koskie Minsky LLP 
20 Queen St. West, bureau 900, boite 52 
Toronto (Ontario) M5H 3R3 
Objet : Sino-Forest Class Action 
Telephone: I 866 474-1739 (en Amerique du Nord) 
Telephone : 416 595-2158 (it l'exterieur de l'Amerique du Nord) 
Adresse courriel : sinoforestclassaction@kmlaw.ca 



Dimitri Lascaris, Charles Wright 
Siskinds LLP 
680 Waterloo Street, C.P. 2520 
London (Ontario) N6A 3V8 
Objet : Sino-Forest Class Action 
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Telephone: 1800461-6166, poste 2380 (en Amerique du Nord) 
Telephone: 519 672-2251, poste 2380 (a l'exterieur de l'Amerique du Nord) 
Adresse courriel : sinoforest@siskinds.com 

Samy Elnernr 
Siskinds Desmeules, Avocats, sencrl 
480, Saint-Laurent, suite 501, Montreal, Quebec, H2Y 3Y7 
Objet : Recours collectif contre Sino-Forest 
Telephone: 514.849.1970 
Adresse courriel : samy.elnemr@siskindsdesmeules.com 

Richard Speirs, Genevieve Fontan 
Cohen Milstein Sellers & Toll, PLLC 
88 Pine Street 
New York, NY 10005 
Telephone: 418 694-2009 
Adresse courriel : lawinfo@cohenmilstein.com 

Interoretation 
En cas de conflit entre Jes dispositions du present A vis et le Reglement a I' amiable, Jes dispositions du Reglement a I' amiable 
ont preseance. 

Veuillez ne pas envoyer vos demandes de renseignements au sujet du present Avis a la Cour superieure de l'Ontario ni a la Cour 
de faillite des Etats-Unis. Toutes Jes demandes de renseignements doivent etre adressees aux avocats du groupe. 

LA DIFFUSION DE CET A VIS A ETE AUTO RI SEE PAR LACOUR SUPERIEURE DE JUSTICE DEL 'ONTARIO 



298 

-6-

A VIS D'OPPOSITION 

UTILISEZ UNIQUEMENT CE FORMULAIRE SI LE REGLEMENT 
DES COURTIERS, LE PROTOCOLE DE RECLAMATIONS ET 

DISTRIBUTION OU L'APPLICATION DES HONORAIRES 
D'AVOCAT NE VOUS CONVIENNENT PAS ET SI YOUS 

SOUHAITEZ Y OPPOSER VOTRE OBJECTION 

A : SISKINDS LLP 
680 Waterloo Street 
C.P. 2520 
London (Ontario) N6A 3V8 

A !'attention de: Nicole Young 

Adresse courriel : sinoforest@siskinds.com 

Ob jet : SINO-FOREST CORPORATION - REGLEMENT DES COURTIERS 

Je soussigue(e), -------,-----.,--------- (veuillez cocber toutes Jes cases qui s'appliquent): 
(inserez le norn) 

D suis a present un(e) actionnaire de Sino-Forest Corporation 

D suis a present un(e) ancien(ne) actionnaire de Sino-Forest Corporation 

D suis a present un(e) porteur(e) de titres de Sino-Forest Corporation 

D suis a present un(e) ancien(ne) porteur(e) de titres de Sino-Forest Corporation 

D Autre (veuillez preciser) 

Je reconnais qu'en vertu de l'ordonnance rendue par le juge, monsieur Morawetz, en date du 29 janvier 2015 
(I'« Ordonnance »),Jes personnes qui souhaitant opposer une objection au reglement des Courtiers, au Protocole 
de reclamations et distribution OU a !'application des honoraires d'avocat doivent remplir le present Avis 
d'opposition et l'envoyer a Siskinds LLP par courrier, messagerie ou courriel de sorte qu'il soit re<;u au plus tard 
le I er avril 2015 a 17 heures (HNE). 

Par les presentes, je donne avis que j'oppose mon objection au reglement des Courtiers, au Protocole de 
reclamations et distribution OU a !'application des honoraires d'avocat pour Jes motifs Suivants (veuillez ajouter 
des pages supplementaires si plus d'espace est necessaire) : 

SOUMETTEZ UNIQUEMENT VOTRE OJECTION SI LE REGLEMENT DES COURTIERS, LE 
PROTOCOLE DE RECLAMATIONS ET DISTRIBUTION OU L'APPLICATION DES HONORAIRES 
D'A VOCAT NE VOUS CONVIENNENT PAS 
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D JE N'AI PAS L'INTENTION d'assister a !'audience portant sur la motion d'approbation du reglement 
des Courtiers, du Protocole de reclamations et distribution OU de !'Application des honoraires d'avocat, et je 
comprends que mon opposition sera deposee aupres de la Cour avant la tenue de ladite audience a I 0 heures 
(HNE) le 11mai2015, a l'adresse suivante: 330 University Ave., Se etage, Toronto (Ontario). 

D r AI L'INTENTION d'assister soit en personne, soit par avocat interpose, a !'audience portant sur la 
motion d'approbation du reglement des Courtiers, du Protocole de reclamations et distribution OU de 
!'Application des honoraires d'avocat, et j'ai !'intention de faire des soumissions !ors de ladite audience a 10 
heures (HNE) le 11mai2015, a l'adresse suivante: 330 University Ave., Se etage, Toronto (Ontario). 

MON ADRESSE DE RECEPTION 
DE LA SIGNIFICATION : 

Norn: 

Adresse: 

Telephone: 

Telecopieur : 

Adresse courriel : 

L'ADRESSE DE RECEPTION DE LA 
SIGNIFICATION DE MON 
A VOCAT (le cas echeant) : 

Norn: 

Adresse: 

Telephone: 

Telecopieur : 

Adresse courriel : 
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LITIGE A L'EGARD DES TITRES DE SINO-FOREST 
A VIS DE MOTION VISANT A AUTORISER DES FRAIS 

D'ADMINISTRATION SUPPLEMENTAIRES et A ACCEPTER , 
DES RECLAMATIONS TARDIVES dans le CADRE DU 

REGLEMENT DE ERNST & YOUNG 

Avis de motion visant a autoriser des frais d'administration suppiementaires 

NPT RicePoint Class Action Services Inc. ( « NPT ») est l'administrateur nomme par la Cour du reglement 
conclu entre le comite ad hoc des acquereurs de titres emis par Sino-Forest (le « Comite ad hoc») et Ernst & 
Young LLP (le « Reglement de Ernst de & Young»). Puisque le volume des reclamations deposees dans le 
cadre du Reglement de Ernst & Young est plus eleve que prevu - le volume depasse substantiellement 
!'estimation faite par NPT dans sa proposition exprimant son souhait d'administrer !edit Reglement (la 
«Proposition») - le Comite ad hoc sollicite une ordonnance selon laquelle Jes honoraires de NPT devraient etre 
augmentes de 580 000 $ a 1 439 125 $ afin de tenir compte du surcroit de temps requis en consequence par NPT 
pour administrer le Reglement. 

Les honoraires d'origine de 580 000 $ proposes par NPT et approuves par la Cour ont ete etablis en fonction 
d'une evaluation prevoyant le depot de 18 200 reclamations et 5 500 heures a consacrer a !'administration du 
Reglement de Ernst & Young. Dans le cas d'une augmentation importante du nombre des reclamations deposees 
au titre de ce Reglement, la Proposition stipule que le Comite ad hoc aurait le droit de se presenter de nouveau a 
la Cour pour demander !'approbation de frais supplementaires au benefice de NPT. En fait, une telle 
augmentation s'est be! et bien produite. Jusqu'ici, plus de 49 625 reclamations ont ete deposees (chiffre de 
2,73 fois plus important que celui prevu dans la Proposition), et NPT compte consacrer environ 12 261 heures a 
!'administration du Reglement (soit 6,761 heures de plus que prevu dans la proposition). Dans ces circonstances, 
les avocats du groupe sont convaincus qu'une augmentation des honoraires de NPT de 580 000 $ a 1 439 125 $ 
est juste et raisonnable. 

Avis de motion visant a autoriser le depOt des Reclamations tardives 

Selon l'ordonnance de la Cour, la date limite pour deposer Jes reclamations dans le cadre du Reglement de Ernst 
& Young etait le 14 fevrier 2014. Depuis cette date, NPT a re~u environ 1 780 reclamations tardives (!es 
«Reclamations tardives »). Le Comite ad hoc sollicite une ordonnance aupres de la Cour, qui autorisera le 
dep6t de toutes Jes Reclamations tardives que NPT recevrajusqu'au 11 mai 2015, inclusivement. 

Comment Opposer une objection aux Motions visant a autoriser des frais 
d'administration supplementaires et des Indemnites pour les reclamations tardives 

Si vous souhaitez opposer une objection a : (a) la motion visant a autoriser Jes frais d'administration 
supplementaires, ou a (b) la motion visant a autoriser le depot des reclamations tardives, veuillez envoyer un 
courriel a sinoforest@siskinds.com OU poster une lettre a Siskinds LLP 680 Waterloo Street, C.P. 2520, 
London (Ontario) N6A 3V8, a l'attention de: Nicole Young. Veuillez indiquer (i) votre nom, (ii) vos motifs, 
(iii) votre intention d'assister ou non a !'audience portant sur la motion visant a autoriser des frais 
d'administration supplementaires et celle visant a autoriser des indemnites pour Jes reclamations tardives 
(l'heure et la date de !'audience figurent sur l'avis d'approbation du reglement ci-joint), (iv) votre adresse de 
reception de la signification et (v) l'adresse de reception de la signification de votre avocat (le cas echeant). 

Votre avis d'opposition devra etre re1;u le ler avril 2015. 



SINO-FOREST SECURITIES LITIGATION 
NOTICE OF MOTION TO AUTHORIZE ADDITIONAL 

ADMINISTRATION FEES and TO PERMIT LATE CLAIMS 
in the ERNST & YOUNG SETTLEMENT 

Notice of Motion to Authorize Additional Administration Fees 

NPT RicePoint Class Action Services Inc. ("NPT") is the court-appointed administrator of the 
settlement between the Ad Hoc Committee of Purchasers of Sino-Forest's Securities (the "Ad 
Hoc Committee") and Ernst & Young LLP (the "E&Y Settlement"). Due to an unexpectedly 
high volume of claims filed in the E&Y Settlement, materially beyond NPT's estimate in its 
proposal to administer the E&Y Settlement (the "Proposal"), and a corresponding increase in the 
amount of time required for NPT to administer the settlement, the Ad Hoc Committee seeks an 
order increasing NPT's fee from $580.000 to $1.439.125.00. 

The original fee of $580,000 proposed by NPT and approved by the court was based on an 
estimate that 18,200 claims would be filed and the E&Y Settlement would take 5,500 hours to 
administer. The Proposal provided that the Ad Hoc Committee could return to court for 
authorization of additional fees for NPT if there was a material increase in claims filed in the 
E&Y Settlement. Such a material increase has occurred, and over 49,625 claims have now been 
filed (2.73 times greater than anticipated in the Proposal) and NPT expects to expend 
approximately 12,261 hours administering the settlement (6,761 more hours than contemplated 
in the Proposal). In the circumstances, class counsel believes that an increase in NPT's fees from 
$580,000 to $1,439,125.00 is fair and reasonable. 

Notice of Motion to Permit Filing of Late Claims 

Pursuant to court order, the deadline to file claims in the E&Y Settlement was February 14, 
2014. Since that date, NPT has received approximately 1,780 late claims (the "Late Claims"). 
The Ad Hoc Committee seeks a court order permitting NPT to allow filing of all Late Claims 
received up until May 11, 2015. 

How to Object to the Motion to Authorize Additional Administrator 
Fees and to Permit Compensation for Late Claims 

If you would like to object to: (a) the motion to authorize additional administration fees; and/or 
(b) the motion to permit filing of late claims, please email sinoforest@siskinds.com or mail a 
letter to Siskinds LLP 680 Waterloo Street, PO Box 2520, London, ON N6A 3V8 Attention: 
Nicole Young and provide (i) your name; (ii) your reason for objecting; (iii) whether or not you 
intend to appear at the hearing of the motion to authorize additional administration fees and the 
motion to permit compensation for late claims (the time and date of which are on the notice of 
settlement approval, enclosed); (iv) your address for service; and (v) your lawyer's address for 
service (if applicable). 
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Your objection must be received by ApJN~ ifrii~ibit .... D. ........ re[erred ~o In the 
affidavit of ..... Gi~ ..... t=-y ... ::::L __ 
sworn betor~'Y.e, this .. ~~ ............ r 
day ot._:•·:,: .. )3'\!,77.... . ................ 20 ... L.._. 
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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 OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceeding commenced at Toronto 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF GARTH MYERS 

KOSKIE MINSKY LLP 
900-20 Queen Street West 
Box52 
Toronto, ON M5H 3R3 
Kirk M. Baert (LSUC#: 309420) 
Tel: 416.595.2117/Fax: 416.204.2889 
Jonathan Ptak (LSUC#: 45773F) 
Tel: 416.595.2149/Fax: 416.204.2903 

SISKINDS LLP 
680 Waterloo Street 
P.O. Box 2520 
London, ON N6A 3V8 
A. Dimitri Lascaris (LSUC#: 50074A) 
Tel: 519.660.7844/Fax: 519.660.7845 
Charles M. Wright (LSUC#: 36599Q) 
Tel: 519.660.7753/Fax: 519.660.7754 

PALIARE ROLAND ROSENBERG 
ROTHSTEIN LLP 
155 Wellington Street, 35"' Floor 
Toronto, ON M5V 3HI 
Ken Rosenberg (LSUC #21102H) 
Massimo Starnino (LSUC #41048G) 
Tel: 416-646-4300/Fax: 416-646-4301 

Lawyers for the Ad Hoc Committee of Purchasers of the 
Applicant's Securities, including the Class Action Plaintiffs 
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Court File No.: CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 
1985, c. C-36, AS AMENDED, AND IN THE MATTER OF A PLAN OF COMPROMISE 

OR ARRANGEMENT OF SINO-FOREST CORPORATION 

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

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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) 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF HEATHER PALMER 
(Sworn April 9, 2015) 

Defendants 
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I, HEATHER PALMER, of the City of Toronto, in the Province of Ontario 

MAKE OATH AND SAY: 

1. I am an assistant in the class action department at Koskie Minsky LLP. Koskie Minsky 

LLP is counsel to the plaintiffs in the above styled class action. I therefore have personal 

knowledge of the matters set out below. 

2. Attached hereto as Exhibit "A" is a copy ofa letter dated January 8, 2015 from Andrew 

Gray to Robert Staley. 

3. Attached hereto as Exhibit "B" is a copy of a letter dated January 16, 2015 from Mr. 

Staley to Mr. Gray. 

4. Attached hereto as Exhibit "C" is a copy of the Plan Sanction Order of this Court dated 

December 10, 2012. 

5. Attached hereto as Exhibit "D" is a copy of a letter dated April 1, 2015 from Ken 

Rosenberg to Derek Bell and Mr. Staley. 

6. Attached hereto as Exhibit "E" is a copy of a letter dated April 7, 2015 from Mr. Staley 

to Mr. Rosenberg. 

SWORN before me at the City of ) 
Toronto, in the Province of Ontario, ) 
t · 9t day of April, 2015. ) 

Commissioner, etc. 

G&-{~ f'/U) 

) 
) 

~) 

) 
) 

Heather Palmer 
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THIS IS EXHIBIT "A" REFERRED TO IN mE 

AFFIDAVIT OF HEATHER PALMER 

'.Kl)f-liJ!. .. FOREME, THIS 9m DAY OF APRIL, 2015 

3t.15 



TO RYS ------1.1.P 

Jlllluary 8, 2015 

EMAIL 
Robert Staley 
Bennett Jones LLP 
First Canad.Jan Place 
100 King Street West 
Suite3400 
Toronto, Ontario 
MsX lD8 Canada 

Dear Mr. Staley: 

Re: Sino-Forest Corporation ("Sino-Forest") 

79 WelVngton St. W., SOUi Floor 
BoX 270, iO SOIM Towar 
To111n1o, Ontallo M5K 1"2 Cenecla 
P. 416.88ll.0040 [ P. 416.sGa.7380 
www.to171ocom 

Andrew Gray 
agr41)'@1ol)'8.com 
p, 416.805.7890 

308 

As you know, the investment deaJer defendants in the Ontario class action (the "Dealera") have 
settled the Sino-Forest-related litigation against them. l am enclosing a copy of the minutes of 
settlement (the "Settlement Agreement'') which were previously delivered in connection with 
the plaintiffs' notice avproval motion. 

The Settlement Agreement requires that the Dealers Settlement (as that term ls defined in the 
Settlement Agreement) is a ''Named Third Party Settlement" under the CCAA plan of 
arrangement and compromise (the "Plan") and that the Dealers receive a "Named Third Party 
Settlement ReleaseD in accordance with the terms of the Plan. The Plan, in turn, requires the 
consent of the Litigation Trustee to give effect to these aspects of the Settlement Agreement. On 
behalf of the Dealers, I write to seek that consent from the Litigation Trustee. Since the 
Litigation Trustee has not sought to pursue any claims in the face of the release of claims 
included in the Sino-Forest Litigation Trust Agreement, I do not expect that the con.sent of the 
Litigation Trustee will be an issue. 

I look forward to hearing from you. 

AG 

Enclosure 
c;c; John Fabello 

Jon Plllk 
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THIS IS EXHIBIT "B" REFERRED TO IN THE 

AFFIDAVIT OF HEATHER PALMER 

SWORN BEFORE ME, THIS cj11I DAY OF APRIL, 2015 

A COMMISSIONER FOR TAKING AFFIDA TS, ETC. 



lill Bennett 
Jones 

Robert w. StRloy 
Dlrool Lino: 416.777.4857 
•·mall: •lnloyr@bonnoltjonoa.oom 

January 16, 2015 

By E~M1dl: agray@torys.com 

Andrew Gray 
Torys LLP 
Suite 3000 
79 Wellington St W 
Box 270 TD Centre 
Toronto ON M5K 1 N2 

Dear Mr. Gray: 

Re: Sino-Forest Corporation 

308 

Dennett Jone& LLP 

~400 One FlrrtCanadlon Pl~ce, PO Box 130 

Toronto, Ontorlo, Canpda MSX 1A4 

Tel: 416.063, 1200 Fox: 416.963. 1716 

We have consulted with the Litigation Trustee concerning your January 8, 2015 letter, and have been 
instructed to respond as follows. 

As you know, the Plan of Compromise and Reorganization (the "Plan") of Sino-Forest Corporation 
("Sino-Forest") creates a structure under which a Named Third Party Defendant1 may settle specified 
litigation in relation to Sino-Forest, including the Class Actions in which your clients, the 
Underwriters, are defendants. The Plan allows Named Third Party Defendants, subject to certain 
conditions, to obtain a Named Third Party Defendant Release. Among the conditions specified in 
the Plan is the consent of Sino-Forest (pre-Plan implementation) and the Litigation Trustee (post
Plan implementation). The Plan was sanctioned by the court on December 10, 2012, and efforts to 
appeal from the Plan sanction order were unsuccessfol. TI1e Plan is binding on the Underwriters, 

As part of the arrangements negotiated between the Underwriters and Sino-Forest leading to 
approval of the Plan, Sino-Forest agreed that the Plan would extinguish claims of the Litigation 
Trust against the Underwiiters. As part of the same bargain, the Underwriters were listed in the Plan 
as Named Third Party Defendants, making them eligible to receive a Named Third Party Defendant 
Release. Even though the Plan extinguished claims of the Litigation Trust against the Underwriters, 
the Plan nevertheless provides that the consent of the Litigation Trust ls required before the cow1 has 
jurisdiction to grant a Named Third Party Defendant Release to the Underwriters. 

1 Named Third P11rty Deftlndant and the rem11lnlng defined terms In this letter are as defined In tho Plan. 

w w w. be n 11Q ttJ one! ,com 



January 16, 2015 
Page Two 

As you know, a Named Third Party Defendant Release offers settling parties protections 
substantially greater than those available if Class Actions are settled in the normal course, including 
protection against opt-outs. When the claims in the Class Actions against Ernst & Young were 
settled using a structure identical to that created for Named Third Party Defendants, evidence was 
filed with the court to support the proposition that these protections increased the consideration that 
Ernst & Young was prepared to pay to settle the litigation. 

Similarly, the Litigation Trust believes that the significant benefit to the Underwriters in obtaining a 
Named Thfrd Party Defendant Release is reflected in the consideration that the Underwriters are 
proposing to pay In settlement. The Litigation Trust also believes that the Underwriters would have 
paid less, or there would be no settlement, if the claims in the Class Actions against the Underwriters 
were settled in the ordinary course under the Class Proceedings Act and similar statutes in other 
j urlsd i cti ons. 

Going back to 2013, the Litigation Trust arid counsel for the plaintlffS in the Class Actions have had 
periodic discussions about the possible settlement of litigation claims, in which the settling party 
would receive a Named Third Party Defendant Release. In the case of Mr. Horsley, counsel for the 
plaintiffs and the Litigation Tn1st were able to reach an agreement under which the Litigation Trust 
consented to Mr. Horsley receiving such a release. The Litigation Trust received consideration as 
part of that settlement. 

The Litigation Trust has repeatedly advised counsel for the plaintiffs in the Class Actions that they 
should not presume to settle the Class Actions by offe1ing a Named Third Party Defendant Release 
to defendants in the Class Actions without the prior knowledge and concun-ence of the Litigation 
Trust. We assume that counsel for the plaintiffs advised you of the Litigation Trust's position, and 
that a conscious decision was taken by the Underwriters to exclude the Litigation Trust from your 
settlement discussions, and to execute a settlement agreement without first seeking the Litigation 
Trust's consent. 

The beneficiaries of the Litigation Trust differ from the beneficiaries of the Class Actions. The 
Litigation T1ust and the class action parties are competing to obtain recoveries for the benefit of their 
stakeholders, In many cases from the same parties. A Named Third Party Defendant Settlement can 
be granted only with the consent of the Litigation Trust. The Litigation T1ust is not prepared to 
consent to a settlement in which all of the incremental value to a settling party represented by the 
Named Third Party Defendant Release is enjoyed solely by beneficiaties to the Class Actions, and 
none of that value is paid to the Litigation Trust for the benefit of its beneficiaries. To be acceptable 
to tl1e Litigation Trust, any settlement that includes a Named Third Party Defendant Release must 
provide for a fair allocation of that incremental value as between the Litigation Trust and the Class 
Action beneficiaries. 

The Litigation Trust is prepat'ed to engage in without prejudice discussions with the Underwriters, 
with a view to negotiating terms on which the Litigation Trust would consent to a settlement In 
which the Underwriters would receive a Named Third Party Defendant Release. 
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Please let us know how the Underwriters wish to proceed. 

Yours truly, 

Robert W. Staley 

RWS/jm 

cc: Derck Bell, Bennc11 Jones LLP 
co: JonalhRn Bell, Bcnnclt Jonca LLP 

WSLogal\059250\0001 l\113923 I lv.l 



1572155vl 

THIS JS EXHIBIT "C" REFERRED TO IN mE 

AFFIDAVIT OF HEATHER PALMER 
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THE HONOURABLE MR. 

JUSTICE MORA WETZ 

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

ONTARJO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL UST 

) 
) 
) 

MONDAY, THE 10111 DAY 

OF DECEMBER., 2012 

,..-·--COU~ IN THE MATIER OF THE COMPANIES' CREDITORS 
;{ :":;"' . 04tRRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

/~~=- t-·-w-1 ·~~ 
/~; i V-cf~;'{ i ~IN THE MATIER OF A PLAN OF COMPROMISF..DR. 
\;: ".,."';~·;, f.l}RANGEMENT OF SINO-FOREST CORPORATION 
-·~· ... ,. ,~:_ ~ :... . 

. . 
'· ·. '."-·.:·.8·~~~::,,·~·: .. . · 

.' J: ~ 

PLAN SANCTION ORDER 

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

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

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

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

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

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

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

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

and giving effect to the changes and transactions arising therefrom, was heard on December 7, 

2012 at 330 University Avenue, Toronto, Ontario. 

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

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

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

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

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

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

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

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

DEFINED TERMS 

1. TlllS COURT ORDERS that any capitalized terms not otherwise defined in this Plan 

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

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

Order"), as the case may be. 

SERVICE. NOTICE AND MEETING 

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

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

the Second Supplemental Report be and are hen:by abridged and validated so that the motion is 

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

hereby dispensed with. 

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

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

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

was required. 

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

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

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

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

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

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

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

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

notice thereof. 
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SANCTION OF THE PLAN 

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

the purposes of voting to approve the Plan is the Affected Creditors Class. 

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

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

reasonable. 

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

section 6 of the CCAA. 

Pl.AN IMPLEMENIATION 

9. THIS COURT ORDERS AND DECLARES that the Plan and all associated steps, 

compromises, releases, discharges, cancellations, transactions, 81T8Ilgements and reorganizations 

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

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

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

the benefit of and be binding upon SFC, the other Released Parties, the Affected a-editors and 

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

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

representatives, successors, and assigns. 

10. THIS COURT ORDERS that each of SFC and the Monitor are authorized and directed 

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

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

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

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

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

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

11. m1s COURT ORDERS that SFC, the Monitor, Newco, the Litigation Trustee, the 

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

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

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

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

hereby approved. 

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

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

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

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

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

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

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

shall file the Monitor's Certificate with this Court. 

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

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

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

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

14. TIDS COURT ORDERS that SFC, the Monitor and the Initial Consenting Noteholders 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

which they are entitled pursuant to the Plan. 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Indemnity Claims, claims or rights of any kind in respect of the Notes or the Note lndentureB, 

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

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

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

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

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

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

Newco II or any other Person. 

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

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

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

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

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

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

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

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

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

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

any of the foregoing. 

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

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

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

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

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

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

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

23. TIDS COURT ORDERs that section 36. l of the CCAA, sections 95 to 101 of the BIA 

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

transfers at undervalue, shall not apply to the Plan or to any payments, distributioos, traMfers, 
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allocations or transactions made or completed in connection with the restructuring and 

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

to any and all of the payments, distributions, 1ransfers, allocations or transactions 

contemplated by and to be implemented pursuant to the Plan. 

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

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

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

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

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

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

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

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

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

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

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

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

to have been redeemed and cancelled for no ooosideration. 

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

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

Newco as an approval of the Plan for the purpose 9f relying on the exemption from the 

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

section 3(a)(l 0) thereof for the issuance of the Newco Shares, Newco Notes and, to the extent 

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

issued pursuant to the Plan. 

STAY OF PRQCEEDINGS 

29. m1s COURT ORDERS that all obligations, agreements or leases to which (i) SFC 

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

party as a result of the conveyance of the SFC Assets to Newco and the further conveyance of 
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the SFC Assets to Newco II on the Plan Implementation Date, shall be and remain in full force 

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

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

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

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

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

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

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

by reason: 

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

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

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

remedies; 

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

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

orders of this Court; 

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

insolvency of SFC; 

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

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

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

Assets by Newco to Newco II; or 

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

arrangements or reorganizations effected pursuant to the Plan. 

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

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

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

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

commenced, taken or proceed with to advance any Released Claims. 
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31. THIS COURT ORDERS that between (i) the Plan Implementation Date and (ii) the 

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

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

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

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

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

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

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

Securities Act (Ontario) shall be stayed by this Orda-. 

RELEASES 

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

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

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

section 6.4 of the Plan: 

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

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

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

Indemnity Claims (except as set forth in section 7 .1 ( d) of the Plan) and Noteholder 

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

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

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

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

monetary value; 

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

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

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

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

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

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

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

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

the releases set out in section 7.l(t) of the Plan and the injunctions set out in section 

7.3 of the Plan; 

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

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

Indemnified Noteholder Class Action ClaiIDll together) that exceeds the Indemnified 

Noteholder Class Action Limit; 

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

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

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

Noteholder Class Action Claims together) that exceeds the Indemnified Noteholder 

Class Action Limit; 

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

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

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

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

Indemnity Claims exceed the Indemnified Noteholder Class Action Limit; 

(h) any and all Excluded Litigation Trust Claims; 

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

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

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

Consulting Canada Inc., FI1 HK, counsel for the cmrent Directors of SFC, counsel 

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

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

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

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

limitation, notwithstanding anything to the contrary herein, any Unaffected Claims); 
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Affected Claims; Section 5.1(2) D&O Claims; Conspiracy Claims; Continuing Other 

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

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

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

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

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

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

SFC or the Subsidiaries; 

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

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

hoc committee of Noteholders, the Trustees, the Transfer Agent, the Monitor, FI'I 

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

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

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

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

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

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

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

actions taken pW'Suant to the Plan after the Plan Implementation Date, the date of 

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

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

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

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

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

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

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

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

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

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

Trust Interests, as the case may be; 
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(k) any and all Causes of Action against the Subsidiaries for or in connection with any 

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

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

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

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

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

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

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

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

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

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

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

RSA, the Plan, the CCAA Proceedings, the R.estructming Transaction, the Litigation 

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

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

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

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

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

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

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

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

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

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

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

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

Encumbrance in respect of the foregoing; 

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

and then Newco II pursuant to the Plan); 

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

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

this Plan; 
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(n) any entitlements of the Underwriters to receive distributions of any kind (mcluding, 

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

this Plan; and 

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

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

Interests) under this Plan. 

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

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

Plan. 

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

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

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

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

services supplied to the Subsidiaries. 

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

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

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

36. THIS COURT ORDERS that the Tnmtees are hereby authorized and directed to release, 

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

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

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

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

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

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

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

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

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

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

applicable insurer(s). 
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38. THIS COURT ORDERS that all Persons are permanently and forever baned, estopped, 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

any Litigation Trust Claims. 

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

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

of the following conditions precedent: 
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(a) approval by this Honourable Court of the terms of the Ernst & Young Settlement, 

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

Order; 

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

(c) the granting of orders underChapter 15 of the United States Banlrruptcy Code 

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

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

and any other necessary ancillary order; 

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

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

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

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

thereunder; 

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

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

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

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

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

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

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

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

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

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

with this HonoW'llble Court after delivery of such certificllte to Ernst & Young, all as 

provided for in section 11. l of the Plan. 

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

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

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

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

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

Named Third Party Defendant, all as set forth in section t t .2 of the Plan. 

THE MONITOR 

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

obligations under the CCAA and the powers provi<t¥ to the Monitor herein and in the Plan, shall 

be and is hereby authorized, directed and empo~ to perfonn its functions and fulfill its 

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

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

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

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

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

44. THIS COURT ORDERS that: (i) in carrying out the tenns of this Plan Sanction Order 

and the Plan, the Monitor shall have all the protections given to it by the CCAA, the Initial 

Order, the Order of this Court dated April 20, 2012 expanding the powers of the Monitor, and as 

an officer of the Court, including the stay of proceedings in its favour; (ii) the Monitor shall incur 

no liability or obligation as a result of carrying out the provisions of this Plan Sanction Order 

and/or the Plan, save and except for any gross negligence or wilful misconduct on its part; (iii) 

the Monitor shall be entitled to rely on the books and records of SFC and any information 

provided by SFC without independent investigation; and (iv) the Monitor shall not be liable for 

any claims or damages resulting from any errors or omissions in such books, records or 

information. 

45. THIS COURT ORDERS that upon completion by the Monitor of its duties in respect of 

SFC pursuant to the CCAA, the Plan and the Orders, the Monitor may file with the Court a 

certificate stating that all of its duties in respect of SFC pursuant to the CCAA, the Plan and the 

Orders have been completed and thereupon, FTI Consulting Canada Inc. shall be deemed to be 
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discharged from its duties as Monitor and released of all claims relating to its activities as 

Monitor. 

46. THIS COURT ORDERS that in no circumstances will the Monitor have any liability 

for any ofSFC's tax liabilities, if any, regardless of how or when such liabilities may have arisen. 

47. TIDS COURT ORDERS that, subject to the due performance of its obligations as set 

forth in the Plan and subject to its compliance with any written directions or instructions of the 

Monitor and/or directions of the Court in the manner set forth in the Plan, SFC Escrow Co. shall 

have no liabilities whatsoever arising from the performance of its obligations under the Plan. 

RESERVES AND OTHER AMOUNTS 

48. THIS COURT ORDERS AND DECLARES that the amount of each of the 

Indemnified Noteholder Class Action Limit, the Litigation Funding Amount, the Unaffected 

Claims Reserve, the Administration Charge Reserve, the Monitor's Post-Implementation 

Reserve and the Unresolved Claims Reserve, is as provided for in the Plan, the Plan Supplement 

or in Schedule "D" hereto, or such other amount as may be agreed by SFC, the Monitor and the 

Initial Consenting Noteholders, as applicable, in accordance with the terms of the Plan. 

49. THIS COURT ORDERS .that Ooodnums LLP, in its capacity as counsel to the Initial 

Consenting Noteholders, shall be permitted to apply for an Order of the Court at any time 

directing the Monitor to make distributions from the Monitor's Post-Implementation Reserve. 

50. TIDS COURT ORDERS AND DECLARES that, on the Plan Implementation Date, at 

the time or times and in the manner set forth in section 6.4 of the Plan, each of the Charges shall 

be discharged, released and cancelled, and any obligations secured thereby shall be satisfied 

pursuant to section 4.2(b) of the Plan, and from and after the Plan Implementation Date the 

Administration Charge Reserve shall stand in place of the Administration Charge as security for 

the payment of any amounts secured by the Administration Charge. 

51. THIS COURT ORDERS AND DECLARES that any Unresolved Claims that exceed 

$1 million shall not be accepted or resolved without further Order ofthe Court. All parties with 

Unresolved Claims shall have standing in any proceeding with respect to the determination or 

status of any other Unresolved Claim. Counsel to the Initial Consenting Noteholders, Goodmans 
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LLP, shall continue to have standing in any such proceeding on behalf of the Initial Consenting 

Noteholders, in their capacity as Affected Creditors with Proven Claims. 

DOCUMENJPBESERVATION 

52. THIS COURT ORDERS AND DECLARES that, prior to the Effective Time, SFC 

shall: (i) preserve or cause to be preserved copies of any documents (as such tenn is defined in 

the Rules o/Ctvll Procedure (Ontario)) that are relevant to the issues raised in the Class Actions; 

and (ii) make arrangements acceptable to SFC, the Monitor, the Initial Consenting Noteholders, 

counsel to Ontario Class Action Plaintiffs, counsel to Ernst & Young, counsel to the 

Underwriters and counsel to the Named Third Party Defendants to provide the parties to the 

Class Actions with access thereto, subject to customary commercial confidentiality, privilege or 

other applicable restrictions, including lawyer-client privilege, work product privilege and other 

privileges or immunities, and to restrictions on disclosure arising from s. 16 of the Securities Act 

(Ontario) and comparable restrictions on disclosure in other relevant jurisdictions, for purposes 

of prosecuting and/or defending the Class Actions, as the case may be, provided that nothing in 

the foregoing reduces or otherwise limits the parties' rights to production and discovery in 

accordance with the Rules of Civil Procedure (Ontario) and the Class Proceedings Act, 1992 

(Ontario). 

EFFECT. RECOGNITION AND ASSISTANCE 

53. TIDS COURT ORDERS that nothing in this Plan Sanction Order or as a result of the 

implementation of the Plan shall affect the standing any Person has at the date of this Plan 

Sanction Order in respect of the CCAA Proceeding or the Litigation Trust. 

54. TIDS COURT ORDERS that the transfer, assignment and delivery to the Litigation 

Trustee pursuant to the Litigation Trust of (i) rights, title and interests in and to the Litigation 

Trust Claims and (ii) all respective rights, title 11Dd interests in and to any lawyer-client privilege, 

work product privilege or other privilege or immunity attaching to any docmnents or 

communications (whether written or oral) associated with the Litigation Trust Claims, regardless 

of whether such documents or copies thereof have been requested by the Litigation Trustee 

pursuant to the Litigation Trust Agreement (collectively, the "Privileges") shall not constitute a 

waiver of any such Privileges, and that such Privileges are expressly maintained. 
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55. mis COURT ORDERS that the current directors of SFC shall be deemed to have 

resigned on the Plan Implementation Date. The cWTent directors of SFC shall have no liability 

in such capacity for any and all demands, claims, actions, causes of action, counterclaims, suits, 

debts, sums of money, accounts, covenants, damages, judgments, orders, including, without 

limitation, for injunctive relief or specific perfonnance and compliance orders, expenses, 

executions, Encumbrances and other recoveries on account of any liability, obligation, demand 

or cause of action of whatever nature which any Person may be entitled to assert, whether known 

or unknown, matured or wunatured, direct, indirect or derivative, foreseen or unforeseen, arising 

on or after the Plan Implementation Date. 

56. THIS COURT ORDERS that SFC and the Monitor may apply to this Court for advice 

and direction with respect to any matter arising from or under the Plan or this Plan Sanction 

Order. 

33!1! 

57. mIS COURf ORDERS that this Plan Sanction Order shall have full force and effect in 

all provinces and territories of Canada and abroad as against all persons and parties against 

whom it may otherwise be enforced. 

58. THIS COURT ORDERS that, from and after the Plan Implementation Date, the 

Monitor is hereby authorized and appointed to act as the foreign representative in respect of the 

within proceedings for the purposes of having these proceedings recognized in the United States 

pursuant to chapter 15 of title 11 oftbe United States Code. 

59. TIDS COURT ORDERS that, as promptly as practicable following the Plan 

Implementation Date, but in no event later than the third Business Day following the Plan 

Implementation Date, the Monitor, as the foreign representative of SFC and of the within 

proceedings, is hereby authorized and directed to commence a proceeding in a court of 

competent jurisdiction in the United States seeking recognition of the Plan and this Plan Sanction 

Order and confinning that the Plan and this Plan Sanction Order are binding and effective in the 

United States. 

60. THIS COURT HEREBY REQUESTS the aid and recognition of any court or any 

judicial, regulatory or administrative body having jurisdiction in Canada, the United States, 

Barbados, the British Virgin Islands, Cayman Islands, Hong Kong. the People's Republic of 
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China or in any other foreign jurisdiction, to give effect to this Plan Sanction Order and to 

assist SFC, the Monitor and their respective agents in carrying out the terms of this Plan 

Sanction Order. All courts, tribtmals, regulatory and administrative bodies are hereby 

respectfully requested to make such orders and to provide such assistance to SFC and to the 

Monitor, as an officer of this Court, as may be necessary or desirable to give effect to this 

Plan Sanction Order, to grant representative status to the Monitor in any foreign proceeding, 

or to assist SFC and the Monitor and their respective agents in carrying out the terms of this 

Plan Sanction Order. 

61. TIDS COURT ORDERS that each of SFC and the Monitor shall, following 

consultation with Goodmans LLP, be at liberty, and is hereby authorized and empowered, to 

make such further applications, motions or proceedings to or before such other courts and 

judicial, regulatory and administrative bodies, and take such steps in Canada., the United States 

of America, the British Virgin Islands, Cayman Islands, Hong Kong, the People's Republic of 

China or in any other foreign jurisdiction, as may be necessary or advisable to give effect to this 

Plan Sanction Order and any other Order granted by this Court, including for recognition of this 

Plan Sanction Order and for assistance in carrying out its terms. 

62. THIS COURT ORDERS that this Plan Sanction Order shall be posted on the Monitor's 

Website at http://cfcanada.fticonsulting.com/sfc and only be required to be served upon the 

parties on the Service List and those parties who appeared at the hearing of the motion for this 

Plan Sanction Order. 

63. THIS COURT ORDERS AND DECLARES that any conflict or inconsistency between 

the Plan and this Plan Sanction Order shall be governed by the terms, conditions and provisions 

of the Plan, which shall take precedence and priority. 
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.4. 

PLAN OF COMPROMISE AND REORGANiiATION 

WHEREAS Sino"Forest Corporation ("SFC'') is insolvent; 

AND WHEREAS, on March 30, 2012 (the "Filing Date"), the Honourable Justice Morawetz of 
the Ontario Superior Court of Justice (Commercial List) (the "Court") granted an initial Order in 
respect of SFC (as such Order may be amended, restated or varied from time to time, the "Initial 
Order") pursuant to the Compantes' Creditors Arrangement Act, R.S.C. 1985, e. C-36, as 
amended (the "CCAA") and the Canada Business Corporation Act, R.S.C. 1985, c. C-44, as 
amended (the "CBCA "); 

AND WHEREAS, on August 31, 2012, the Court granted a Plan Filing and Meeting Order (as 
·such Order may be amended, restated or varied from time to time, the "Meeting Order") 
pursuant to which, among other things, SFC was authorized to file this plan of compromise and 
reorganization and to convene a meeting of affected creditors to consider and vote on this plan of 
compromise and reorganization. 

NOW THEREFORE, SFC hereby proposes this plan of compromise and reorganization 
pursuant to the CCAA and CBCA. 

1.1 Definitions 

ARTICLE1 
INTERPRETATION 

In the Plan, unless otherwise stated or unless the subject matter or context otherwise 
requires: 

"2013 Note Indenture" means the indenture dated as of July 23, 2008, by and between SFC, the 
entities listed as subsidiary guarantors therein, and The Bank of New York Mellon, as trustee, as 
amended, modified or supplemented. 

"2014 Note Indenture" means the indenture dated as of July 27, 2009, by and between SFC, 1he 
entitles listed as subsidiary guarantors therein, and Law Debenture Trust Company -0f New Yorlc, 
as trustee, as amended, modified or supplemented. 

"2016 Note Indenture" means the indenture dated as of December 17, 2009, by and between 
SFC, the entities listed as subsidiary guarantors therein, and The Bank of New York Mellon, as 
trustee, as amended, modified or supplemented. 

"2017 Note Indenture" means the indenture dated es of October 21, 2010, by and between SFC, 
the entities listed as subsidiary guarantors therein, and Law Debenture Trust Company of New 
York, as trustee, as amended, modified or supplemented. 

"2013 Notes" means the aggregate principal amount of US$345,000,000 of 5.00% Convertible 
Senior Notes Due 2013 issued pursuant to the 2013 Note Indenture. 



.. 

"2014 Notes" means the aggregate principal amount ofUS$399,517,000of10.25% Guaranteed 
Senior Notes Due 2014 issued pursuant to the 2014 Note Indenture. 

"2016 Notes'' means the aggregate principal amount of US$460,000,000 of 4.25% -Convertible 
Senior Notes Due 2016 issued pursuant to the 2016 Note Indenture. 

"2017 Notes" means the aggregate principal amount of US$600,000,000 of 6.25% Guaranteed 
Senior Notes Due 2017 issued pursuant to the 2017 Note Indenture. 

"Accrued Interest" means, in respect of any series of Notes, all accrued and unpaid interest on 
such Notes, at the regular rates provided in the applicable Note Indentures, up to and including 
the Filing Date. 

"Administration Char.ge" has the meaning ascribed thereto in the Initial Order. 

"Administration Charge Reserve" means the cash reserve to be established by SFC on the Plan 
Implementation Date in the amount of $500,000 or such other amount as agreed to by the 
Monitor and the Initial Consenting Noteholders, which cash reserve: (i) shall be maintained and 
administered by the Monitor, in trust, for the purpose of paying any amounts .secured by the 
Administration Charge; and (ii) upon the tennination of the Administration Charge pursuant to 
the Plan, shall stand in place of the Administration Charge as security for the payment of any 
amounts secured by the Administration Charge. 

"Affected Claim" means any Claim, D&O Claim or D&O Indemnity Claim that is not: an 
Unaffected Claim; a Section 5.1 (2) D&O Claim; a Conspiracy Claim; a Continuing Otller D&O 
Claim; a Non-Released D&O Claim; or a Subsidiary lntercompany Claim, and "Affected Claim" 
includes any Class Action Indemnity Claim. For greater certainty, all of the following are 
Affected Claims: Affected Creditor Claims; Equity Claims; Noteholder Class Action Claims 
(other than the Continuing Noteholder Class Action Claims); and Class Action Indemnity 
Claims. · 

"Affected Creditor" means a Person with an Affected Creditor Claim, but only with respect to 
and to the extent of such Affected Creditor Claim. 

"Affected Creditor Claim" means any Ordinary Affected Creditor Claim or Noteholder Claim • 

"Affected Creditors Class" has the meaning ascribed thereto in section 3 .2(a) hereof. 

"Affected Creditors Equity Sub-Pool" means an amount of Newco Shares representing 92.5% 
of the Newco Equity Pool. 

"Alternative Sale Transaction" has the meaning ascribed thereto in section 10.1 hereof. 

"Alternative Sale Transaction Consideration" has the meaning ascribed thereto in section 10.1 
hereof. 

"Applicable Law" means any applicable law, statute. order, decree, consent decree, judgment, 
rule, regulation, ordinance or other pronouncement having the effect of law whether in Canada, 



-6-

the United States, Hong Kong, the PRC or any other country, or any domestic or foreign state, 
county, province, city or other politltiW subdivision or of any Governmental Entity, 

"Auditors" means the former auditora of SFC that are named as defendants to the Class Actions 
Claims, including for greater certainty Ernst & Young LLP and BDO Limited. 

"Barbados Loans" means the aggregate amount outstanding at the date hereof pursuant to three 
Joans made by SFC Barbados to SFC In the 11mounts ofUS$65,997,468.16 on February l, 2011, 
US$59,000,000 on June 7, 2011 and US$176,000,000 on June 7, 2011. · 

"Barbados Property" has the meaning ascribed thereto in section 6.4(j) hereof. 

"BIA" means the Bankruptcy and Insolvency Act, R. S. C. 1985, c. B-3. 

"IJusinea Day" means a day, other than Saturday, Sunday or a statutory holiday, on which 
banks are generally open for business in Toronto, Ontario, 

"Canadian Tax Aet" means the lncome Tax Act (Canada) and the Income Tax Regulation$, ln 
each case as amended from time to time. 

"Causes of Action" means any and all claims, actions, causes of action, demands, counterclaims, 
suits, rights, entitlements, litlgatioa, arbitration, proceeding, hearing, complaint, debt, obligation, 
sums of money, accounts, covenaats, damages, judgments, orders, including for injunctive relief 
or specific performance and compliance orders, expenses, executions, Encumbrances and other 
recoveries of whatever nature that any Pel'llOn may be entitled to assert in law, equity or 
otherwise, whether known or unknown, foreseen or unforeseen, reduced to judgment or not 
reduced to judgment, liquidated or unliqulclated, contingent or non-contingent, matured or 
unmatured, disputed or undisputed, secured or unsecured, assertable dlrecUy, indirectly or 
derivatively, existing or hereafter arising 1111d whether pertaining to events occurring before, on 
or after the Filing Date. 

"CBCA" has the meaning ascribed thereto in the recitals. 

"CCAA" has the meaning ascribed thereto in the recitals. 

"CCAA Proeeedlng" means the proceeding commenced by SFC under the CCAA on the Filing 
Date in the Ontario Superior Court of Justice (Commercial List) -under court file number CV -12· 
9667-00CL. 

"Charges" means the Administration Chlll'ge and the Directors' Charge. 

"Claim" means any right or claim of any Person that may be asserted or made against SFC, in 
whole or in part, whether or not asserted or made, in connection with any indebtedness, liability 
or obligation of any kind whatsoever, and any interest accrued thereon or costs payable in respect 
thereof, including by reason of the commission of a tort (intentional or unintentional), by reason 
of any breach of contract or other agreement (oral or written), by reason of any breach of duty 
(including any legal, statutory, equitable or fiduciary duty) or by reason of any right of 
ownership of or title to property or assets or right to a trust or deemed trust (statutory, express, 
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implied, resulting, constructive or otherwise), and whether or not any indebtedness, liability or 
obligation is reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, 
unmatured, disputed, undisputed, legal, equitable, secured, unsecured, present or future, known 
or unknown, by guarantee, surety or otherwise, and whether or not any right or claim is 
executory or anticipatory in nature, Including any right or ability of any Person (including any 
Directors or Officers of SFC or any of the Subsidiaries) to advance a claim for contribution or 
Indemnity or otherwise with respect to any matter, action, cause or chose in action, whether 
existing at present or commenced in the future, which indebtedness, liability or obligation, and 
any Interest accrued thereon or costs payable in respect thereof (A) is based in whole or in part 
on facts prior to the Filing Date, (B) relates to a time period prior to the Filing Date, or (C) is a 
right or claim of any kind that would be a claim provable against SFC in bankruptcy within the 
meaning of the BIA had SFC become bankrupt on the Filing Date, or is an Equity Claim, a 
Noteholder Class Action Claim against SFC, a Class Action Indemnity Claim against SFC, a 
Restructuring Claim or a Lien Claim, provided, however, that "Claim" shall not include a D&O 
Claim or a D&O Indemnity Claim. 

"Claims Bar Date" has the meaning ascribed thereto in the Claims Procedure Order. 

"Claims Procedure" means the procedure established for detennining the 1U11ount and status of 
Claims, D&O Claims and D&O Indemnity Claims, Including in each case MY such t}lalms that 
are Unresolved Claims, pursuant to the Claims Procedure Order. 

"Claims Procedure Order" means the Order under the CCAA of the Honourable Justice 
Morawetz dated May 14, 2012, establishing, among other things, a claims procedure in respect 
of SFC and calling for claims In respect of the Subsidiaries, as such Order may be amended, 
restated or varied from time to time. 

"Class Action Claims" means, collectively, any rights or claims of any kind advanced or which 
may subsequently be advanced in the Class Actions or in any other similar proceeding, whether a 
class action proceeding or otherwise, and for greater certainty includes any Noteholder Class 
Action Claims. 

"Cius Actions" means, collectively, the following proceedings: (i) Trustees of the Labourers' 
Pension Fund of Central and EastBrn Canada et al v. Sino-Forest Corporation et al. (Ontario 
Superior Court of Justice, Court File No. CV-11-431153-00CP); (ii) Gulnlng Ltu v. Sino-Forest 
Corporation et al. (Quebec Superior Court, Court File No. 200-06-000132-111 ); (iii) Allan 
Haigh v, Sino-Forest Corporation et al. (Saskatchewan Court of Queen's Bench, Court File No. 
2288 of 201 l); and (iv) David Leapard et al, v. Allen T. Y. Chan et al. (District Court of the 
Southern District ofNew York, Court File No. 65025812012). 

"Class Action Court" means, with respect to the Class Action Claims, the court of competent 
jurisdiction that is responsible for administering the applicable Class Action Claim. 

"Class Action Indemnity Claim" means any right or claim of any Person that may be asserted 
or made in whole or in part against S·FC and/or any Subsidiary for indemnity, contribution, 
reimbursement or otherwise from or in connection with any Class Action Claim asserted against 
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such Person. For greater certainty, Class Action Indemnity Claims are distinct from and do not 
include Class Action Claims. 

"Consent Date" means May 15, 2012. 

"Conspiracy Claim" means any D&O Claim alleging that the applicable Director or Officer 
committed the tort of civil C0118piracy, as defined under Canadian common law. 

"Continuing Noteholder Class Action Claim" means any Noteholder Class Action Claim that 
is: (i) a Section 5.1(2) D&O Claim; (ii) a Conspiracy Claim; (Iii) a Non-Released D&O Claim; 
(iv) a Continuing Other D&O Claim; (v) a Noteholder Class Action Claim against one or more 
Third Party Defendants that is not an Indemnified Noteholder Class Action Claim; (vi) the 
portion of an Indemnified Noteholder Class Action Claim that is pennitted to continue agitinst 
the Third Party Defendants, subject to the Indemnified Noteholder Class Action Limit, pursuant 
to section 4.4(bXl) hereof. 

"Continuing Other D&O Claims" has the meaning ascribed thereto in section 4.9(b) hereof. 

"Court" has the meaning ascribed thereto in the recitals. 

3 .d :1 

"D&O Claim" means (i) any right or claim of any Person that may be asserted or made in wbole 
or in part against one or more Directors or Officers of SFC that relates to a Claim for which such 
Directors or Officers are by law liable to pay in their capacity as Directors or Officers of SFC, or 
(ii) any right or claim of any Person that may be asserted or made in whole or in part against one 
or more Directors or Officers of SFC, in that capacity, whether or not asserted or made, In 
connection with ti\DY indebtedness, liability or obligation of any kind whatsoever, and any interest 
accrued thereon or costs payable in respect thereof, including by reason of the commission of a 
tort (intentional or unintentional), by reason of any breach of contract or other agreement (oral or 
written), by reason of any breach of duty (including any legal, statutory, equitable or fiducilll')' 
duty and including, for greater certainty, any monetary administrative or other monetary penalty 
or claim for costs asserted against any Officer or Director ofSFC by any Oovemment Entity) or 
by reason of any right of ownership of or title to property or assets or right to a trust or deemed 
trust (statutory, express, Implied, resulting, constructive or otherwise), and whether or not any 
indebtedness, liability or obligation, and any Interest accrued thereon or costs payable in respect 
thereof, is reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, 
disputed, undisputed, legal, equitable, secured, unsecured, present or future, known or·unknown, 
by guarantee, surety or otherwise, and whether or not any right or claim is e:x:ecutory -or 
anticipatory in nature, including any right or ability of any Person to advance a claim for 
contribution or Indemnity from any such Directors or Officers 1>f SFC or otherwise with respect 
to any matter, action, cause or chose in action, whether existing at present or commenced in the 
future, which indebtedness, liability or obligation, end any interest accrued thereon or costs 
payable in respect thereof (A) is based In whole or In part on facts prior to the Filing Date, or (B) 
relates to a time period prior to the Filing Date. 

"D&O Indemnity Claim" means MY existing or future right of any Director or Officer of SFC 
against SFC that arose or arises as a result of any Person filing a D&O Proof of Claim (as 
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defined in the Claims Procedure Order) in respect of such Director or Officer of SFC for which 
such Director or Officer of SFC is entitled to be indemnified .by SFC, 

"Defence Costs" has the meaning nscribed thereto in section 4.8 hereof. 

"Director" means, with respect to SFC or any Subsidiary, anyone who is or was, or may be 
deemed to be or have been, whether by statute, operation of law or otherwise. a director or de 
facto director of such SFC Company. 

"Directors' Charge" has the meaning ascribed thereto in the Initial Order. 

"Direct Registration Account" means, If applicable, a direct registration account administered 
by the Transfer Agent in which those Persons entitled to receive Newco Shares and/or Newco 
Notes pursuant to the Plan will hold such Newco Shares and/or Newco Notes In registered form. 

"Direct Registration Transaction Advice" means, if applicable, a statement delivered by the 
Monitor, the Trustees, the Transfer Agent or any such Person's agent to any Person entitled to 
receive Newco Shares or Newco Notes pursuant to the Plan on the Initial Distribution Date and 
each subsequent Distribution Date, as applicable, indicating the number ofNewco Shares a.ndlor 
Newco Notes registered in the name of or as directed by the applicable Person in a Direct 
Registration Account. 

"Dired Subsidiaries" means, collectively, Sino-Panel Holdings Limited, Sino-Global Holdings 
Inc., Sino-Panel Corporation, Sino-Capital Olobal Inc., SFC Barbados, Sino-Forest Resources 
Inc, Sino-Wood Partners, Limited. 

"Distribution Date" means the date or dates from time to time set in accordance with the 
provisions of the PlllJI to effect distributions in respect of the Proven Claims, excluding the Initial 
Distribution Date. 

"Distribution Escrow Position" has the meaning ascribed thereto in section 5.2(d) hereof. 

"Distribution Record Date" means the Plan Implementation Date, or such other date as SFC, 
the Monitor and the Initial Consenting Noteholders may agree. 

"DTC" means The Depository Trust Company, or any successor thereof. 

"Early Consent Equity Sub-Pool" means an amount ofNewco Shares .representing 7.5% of the 
Newco Equity Pool. 

"Early Consent Noteholder" melUlS any Noteholder that: 

(a) (i) as confirmed by the Monitor on June 12, 2012, executed the (A) RSA, (B) a 
support agreement with SFC and the Direct Subsidiaries in the form of the RSA 
or (C) a jolnder agreement in the form attached as Schedule C to the RSA; (il) 
provided evidence satisfactory to the Monitor in accordance with section 2(a) of 
the RSA of the Notes held by such Noteholder as at the Consent Date (the "Early 
Consent Notes"), as such list of Noteholders and Notes held has been verified 
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and is maintained by the Monitor on a confidential basis; and (iii) continues to 
hold such Eerly Consent Notes es at the Distribution Record Date; or 

(b) (i) hes acquired Early Consent Notes; (ii) has signed the necessary transfer and 
joinder documentation as required by the RSA and has otherwise acquired .such 
Early Consent Notes in compliance with the RSA; and (iii) continues to hold such 
Early Consent Notes as at the Distribution Record Date. 

343 

"Effective Time" means 8:00 a.m. (Toronto time) on the Plan Implementation Date or such 
other time on such date as SFC, the Monitor and the Initial Consenting Noteholders may agree. 

"Eligible Third Party Defendant" means. any of the Underwriters, BDO Limited and Ernst & 
Young (in the event that the Ernst & Young Settlement is not completed), together with any of 
their respective present end fonner affiliates, partners, associates, employees, servants, agents, 
contractors, directors, officers, insurers and successors, administrators, heirs -and assigns (but 
excluding any Direotor or Officer and successors, administrators, heirs and assigns of any 
Director or Officer in their capacity as such), and any Director or Officer together with their 
respective successors, administrators, heirs and assigns. 

"Employee Priority Claims" means the following Claims of employees and former employees 
ofSFC: 

(a) -Claims equal to the amowits that such employees and former employees would 
have been qualified to receive under paragraph 136(1Xd) of the BIA if SFC had 
become bankrupt on the Filing Date; and 

(b) Claims for wages, salaries, commissions or compensation for services rendered by 
them after the Fl1ing Date and on or before the Plan Implementation Date, 

"Encumbrance" means any security interest (whether contractual, statutory, or 'Otherwise). 
hypothec, mortgage, trust or deemed trust (whether contractual, statutory, or otherwise), lien, 
execution, levy, charge, demand, 11etion, liability or other claim, action, demand or liability of 
any kind whatsoever, whether proprietary, financial or monetary, and whether or not it has 
attached or been perfected, registered or filed and whether secured, unsecured or otherwise, 
including: (i) any of the Charges; and (ii) any charge, security interest or claim evidenced by 
registrations pursuant to the Personal Property Securtty Act (Ontario) or any other personal 
property registry system. 

"Equity Cancellation Date" means the date that is the first Business Day at least 31 days after 
the Plan Implementation Date, or such other date as may be agreed to by SFC, the Monitor and 
the Initial Consenting Noteholders. 

"Equity Claim" means a Claim that meets the definition of "equity claim" in 'Section 2(1) of the 
CCAA and, for greater certainty, includes any of the following: 

(a) any claim against SFC resulting from the ownership, purchase or sale of an equity 
interest in SFC, including the claims by or on behalf of current or former 
shareholders asserted in the Class Actions; 



(b) any Indemnification claim against SFC related to or arising from the claims 
described in sub-paragraph (a), including any such indemnification claims against 
SFC by or on behalf of any and all of the Third Party Defendants (other than. for 
Defence Costs, unless any such claims for Defence Costs have been detennlned to 
be Equity Claims subsequent to the date of the Equity Claims Order); and 

(c) any other claim that has been determined to be an Equity Claim pursuant to an 
Order of the Court, 

"Equity Claimant" means any Person having III! Equity Claim, but only with respect to and to 
the extent of such Equity Claim. 

"Equity Claimant Class" has the meaning ascribed thereto in section 3.2(b). 

"Equity Claims Order" means the Order under the CCAA of the Honourable Justice Morawetz 
dated July 27, 2012, ln respect of Shareholder Claims and R~lated Indemnity Claims against 
SFC, as such terms are defined therein. 

"Equity Interest" has the meaning set forth In section 2(1) of the CCAA. 

11Ernst & Young" means Emst & Young LLP (Canada), Ernst & Young Global Limited and all 
other member firms thereof, and all present and former affiliates, partners, associates, 
employees, servants, agents, contractors, directors, officers, insurers and successors, 
administrators, heirs and assigns of each, but excludes any Director or Officer (in their capacity 
as such) and successors, administrators, heirs and assigns of any Director or Officer (in their 
capacity as such). 

"-Ernst & Young Claim" means any and all demands, claims, actions, Causes of Action, 
counterclaims, suits, debts, sums of money, accounts, covenants, damages, judgments, orders, 
including injunctive relief or specific performance and compliance orders, expenses, executions, 
Encumbrances and other recoveries on account of any claim, indebtedness, liability, obligation, 
demand or cause of action of whatever nature that any Person, including any Person who may 
claim contribution or indemnification against or from them and also including for greater 
certainty the SFC Companies, the Directors (in their capacity as such), the Officers (in their 
capacity as such), the Third P~y Defendants, Newco, Newco II, the directors and officers of 
Newco and Newco II, the Noteholders or any Noteholder, any past, present or future hokier of a 
direct or indirect equity interest In the SFC Companies, any past, present or future direct or 
indirect investor or security holder of the SFC Companies, any direct or indirect security holder 
of Newco or Newco II, the Trustees, the Transfer Agent, the Monitor, and each and evi:ry 
member (including members of any committee or governance council), ·present and former 
affiliate, partner, associate, emp,loyee, servant, agent, contractor, director, officer, insurer and 
each and every successor, administrator, heir and assign of each of any of the foregoing may or 
could (at any time past present or future) be entitled to assert against Ermrt & Young, including 
any and all claims in respect of statutory liabilities of Directors (in their capacity as such), 
Officers (in their capacity as such) and any alleged fiduciary (in any capacity) whether known or 
unknown, matured or unmatured, direct or derivative, foreseen or unforeseen, suspected or 
unsuspected, contingent or not contingent, existing or hereafter arising, based in whole or in part 
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on any act or omission, transaction, dealing or other occurrence existing or talcing place on, prior 
to or after the Ernst & Young Settlement Date relating to, arising out of or in connection with the 
SFC Companies, the SFC Business, any Director or Officer (in their capacity as such) and/or 
professional services performed by Ernst & Young or any other acts or omissions of Ernst & 
Young in relation to the SFC Companies, the SFC Business, any Director or Officer (in their 
capacity as such), including for greater certainty but not limited to any claim arising out of: 

(a) all audit, tax, advisory Md other professional services provided to the SFC 
Companies or related to the SFC Business up to the Ernst & Young Settlement 
Date, including for greater certainty all audit work perfonned, all auditors' 
opinions and all consents in respect of all offering of SFC securities and all 
regulatory compliance delivered in respect of all fiscal periods 'Ellld all work 
related thereto up to and inclusing the Ernst & Young Settlement Date; 

(b) all claims advanced or which could have been advanced in any or all of the Class 
Actions; 

(c) all claims advanced or which could have been advanced in .any or all actions 
commenced in all jurisdictions prior the Ernst & Young Settlement Date; or 

(d) all Noteholder Claims, Litigation Trust Claims or any claim of the SFC 
Companies, 

provided that "Ernst & Young Claim" does not Include any proceedings or remedies that may be 
taken against Ernst & Young by the Ontario Securities Conunission or by staff of the Ontario 
Securities Commission, and the jurisdiction of the Ontario Securities Commission and staff of 
the Ontario Securities Commission in relation to Ernst & Young under the Securities Act, R.S.O. 
1990, c. S-5 is expressly preserved. · 

'*Emst & Young Ordei:s" has the meaning ascribed thereto in section 11.l(a) hereof. 

"Ernst & Young Release" means the release described in 11.l(b) hereof. 

"Ernst & Young Settlement" means the settlement as reflected in the Minutes of Settlement 
executed on November 29, 20 I 2 between Ernst & Young LLP, on behalf of itself and Ernst & 
Young Global Limited and all member firms thereof and the plaintiffs in Ontario Superior Court 
Action No. CV-11-4351153-00CP and in Quebec Superior Court No. 200-06-00132-111, nnd 
such other documents contemplated thereby. 

"Ernst & Young Settlement Date" means the date that the Monitor's Bmst & Young 
Settlement Certificate is delivered to Brnst & Young. · 
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"Excluded Litigation Trust Claims" has the meaning ascribed thereto in section 4. l 2(a) hereof. 

"Excluded SFC Assets" means (i) the rights of SFC to be transferred to the Litigation Trust in 
accordance with section 6.4(o) hereof; (ii) any entitlement to insurance proceeds in respect 1>f 
Insured Claims, Section 5.1(2) D&O Claims and/or Conspiracy Claims; (iii) any secured 
property of SFC that is to be returned in satisfaction of a Lien Claim pursuant to section 4,2(c)(i) 
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hereof; (iv) any input tax credits or other refunds received by SFC after the Effective Time; and 
(v) cash in the aggregate amount of(and for the purpose of): ·(A) the Litigation Funding Amount; 
(B) the Unaffected Claims Reserve; (C) the Administration Charge Reserve; (D) the Expense 
Reimbursement and the other payments to be made pursuant to section 6.4(d) hereof (having 
regard to the application of any outstanding retainers, as applicable); (E) any amounts in respect 
of Lien Claims to be paid in accordance with section 4.2(cXii) hereof; and (F) the Monitor's 
Post-Implementation Reserve; (vi) any office space, office furniture or other office equipment 
owned or leased by SFC in Canada; (vii) the SFC Escrow Co. Share; (viii) Newco Promissory 
Note 1; and (ix) Newco Promissory Note 2. 

"Existing Shares" means all existing shares in the equity of SFC issued and outstanding 
immedi'ately prior to the Bffective Time and all warrants, options or other rights to acquire such 
shares, whether or not exercised as at the Effective Time. 

"Expense Reimbursemenf' means the aggregate amount of (i) the reasonable and documented 
fees and expenses of the Notoholder Advisors, pursuant to their respective engagement letters 
with SFC, and other advisors as may be agreed to by SFC and the Initial Consenting Noteholders 
and (ii) the reasonable fees and expenses of the Initial Consenting Noteholders incurred in 
connection with the negotiation and development of the RSA and this Plan, including in each 
case an estimated amount for any such fees and expenses expected to be incurred in connection 
with the implementation of the Plan, including in the case of(ii) above, an aggregate work :tee of 
up to $5 million (which work fee may, at the request of tho Monitor, be paid by any of ·the 
Subsidiaries instead ofSFC). 

"Filing Date" has the meaning ascribed thereto in the recitals. 

"Fractional Interests" has the meaning given in section 5.12 hereof. 

"FTI HK" means FTI Consulting (Hong Kong) Limited. 

"Governmental Entity" means any government, regulatory authority, governmental department, 
agency, commission, bureau, official, minister, Crown corporation, court, board, trlbunal or 
dispute settlement panel or other law, rule or regulation-making organization or entity: (a) having 
or purporting to have jurisdiction on behalf of any nation, province, territory or state or any other 
geographic or political subdivision of any of them; or (b) exercising, or entitled or purporting to 
exercise any administrative, executive, judicial, legislative, policy, regulatory or taxing authority 
or power. 

"Government Priority Claims" means all Claims of Governmental Entities in respect of 
amounts that were outstanding as of the Plan Implementation Date and that are of a kind that 
could be subject to a demand under: 

(a) subsections 224(1.2) ofthe Canadian Tax Act; 

(b) any provision of the Canada Pension Plan or the Employment Insurance Act 
(Canada) that refers to subsection 224(1 .2) of the Canadian Tax Act and provides 
for the collection of a contribution, as defined in the Canada Pension Plan, or 
employee's premium or employer's premium as defined in the Employment 
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Insurance Act (Canada), or a premium under Part VII.1 of that Act, and of any 
related interest, penalties-or other amounts; or 

any provision of provincial legislation that has a similar purpose to subsection 
224(1.2) of the Canadian Tax Act, or that refers to that subsection, to the extent 
that it provides for the collection of a sum, and of any rela.ted interest, penalties or 
other amounts, where the sum: 

(i) has been withheld or deducted by a person from a payment to another 
person and is in respect of a tax similar in nature to the income tax 
imposed on individuals under the Canadian Tax Act; or 

(ii) is of the 98Jlle nature as a contribution under the Canada Pension Plan if 
the province Is a "province providing a comprehensive pension plllll" as 
defined in subsection 3(1) of the Canada Pension Plan and the provincial 
legislation establishes a "provincial pension plan" as defined in that 
subsection. 

"Greenheart" means Oreenheart Group Limited, a company ~stabtished under ·the laws of 
Bennuda. 

"Indemnified Noteholder Class Action Claims" has the meaning ascribed thereto in section 
4.4(bXi) hereof. 

"Indemnified Notebolder Class Action Limit" means $150 million or such lesser amount 
agreed to by SFC, the Monitor, the Initial Consenting Noteholders and counsel to the Ontario 
Class Action Plaintiffs prior to the Plan Implementation Date or agreed to by the Initial 
Consenting Noteholders and counsel to the Class Action Plaintiffs after the Plan Implementation 
Date. 

"Initial Consenting Noteholders" means, subject to section 12.7 hereof, the Noteholders that 
executed the RSA on March 30, 2012. 

"Initial Distribution Date" means a date no more than ten (10) Business Days .after the Plan 
Implementation Date or such other date as SFC, the Monitor and tbe Initial Consenting 
Noteholders may agree. 

"Initial Newco Shareholder" means a Person to be detennined by the Initial Consenting 
Noteholders prior to the Effective Time, with the consent of SFC and the Monitor, to serve as the 
Initial sole shareholder ofNewco pursuant to section 6.2(a) hereof. 

"Initial Order" has the meaning ascribed thereto in the recitals. 

"Insurance Policies" means, collectively, the following Insurance policies, as well as any other 
Insurance policy pursuant to which SFC or any Director or Officer is insured: ACE INA 
Insurance Policy Number 00024464; Chubb Insurance Company of Canada Policy Number 
8209-4449; Lloyds of London, England Policy Number XTFF0420; Lloyds of London, England 
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Policy Number XTFF0373; and Travelers Guarantee Company of Canada Policy Number 
10181108, and "Insurance Polley" means any one of the Insurance Policies, 

"Insured Claim" means all or that portion of any Claim for which SFC is insured and all or thllt 
portion of any D&O Claim for which the applicable Director or Officer is insured, in each case 
pursuant to any of the lnsunmce Policies. 
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"Intellectual Property,. means: (i} patents, and applications for patents, including divisional and 
continuation patents; (ii) regl~red and unregistered trade-marks, logos and other indlcia of 
origin, pending trade-mark registration applications, and proposed use application or similar 
reservations of marks, and all goodwill associated therewith; (iii) regimered and uilregistered 
copyrights, including all copyright in and to computer software programs, and applications. for 
and registration -of such copyright (including all copyright "in and to the SFC Companies' 
websites); (iv) world wide web addresses and internet domain names, applications and 
reservations for world wide web addresses and internet domain names, uniform resource locators 
-and the corresponding internet sites; (v) industrial designs; and (vi) trade secrets and proprietary 
infonnation not otherwise listed in {i) through (v) above, including all inventions (whether or not 
patentable), invention disclosures, moral and economic rights of authors and inventors (however 
denominated), confidential information, technical data, customer lists, corporate and business 
names, ti·ade names, trade dress, brand names, know-how, formulae, methods (whether ·or not 
patentable), designs, processes, procedures, technology, business methods, source codes, object 
codes, computer software programs (in either source code or object code form), databases, data 
collections llild other proprietary information or material of any type, and all derivatives, 
improvements and refinements thereof, howsoever recorded, or unrecorded. 

"Letter of Instruction,, means a form. to be completed by each Ordinary Affected Creditor and 
each Early Consent Noteholder, lllld ~ is to be delivered to the Monitor in accordance with 
section 5, 1 hereof, which form shall set out: 

(a) the registration details for the Newco Shares and, if applicable, Newco Notes to 
be distributed to such Ordiaary Affected Cred.!tor or Early Consent Noteholder in 
accordance with the Plan; and 

(b) the address to which such Ordinary Affected Creditor's or Early Consent 
Noteholder's Direct Registration Transaction Advice or its Newco Share 
Certificates and Newco Note Certificates, as applicable, are to be ·delivered. 

"Lien Claim" means any Proven Claim of a Person indicated as a secured creditor in Schedule 
"B" to the Initial Order (other than the Trustees) that is secured by a lien or encumbrance on any 
property of SFC, which lien is valid, perfected and enforceable pursuant to Applicable Law, 
provided that the Charges and any Claims in respect of Notes shall not constitute "Lien Claims''. 

"Lien Claimanf' means a Person having a Lien Claim, other than any Noteholder or Trustee in 
respect of any Noteholder Claim. 
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"Litigation Funding Amount" means the cash amount of.$1,000,000 to be advanced by SFC to 
the Litigation Trustee for purposes of funding the Litigation Trust on the Plan Implementation 
Date in accordance with section 6.4(0) hereof. 

"Litigation Funding Receivable" has the meaning ascribed thereto in section 6.4( o) hereof. 

"Litigation Trust" means the trust to be established on the Plan Implementation Date at the time 
specified in section 6.4(p) in accordance with the Litigation Trust Agreement pursuant to"the 
laws of a jurisdiction that is acceptable to SFC and the Initial Consenting Noteholders, which 
trust will acquire the Litigation Trust Claims and will be funded with the Litigation Funding 
Amount in accordance with the Plan and the Litigation Trust Agreement. 

"Litigation Trust Agreement" means the trust agreement dated as of the Plan Implementation 
Date, between SFC and the Litigation Trustee, establishing the Litigation Trust. 

"Litigation Trust Claims" means any Causes of Action that have been or may be asserted by or 
on behalf of: (a) SFC against any and all third parties; or (b) the Trustees (on behalf of the 
Noteholders) against any and all Persons in connection with the Notes issued by SF.C; provided, 
however, that in no event shall the Litigation Trust Claims include My (i) claim, right or cause of 
action against any Person that is released pursuant to Article 7 hereof or (ii) any Excluded 
Litigation Trust Claim. For greater certainty: (x) the claims being advanced or that -are 
subsequently advanced in the Class Actions are not being transferred to the Litigation Trust; and 
(y) the claims transferred to the Litigation Trust shall not be advanced in the Class Actions. 

"Litigation Trust Interests" means the beneficial interests in the Litigation Trust to be created 
on the Plan Implementation Date. 

"Litigation Trustee" means a Person to be determined by SFC and the Init-ial Consenting 
Noteholders prior to the Effective Time, with the consent of the Monitor, to serve as trustee of 
the Litigation Trust pursuant to and In accordance with the terms thereof. 

"Material" means a fact, circumstance, change, effect, matter, action, condition, event, 
occurrence or development that, individually or in the aggregate, is, or would reasonably be 
expected to be, material to the business, affairs, results of operations or financial condition of the 
SFC Companies (taken as a whole). 

14Material Adverse Effect" means a fact, event, change, occurrence, circumstance or condition 
that, individually or together with any other event, change or occurrence, has or would 
reasonably be expected to have a material adverse impact on the assets, condition (financial or 
otherwise), business, liabilities, obligations (whether absolute, accrued, conditional or otherwise) 
or operations of the SFC Companies (taken as a whole); provided, however, that a Material 
Adverse Effect shall not include and shall be deemed to exclude the impact of any fact, event, 
change, occurrence, circumstance or condition resulting from or relating to: (A) changes in 
Applicable Laws of general applicability or Interpretations thereof by courts or Governmental 
Entities or regulatory authorities, which changes do not have a Material disproportionate effect 
on the SFC Companies (taken as a whole), (B) any change in the forestry industry generally, 
which does not have a Material disproportionate effect on the SFC Companies (taken as a whole) 
(relative to other industry participants operating primarily in the PRC), (C) actions and omissions 
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of any of the SFC Companies required pursuant to the RSA or this Plan or taken with the prior 
written consent of the Initial Consenting Noteholders, (D) the effects of compliance with the 
RSA or this Plan, including on the operating performance of the SFC Companies, (E) the 
negotiation, execution, delivery, performance, consummation, potential consummation or public 
announcement of the RSA or this Plan or the transactions contemplated thereby or hereby, (F} 
any change in U.S. or Canadian interest rates or currency exchange rates unless such change has 
a Material disproportionate effect on the SFC Companies (taken as a whole), and (G) general 
political, economic or financial conditions in Canada, the United States, Hong Kong or the PRC, 
which changes do not have a Material disproportionate effect on the SFC Companies (tak~n as a 
whole). 

"Meeting" means the meeting of Affected Creditors, and any adjournment or extension thereof, 
that is called and conducted in accordance with the Meeting Order for the purpose of considering 
and voting on the Plan. 

"Meeting Order'' has the meaning ascribed thereto in the recitals. 

"Monitor" means FTI Consulting Canada Inc., i-n its capacity as Court-appointed Monitor of 
SFC in the CCAA Proceeding. 

"Monitor's Post-Implementation Reserve" means the cash reserve to be established by SFC on 
the Plan Implementation Date in the amount of $5,000,000 or such other amount as may be 
agreed by SFC, the Monitor and the Initial Consenting Noteholders, which cash reserve shall be 
maintained and administered by the Monitor for the purpose of administering SFC and the 
Claims Procedure, as necessary, from and after the Plan Implementation Date. 

"Monitor's Ernst & Young Settlement Certificate" has the meaning ascribed thereto in 
section 11. l(a) hereof. 

"Monitor's Named Third Party Settlement Certificate" has the meaning ascribed thereto in 
section 1 l.2(b) hereof. 

"Named Directors and Officers" means Andrew Agnew, William E. Ardell, James Bowland, 
Leslie Chan, Michael Cheng, Lawrence Hon, James M.E. Hyde, Richard M. Kimel, R. John 
(Jack) Lawrence, Jay A. Lefton, Edmund Mak, Tom Maradin, Judson Martin, Simon Mmray, 
James F. O'Dollllell, William P. Rosenfeld, Peter Donghong Wang, Garry West and Kee Y. 
Wong, in their respective capacities as Directors or Officers, and "Named Director or Officer'' 
means any one of them, 

"Named Third Party Defendant Settlement" means a binding settlement between any 
applicable Named Third Party Defendant and one or more of: (i) the plaintiffs in any of the Class 
Actions; and (ii) the Litigation Trustee (on behalf of the Litigation Trust) (if after the Plan 
Implementation Date), provided that, in each case, such settlement must be acceptable to SFC {if 
on or prior to the Plan Implementation Date}, the Monitor, the Initial Consenting Neteholders {if 
on or prior to the Plan Implementation Date) and the Litigation Trustee (if after the Plan 
Implementation Date), and provided further that such settlement shall not affect the plaintiffs in 
the Class Actions without the consent of counsel to the Ontario Class Action Plaintiffs. 
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"Named Third Party Defendant Settlement Order" means a -court order approving a Named 
Third Party DefendMt Settlement in form and In substance satisfactory to the appliCl\ble Named 
Third Party Defendant, SFC (if occurring on or prior to the Plan Implementation Date),. the 
Monitor, the Initial Consenting Notebolders (if on or prior to the Plan hnplementation Date), the 
Litigation Trustee (if after the PllUl Implementation Date) and counsel to the 'Ontario ClMs 
Action Plaintim (if the plaintiffs in any of the Class Actions are affected by the applicable 
Named Third Party Defendant Settlement). 

,.., ::.'. ~ 
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"Named Third Party Defendant Release" means a release of any applicable Named Third 
Party Defendant agreed to pursuant to a Named Third Party Defendant Settlement and approved 
pursuant to a Named Third Party Defendant Settlement Order, provided that such release must be 
acceptable to SFC (if on or prior to the Plan Implementation Date), the Monitor, the Initial 
Consenting Noteholders (if on or prior to the Plan Implementation Date) and the Litigation 
Trustee (If after the Plan Implementation Date), and provided further that such release shall not 
affect the plaintiffs in the Class· Actions without the consent of counsel to the Ontario Class 
Action Plaintiffs. 

"Named Third Party Defendants" means the Third Party Defend11nts listed on Schedule "A" to 
the Pl11n in accorclance with section 1 l.2(a) hereof, provided that only Eligible Third Party 
Defendants may become Named Third Party Defendants. 

"Newco" means the new corporation to be incorporated pursuant to section 6.2(a) hereof under 
the laws of the Cayman Islands or such other jwisdlction as agreed to by SFC, the Monitor and 
the lnitial Consenting Noteholders. 

"Newco II" means the new corporation to be incorporated pursuant to section 6,2(b) heroof 
under the laws of the Cayman Islands or such other jurisdiction as agreed io by SFC, the Monitor 
and the Initial Consenting Noteholders. 

"Newco II Consideration" has the meaning ascribed thereto In section 6.4(x) hereof. 

"Newco Equity Pool" means all of the Newco Shares to be issued by Newco on the Plan 
Implementation Date. The number of Newco Shares to be issued on the Plan Implementation 
Date shall be agreed by SFC, the Monitor and the Initial Consenting Noteholders prior to the 
Plan Implementation Date. 

"Newco Note Certificate" means a certificate evidencing Newco Notes. 

"Newco Notes" means the new notes to be issued by Newco on the Plan Implementation Date in 
the aggregate principal amount of$300,000,000, on such terms and conditions as are satisfactory 
to the Initial Consenting Noteholders and SFC, acting reasonably. 

"Newco Promissory Note l", "Newco Promissory Note 2", "Newco Promissory Note 3" and 
"Newco Promissory Notes" have the meanings ascribed thereto in sections 6.4(k), 6.4(m), 
6.4(n} and 6.4(q) hereof, respectively. 

"Newco Share Certificate" means a certificate evidencing Newco Shares. 
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"Newco Shares" means common shares in the capital ofNewco. 

"Non-Released D&O Claims" has the meaning ascribed thereto in section 4;9(f) hereof. 

"Noteholder Advisors" means Ooodmans LLP, Hogan Lovells and Cony.ers, Dill & Pearman 
LLP in their capacity as legal advisors to the Initial Consenting Noteholders, '!llld Moells & 
Company LLC and Moelis and Company Asia Limited, In their capacity as the financial advisors 
to the Initial Consenting Noteholders. 

"Notebolder Claim" means any Claim by a Noteholder (or a Trustee or other representative on 
the Noteholder's behalf) In respect of or in relation to the Notes owned or held by such 
Noteholder, including all principal and Accrued Interest payable to such Noteholderpursuant to 
such Notes or the Note Indentures, but for greater certainty does not include any Noteholder 
Class Action Claim. 

"Noteholder Class Actio.n Claim" means any Class Action Claim, or any part thereof, against 
SFC, any of the Subsldlarles, any of the Directors and Officers of SFC or the Subsidiaries, any of 
the Auditors, any of the Underwriters and/or any other defendant to the Class Action Claims that 
relates to the purchase, sale or ownership of Notes, but for greater certainty does not include a 
Noteholder Claim. 

"Noteholder Class Action Claimant" means any Person having or asserting a Noteholder C1ass 
Action Claim. · 

"Noteholder Class Action Repr.esentative" means an individual to be .appointed by counsel 10 
the Ontario Class Action Plaintiffs. 

"Noteholders" means, collectively, the beneficial owners of Notes as of the Distribution Record 
Date and, as the context requires, the registered holders of Notes as of the Distribution Record 
Date, and "Noteholder" means any one of the Noteholders. 

"Note Indentures" means, collectively, the 2013 Note Indenture, the 2014 Note Indenture, the 
2016 Note Indenture and the 2017Note Indenture. 

"Notes" means, collectively, the 2013 Notes, the 2014 Notes, the 2016 Notes and the 2017 
Notes. 
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"Officer" means, with respect to SFC or any Subsidiary, anyone who Is or was, or may be 
deemed to be or have been, whether by statute, operation of law or otherwise, an officer or de 
facto officer of such SFC Company. 

''Ontario Class Action Plaintiffs" means the plaintiffs in the Ontario class action case sty·led as 
Trustees of the Labourers ' Pension Fund of Central and Eastern Canada et al v. Sino-Forest 
Corporation el a/. (Ontario Superior Court of Justice, Court File No. CV-11-431153-00CP). 

"Order" means any order of the Court made in connection with the CCAA Proceeding or this 
Plan. 
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"Ordinary Affected Creditor" means a Person with an Ordinary Affected Creditor Claim. 

''Ordinary Affected Creditor Claim" means a Claim that is not: an Unaffected Claim; a 
Noteholder Clalm; an Equity Claim; a Subsidiary Intercompany Claim; a Noteholder Class 
Action Claim; or a Cl1188 Action Indemnity Claim (other than a Class Action Indemnity Claim by 
any of the Third Party Defendants in respect of the Indemnified Noteholder Class Action 
Claims). 

"Other Directors and/or Omcers" means any Directors and/or Officers other than the Named 
Directors and Officers. 
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"Permitted Continuing Retainer'' has the meaning ascribed thereto in section 6.4(d) hereof, 

"Person" means any individual, sole proprietorship, limited or unlimited liability corporation, 
partnership, unincorporated association, unincorporated syndicate, unincorporated organization, 
body corporate, joint venture, trust, pension fund, union, Governmental Entity, and a natural 
person including in such person's capacity as trustee, heir, beneficiary, executor, administrator or 
other legal representative. 

"Plan" means this Plan of Compromise and Reorganization (including all schedules hereto) filed 
by SFC pursuant to the CCAA and the CBCA, as it may be further amended, supplemented or 
restated from time to time in accordance with the terms hereof or an Order. 

"Plan Implementation Date" means the Business Day on which this Plan becomes effective, 
which shall be the Business Day on which the Monitor has filed with the Court the certificate 
contemplated in section 9.2 hereof, or such other date as SFC, the Monitor and the Initial 
Consenting Noteholders may agree. 

"PRC" means the People's Republic of China. 

"Proof of Claim" means the "Proof of Claim" referred to in the Claims Procedure Order, 
substantially in the fonn attached to the Claims Procedure Order. · 

''Pro-Rata" means; 

(a) with respect to any Noteholder In relation to all Noteholders, the propoi:tion of (i) 
the principal amount of Notes beneficially owned by such Noteholder as of the 
Distribution Record Date plus the Accrued Interest owing on such Notes as of the 
Filing Date, in relation to (ii) the aggregate principal amount of all Notes 
outstanding as of the Distribution Record Date plus the aggregate of all Acciued 
Interest owing on all Note:i m1 of the Filing Date; · 

(b) with respect to any Early Consent Noteholder in relation to all Early Consent 
Noteholders, the proportion of the principal amount of Early Consent Notes 
beneficially owned by such Early Con.sent Noteholder as of the Distribution 
Record Date in relation to the aggregate principal amount of Early Consent Notes 
held by all Early Consent Noteholders as of the Distribution Record Date; 1Uld 
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(c) w.lth respect to any Affected Creditor in relatlon to all Affected Creditors, the 
proportion of such Affected Creditor's Affected Creditor Claim as at any relevant 
time in relation to the aggregate of all Proven Claims and Unresolved 'Claims of 
Affected Creditors as at that time. 

"Proven Claim" means an Affected Creditor Claim to the extent that such Affected Creditor 
Claim is finally detennlned and valued in accordance with the provisions of the Claims 
Procedure Order, the Meeting Order or any other Order, as applicable. 

"Released Claims" means all of the rights, claims and liabilities of any kind released pursuant to 
Article 7 hereof. 

"Released Parties" means, collectively, tho~ Persons released pursuant to Article 7 hereof, but 
only to the extent so released, and each such Person is referred to individually as a "Released 
Party". 

"Required Majority" means a majority in number of Affected Creditors with Proven Claims, 
and two-thirds in value of the Proven Claims held by such Affected Creditors, in each case who 
vote (in person or by proxy) on the Plan at the Meeting. 

"Remaining Post-Implementation Reserve Amount" has the meaning 88cribed thereto in 
section 5.7(b) hereof. 

"Restructuring Claim" means any right or claim of any Person that may be asserted or made in 
whole or in part against SFC, whether or not asserted or made, in connection with any 
indebtedness, liabi1ity or obligation of any kind arising out of the restructuring, termination, 
repudiation or disclaimer of any lease, contract, or other agreement or obligation .on or after' the 
Filing Date and whether such restructuring, termination, repudiation or disclaimer took place or 
takes place before or after the date of the Claims Procedure Order. 

"Restructuring Transaction" means the transactions contemplated by this Plan (including any 
Alternative Sale Transaction that occurs pursuant to section 10.1 hereof). 

"RSA" means the Restructuring Support Agreement executed as of March 30, 2012 by SFC, the 
Direct Subsidiaries and the lnitial Consenting Noteholders, and subsequently executed or 
otherwise agreed to by the Early Consent Noteholders, as such Restructuring Supp<>rt Agreement 
may be amended, restated and varied from time to time in accordance with Its tenns. 

"Sanction Date" means the date that the Sanction Order is granted by the Court. 

"Sanction Order" means the Order of the Court sanctioning and approving this Plan. 

"Section 5.1(2) D&O Claim" means any D&O Claim that is not permitted to be compromised 
pursuant to section 5 .1 (2) of the CCAA, but only to the extent not so permitted, provided that 
any D&O Claim that qualifies as a Non-Released D&O Claim or a Continuing Other D&O 
Claim shall not constitute a Section 5.1(2) D&O Claim. 

"Settlement Trust" has the meaning ascribed thereto in section 11. l(a) hereof. 
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"Settlement Trust Order" means a court order that establishes the Settlement Trust and 
approves the Emst & Young Settlement and the Ernst & Young Release, in form and in 
substance satisfactory to Ernst & Young and counsel to the Ontario Class Action Plaintiffs, 
provided that such order shall also be acceptable to SFC (if occurring on ·or prior to the Plan 
Implementation Date), the Monitor and the Initial Consenting Notebolders, 118 applicable, to the 
extent, if any, that such order affects SFC, the Monitor or the Initial Consenting Noteholders, 
each acting reasonably, 

"SFC" has the meaning ascribed thereto In the recitals. 

"SFC Advisors" means Bennett Jones LLP, Appleby Olobal Oroup, King & Wood Mallesons 
and Linklaters LLP, In their respective capacities as legal advisors to SFC, and Houlihan Lokey 
Howard & Zukin Capital, Inc., in its capacity as financial advisor to SFC. 

"SFC Assets .. means all of SFC's right, title and interest in and to all of SFC's properties, assets 
and rights of every kind and description (including all restricted and unres1rlcted cash, contracts, 
real property, receivables or other debts owed to SFC, Intellectual Property, SFC's corporate 
rnune and all related marks, all ofSFC's ownership interests in the Subsidiaries (including all of 
the shares of the Direct Subsidiaries and any other Subsidiaries that are directly owned by SFC 
immediately prior to the Effective Time), all of SFC's .ownership interest in Oreenheart and its 
subsidiaries, all SFC Interoompany Claims, any entitlement of SFC to any insutance proceeds 
and a right to the Remaining Post-Implementation Reserve Amount), other than the Excluded 
SFC Assets. 

"SFC Barbados" means Sino-Forest International (Barbados) Corporation, a wholly~owned 
subsidiary ofSFC established under the laws of Barbados. 

"SFC Business" means the business operated by the SFC Companies. 

"SFC Continuing Shareholder" means the Litigation Trustee or such other Person 118 may be 
agreed to by the Monitor and the Initial Consenting Noteholders. 

"SFC Companies" means, collectively, SFC and all of the Subsidiaries, and "SFC Company" 
means any of them • 

.. SFC Escrow Co." means the company to be incorporated as a wholly-owned subsidiary of SFC 
pursuant to section 6,3 hereof under the laws of the Cayman Islands or such other jurisdiction as 
agreed to by SFC, the Monitor and the Initial Consenting Noteholders. 

"SFC Escrow Co. Share" has the meaning ascribed thereto in section 6.3 hereof. 

"SFC Intercompany Claim'' means any amount owing to SFC by any Subsidiary or Greenheart 
and any claim by SFC against any Subsidiary or Oreenheart. 

"Subsidiaries" means all direct and indirect subsidiaries of SFC, other than (i) Greenheart and 
its direct and indirect subsidiaries and (ii) SFC Escrow Co., and «Subsidiary" means any one of 
the Subsidiaries. 
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"Subsidiary Intercompany Claim" means any Claim by any Subsidiary or Oreenheart against 
SFC. 

"Tax" or "Taxes" means any and all federal, provincial, municipal, local and foreign taxes, 
assessments, reassessments and other governmental charges, duties, impositions and liabilities 
including for greater certainty taxes based upon or measured by reference to income, gross 
receipts, profits, capital, transfer, land transfer, sales, goods and services, harmonized sales, use, 
value-added, excise, withholding, business, franchising, property, development, occupancy, 
employer health, payroll, employment, health, social services, education and social security 
taxes, all surtaxes, all customs duties and Import and export taxes, all licence, franchise and 
registration fees and all employment insurance, health insurance and government pension plan 
premiums or contributions, together with all interest, penalties, fines and additions with respect 
to such amounts. 

''Taxing Authorities" means any one of Her Majesty the Queen, Her Majesty the Queen in right 
of Canada, Her Majesty the Queen in right of any province or territory of Canada, the CMada 
Revenue Agency, any similar revenue or taxing authority of Canada and each and every province 
or tenitory of Canada and any political subdivision thereof, any similar .revenue or taxing 
authority of the United States, the PRC, Hong Kong or other foreign state and any political 
subdivision thereof, and any Canadian, United States, Hong Kong, PRC or other government, 
regulatory authority, government department, agency, commission, bureau, minister, court, 
tribunal or body or regulation-making entity exercising taxing authority or power, and "Taxing 
Authority" means any one of the Taxing Authorities. 

"Third Party Defendants" means any defendants to the Class Action Claims (present or future) 
other than SFC, the Subsidiaries, the Named Directors imd Officers or the Trustees. 

"Transfer Agent" means Computershare Limited (or a subsidiary or affiliate thereof) or such 
other transfer agent as Newoo may appoint, with the prior written consent of the Monitor and the 
Initial Consenting Noteholders. 

''Trustee Claims" means any rights or claims of the Trustees against SFC under the Note 
Indentures for compensation, fees, expenses, disbursements or advances, including reasonable 
legal fees and expenses, incurred or made by or on behalf of the Trustees before or after the Plan 
Implementation Date in connection with the performance of their respective duties under the 
Note Indentures or this Plan. 

"T111stees" means, collectively, The Bank of New York Mellon in Its capacity as trustee for the 
2013 Notes and the 2016 Notes, and Law Debenture Trust Company of New York in its capacity 
as trustee for the 20 I 4 Notes and the 2017 Notes, and ''Trustee" means either one of them. 

''Unaffected Claim" means any: 

(a) Claim secured by the Administration Charge; 

(b) Government Priority Claim; 

(o) Employee Pl'iority Claim; 

356 



• 24. 

(d) Lien Claim; 

( e) any other Claim of any employee, former employee, Director or Officer of SFC in 
respect of wages, vacation pay, bonuses, termination pay, severance pay or other 
remuneration payable to such Person by SFC, other than any tennination pay or 
severance pay payable by SFC to a Person who ceased to be an employee, 
Director or Officer of SFC prior to the date of this Plan; 

(t) Trustee Claims; and 

(g) any trade payables that were incurred by SFC (i) after the Filing Date but before 
the Plan Implementation Date; and (ii) in compliance with the Initial Order or 
other Order issued in the CCAA Proceeding, 

"Unaffected Claims Reserve" means the cash reserve to be established by SFC on the Plan 
Implementation Date and maintained by the Monitor, in escrow, for the purpose of paying 
certain Unaffected Claims in accordance with section 4.2 hereof. 

"Unaffected Creditor'' means a Person who has an Unaffected Claim, but only in respect of and 
to the extent of such Unaffected Claim. 

"Undeliverable Distribution" has the meaning ascribed thereto in section 5.4. 
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"Underwriters" means any underwriters of SFC that are named as defendants in the Class 
Action Claims, including for greater certainty Credit Suisse Securities (Canada}, Inc., .TD 
Securities Inc., Dundee Securities Corporation, RBC Dominion Securities Inc., Scotia Capital 
Inc., CIBC World Markets Inc., Merrill Lynch Canada Inc., Canaccord Financial Ltd., ,Malson 
Placements Canada Inc., Credit Suisse Securities (USA) LLC and Merrill Lynch, Pierce, Fenner 
& Smith Incorporated (successor by merger to Banc of America Securities LLC), 

"Unresolved Claim" means an Affected Creditor Claim in respect of which a Proof of Claim 
has been filed in a proper and timely manner In accordance with the Claims Procedure Order but 
that, as at any applicable time, has not been finally (l) determined to be a Proven Claim or (ii) 
disallowed in accordance with the Claims Procedure Order, the Meeting Order or any other 
Order. 

"Unresolved Claims Escrow Agent" means SFC Escrow Co. or such other Person as may be 
agreed by SFC, the Monitor and the Initial Consenting Noteholders. 

"Unresolved Claims Reserve" mew the reserve ofNewco Shares, Newco Notes and Litigation 
Trust Interests, if any, to be established purS1.1ant to sections 6.4(h)(ii) and 6.4(;) hereof in respect 
of Unresolved Claims as at the Plan Implementation Date, which reserve shall be held and 
maintained by the Unresolved Claims Escrow Agent, In escrow, for distribution in accordance 
with the .Plan. As at the Plan Implementation Date, the Unresolved Claims Reserve will consist 
of that amount of Newco Shares, Newco Notes and Litigation Trust Interests as is necessary to 
make any potential distributions under the Plan in respect of the following Unresolved Claims: 
(i) Class Action Indemnity Claims in an amount up to the Indemnified Noteholder Class Action 
Limit; (ii) Claims in .respect of Defence Costs in the amount of $30 million or such ·Other amount 
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as may be agreed by the Monitor and the Initial Consenting Noteholders; and (iii) other Affected 
Creditor Claims that have been Identified by the Monitor as Unresolved Claims in an amount up 
to $500,000 or such other amount as may be agreed by the Monitor and the Initial Consenting 
Noteholders. 

"Website" means the website maintained by the Monitor in respect of the CCAA Proceeding 
pursuant to the Initial Order at the following web address: http://cfcanada.fticonsulting.com/sfc. 

1.2 Certain Rules of Interpretation 

For the purposes of the Plan: 

(a) any reference in the Plan to an Order, agreement, contract, instrument, indenture, 
release, exhibit or other document means such Order, agreement, oontract, 
lmrtrument, indenture, release, exhibit or other document as it may have been or 
may be validly amended, modified or supplemented; 

(b) the division of the Plan into "articles" and "sections" and the insertion of a table 
of contents are for convenience of reference only and do not affect the 
-construction or Interpretation of the Plan, nor are the descriptive headings of 
"articles" and "sections" intended as complete or accurate descriptions of the 
content thereof; 

(c) unless the context otherwise requires, words importing the singular shall include 
the plural and vice versa, and words importing any gender shall include all 
genders; 

(d) the words "includes" and "including" and similar terms of inclusion shall not, 
unless expressly modified by the words "only" or "solely", be construed as terms 
of limitation, but rather shall mean "includes but is not limited to" and "including 
but not limited to", so that referenoes to included matters shall be regarded as 
illustrative without being either characterizing or exhaustive; 

(e) unless otherwise specified, all references to time herein and In any document 
issued pursuant hereto mean local time in Toronto, Ontario and any reference to 
an event occurring on a Business Day shall mean prior to 5:00 p.m. (Toronto 
time) on such Business Day; 

(f) unless otherwise specified, tlme periods within or following which any payment is 
to be made or act is to be done shall be calculated by excluding the day on which 
the period commences and including the day on which the period ends and by 
extending the period to the next succeeding Business Day if the last day of the 
period is not a Business Day; 
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(g) unless otherwise provided, any reference to a statute or other enactment of 
parliament or a legislature includes all regulations made thereunder, all 
amendments to or re-enactments of such statute or regulations in force from time 
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to time, and, if applicable, llDY statute or regulation that supplements or 
supersedes such statute or regulation; and 

(h) references to a specified "article" or ''section" shall, unless something in 'the 
subject matter or context is inconsistent therewith, be construed as references to 
that specified article or section of the Plan, whereas the terms "the Plan", 
"hereof', "herein", "hereto", "hereunder" and similar expressions shall be deemed 
to refer generally to the Plan and not to any particular "article", "section" or other 
portion of the Plan and Include any documents supplemental hereto. 

1.3 Currency 

For the purposes of this Plan, all amounts shall be denominated in Canadian dollars and 
all payments and distributions to be made in cash shall be made in Canadian dollars. Any 
Claims or other amounts denominated in a foreign currency shall be converted to Canadian 
dollars at the Reuters closing rate on the Filing Date. 

1.4 Snceesson and Assigns 

The Plan shall be binding upon and shall enure to the benefit of the heirs, administrators, 
executors, legal personal representatives, successors and assigns of any Person named or referred 
to in the Plan. 

1.5 Governing Law 

The Plan shall be governed by and construed in accordance with the laws oftbe Province 
of Ontario and the federal laws of Canada applicable therein. All questions as to the 
interpretation of or application of the Plan and all proceedings taken in connection with the Plan 
and its provisions shall be subject to the jurisdiction of the Court. 

1.6 Schedule "A" 

Schedule "A" to the Plan is incorporated by reference into the Plan and forms part of the 
Plan. 

ARTICLE2 
PURPOSE AND EFFECT OF THE PLAN 

2.1 Purpose 

The purpose of the Plan is: 

(a) to effect a full, final and irrevocable compromise, release, discharge, cancellation 
and bar of all Affected Claims; 

(b) to effect the distribution -of the consideration provided for herein in respect of 
Proven Claims; 



-27-

(c) to transfer ownership of the SFC Business to Newco and then from Newco to 
Newco II, in each case free and clear ofall claims against SFC and certain related 
claims against the Subsidiaries, so es to enable the SFC Business to continue on a 
viable, going concern basis; and 

(d) to allow Affected Creditors and Noteholder Class Action Claimants to benefit 
from contingent value that may be derived from litigation claims to be advanced 
by the Litigation Trustee. 

The Plan is put forward in the expectation that the Persons with an economic interest in SFC, 
when considered as a whole, will derive a greater benefit from the implementation -0£ the Plan 
and the continuation of the SFC Business as a going concern than would result from a 
bankruptcy or liquidation of SFC. 

2.2 Claims AtTected 

The Plan provides for, among other things, the full, final and irrevocable compromise, 
release, discharge, cancellation and bar of Affected Claims and effectuates the restructuring of 
SFC. The Plan will become effective at the Effective Time on the Plan Implementatlon Date, 
other than such matters occurring on the Equity Cancellation Date (if the Equity Cancellation 
date does not occur on the Plan Implementation Date) which will occur and be effective on such 
date, and the Plan shall be binding on and enure to the benefit of SFC, the Subsidiaries, Newco, 
Newco II, SFC Escrow Co., any Person having an Affected Claim, the Directors and Offioers of 
SFC and all other Persons named or referred to in, or subject to. the Plan, as and to the extent 
provided for in the Plan. 

2.3 Unaffected Claims against SFC Not Affected 

Any a.mounts properly owing by SFC in respect of Unaffected Claims will be .satisfied in 
accordance with section 4.2 hereof. Consistent with the foregoing, all liabilities of the Released 
Parties in respect of Unaffected Claims (other then the obligation .of SFC to satisfy such 
Unaffected Claims in accordance with section 4.2 hereof) will be fully, finally, irrevocably and 
forever compromised, released, discharged, cancelled and barred pursuant to Article 7 hereof. 
Nothing in the Plan shall affect SFC's rights and defences, both legal and equitable, with r.espeot 
to any Unaffected Claims, including all rights wjth respect to legal and equitable defences or 
entitlements to set..offs or recoupments against such Unaffected Claims. 

2,4 Insurance 

(a) Subject to the tenns of this section 2.4, nothing in this .Plan shalt prejudice, 
compromise, release, discharge, cancel, bar -0r otherwise affect any right, 
entitlement or claim of any Person against SFC or any Director or Officer, or any 
insurer, In respect of an Insurance Polley or the proceeds thereof. 

(b) Nothing in this Plan shall prejudice, compromise, release or otherwise affect any 
right or defence of any such insurer in respect of any such Insurance Polley. 
Furthennore, nothing in this Plan shall prejudice, compromise, release or 
otherw'ise affect (I) any right of subt'Ogation any such insurer may have against 
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any Person, including against any Director or Officer in the event of a 
determination of fraud against SFC or any Director or Officer in respect of whom 
such a detennination is specifically made, and /or (Ii) the abllity of such Insurer 
to claim repayment of Defense Costs (as defined in any such policy) from SFC 
and/or any Director or Officer in the event that the party from whom repayment is 
sought is not entitled to coverage under the terms and conditions of any .such 
Insurance Policy 

(c) Notwithstanding anything herein (including section 2.4(b) and the releases and 
injunctions set forth in Article 7 hereof), but subject to sectioJl 2.4(d) hereof, all 
Insured Claims shall be deemed to remain outstanding and are not released 
following the Plan Implementation Date, but recovery as against SFC and the 
Named Directors and Officers is limited only to proceeds of Insurance Policies 
that are available to pay such Insured Claims, either by way of judgment or 
settlement, SFC and the Directors or Officers shall make all reasonable efforts to 
meet all obligations under the Insurance Policies. The insurers agree and 
acknowledge that they shall be obliged to pay any Loss payable pursuant to the 
terms and conditions of their respective Insurance Policies notwithstanding the 
releases granted to SFC and the Named Directors and Officers under this Plan, 
and that they shall not rely on any provisions of the Insurance Policies to argue, or 
otherwise ~rt, that such releases excuse them from, or relieve them of, the 
obligation to pay Loss that otherwise would be payable under the terms of the 
Insurance Policies. For greater certainty, the insurers agree and consent to a direct 
right of action against the insurers, or any of them, in favour of any plaintiff who 
or which has (a) negotiated a settlement of any Claim covered under any <>f the 
Insurance Policies, which settlement has been consented to in writing by the 
insurers or such of them as may be required or (b) obtained a final judgment 
against one or more of SFC and/or the Directors or Officers which such plaintiff 
asserts, in whole or in part, represents Loss covered under the Insurance Policies, 
notwithstanding that such plaintiff Is not a named Insured under the Insurance 
Policies and that neither SFC nor the Directors or Officers are parties to such 
action. 

(d) Notwithstanding anything in this section 2.4, from and after the Plan 
Implementation Date, any Person having .an Insured ·Claim shall, as against SFC 
and the Named Directors and Officers, be irrevocably limited to recovery solely 
from the proceeds of the Insurance Policies paid or payable on behalf of SFC or 
Its Directors or Officers, and Persons with any Insured Claims shall have no right 
to, and shall not, directly or indirectly, make any claim or seek any recoveries 
from SFC, any of the Named Directors and Officers, .any of the Subsidlatjes, 
Newco or Newco II, other than enforcing such Person's rights to be pald from the 
proceeds of an Insurance Policy by the applicable insurer(s), and this ·section 
2.4(d) may be relied upon and raised or pied by SFC, Newco, Newco II, any 
Subsidiary and any Named Director and Officer in defence or estoppel of or to 
enjoin any claim, action or proceeding brought in contravention of this section 



2.5 Claims Procedure Order 

For greater certainty, nothing in this Plan revives or restores any right or olaim of any 
kind ·that is bam:d or extinguished pursuant to the terms of the Claims Procedure Order, provided 
that nothing in this Plan, the Claims Procedure Order or any other Order compromises, releases, 
discharges, cancels or bars any claim against any Person for fraud or criminal conduct, regardless 
of whether or not any such claim has been asserted to date. 

ARTICLE3 
CLASSIFICATION, VOTING AND RELATED.MATTERS 

3.1 Claim• Proeedure 

The procedure for determining the validity and quantwn of the Affected Claims shall be 
govemed by the Claims Procedure Order, the Meeting Order, the CCAA, the Plan and any other 
Order, as applicable, SFC, the Monitor and any other creditor in respeot of its own Claim, shall 
have the right to seek the assistance of the Court in valuing any Claim, whether for voting or 
distribution purposes, if required, and to ascertain the result of any vote on the Plan. 

3.2 Clusification 

(a) The Affected Creditors shall constltute a single class, the "Affected Creditors 
Class", for the purposes of considering and voting on the Plan. 
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(b) The Equity Claimants shall constitute a single class, separate from the Affected 
Creditors Class, but shall not, and shall have no right to, attend the Meeting or 
vote on the Plan in such capacity. 

3.J Unaffected Creditors 

No Unaffected Creditor, in respect of an Unaffected Claim, shall: 

(a) be entitled to vote on the Plan; 

(b) be entitled to attend the Meeting; or 

(o) receive any entitlements under this Plan in respect of such Unaffected Creditor's 
Unaffected Claims (other than its right to have its Unaffected Claim addressed in 
accordance with section 4.2 hereof). 

3.4 Creditors, Meeting 

The Meeting shall be held in accordance with the Plllll, the Meeting Order and any further 
Order of the Court. The only Persons entitled to attend and vote on the Plan at the Meeting are 
those specified in the Meeting Order. 
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3.5 Approval by Creditors 

In order to be approved, the Plan must receive the affinnative vote of the Required 
Majority of the Affected Creditors Class. 

ARTICLE4 
DISTRIBUTIONS, PAYMENTS AND TREATMENT OF CLAIMS 

4.1 Affected Creditors 

All Affected Creditor Claims shall be fully, finally, irrevocably and forever 
compromised, released, discharged, cancelled and barred on the Plan Implementation Date. 
Each Affected Creditor that has a Proven Claim shall be entitled to receive the following in 
accordance with the Plan: 

(a) such Affected Creditor's Pro-Rata number of the Newco Shares to be issued by 
Newco from the Affected Creditors Equity SulrPool in accordance with the Plan; 

(b) such Affected Creditor's Pro-Rata amount of the Newco Notes to be issued by 
Newco in accordance with the Plan; and 

(c) such Affected Creditor's Pro-Rata share of the Litigation Trust Interests to be 
allocated to the Affected Creditors in accordance with 4.11 hereof and the terms 
of the Litigation Trust. 

From and after the Plan Implementation Date, each Affected Creditor, in such capacity, shall 
have no rights as against SFC In respect of Its Affected Creditor Claim. 

4.2 Unaffected Creditors 

Each Unaffected Claim that is finally detennlned as such, as to status and amount, and 
that is finally detennined to be valid and enforceable against SFC, in each case in accordance 
with the Claims Procedure Order or other Order: 

(a) subject to sections 4.2(b) and 4.2(c) hereof, shall be paid in futl from the 
Unaffected Claims Reserve and limited to recovery against the Unaffected Claims 
Reserve, and Persons with Unaffected Claims shall have no right to, and shall not, 
make any claim or seek any recoveries from any Person in respect of Unaffected 
Claims, other than enforcing such Person's right against SFC to be paid from. the 
Unaffected Claims Reserve; 

(b) ln the case of Claims secured by the Administration Charge: 

(i) if billed or invoiced to SFC prior to the Plan Implementation Date, such 
Claims shall be paid by SFC in accordance with section 6.4(d) hereof; and 

(Ii) If billed or Invoiced to SFC on or after the Plan Implementation Date, such 
Claims shall be paid from the Administration Charge Reserve, and all such 
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Claims shall be limited to recovery against the Administration Charge 
Reserve, and any Person with such Claims shall have no right to, and shall 
not, make any claim or seek any recoveries from any Person in respect of 
such Claims, other than enforcing such Person's right against the 
Administration Charge Reserve; and 

( c) in the case of Lien Claims: 

(i) at the election of the Initial Consenting Noteholders, and with the consent 
of the Monitor, SFC shall satisfy such Lien Claim by the return of the 
applicable property of SFC that is secured as collateral for such Lien 
Claim, and the applicable Lien Claimant shall be limited to its recovery 
against such secured property in respect of such Lien Claim. 

(ii) if the Initial Consenting Noteholders do not elect to satisfy such Lien 
Claim by the return of the applicable secured property: (A) SFC shall 
repay the Lien Claim In full in cash on the Plan Implementation Date; and 
(B) the security held by the applicable Lien Claimant over the property of 
SFC shall be fully, finally, irrevocably and forever released, discharged, 
cancelled and barred; and 

(iii) upon the satisfaction of a Lien Claim in accordance with sections ·4.2(cXi) 
or 4.2(c)(il) hereof, such Lien Claims shall be fully, finally, irrevocably 
and forever released, discharged, cancelled and barred. 

4.3 Early Consent Noteholders 

As additional consideration for the compromise, release, discharge, cancellation and bar 
of the Affected Creditor Claims in respect of its Notes, each Early Consent Notehoider shall 
receive (in addition to the consideration it is entitled to receive in accordance with section 4. 1 
hereof) its Pro-Rata number of the Newco Shares to be issued by Newco from the Early Consent 
Equity Sub-Pool in accordance with the Plan. 

4.4 Notoholder Claas Action Claimants 

(a) All Noteholder Class Action Claims against SFC, the Subsidiaries or the Named 
Directors or Officers (other than any Noteholder Class Action Claims against the 
Named Directors or Officers that are Section 5. 1 (2) D&O Claims, Conspiracy 
Claims or Non-Released D&O Claims) shall be fully, finally, irrevocably and 
forever compromised, released, discharged, cancelled .and barred without 
consideration as against all said Persons on the Plan Implementation Date. 
Subject to section 4.4(t) hereof, Noteholder Class Action Claimants shall not 
receive any consideration or distributions under the Plan in respect of their 
Noteholder Class Action Claims. Noteholder Class Action Claimants shall not be 
entitled to attend or to vote on the Plan at the Meeting in respect of their 
Notebolder Class Action Claims. 
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(b) Notwithstanding anything to the contrary in section 4.4(a), Noteholder Class 
Action Claims as against the Third Party Defendants (x) are .not compromliied, 
discharged, released, cancelled or barred, (y) shall be permitted to continue as 
against the Third Party Defendants and (z) shall not be limited or restricted by this 
Plan in any manner as to quantum or otherwise (including any collection or 
recovery for such Noteholder Class Action Claims that relates to any liability of 
the Third Party Defendants for any alleged liability of SFC), provided that: 

(i) in accordance with the releases set forth in Article 7 hereof, the collective 
aggregate amount of all rights and claims asserted or that may be asserted 
against the Third Party Defendants in respect of any such Noteholder 
Class Action Claims for which any such Persons in each case have a valid 
and enforceable Class Action Indemnity Claim against SFC (the 
"Indemnified Notebolder Cla11 Action Claims") shall not exceed, in the 
aggregate, the Indemnified Noteholder ClllSS Action Limit, and in 
accordance with section 7.3 hereof, all Persons shall be permanently and 
forever barred, estopped, stayed and enjoined, on and after the Eft'ecµve 
Time, from seeking to enforce any liability In respect 1>f the Indemnified 
Noteholder Class Action Claims that exceeds the Indemnified Noteholder 
Class Action Limit; 

(ii) subject to section 4.4(g), any Class Action Indemnity Claims against SFC 
by the Third Party Defendants in respect of the Indemnified Noteholder 
Class Action Claims shall be treated as Affected Creditor Claims against 
SFC, but only to the extent that any web Class Action Indemnity Claims 
that are determined to be properly indemnified by SFC, enforceable 
agah1st SFC and are not barred or extinguished by the Claims Procedure 
Order, and further provided that the l\ggregate liability of SFC in respect 
of all such Class Action Indemnity Claims shall be limited to the lesser of: 
(A) the actual aggregate liability of the Third Party Defendants pursuant to 
any final judgment, settlement or other binding resolution in respect of the 
Indemnified Noteholder Class Action Claims; and (B) the Indemnified 
Noteholder Class Action Limit; and 

(iii) for greater certainty, in the event that any Third Party Defendant ls follFld 
to be liable for or agrees to a settlement In respect of a No:teholder Class 
Action Claim (other than a Noteholder Class Action Claim for fraud or 
criminal conduct) and such amounts are paid by or on behalf of the 
applicable Third Party Defendant, then the amount of the Indemnified 
Noteholder Class Action Limit applicable to the remaining Third Party 
Defendants shall be reduced by the amount paid in respect of such 
Noteholder Class Action Claim, as applicable. 

(c) Subject to section 7. l(o), the Claims of the Underwriters for indemnification In 
respect of any Noteholder Cl11SS Action Claims (other than Noteholder Class 
Action Claims against the Underwriters for fraud or criminal conduct) shall, for 
purposes of the Plan, be deemed to be valid and enforceable Class Action 
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Indemnity Claims against SFC (as limited pursuant to .section 4.4(b) hereof), 
provided that: (I) the Underwriters shall not be entitled to receive any distributions 
of any kind under the Plan in respect of such Claims; (ii) such Claims shall be 
fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled and barred on the Plan Implementation Date; and (iii) the amount of 
such Claims shall not affect the calculation of any Pro-Rata entitlements of the 
Affected Creditors under this Plan. For greater certainty, to the extent of any 
conflict with respect to the Underwriters between section 4.4(e) hereof and this 
section 4.4(c), this section 4.4(c) shall prevail. · 

(d) Subject to section 7.l(m), any and all indemnification rights and entitlements of 
Ernst & Young at common law and any and all indemnifi<mtion agreements 
between Ernst & Young and SFC -shall be deemed to be valid and enforceable In 
accordance with their terms for the purpose of detennining whether the Claims of 
Ernst & Yeung for indemnification In respect of Noteholder Class Action Claims 
are valid and enforceable within the meaning o.f section 4.4(b) hereof. With 
respect to Claims of Ernst & Young for indemnification In respect of Noteholder 
Class Action Claims that are valid and enforceable: (i) Ernst & Young shall not be 
entitled to receive any distributions of any kind under the Plan in respect of such 
Claims; (ii) such Claims shall be fully, finally, irrevocably and forever 
compromised, released, discharged, cancelled and barred on the Plan 
Implementation Date; and (iii) the amount of such Claims shall not affect the 
calculation of any Pro-Rata entitlements of the Affected Creditors under this Plan. 

(e) Subject to section 7.l(n}, any and all Indemnification rights and entitlements of 
the Named Third Party Defendants at common law and any and all 
indemnification agreements between the Named Third Party Defendants and SFC 
shall be deemed to be valid and enfori:eable in accordance with their terms for the 
purpose of determining whether the Claims of the Named Third Party Defendimts 
for indemnification in respect of Noteholder Class Action Claims are valid and 
enforceable within the meaning of section 4.4(b) hereof. With respect to Claims 
of the Named Third Party Defendants for indemnification in respect of 
Noteholder Class Action Claims that are valid and enforceable: (i) the Named 
Third Party Defendants shall not be entitled to receive any distributions of any 
kind under the Plan in respect of such Claims; (ii) such Claims shall be fully, 
finally, Irrevocably and forever compromised, released, discharged, cancelled and 
barred on the Plan Implementation Date; and (Iii) the amount of such Claims shall 
not affect the calculation of any Pro-Rata entitlements of the Affected Creditors 
under this Plan. 

(f) Each Noteholder Class Action Claimant shall be entitled to receive its share of the 
Litigation Trust Interests to be allocated to Noteholder Class Action Claimants in 
accordance with the terms of the Litigation Trust and section 4.11 hereof, as such 
Noteholder Class Action Claimant's share is detennined by the applicable Class 
Action Court. · 
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(g) Nothing in this Plan .impairs, affects or limits in any way the ability of SFC, the 
Monitor or the Initial Consenting Notebolders to seek or obtain an Order, whether 
before or after the Plan Implementation Date, directing that Class Action 
Indemnity Claims in respect of Noteholder Class Action Claims or any other 
Claims of the Third Party Defendants should receive the same or similar treatment 
as is afforded to Class Action Indemnity Claims In respect of Equity Claims under 
the tenns of this Plan. 

4.5 Equity Claimants 

All Equity Claims shall be fully, finally, irrevocably and forever compromised, released, 
discharged, cancelled and barred on the Plan Implementation Date. Equity Claimants shall not 
receive any consideration or distributions under the Plan and shall not be entitled to vote on. the 
Plan at the Meeting. 

4.6 Claims of the Trustees and Noteholden 
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For purposes of this Plan, all cla.ims filed by the Trustees in respect of the Noteholder 
Claims (other than any Trustee Claims) shall be treated as provided in section 4.1 and the 
Trustees and the Noteholders shall have no other entitlements in respect ·of the guarantees and 
share pledges that have been provided by the Subsidiaries, or any of them, all of which 'Shall be 
fully, finally, irrevocably and forever compromised, released, discharged, cancelled and barred 
on the Plan Implementation Date as against the Subsidiaries pursuant to Article 7 hereof. 

4. 7 Claims of the Third Party Defendants 

For purposes of this Plan, all claims flied by the Third Party Defendants against SFC 
and/or any of its Subsidiaries shall be treated as follows: 

(a) all such claims against the Subsidiaries shall be fully, finally, irrevocably and 
forever compromised, released, discharged, cancelled and barred on the Plan 
Implementation Date in accordance with Article 7 hereof; 

(b) all such claims against SFC that are Class Action Indemnity Claims In.respect of 
Indemnified Noteholder Class Action Claims shall be treated as set out in section 
4.4(b)(il) hereof; 

(c) all such claims against SFC for indemniflcation of Defence Costs shall be treated 
in accordance with section 4.8 hereof; and 

(d) all other claims shall be treated as Equity Claims. 

4.8 Defence Costs 

All Claims against SFC for indemnification of defence costs incurred by any Person 
(other than a Named Director or Officer) in connection with defending against Shareholder 
Claims (as defined In the Equity Claims Order), Noteholder Class Act.ion Claims or any other 



claims of any kind relating to SFC or the Subsidiaries ("Defence Costs'') shall be treated as 
follows: 

(a) as Equity Claims to the extent they are determined to be Equity Claims under any 
Order; and 
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(b) as Affected Creditor Claims to the extent that they are not determined to be 
Equity Claims under any Order, provided that: . 

(I) if such Defence Costs were incurred in respect of a claim against the 
applicable Person that has been successfully defended and the Claim for 
such Defence Costs is otherwise valid and enforceable against SFC, the 
Claim for such Defence Costs 'Shall be treated as a Proven Claim, provided 
that if such Claim for Defence Costs Is a Class Action Indemnity Claim of 
a Third Party Defendant against SFC in respect of any Indemnified 
Noteholder Class Action Claim, such Claim for Defence Costs shall be 
treated in the manner set forth in section 4.4(b)(li) hereof; 

(ii) if such Defence Costs were incurred in respect ·of a claim against the 
applicable Person that has not been successfully defended or .such Defence 
Costs are determined not to be valid and enforceable against SFC, the 
Claim for such Defence Costs shall be disallowed and no consideration 
will be pay.able in respect thereof under the Plan; and 

(iii) until any such Claim fur Defence Costs is detennined to be either a Claim 
within section 4.8(b)(I) or a Chum within section 4.8(b)(ii), such Claim 
shall be treated as an Unresolved Claim, 

provided that nothing in this Plan impairs, affects or limits In any way the ability of SFC, the 
Monitor or the Initial Consenting Noteholders to seek an Order that Claims against SFC for 
indemnification of any Defence Costs should receive the same or similar treatment as is afforded 
to Equity Claims under the terms of this Plan. 

4.9 D&O Claims 

(a) All D&O Claims against the Named Directors and Officers (other than Section 
5.1 (2) D&O Claims, Conspiracy Claims and Non"Released D&O Claims) shall be 
fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled and barred without consideration on the Plan Implementation Date. 

(b) All D&O Claims against the Other Directors and/or Officers shall not be 
compromised, released, discharged, cancelled or barred by this Plan and shall be 
permitted to continue as against the applicable Other Directors and/or Officers 
(the "Continuing Other D&O Claims"). provided that any Indemnified 
Noteholder Class Action Claims against the Other Directors and/or Officers shall 
be limited as described in section 4.4(b)(i) hereof. 
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(c) All D&O Indemnity Claims and any other rights or claims for indemnification 
held by the Named Directors and Officers shall be deemed to have no value and 
shall be fully, finally, iITevocably and forever compromised, released, discharged, 
cancelled and barred without consideration on the Plan Implementation Date. 

(d) All D&O Indemnity Claims and any other rights or claims for indemnification 
held by the Other Directors and/or Officers shall be deemed to have no value and 
shall be fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled and barred without consideration on the Plan Implementation Date, 
except that: (i) any such D&O Indemnity Claims for Defence Costs shall be 
treated in accordance with section 4.8 hereof; end (ii) any Class Action Indemnity 
Claim of an Other Director and/or Officer against SFC in respect of the 
Indemnified Noteholder CllUIS Action Claims shaU be treated in the manner set 
forth in section 4.4(b)(ii) hereof. 

(e) All Section 5.1(2) D&O Claims and all Conspiracy Claims shall not be 
compromised, released, dlschqrged, cancelled or barred by this Plan, ,provided that 
any Section 5.1(2) D&O Claims against Named Directors and Officers and any 
Conspiracy Claims against Named Directors and Officers shall be limited to 
recovery from any insurance prooeeds payable in respect of such Section 5.1(2) 
D&O Claims or Conspiracy Claims, as applicable, pursuant to the Insurance 
Policies, and Persons with any such Section 5, l (2) D&O Claims against Named 
Directors and Officers or Conspiracy Claims against Named Directors and 
Officers shall have no right to, and shall not, make any claim or seek any 
recoveries from any Person (including SFC, any of the Subsidiaries, Newco or 
Newco II), other than enforcing such Persons' rights to be paid from the proceeds 
of an Insmance Policy by the applicable insurer(s). 

(f) All D&O Claims against the Directors and Officers of SFC or the Subsidiaries for 
fraud or criminal conduct shall not be compromised, discharged, released, 
cancelled or baned by this Phm and shall be permitted to continue as .against -all 
applicable Directors and Officers ("Non"Released D&O Claims"), 

(g) Notwithstanding anything to the contrary herein, from and after the Plan 
Implementation Date, a Person may only commence an action for a NonwReleased 
D&O Claim .against a Named Director or Officer if such Person has first obtained 
(I) the consent of the Monitor or (ii} leave of the Court on notice to the applicable 
Directors and Officers, SFC, the Monitor, the Initial Consenting Noteholders and 
any applicable insurers. For the avoidance of doubt, the foregoing requirement 
for the consent of the Monitor or leave of the Court shall not apply to any Non
Released D&O Claim that is asserted against an Other Director and/or Officer. 

4.10 Intercompany Claims 

All SFC Intercompany Claims (other than those transferred to SFC Barbados pursuant to 
section 6.40) hereof or set-off pursuant to section 6.4(1) hereof) shall be deemed to be assigned 
by SFC to Newco on the Plan Implementation Date pursuant to section 6.4(m) hereof, imd 11hall 
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then be deemed to be assigned by Newco to Newco II pursuant to seetion 6.4(x) hereof. The 
obligations of SFC to the applicable Subsidiaries and Greenheart in respect of all Subsidiary 
Intercompany Claims (other than those set-off pursuant to section 6.4(1) hereof) shall be assumed 
by Newco on the Plan Implementation Date pursuant to 6.4(m) hereof, and then sh.all be assumed 
by Newco II pursuant to section 6.4(x) hereof. Notwithstanding anything to the contrary herein, 
Newco II shall be liable to the applicable Subsidiaries and Greenheart for such Subsidiary 
Intercompany Claims and SFC shall be released from such Subsidiary lntercompany Claims 
from and after the Plan Implementation Date, and the applicable Subsidiaries and Greenheart 
shall be liable to Newco II for such SFC Intercompany Claims from and after the Plan 
Implementation Date. For greater certainty, nothing in this Plan affects any rights or claims as 
between any of the Subsidiaries, Greenheart and Greenheart' s direct and indirect subsidiaries. 

4.11 Entitlement to Litigation Trust Interests 

(a) The Litigation Trust Interests to be created in accordance with this Plan and the 
Litigation Trust shall be allocated as follows: 

(i) the Affected Creditors shall be collectively entitled to 75% of such 
Litigation Trost Interests; and 

(ii) the Noteholder Class Action Claimants shall be cotlectively entitled to 
25% of such Litigation Trust Interests, · 

which allocations shall occur at the times and in the manner set forth in section 
6.4 hereof and shall be recorded by the Litigation Trustee in its registry of 
Litigation Trust Interests. 

(b) Notwithstanding anything to the contrary in section 4.1 l(a) hereof, If any of the 
Noteholder Cl1188 Action Claims against any of the Third Party Defendants are 
finally resolved (whether by final judgment, settlement or any other binding 
means of resolution) within two years of the Plan Implementation Date, then the 
Litigation Trust Interests to which the applicable Noteholder Class Action 
Claimants would otherwise have been entitled in respect of such Noteholder Class 
Action Claims pursuant to section 4.ll(a)(li) hereof(based on the amount of such 
resolved Noteholder Class Action Claims in proportion to all Noteholder Class 
Action Claims in eKistence as of the Claims Bar Date) shall be fully, finally, 
irrevocably and forever cancelled. 

4,12 Litigation Trust Claims 

(a) At any time prior to the PlaD Implementation Date, SFC and the Initial 
Consonting Noteholders may agree tQ exclude one or more causes of Action from 
the Litigation Trust Claims and/or to specify that any Causes of Action against a 
specified Person will not constitute Litigation Trust Claims ("Exclu_.ed 
Litigation Trust Claims"), In which case, any such Causes of Action shall not be 
transferred to the Litigation Trust on the Plan Implementation Date, Any such 
Excluded Litigation Trust Claims shall be fully, finally, irrevocably and forever 
compromised, released, discharged, cancelled and barred on the Plan 
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Implementation Date in accordance with Article 7 hereof. All Affected Creditors 
shall be deemed to consent to such treatment of Excluded Litigation Trust Claims 
pursuant to 'this section 4. l 2(a). 

(b) All Causes of Action against the Underwriters by (I) SFC or (Ii) the Trustees (on 
behalf of the Noteholders) shall be deemed to be Excluded Litigation Trust 
Claims that are fully, finally, irrevocably and forever compromised, released, 
discharged, cancelled and barred on the Plan Implementation Date in accordance 
with Article 7 hereof, provided that, unless otherwise agreed by SFC and the 
Initial Consenting Noteholders prior to the Plan Implementation Date in 
accordance with section 4.12(a) hereof, any such Causes of Action for fraud or 
criminal conduct .9hall not constitute Excluded Litigation Trust Claims and shall 
be transferred to the Litigation Trust in accordance with section 6,4( o) hereo£ 
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(c) At MY time from Bnd after the Plan Implementation Date, and subject to the prior 
consent of the Initial Consenting Noteholders and the terms of the Litigation Trust 
Agreement, the Litigation Trustee shall have the right to seek and obtain 1111 order 
from any court of competent jurisdiction, including an Order of the Court in the 
CCAA or otherwise, that gives effect to any releases of any Litigation Trust 
Claims agreed to by the Litigation Trustee in accordanoo with the Litigation Trust 
Agreement, including a release that fully, finally, irrevocably and forever 
compromises, releases, discharges, cancels and bars the ap.plicable Litigation 
Trust Claims as if they were Excluded Litigation Trust Claims released in 
accordance with Article 7 hereof, All Affected Creditors 8hall be deemed to 
consent to any such treatment of any Litigation Trust Claims pursuant to this 
section 4.12(b). 

4.13 Multiple Affected Claims 

On the Plan Implementation Date, any and all liabilities for and guarantees and 
indemnities of the payment or performance of any Affected Claim, Unaffected Claim, Section 
5.1(2) D&O Claim, Conspir8cy Claim, Continuing Other D&O Claim or Non-Released D&O 
Claim by any of the Subsidiaries, 11nd any purported liability for the payment or performance of 
such Affected Claim, Unaffected Claim, Section 5.1(2) D&O Claim, Conspiracy Claim, 
Continuing Other D&O Claim or Non-Released D&O Claim by Newco or Newco II, will be 
deemed eliminated and cancelled, and no Person shall have any rights whatsoever to pursue or 
enforce any such liabilities for or guarantees or indemnities of the payment or perfonnance of 
any such Affected Claim, Unaffected Claim, Section 5.1(2) D&O Claim, Conspiracy Claim, 
Continuing Other D&O Claim or Non-Released D&O Claim agaimt any Subsidiary, Newco or 
Newco II. 

4.14 Interest 

Subject to section 12.4 hereof, no holder of an Affected Claim shall be entitled to interest 
accruing on or after the Filing Date. 



4.15 Existing Shares 

Holders of Existing Shares and Bquity Interests shall not receive any consideration or 
distributions under the Plan in respect thereof and shall not be entitled to vote on the Plan at the 
Meeting. Unless otherwise agreed between the Monitor, SFC and the Initial Consenting 
Noteholders, all Existing Shares and Equity Interests shall be fully, finally and irrevecably 
cancelled in accordance with and at the time specified in section 6.5 hereof. 

4.16 Canadhm Exempt Plans 

If an Affected Creditor is a trust governed by a plan which is exempt from tax under Part 
I of the Canadian Tax Act (Including, for example, a registered retirement savings plan), such 
Affected Creditor may make arrangements with Newco (if Newoo so agrees) and the Litigation 
Trustee (if the Litigation Trustee so agrees) to have the Newco Shares, Newco Notes and 
Litigation Trust Interests to which it Is entitled under this Plan directed to (or in the oase o( 
Litigation Trust Interests, registered In the name of) an affiliate of such Affected Creditor or ·the 
annuitant or controlling person of the governing tax-deferred plan. 

ARTICLES 
DISTRIBUTION MECHANICS 

S.l Letten of lnstruetlon 

In order to issue (i) Newco Shares and Newco Notes to Ordinary Affected Creditors and 
(ii) Newco Shares to Early Consent Noteholders, the following steps will be taken: 

(a) with respect to Ordinary Affected Creditors with Proven Claims or Unresolved 
Claims: 

(i) on the next Business Day following the Distribution Record Date, the 
Monitor shall send blank Letters of Instruction by prepaid first class mail, 
courier, email or facsimile to each such Ordinary Affected Creditor to the 
address of each such Ordinary Affected Creditor (as specified in the 
applioable Proof of Claim) as of the Distribution Record Date, or as 
evidenced by any assignment or transfer In accordance with section 5.10; 

(ii) each such Ordinary Affected Creditor shall deliver to the Monitor a duly 
completed and executed Letter of Instruction that must be received by the 
Monitor on or before the date that is seven (7) B1:1siness Days after the 
Distribution Record Date or such other date as the Monitor may 
determine; and 

(Iii) any such Ordinary Affeeted Creditor that does not return a Letter of 
Instruction to the Monitor in accordance with section 5.l(a)(il) shall be 
deemed to have requested that such Ordinary Affected Creditor's Newco 
Shares and Newco Notes be registered or distributed, as applicable, in 
accordance with the infonnatlon set out in such Ordinary Affected 
Creditor's Proof of Claim; and 
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(b) with respect to Early Consent Noteholders: 

(i) on the next Business Day following the Distribution Record Dato the 
Monitor sha.11 send blank Letters of Instruction by prepaid first class mail, 
courier, email or facsimile to each Early Consent Noteholder to the 
address of each such Early Consent Noteholder as confirmed by the 
Monitor on or before the Distribution Record Date; 

(ii) each Early Consent Noteholder shall deliver to the Monitor a duly 
completed and executed Letter of Instruction that must be received by the 
Monitor on or before the date that is seven (7) Business Days after the 
Distribution Record Date or such other date as the Monitor may 
determine; and 

(iii) any such Early Consent Noteholder that does not return a Letter of 
Instruction to the Monitor In accordance with section 5. l(b)(li) shall be 
deemed to have requested that such E11rly Consent Noteholder's Newco 
Shares be distributed or registered, as applicable, in accordance with 
information confirmed by the Monitor on or before the Distribution 
Record Date. 

S.2 Distribution Mechanics with respect to Newco Shares and Neweo Notes 

(a) To effect distributions of Newco Shares and Newco Notes, the Monitor shall 
deliver a direction at least two (2) Business Days prior to the Initial Distribution 
Date to Newco or its agent, as applicable, directing Newco or its agent, 118 

applicable, to issue on such Initial Distribution Date or subsequent Distribution 
Date: 

(i) in respect of the Ordinary Affected Creditors with Proven Claims: 

(A) the number of Newco Shares that each such Ordinary Affected 
Creditor is entitled to receive in accordance with section 4.l(a) 
hereof; and 

(B) the amount of Newco Notes that each such Ordinary AffeQted 
Creditor is entitled to receive in accordance with section 4.l(b) 
her.eo( 

all of which Newco Shares and Newco Notes shall be issued to such 
Ordinary Affected Creditors and distributed in accordance with this 
Article S; 

(ii) in respect of the Ordinary Affected Creditors with Unresolved Claims: 

(A) the number of Newco Shares that each such Ordinary Affected 
Creditor would have been entitled to receive in accordance with 
section 4. l(a) hereof had such Ordinary Affected Creditor's 
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Unresolved Claim been a Proven Claim on the Plan 
Implementation Date; and 

(B) the amount of Newco Notes that each such Ordinary Affected 
Creditor would have been entitled to receive in accordance With 
section 4.l(b) hereof had suoh Ordinary Affected Creditor's 
Unresolved Claim been a Proven Claim on the Plan 
Implementation Date, 

all of whioh Newco Shares and Newco Notes shall be issued in the name 
of the Unresolved Claims Escrow Agent for the benefit of the Persons 
entitled thereto under the Plan, which Newco Shares and Newco Notes 
shall comprise part of the Unresolved Claims Reserve and shall be held in 
escrow by the Unresolved Claims Escrow Agent until released and 
distributed in accordance with this Article 5; 

(iii) in respect of the Noteholders: 

(A) the number of Newoo Shares that the Trustees are collectively 
required to receive such that, upon distribution to the Noteholders 
in accordance with this Article 5, each individual Noteholder 
receives the number of Newco Shares to which it is entitled in 
accordance with section 4.l(a) hereof; and 

(B) the amount of Newco Notes that the Trustees are collectively 
required to receive such that, upon distribution to the Noteholders 
in accordance with this Article 5, each individual Noteholder 
receives the amount of Newco Notes to which it is entitled in 
accordance with section 4.I(b) hereof, 

all of which Newco Shares and Newco Notes shall be issued to ·such 
Noteholders and distributed in accordance with this Article 5; and 

(iv) in respect of Early Consent Noteholders, the number ofNewco Shares that 
each suoh Early Consent Noteholder is entitled to receive in accordance 
with section 4.3 hereof, all of which Newco Shares shall be issued to such 
Early Consent Noteholders and distributed in accordance with this Article 
5. 

The direction delivered by the Monitor in respect of the applicable Ordinary 
Affected Creditors and Early Consent Noteholders shall: (A) indicate the 
registration and delivery details of each applicable Ordinary Affected Creditor 
and Early Consent Noteholder based on the information prescribed in section 5.1; 
and (B) specify the number of Newco Shares and, in the case of Ordinary 
Affected Creditors, the amount of Newco Notes to be issued to each such Person 
on the applicable Distribution Date. The direction delivered by the Monitor in 
respect of the Noteholders shall: (C) indicate that the registration and delivery 
details with respect to the number ofNewco Shares and amount ofNewco Notes 



to be distributed to each Noteholder will be the same as the registration and 
delivery details in effect with respect to the Notes held by each Noteholder as of 
the Distribution Record Date; and (D) specify the number of Newco Shares and 
the amount of Newco Notes to be issued to each of the Trustees for purposes of 
satisfying the entitlements of the Noteholders set forth in sections 4.l(a) and 
4.l(b) hereof. The direction delivered by the Monitor in respect of the Newco 
Shares and Newco Notes to be issued in the name of the Unresolved Claims 
Escrow Agent, for the benefit of the Persons entitled thereto under the Plan, for 
purposes of the Umesolved Claims Reserve shall specify the number of Newco 
Shares and the amount of Newco Notes to be issued In the name of the 
Unresolved Claims Escrow Agent for that purpose. 

(b) If the registers for the Newco Shares and/or Newco Notes are maintained by the 
Transfer Agent in a direct registration system (without ~ertificates), the Monitor 
and/or Newco end/or the Unresolved Claims Escrow Agent, as applicable, shall, 
on the Initial Distribution Date or any subsequent Distribution Date, as applicable: 

(I) instruct the Transfer Agent to record, ~d the Transfer Agent shall record, 
in the Direct Registration Account of each applicable Ordinary Affected 
Creditor and each Early Consent Noteholder the number ofNewco Shares 
and, in the case of Ordinary Affected Creditors, the amount of Newco 
Notes that are to be distributed to each such Person, an.d the Monitor 
and/or Newco end/or the Unresolved Claims Escrow Agent, as applicable, 
shall send or cause to be sent to each such Ordinary Affected Creditor 'and 
Early Consent Noteholder a Direct Registration Transaction Advice based 
on the delivery infonnation as determined pursuant to section 5.1; and 

(ii) with respect to the distribution of Newco Shares and/or Newco Notes to 
Noteholders: 

(A) if the NeWCQ Shares and/or Newco Notes are DTC eligible, the 
Monitor andlor Newco and/or the Unresolved Claims Escrow 
Agent, as applicable, shall instruct the Transfer Agent to register, 
and the Transfer Agent shall register, the applicable Newco Shares 
and/or Newco Notes in the name of DTC (or its nominee) for the 
benefit of the Noteholders, and the Trustees shall provide their 
consent to DTC to the distribution of such Newco Shares and 
Newco Notes to the applicable Noteholders, in the applicable 
amounts, through the facilities of DTC in accordance with 
customary practices and procedures; and · 

(B) if the Newco Shares and/or Newco Notes are not DTC eligible, the 
Monitor and/or Newco and/or the Unresolved Claims Escrow 
Agent, as applicable, shall instruct the Transfer Agent to register 
the applicable Newco Shares and/or Newco Notes in the Direct 
Registration Accounts of the applicable Noteholders pursuant to 
the registration instructions obtained through DTC and the DTC 
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pnrticipants (by way of a letter of transmittal process or such other 
process as agreed by SFC, the Monitor, the Trustees and the Initial 
Consenting Noteholders), and the Transfer Agent shall (A) register 
such Newco Shares and/or Newco Notes, in the applicable 
amounts, in the Direct Registration Accounts of the applicable 
Noteholders> end (B) send or cause to be sent to each Noteholder a 
Direct Registration Transaction Advice in accordance with 
customary practices and procedures; provided that the Transfer 
Agent shall not be permitted to effect the foregoing registrations 
without the prior written consent of the Trustees. 

( c) If the registers for the Newco Shares and/or Newco Notes are not maintained by 
the Transfer Agent in a direct registration system, Newco shall prepare and 
deliver to the Monitor and/or the Unresolved Claims Escrow Agent, as applicable, 
and the Monitor and/or the Unresolved Claims Escrow Agent, as applicable, shall 
promptly thereafter, on the Initial Distribution Date or any .subsequent 
Distribution Date, as applicable: 

(i) deliver to each Ordinary Affected Creditor and each Early Consent 
Noteholder Newco Share Certificates and, in the case of Ordinary 
Affected Creditors. Newco Note Certificates representing the applicable 
number ofNewco Shares and the applicable amount ofNewco Notes that 
are to be distributed to each such Person: and 

(ii) with respect to the distribution of Newco Shares and/or Newco Notes to 
Noteholders: 
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(A) if the Newco Shares and/or Newco Notes are DTC eligible, the 
Monitor and/or Newco and/or the Unresolved Claims Escrow 
Agent, as applicable, shall distribute to DTC (or Its nominee), for 
the bonefit of the Noteholders, Newco Share Certificates and/or 
Newco Note Certificates representing the aggregate of all Newco 

·Shares and Newco Notes to be distributed to the Noteholders on 
such Distribution Date, and the Trustees shall provide their consent 
to DTC to the distribution of suoh Newco Shares and Newoo Notes 
to the applicable Noteholders, in the applicable amounts, through 
the facilities of DTC in accordance with customary practices and 
procedures; and 

(B) if the Newco Shares and/or Newco Notes are not DTC eligible, the 
Monitor and/or Newco and/or the Unresolved Claims Escrow 
Agent, as applicable, shall. distribute to the applicable Trustees, 
Newco Share Certificates and/or Newco Note Certificates 
representing the aggregate of all Newco Shares and/or Newco 
Notes to be distributed to the Noteholders on such Distribution 
Date, and the Trustees shall make delivery of such Newco Share 
Certificates and Newco Note Certificates, in the applicable 
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amounts, directly to the applicable Noteholders pursuant to the 
delivery instructions obtained through DTC and the DTC 
participants (by way of a letter of transmittal process or such other 
process as agreed by .SFC, the Monitor, the Trustees and the Initial 
Consenting Noteholders), all of which shall occur in accordance 
with customary practices and procedures. 

(d) Upon receipt of and In accordance with written Instructions from the Monitor, the 
Trustees shall instruct DTC to and DTC shall: (I) set up an escrow position 
representing the respective positions of the Noteholders as of the Distribution 
Record Date for the purpose of making distributions on the Initial Distribution 
Date and any subsequent Distribution Dates (the ''Distribution Escrow 
Position"); and (ii) block any further trading of the Notes, effective as of the close 
of business on the day immediately preceding the Plan Implementation Date, all 
in accordance with DTC's customary practices and procedures. 

(e) The Monitor, Newoo, Newco II, the Trustees, SFC, the Named Directors and 
Officers and the Transfer Agent shall have no liability or obligation in respect of 
deliveries by OTC (or its nominee) to the DTC participants or the Noteholders 
pursuant to this Article S. 

5,3 Allocation of Litigation Trust Interests 

The Litigation Trustee shall administer the Litigation Trust Claims and the Litigation 
Funding Amount for the benefit of the Persons that are entitled to the Litigation Trust Interests 
and shall maintain a registry of such Persons as follows: 

(a) with respect to Affected Creditors: 

(i) the Litigation Trustee shall maintain a record of the amount of Litigation 
Trust Interests that each Ordinary Affected Creditor is entitled to tteeeive 
in accordance vvith sections 4.l(c) and 4.1 l(a) hereof; 

(ii) the Litigation Trustee shall maintain a record of the aggregate amount of 
all Litigation Trust Interests to which the Noteholders .a.re collectively 
entitled in accordance with sections 4,l(c) and 4.1 l(a) hereof, and if cash 
is distributed from the Litigation Trust to Persons with Litigation Trust 
Interests, the amount of such cash that is payable to the Notebolders will 
be distributed through the Distribution Escrow Position (such that each 
beneficial Noteholder will receive a percentage of such cash distribution 
that is equal to its entitlement to Litigation Trust [nterests (aa set forth ln 
soction 4. I (c) hereof) as a percentage of all Litigation Trust Interests); and 

(iii) with respect to any Litigation Trust Interests to be allocated in respect of 
the Unresolved Claims Reserve, the Litigation Trustee shall record such 
Litigation Trust Interests in the namo of the Unresolved Claims Bscrow 
Agent, for the benefit of the Persons entitled thereto in accordance with 
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this Plan, which shall be held by the Unresolved Claims Escrow Agent ln 
escrow until released and distributed unless and until otherwise directed 
by the Monitor in accordance with this Plan; 

(b) with respect to the Noteholder Class Action Claimants, the Litigation Trustee 
shall maintain a record of the aggregate of all Litigation Trust Interests that the 
Noteholder Class Action Claimants are entitled to receive pursuant to sections 
4.4(t) and 4.ll(a) hereof, provided that such record shall be maintained in the 
name of the Noteholder Class Action Representative, to be allocated to individual 
Noteholder Class Action Claimants in any manner ordered by the applicable Class 
Action Court, and provided further that if any such Litigation Trust Interests are 
cancelled in accordance with section 4.1 l(b) hereof, the Litigation Trustee shall 
record such cancellation in Its registry of Litigation Trust Interests. 

5.4 Treatment of Undeliverable Distributions 

If any distribution under section 5.2 or section 5.3 of Newco Shares, Newco Notes or 
Litigation Trust Interests is undeliverable (that is, for greater certainty, that it cannot be properly 
registered or delivered to the Applicable Affected Creditor because of inadequate or incorrect 
registration or delivery information or otherwise) (an "Undeliverable Distribution''), it shall be 
delivered to SFC Escrow Co., which shall hold such Undeliverable Distribution in escrow and 
administer It in accordance with this section 5.4. No further distributions in respect of an 
Undeliverable Distribution shall be made unless and until SFC and the Monitor are notified by 
the applicable Person of its current address and/or registration infonnatlon, as applicable, at 
which time the Monitor shall direct SFC Escrow Co. to make all such distributions to such 
Person, and SPC Escrow Co. shall make all such distributions to such Person. All claims for 
Undeliverable Distributions must be made on or before the date that Is six months following the 
final Distribution Date, after which date the right to receive distributions under this Plan in 
respect of such Undeliverable Distributions shall be fully, finally, irrevocably and forever 
compromised, released, discharged, cancelled and barred, without any compensation therefore, 
notwithstanding any federal, state or provincial laws to the contrary, at which time any such 
Undeliverable Distributions held by SFC Escrow Co. shall be deemed to have been gifted by the 
owner of the Undeliverable Distribution to Newco or the Litigation Trust, as applicable, without 
consideration, and, in the case of Newco Shares, Newco Notes and Litigation Trost Interests, 
shall be cancelled by Newco and the Litigation Trustee, as applicable. Nothing contained in the 
Plan shall require SFC, the Monitor, SFC Escrow Co. or any other Person to attempt to locate 
any owner of an Undeliverable Distribution. No interest is payable in respect of an 
Undeliverable Distribution. Any distribution under this Plan on account of the Notes, other than 
any distributions in respect of Litigation Trust Interests, shall be deemed made when delivered to 
DTC or the applicable Trustee, as applicable, for subsequent distribution to the applicable 
Noteholders in accordance with section 5.2. 

5.5 Procedure for Distributions Regarding Unresolved Claims 

(a) An Affected Creditor that has asserted an Unresolved Claim will not be entitled to 
receive a distribution under the Plan in respect of such Unresolved Claim or MY 
portion thereof unless and until such Unresolved Claim becomes a Proven Claim. 
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(b) Distributions in respect of any Unresolved Claim in existence at the Plan 
Implementation Date will be held in escrow by the Unresolved Claims Escrow 
Agent in the Unresolved Claims Reserve until settlement or final determination of 
the Unresolved Claim in accordance with the Claims Procedure Order, the 
Meeting Order or this Plan, as applicable. 

(c) To the extent that Unresolved Claims become Proven Claims or are finally 
disallowed, the Unresolved Claims Escrow Agent shall release from escrow and 
deliver (or in the case of Litigation Trust Interests, cause to be registered)-the 
following from the Unresolved Claims Reserve (on the next Distribution Date, as 
determined by the Monitor with the consent of SFC and the Initial Consenting 
Noteholders): 

(i) in the case of Affected Creditors whose Unresolved Claims are ultimately 
determined, in whole or in part, to be Proven Claims, the Unresolved 
Claims Escrow Agent shall release from escrow and deliver to such 
Affected Creditor that number of Newco Shares, Newco Notes and 
Litigation Trust Interests (and any income or proceeds therefrom) that 
such Affected Creditor is entitled to receive in respect of its Proven Claim 
pursuant to section 4. l hereof; 

(ii) In the oaso of Affected Creditors whose Unresolved Claims are ultimately 
detennined, in whole or in part, to be disallowed, the Unresolved Claims 
Eacrow Agent shall release from escrow and deliver to all Affected 

, Creditors with Proven Claims the number ofNewco Shares, Newco Notes 
and Litigation Trust Interests (and any income or proceeds therefrom) that 
had been reserved in the Unresolved Claims Reserve for such Affected 
Creditor whose Unresolved Claims has been disallowed, Claims such that, 
following such delivery, al1 of the Affected Creditors with Pl'oven Claims 
have received the amount ofNewco Shares, Newco Notes and Litigation 
Trust Interests that they are entitled to receive pursuant to section 4.1 
hereof, which delivery shall be effected in accordance with sections 5.2 
and 5.3 hereof. 

(d) As soon as practicable following the date that all Unresolved Claims have been 
finally resolved and any required distributions contemplated in section 5.5(c) have 
been made, the Unresolved Claims Escrow Agent shall distribute (or in the case 
of Litigation Trust Interests, cause to be registered) any Litigation Trust Interests, 
Newco Shares and Newco Notes (and any income or proceeds therefrom), as 
applicable, remaining in the Unresolved Claims Reserve to the Affected Creditors 
with Proven Claims such that after giving effect to such distributions each such 
Affected Creditor has received the amount of Litigation Trust Interests, Newco 
Shares and Newco Notes that It Is entitled to receive pursuant to section 4.1 
hereof, 

(e) During the time thatNewco Shares, Newco Notes and/or Litigation Trust Interests 
are held in escrow in the Unresolved Claims Reserve, any income or proceeds 
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received therefrom or accruing thereon shall be added to the Unresolved Claims 
Reserve by the Unresolved Claims Escrow Agent and no Person shall have any 
right to such income or proceeds until such Newco Shares, Newco Notes or 
Litigation Trust Interests, as applicable, are distributed (or in the case of 
Litigation Trust Interests, registered) in accordance with section 5.S(c) and 5.S(d) 
hereof, at which time the recipient thereof shall be entitled to any applicable 
income or proceeds therefrom. 

(f) The Unresolved Claims Escrow Agent shall have no beneficial interest or right in 
the Unresolved Claims Reserve. The Unresolved Claims Escrow Agent shall'not 
take any step or action with respect to the Unresolved Claims Reserve or any 
other matter without the consent or direction of the Monitor or the direction of the 
Court. The Unresolved Claims Escrow Agent shall forthwith, upon receipt of an 
Order of the Court or instruction of the Monitor directing the release of any 
Newco Shares, Newco Notes and/or Litigation Trust Interests from the 
Unresolved Claims Reserve, comply with any such Order or instruction. 

(g) Nothing in this Plan Impairs, affects or limits in any way the ability of SFC,·the 
Monitor or the Initial Consenting Noteholders to seek or obtain !Ul Order, whether 
before or after the Plan Implementation Date, directing that any Unresolved 
Claims should be disallowed in whole or in part or that .such Unresolved Claims 
should receive the same or similar treatment as is afforded to Equity Claims under 
the tenns of this Plan. 

(h) Persons with Unresolved Claims shall have standing in any proceeding in respect 
of the determination or status of any Unresolved Claim, and Ooodmans LLP (in 
its capacity as counsel to the Initial Consenting Noteholders) shall have standing 
in any such proceeding on behalf of the Initial Consenting Notheolders (in their 
capacity as Affected Creditors with Proven Claims). 

5.6 Tax Refunds 

Any Input tax credits or tax refunds received by or on behalf ofSFC after the Effective 
Time shall, immediately upon receipt thereof, be paid directly by, or on behalf of, SFC to Newco 
without consideration. 

S.7 Final Distributions from Reserves 

(a) If there is any cash remaining in: (i) the Unaffected Claims Reserve on the date 
that all Unaffected Claims have been finally paid or otherwise discharged and/or 
(Ii) the Administration Charge Reserve on the date that all Claims secured by the 
Administration Charge have been finally paid or otherwise dischargc:Q, . the 
Monitor shall, in each case, forthwith transfer all such remaining cash to the 
Monitor's Post-Implementation Reserve. 

(b) The Monitor will not tenninate the Monitor's Post-Implementation Reserve prior 
to the termination of each of the Unaffected Claims Reserve and the 
Administration Charge Reserve. The Monitor may, at any time, from time to time 



and at its sole discretion, release amounts from the Monitor•s Post
Implernentation Reserve to Newco. Ooodmans LLP (in its capacity as counsel to 
the Initial Consenting Noteholders) shall be permitted to apply for an Order of the 
Court directing the Monitor to make distributions from the Monitor's Post· 
Implementation Reserve. Once the Monitor has determined that the cash 
remaining in the Monitor•s Post-Implementation Reserve is no longer neccsS&l')' 
for administering SFC or the Claims Procedure, the Monitor shall forthwith 
transfer any such remaining cash (the "Remaining Post·lmplementation 
Reserve Amount") to Newco. 

5.8 Other Payments and Distributions 

All other payments and distributions to be made pursuant to this Plan shall be made in the 
manner described in this Plan, the Sanction Order or any other Order, as applicable, 

5.9 Note Indentures to Remain in Effect Solely for Purpose of Distributions 

Following completion of the steps in the sequence set forth in section 6.4, all debentures, 
indentures, notes (including the Notes), certificates, agreements, invokes and other instruments 
evidencing Affected Claims will not entitle any holder thereof to any compensation or 
participation other than as expressly provided for in the Plan and will be cancelled and will be 
null and void, Any and all obligations of SFC and the Subsidiaries under and with respect to the 
Notes, the Note Indentures and any guarantees or indemnities with respect to the Notes or the 
Note Indentures shall be terminated and cancelled on the Plan Implementation Date and shall not 
continue beyond the Plan Implementation Date. Notwithstanding the foregoing and anything to 
the contrary In the Plan, the Note Indentures shall remain in effect solely .for the ·purpose of and 
only to the extent necessary to allow the Trustees to make distributions to Noteholders on the 
Initial Distribution Date and, as necessary, each subsequent Distribution Date thereafter, and to 
maintain all of the rights and protections afforded to the Trustees as against the Noteholders 
under the applicable Note Indentures, including their lien rights with respect to any distributions 
under this Plan, until all distributions provided for hereunder have been made to the Noteholders. 
The obligations of the Trustees under or in respect of this Plan shall be solely as expressly set out 
herein. Without limiting the generality of the releases, injunctions and other protections afforded 
to the Trustees under this Plan and the applicable Note Indentures, the Trustees shall have no 
liability whatsoever to any Person resulting from the due perfonnance of their obligations 
hereunder, except if such Trustee is adjudged by the express terms of a non-appealable judgment 
rendered on a final determination on the merits to have committed gross negligence or wilful 
misconduct in respect of such matter. 

5.10 Assignment of Claims for Distribution Purposes 

(a) Assignment of Claims by Ordinary AJfected Creditors 

Subject to any restrictions contained in Applicable Laws, an Ordinary Affected Creditor 
may transfer or assign the whole of its Affected Claim after the Meeting provided that neither 
SFC nor Newco nor Newco II nor the Monitor nor the Unresolved Claims Escrow Agent shall be 
obliged to make distributions to any such transferee or assignee or otherwise deal with such 
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transferee or assignee as an Ordinary Affected Creditor in respect thereof unless and until actual 
notice of the transfer or assignment, together with satisfactory evidence of such transfer or 
assignment and such other documentation as SFC and the Monitor may reasonably require, has 
been received by SFC and the Monitor on or before the Plan Implementation Date, or such other 
date as SFC and the Monitor may agree, falling which the original transferor shall have all 
applicable rights as the ''Ordinary Affected Creditor" with respect to such Affected Claim as if 
no. transfer of the Affected Claim had occurred. Thereafter, such transferee or assignee shall; for 
all purposes in accordance with this Plan. constitute an Ordinary Affected Creditor and shall be 
bound by any and all notioea previously given to the transferor or assignor in respect of such 
Claim. For greater certainty, SFC shall not recognize partial transfers or assignments of Claims. 

(b) Assignment of Notes 

Only those Noteholders who have beneficial ownership of one or more Notes as at the 
Distribution Record Date shall be entitled to receive a distribution under this Plan on the Initial 
Distribution Date or any Distribution Date. Noteholders who have beneficial ownership ofNotes 
shall not be restricted from transferring or assigning such Notes prior to or .after the Distribution 
Record Date (unless the Distribution Record Date is the Plan Implementation Date), provided 
that if such transfer or assignment occurs after the Distribution Record Date, neither SFC nor 
Newco nor Newco II nor the Monitor nor the Unresolved Claims Escrow Agent shall have any 
obligation to make distributions to any such transferee or assignee of Notes in respect of the 
Claims associated therewith, or otherwise deal with such transferee or assignee as an Affected 
Creditor in respect thereof. Noteholders who ass®i or acquire Notes after the Distribution 
Record Dftte shall be wholly responsible for ensuring that Plan distributions in respect of the 
Claims associated with such Notes are in fact delivered to the assignee, and the Trustees shall 
have no liability in oonnectlon therewith. · 

5.11 Withholding Rights 

SFC, Newco, Newco II, the Monitor, ~e Litigation Trustee, the Unresolved Claims 
Escrow Agent and/or any other Person making a payment contemplated herein shall be entitled 
to deduct and withhold from any consideration payable to any Person such amounts as it is 
required to deduct and withhold with respect to such payment under the Canadian Tax Act, the 
United States Internal Revenue Code of 1986 or any provision of federal, provincial, territorial, 
state, local or foreign Tax laws, In ·each ·case, as amended. To the extent that amounts are so 
withheld or deducted, such withheld or deducted amounts shall be treated for all purposes hereof 
as having been paid to the Person in respect of which such withholding was made, provided that 
such amounts are actually remitted to the appropriate Trucing Authority. To the extent that the 
amounts so required or permitted to be deducted or withheld from any payment to a Person 
exceed the cash portion of the consideration otherwise payable to that Person: (i) the payor is 
authorized to sell or otherwise dispose of such portion of the consideration .as is necessary to 
provide sufficient funds to enable it to comply with such deduction or withholding requirement 
or entitlement, and the payor shall notify the applicable Person thereof and remit to such Person 
any unapplied balance of the net proceeds of such sale; or (ii) if such sale is not reasonably 
possible, the payor shall not be required to make such excess payment until the Person has 
directly 11atisfied any such withholding obligation and provides evidence thereof to the payor. 
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5.12 Fractional Interests 

No fractional interests ofNewco Shares or Newco Notes ("Fractional Interests") will be 
issued under this Plan. For purposes of calculating the number of Newco Shares and Newco 
Notes to be issued by Newco pursuant to this Plan, recipients ofNewco Shares or Newco Notes 
will have their entitlements adjusted downwards to the nearest whole number of Neweo Shares 
or Newco Notes. as applicable, to eliminate any such Fractional Interests and no compensation 
will be given for the Fractional Interest. · 

5.13 Further Direetion of the Court 

The Monitor shall, in its sole discretion, be entitled to seek further direction of the Court, 
including a plan implementation order, with respect to any matter relating to the implementation 
of the plan including with respect to the distribution mechanics and restructuring transaction as 
set out in Articles 5 and 6 of this Plan. 

ARTICLE6 
RESTRUCTURING TRANSACTION 

6.1 Corporate Actions 

The adoption, execution, delivery, implementation and consummation of all matters 
contemplated under the Plan involving corporate action of SFC will occur and be effective as of 
the Plan Implementation Date, other than such matters occurring on the Equity Cancellation Date 
which will occur and be effective on such date, and in either case will be authorized and 
approved under the Plan and by the Court, where appropriate, as .part of the Sanction Order .. in all 
respects and for all purposes without any requirement of further action by shareholders, Directors 
or Officers of SFC. All necessary approvals to take actions shall be deemed to have been 
obtained from the directors or the shareholders of SFC, as applicable, Including the deemed 
passing by any class of shareholders of any resolution or special resolution and no shareholders' 
agreement or agreement between a shareholder and another Person limiting in any way the right 
to vote shares held by such shareholder or shareholders with respect to ~Y of the steps 
contemplated by the Plan shali be deemed to be effective and shall have no force and effect, 
provided that, subject to sections 12.6 and 12.7 hereof, where any matter expressly requires the 
consent or approval of SFC, the Initial Consenting Noteholders or SFC's board of directors 
pursuant to this Plan, such consent or approval shall not be deemed to be given unless actually 
given. 

6.2 Incorporation ofNewco and Newco II 

(a) Newco shall be incorporated prior to the Plan Implementation Date. Newco shall 
be authorized to issue an unlimited number of Newco Shares and shall have no 
restrictions on the number of its shareholders, At the time that Newco is 
incorporated, Newco shall issue one Newco Share to the Initial Newco 
Shareholder, as the sole shareholder ofNewco, and the Initial Newco Shareholder 
shall be deemed to hold the Newoo Share for the purpose of facilitating the 
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Restructuring Transaction. For greater certainty, the Initial Newco Shareholder 
shall not hold such Newco Share as agent of or for the benefit ofSFC, and SFC 
shall have no rights in relation to such Newco Share. Newco shall not carry on 
any business or issue any other Newco Shares or other securities until the Plan 
Implementation Date, and then only in accordance with seotion 6.4 hereof. The 
Initial Newco Shareholder shall be deemed to have no liability whatsoever for any 
matter pertaining to its status as the Initial Newco Shareholder, other than .its 
obligations under this Plan to act as the Initial Newco Shareholder. 

(b) Newco II shall be incorporated prior to the Plan Implementation Date as a wholly~ 
owned subsidiary of Newco. The memorandum and articles of association of 
Newco II will be In a form customary for a wholly-owned subsidiary under the 
applicable jurisldiction and the Initial board of directors of Newco II will consist 
of the same Persons appointed as the directors of Newco on or prior to the Plan 
Implementation Date. 

6,3 Incorporation of SFC Escrow Co. 

SFC Escrow Co. shall be incorporated prior to the Plan Implementation Date. SFC 
Escrow Co. shall be incorporated under the laws of the Cayman Islands, or such other 
jurisdiction as may be agreed by SFC, the Monitor and the Initial Consenting Notebolders. The 
sole director of SFC Escrow Co. shall be Codan Services (Cayman) Limited, or such other 
Person as may be agreed by SFC, the Monitor and the Initial Consenting Noteholders. At the 
time that SFC Escrow Co. is Incorporated, SFC Escrow Co. shall issue one share (the "SFC 
Escrow Co. Share'') to SFC. as the sole shareholder of SFC Escrow Co. and SFC shall be 
deemed to hold the SFC Escrow Co. Share for the purpose of facilitating the Restructuring 
Transaction. SFC Escrow Co. shall have no assets other than any assets that it is r.equired to hold 
In escrow pursuant to the terms of this Plan, and It shall' have no liabilities other than ·its 
obligations as set forth in this Plan. SFC Escrow Co. shall not carry on any business or issue any 
shares or other securities (other than the SFC Escrow Co. Share). The sole activity and function 
of SFC Escrow Co. shall be to perform the obligations of the Unresolved Claims Escrow Agent 
as set forth in this Plan and to administer Undeliverable Distributions as set forth in section 5.4 
of this Plan. SFC Escrow Co. shall not make any sale, distribution, trans.fer or conveyance of 
any Newco Shares, Newco Notes or any other assets or property that it holds unless It is directed 
to do so by an Order of the Court or by a written direction from the Monitor, in which case SFC 
Escrow Co. shall promptly comply with such Order of the Court or such written direction from 
the Monitor. SFC shall not sell, transfer or convey the SFC Escrow Co. Share nor effect-or cause 
to be effected any liquidation, dissolution, merger or other corporate reorganization of SFC 
Escrow Co. unless it is directed to do so by an Order of the Court or by a written direction from 
the Monitor, in which case SFC shall promptly comply with such Order of the Court or such 
written direction from the Monitor. SFC Escrow Co. shall not exercise any voting rights 
(including any right to vote at a meeting of shareholders or creditors held or in any written 
resolution) in respect of Newco Shares or Newco Notes held in the Unresolved Claims Reserve. 
SFC Escrow Co. shall not be entitled to receive any compensation for the perfonnance of its 
obligations under this Plan. 
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6.4 Plan Implementation Date Transaetions 

The following steps and compromises and releases to be effected shall occur, and be 
deemed to have occurred in the following manner and order (sequentially, each step occurring 
five minutes apart, except that within such order steps (a) to (f) (Cash Payments) shall occur 
simultaneously and steps (t) to (w) (Releases) shall occur simultaneously) without any further act 
or formality, on the Plan Implementation Date beginning at the Effective Time (or in such other 
manner or order or at such other time or times as SFC, the Monitor and the Initial Consenting 
Noteholders may agree): 

Cash Paymenta and Satlsfactwn of Lien Claims 

(a) SFC shall pay required funds to the Monitor for the purpose of funding the 
Unaffected Claims Reserve, and the Monitor shall hold and administer suoh funds 
in trust for the purpose of paying the Unaffected Claims pursuant to the Plan. . 

(b) SFC shall pay the required funds to the Monitor for the purpose af funding the 
Administration Charge Reserve, and the Monitor shall hold md administer such 
funds in trust for the purpose of paying Unaffected Claims secured by 
Administration Charge. 

(c) SFC shall pay the required funds to the 'Monitor for the purpose of funding the 
Monitor's Post-Implememation Reserve, and the Monitor shall hold .and 
administer such funds in trust for the purpose of administering SFC, as necessary, 
from and after the Plan Implementation Date. 

(d) SFC shall pay to the Noteholder Advisors and the Initial Consenting Noteholders, 
as appllcable, each such Person's respective portion of the Expense 
Reimbursement. SFC shall pay all fees and expenses owing to each of the SFC 
Advisors, the advisors to the current Board of Directors of SFC, Chandler Fraser 
Keating Limited and Spencer Stuart and SFC or any of the Subsidiaries shall pay 
all fees and expenses owing to each of Indufor Asia Pacific Limited and Stewart 
Murray (Singapore) Pte. Ltd. If requested by the Monitor (With the consent of the 
Initial Consenting Noteholders) no more than 10 days prior to the Plan 
Implementation Date and provlded that all fees and expenses set out in all 
previous invoices rendered by the applicable Person to SFC have been paid, SFC 
and the Subsidiaries, as applicable, shall, with respect to the final one or two 
invoices rendered prior to the Plan bnplementation Date, pay any such fees and 
expenses to such Persons for all work up to and including the Plan 
Implementation Date (including any reasonable estimates of work to be 
performed on the Plan Implementation Date) first by applying any such monetary 
retainers currently held by such Persons and then by paying any remaining 
balance in cash. 

(e) If requested by the Monitor (with the consent of the Initial Consenting 
Noteholders) prior to the Plan Implementation Date, any Person with a monetary 
retainer from SFC that remains outstanding following the steps and payment of all 
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fees and expenses set out in section 6.4(d) hereof shall pay to SFC in cash the full 
amount of such remaining retainer, Jess any amount permitted by the Monitor 
(with the Consent of1he Initial Consenting Noteholders and after prior discussion 
with the applicable Person as to any remaining work that may reasonably be 
required) to remain as a continuing monetary retainer in connection with 
completion of any remaining work after the Plan Implementation Date that may 
be requested by the Monitor, SFC or the Initial Consenting Noteholders (each 
such continuing monetary retainer being a "Permitted Continuing Retainer"). 
Such Persons shall have no duty or obligation to perform any further work or 
tasks in respect of SFC unless such Persons are satisfied that they are holding 
adequate retainers or other security or have received payment to compensate them 
for all fees and expenses in respect of such work or tasks. The obligation of such 
Persons to repay the remaining amounts of any monetary retainers (including the 
unused portions of any Permitted Continuing Retainers) and all cash received 
therefrom shell constitute SFC Assets. 

(f) The Lien Claims shall be satisfied in accordance with section 4.2(c) hereof. 

Transaction Steps 

(g) All accrued and unpaid interest owing on. or in respect of, or as part of, Affected 
Creditor Claims (including any Accrued Interest on the Notes and any Interest 
accruing on the Notes or any Ordinary Affected Creditor Claim after the Filing 
Date) shall be fully, finally, imvocably and forever compromised, released, 
discharged, cancelled and barred for no consideration, and from and after the 
occurrence of this step, no Person shall have any entitlement to any 'SUch accrued 
and unpaid interest. 

(h) All of ihe Affected Creditors shall be deemed to assign, transfer and convey to 
Newco all of their Affected Creditor Claims, and from and after the occurrence of 
this step, Newco shall be the legal and beneficial owner of all Affected Creditor 
Claims. In exchange for the assignment, transfer and conveyance of the Affected 
Creditor Claims to Newco: 

(i) with respect to Affected Creditor Claims that are Proven Claims at the 
Effective Time: 

(A) Newco shall issue to each applicable Affected Creditor the number 
of Newco Shares that each such Affected Creditor is entitled to 
receive in accordance with section 4. l(a) hereof; 

(B) Newco shall issue to each applicable Affected Creditor the amount 
of Newco Notes that each such Affected Creditor is entitled to 
receive in accordance with section 4.1 (b) hereof; 

(C) Newco shall issue to each of the Early Consent Noteholders the 
number of Newco Shares that each such Early Consent Noteholder 
Is entitled to receive pursuant to section 4.3 hereof; 
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(D) such Affected Creditors shall be entitled to receive the Litigation 
Trust Interests to be acquired by Newco in section 6.4(q) hereof, 
following the establishment of the Litigation Trust; 

(E)- such Affected Creditors shall be entitled to receive, at the time or 
times contemplated in sections S.S(c) and S.S(d) hereof, the Newco 
Shares, Newco Notes and Litigation Trust Interests that are 
subsequently distributed to (or In the case of Litigation Trust 
Interests registered for the benefit ot) Affected Creditors with 
Proven Claims pursuant to sections 5.5(c) and S.S(d) hereof (if 
~. . 

and all such Newco Shares and Newco Notes shall be .distributed in the 
manner described in section 5.2 hereof; and 

(ii) with respect to Affected Creditor Claims that are Unresolved Claims as at 
the Effective Time, Newco shall issue in the name o.f the Unresolved 
Claims Escrow Agent, for the benefit of the Persons entitled thereto wider 
the Plan, the Newco Shares and the Newoo Notes that would have been 
distributed to the applicable Affected Creditors in respect of such 
Unresolved Claims if such Unresolved Claims had been Proven Claims .at 
the Effective Time; such Newco Shares, Newco Notes and Litigation 
Trust Interests acquired by Newco in section 6.4(q) and assigned to and 
registered in the name of the Unresolved Claims Bscrow Agent in 
accordance with section 6.4(r) shall comprise part of the Unresolved 
Claims Reserve and the Unresolved Claims Escrow Agent shall hold all 
such Newco Shares, Newco Notes end Litigation Trust Interests in escrow 
for the benefit i>f those Persons entitled to receive distributions thereof 
pursuant to the Plan. 

(i) The initial Newco Share in the capital of Newco held by the Initial Newco 
Shareholder shall be redeemed and cancelled for no consideration. 

(J) SFC shall be deemed to assign, transfer and convey to SFC Barbados those SFC 
Intercompany Claims and/or Equity Interests in one or more Direct Subsidiaries 
as agreed to by SFC and the Initial Consenting Noteholders prior to the Plan 
hnplementation Date (the "Barbados Property") first in full repayment of the 
Barbados Loans and second, to the extent the fair market value of the Barbados 
Property exceeds the amount owing under the Barbados Loans, as a contribution 
to the capital of SFC Barbados by SFC. Immediately after the time of such 
assignment, transfer and conveyance, the Barbados Loans shall be considered to 
be fully paid by SFC and no longer outstanding. 

(k) SFC shall be deemed to assign, transfer and convey to Newco all shares and other 
Equity Interests (other than the Barbados Property) In the capital of (i) the Direct 
Subsidiaries and (Ii) any other Subsidiaries that are directly owned by SFC 
immediately prior to the Effective Time, other than SFC Escrow Co. (all such 
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shares and other equity Interests being the "Direct Subsidiary Shares'') for a 
purchase price equal to the fair market value of the Direct Subsidiary Shares and, 
in consideration therefor, Newco shall be deemed to pay to SFC consideration 
equal to the fair market value of the Direct Subsidiary Shares, which 
consideration shall be comprised of a U.S. dollar denominated demand non· 
interest-bearing promissory note issued to SFC by Newco having a prlncipal 
amount equal to the fair market value of the Direct Subsidiary Shares (the 
"Newco Promissory Note I'~. At the time of such assignment, transfer and 
conveyance, all prior rights that Newco had to acquire the Direct Subsidiary 
Shares, under the Plan or otherwise, shall cease to be outstanding. For greater 
certainty, SFC shall not assign, transfer or convey the SFC Escrow Co. Share, and 
the SFC Escrow Co. Share shall remain the property of SFC. 

(l) If the Initial Consenting Noteholders and SFC agree prior to the Plan 
Implementation Date, there will be a set..off of any SFC Intercompany Claim so 
agreed against a Subsidiary Intercompany Claim owing between .SFC and the 
same Subsidiary. In such case, the amounts will be set-off in repayment of both 
claims to the extent of the lesser of the two amounts, and the excess (if any) shall 
continue as an SFC Intercompany Claim or a Subsidiary lntercompany Claim, as 
a.pplklable. 

(m) SFC shall be deemed to assign, transfer· and convey to Newco all SFC 
lntercompany Claims (other than the SFC Intercompany Claims transferred to 
SFC Barbados In .section 6.4{j) hereof or set-off pursuant to section 6,4(1) hereof) 
for a purchase price equal to the fair market value of such SFC Intereompany 
Claims and, in consideration therefor, Newco shall be deemed to pay SFC 
consideration equal to the fair market value of the SFC Intercompany Claims, 
which consideration shall be comprised of the following: (i) the assumption by 
Newco of all of SFC's obligations to the Subsidiaries in respect .of Subsidiary 
Intercompany Claims (other than the Subsidiary Intercompany Claims set-off 
pursuant to section 6.4(1) hereof): and (ii) if the fair market value of the 
transferred SFC lntercompany Clahns exceeds the fair market value of the 
assumed Subsidiary Intercompany Claims, Newco shall issue to SFC a U.S. dotlar 
denominated demand non-interest-bearing promissory note having a principal 
amount equal to such excess (the "Newco Promissory Note 2"). 

(n) SFC shall be deemed to assign, transfer and convey to Newco all other SFC 
Assets (namely, all SFC Assets other than the Direct Subsidiary Shares and the 
SFC Jntercompany Claims (which shall have already been transferred to Newco 
in accordance with sections 6.4(k) and 6.4(m) hereof)), for a purchase price equal 
to the fuir market value of such other SFC Assets and, in consideration therefor, 
Newco shall be deemed to pay to SFC consideration equal to the fair market value 
of such other SFC Assets, which consideration shall be comprised of a U.S. dollar 
denominated demand non-interest-bearing promissory note issued to SFC by 
Neweo having a principal amount equal to the fair market value of such .other 
SFC Assets (the "Newco Promissory Note 3"). 



(o) SFC sha.11 establish the Litigation Trust and SFC and the Trustees (on behalf of 
the Noteholders) shidl be deemed to convey, transfer and assign to the Litigation 
Trustee all of their respeotive rights, title and interest In and to the Litigation Trust 
Claims. SFC shall advanoe the Litigation Funding Amount to the Litigation 
Trustee for use by the Litigation Trustee in prosecuting the Litigation Trust 
Claims In accordance with the Litigation Trust Agreement, which advance shall 
be deemed to create a non-interest bearing receivable from the Litigation Trustee 
in favour of SFC in the amotmt of the Litigation Funding Amount (the 
"Litigation Funding Receivable"). The Litigation Funding Amount and 
Litigation Trust Claims shall be managed by the Litigation Trustee in accordance 
with the tenns and conditions of the Litigation Trust Agreement. 

(p) The Litigation Trust shall be deemed to be effective from the time that it Is 
established in section 6.4(o) hereof. Initially, all of the Litigation Trust lntel'tlSts 
shall be held by SFC. Immediately thereafter, SFC shall assign, convey and 
transfer a portion of the Litigation Trust Interests to the Noteholder Class Action 
Claimants In accordance with the allocation set forth in section 4.11 hereof. 

(q) SFC shall settle and discharge the Affected Creditor Claims by assigning Newco 
Promissory Note 1, Ne-wco Promissory Note 2 and Newco Promissory Note 3 
(collectively, the "Newco Promissory Notes''), the Litigation Funding Receivable 
and the remaining Litigation Trust Interests held by SFC to Newco. Such 
assignment shall constitute payment. by set-off, of the full principal amount of the 
Newco Promissory Notes Bnd of a portion of the Affected Creditor Claims equal 
to the aggregate principal amount of the Newco Promissory Notes, the Litigation 
Trust Receivable and the fair market value of the Litigation Trust Interests so 
transferred (with such payment being allocated first to the Notebolder Claims and 
then to the Ordinary Affeoted Creditor Claims). As a consequence ·thereof: 

(i) Newco shall be deemed to discharge and release SFC of and from all of 
SFC's obligations to Newco in respect of the Affected Creditor Claims, 
and all of Newco's rights against SFC of any kind in respect of· the 
Affected Creditor Claims shall thereupon be fully, 11nally, irrevocably and 
forever compromised, released, discharged and cancelled; and 

(Ii) SFC shall be deemed to discharge lllld release Newco of and from all of 
Newco's obligations to SFC in respect of the Newco Promissory Notes, 
and the Newco Promissory Notes and all of SFC's rights against Newco in 
respect thereof shall thereupon be fully, finally, irrevocably and forever 
released, discharged and cancelled. 

(r) Newco shall .cause a portion of the Litigation Trust Interests it acquired .in section 
6.4(q) hereof to be assigned to and registered in the name of the Affected 
Creditors with Proven Claims as contemplated in section 6.4(h), and with respect 
to any Affected Creditor Claims that are Unresolved Claims as at the Effective 
Time, the remaining Litigation Trust Interests held by Newco that would have 
been allocated to the applloable Affected Creditors in respect of such Unresolved 
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Claims if such Unresolved Claims had been Proven Claims at the Effective 1ime 
shall be assigned and registered by the Litigation Trustee to the Ulll'Clsolved 
Claims Escrow Agent and in the name of the Unresolved Claims Escrow Agent, 
in escrow for the benefit of Persons entitled thereto, and such Litigation Trust 
Interests shall comprise part of the Unresolved Claims Reserve. The Litigation 
Trustee shall record entitlements to the Litigation Trust Interests in the manner set 
forth in section 5.3. 

Cancellation of lnstrumenta and Guarantees 

(s} Subject to section 5.9 hereof, all debentures, indentures, notes, certificates, 
agreements, invoices, guarantees, pledges and other instruments evidencing 
Affected Claims, including the Notes .and ·the Note Indentures, will not entitle any 
holder thereof to any compensation or participation other than as expressly 
provided for in the Plan and shall be cancelled and will thereupon -be null and . 
void. The Trustees shall be directed by the Court ruid shall be deemed to "have 
released, discharged and cancelled any guarantees, indemnities, Encumbrance8 or 
other obligations owing by or in respect of any Subsidiary relating to the Notes or 
the Note Indentures. 

Releases 

(t) Each ofNewco and Newco II Shall be deemed to have no liability or obligation of 
any kind whatsoever for: any Claim (including, notwithstanding anything to the 
contrary herein, any Unaffected Claim}; any Affected Claim (including ·any 
Affected Creditor Claim, Equity Claim, D&O Claim, D&O Indemnity Claim and 
Noteholder Class Action Claim}; any Section 5.1(2) D&O Claim; any Conspiracy 
Claim; any Continuing Other D&O Claim; any Non-Released D&O Claim; any 
Class Action Claim; any Class Action Indemnity Claim; any right or claim in 
connection with or liability for the Notes or ·the Note Indentures; any guarantees, 
indemnities, share pledges or Encumbrances relating to the Notes or the Note 
Indentures; any right or claim in connection with or liability for the Existing 
Shares or other Equity Interests or any other securities of SFC; any rightS or 
claims of the Third Party Defendants relating to SFC or the Subsidiaries; any right 
or claim in connection with or liability for the RSA, the Plan, the CCAA 
Proceedings, the Restructuring Transaction, the Litigation Trust, the business and 
affairs of SFC and the Subsidiaries (whenever or however conducted), the 
administration and/or management of SFC and the Subsidiaries, or any public 
filings, statements, disclosures or press releases relating to SFC; any right or 
claim in connection with or liability for any guaranty, Indemnity or claim for 
contribution in respect of any of the foregoing; and any Encumbrance in resj:lect 
of the foregoing, provided only that Newco shall assume SFC's obligations to the 
applicable Subsidiaries in respect of the Subsidiary Intercompany Claims 
pursuant to section 6.4(1} hereof and Newco II shall assume Newco's obligations 
to the applicable Subsidiaries in respect of the Subsidiary Intercompany Claims 
pursuant to section 6.4(x) hereof. 
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(u) Each of the Charges shall be discharged, released and cancelled. 

(v) The releases and injunctions referred to in Article 7 of the Plan shall become 
effective in accordance with the Plan. 

(w) Any contract defaults lll'islng llS a result of the CCAA Proceedil\gs and/or the 
implementation of the Plan (including, notwithstanding anything to the contrary 
herein, any such contract defaults in respect of the Unaffected Claims) shall be 
deemed to be cured. 

Newcoll 

(x) Newco shall be deemed to assign, transfer and convey to Newco II all ofNewoo's 
right, title and interest in and to all of its properties, assets and rights of every kind 
and description (namely the SFC Assets acquired by Newco pursuant to the Plan) 
for a purchase price equal to the fair market value thereof and, in consideration 
therefor, Newco II shall be deemed to pay to Newco consideration equal to the 
fair market value of such properties, assets and rights (the "Newco II 
Consideration''), The Nevvco II Consideration shall be comprised of: (i) the 
assumption by Newco II of any and all Indebtedness of Newco other than the 
indebtedness ofNewco in respect of the Newoo Notes (namely, any indebtedness 
ofNewco in respect of the Subsidiary Intercompany Claims); and (ii) the issuance 
to Newco of that number of common shares in Newco II .as is necessary to ensure 
that the value of the Newco II Consideration is equal to the fair market value of 
the properties, assets and rights conveyed by Newco to Newco II pwrsuant to this 
section 6.4(x). 

6.5 Cancellation of Existing Shares and Equity IDterests 

Unless otherwise agreed between the Monitor, SFC and the Initial Consenting 
Noteholders, on the Equity Cancellation Date all Existing Shares and Equity Interests shal.J be 
fully, finally and irrevocably cancelled, and the following "Steps will be implemented pursuant to 
the Plan as a plan of reorganization under section 191 of the CBCA, to be effected by articles of 
reorganization to be flied by SFC, subject to the receipt of any required approvals from the 
Ontario Securities Commission with respect to the trades in securities contemplated by the 
following: 

(a) SFC will create a new class of common shares to be ctilled Class A common 
shares that are equivalent to the current Existin_g Shares except that they carry two 
votes per share; 

(b) SFC will amend the share conditions of the Existing Shares to provide that they 
are cancellable for no consideration at such time as determined by the board of 
directors of SFC; 

(c) prior to the cancellation of the Existing Shares, SFC will jssue for nominal 
consideration one Class A common share of SFC to the SFC Continuing 
Shareholder; 
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( d) SFC will cancel the Existing Shares for no consideration on the Equity 
Cancellation Date; and 

(e) SFC will apply to Canadian securities regulatory authorities for SFC to cease to 
be a reporting issuer effective Immediately before the Effective Time. 

Unless otherwise agreed by SFC, the Monitor and the Initial Consenting Noteholders or as 
otherwise directed by Order of the Court, SFC shall maintain its corporate existence at all ti!Jles 
from and after the Plan Implementation Date until the later of the date: (i) on which SFC Escrow 
Co. has completed all of its obligations as Unresolved Claims Escrow Agent under this Plan; (ii) 
on which SFC escrow Co. no longer holds any Undeliverable Distributions delivered to it in 
accordance with the section 5.4 hereof; and (iii) as determined by the Litigation Trustee. 

6.6 Transfers and Vesting Free and Clear 

(a) AU of the SFC Assets (including for greater certainty the Direct Subsidiary 
Shares, the SFC Intercompany Claims and all other SFC Assets assigned, 
transferred and conveyed to Newco and/or Newco II pursuant to section 6.4) shall 
be deemed to vest absolutely in Newco or Newco II, as applicable, free and clear 
of and from any and all Charges, Claims (including, notwithstanding anything to 
the contrary herein, any Unaffected Claims), O&O Claims, D&O Indemnity 
Claims, Section 5.1(2) D&O Claims, Conspiracy Claims, Continuing Other D&O 
Claims, Non-Released D&O Claims, Affected Claims, Class Action Claims, 
Class Action Indemnity Claims, claims or rights of any kind in respect of the 
Notes or the Note Indentures, and any right or claim that is based in whole or in 
part on facts, underlying transactions, Causes of Action or events relating to the 
Restructuring Transaction, the CCAA Proceedings or any <>f the foregoing, and 
any guarantees or indemnities with respect to any of the foregoing. Any 
Encumbrances or claims affecting, attaching to or relating to the SFC Assets in 
respect of the foregoing shall be deemed to be irrevocably t'Xpunged and 
discharged as against the SFC Assets, and no such Encumbrances or claims shall 
be pursued or enforceable as against Newco or Newco Il. For greater certainty, 
with respect to the Subsidiaries, Greenheart and Greenheart's direct and indirect 
subsidiaries: (i) the vesting free and clear In Newco and/or Newco Il, as 
applicable, and the expunging and discharging that occurs by operation of this 
paragraph shall only apply to SFC's ownership interests in the Subsidiaries, 
Greenheart and Greenheart's subsidiaries; and (ii) except as provided for in the 
Plan (including this section 6.6(a) and sections 4.9(g), 6.4(k). 6.4(1) and 6.4(m) 
hereof and Article 7 hereof) lllld the Sanction Order, the assets, liabilities, 
business and property ·of the Subsidiaries, Greenheart and Greenheart' s direct .and 
indirect subsidiaries shall remain unaffected by the Restructuring Transaction. 

(b) Any issuance, assignment, transfer or conveyance of any securities, interests, 
rights or claims pursuant to the Plan, including the Newco Shares, the Nowco 
Notes and the Affected Creditor Claims, wm be free and clear of and :from any 
and all Charges, Claims (Including, notwithstanding anything to the contrary 
herein, any Unaffected Claims). D&O Claims, D&O Indemnity Claims, Affected 
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Claims, Section 5.1(2) D&O Claims; Conspiracy Claims; Continuing Other D&O 
Claims, Non~Released D&O Claims; Class Action Claims, Class Action 
Indemnity Claims, claims or rights of any kind in respect of the Notes or the Note 
Indentures, and any right or claim that is based in whole or in part -on facts, 
underlying transactions, Causes of Action or events relating to the Restructuring 
Transaction, the CCAA Proceedings or any of the foregoing, and any guarantees 
or indemnities with respect to any of the foregoing. For greater certainty, with 
respect to the Subsidiaries, Oreenheart and Oreenheart's direct and indirect 
subsidiaries: (i) the vesting free and clear in Newco and Newco II that oecurs by 
operation of this paragraph shall only apply to SFC's direct and indirect 
.ownership interests in the Subsidiaries, Oreenheart and Oreenheart's direct and 
indirect subsidiaries; and (il) except as provided for in the Plan (including :section 
6.6(a) and sections 4.9(g), 6.4(k}, 6.4(1) and 6.4(m) hereof and Article 7 hereof) 
and the Sanction Order, ·the assets, tiabilities, business and property of the 
Subsidiaries, Oreenheart and Oreenheart's direct and indirect subsidiaries shall 
remain unaffected by the Restructuring Transaction. 

7.1 Plan Releases 

ARTICLE7 
RELEASES 

Subject to 7.2 hereof, all of the following shall be fully, finally, irrevocably and forever 
compromised, released, discharged, cancelled and barred on the Plan Imptementation .Date: 

(a) all Affected Claims, including all Affected Creditor Claims, Equity Claims, D&O 
Claims (other than Section 5.1(2) D&O Claims, Conspiracy Claims, Continuing 
Other D&O Claims and Non-Released D&O Claims), D&O Indemnity Claims 
(except as set forth in section 7.l(d) hereof) and Noteholder Class Action Claims 
(other than the Continuing Noteholder Class Action Claims); 

(b) all Claims of the Ontario Securities Commission or any other Governmental 
Entity that have or could give rise to a monetary liability, including fines, awards, 
penalties, costs, claims for reimbursement or other claims having ·a monetary 
value; 

(c) all Class Action Claims (including the Noteholder Class Action Claims) against 
SFC, the Subsidiaries or the Named Directors or Officers of SFC or the 
Subsidiaries (other than Class Action Claims that are Section 5.1(2) D&O Claims, 
Conspiracy Claims or Non-Released D&O Claims); 

(d) all Class Action Indemnity Claims (including Telated D&O Indemnity Claims), 
other than any Class Action Indemnity Claim by the Third Party Defendants 
against SFC in respect of the Indemnified Noteholder Class Action Claims 
(including any D&O Indemnity Claim in that respect), which shall be limited to 
the Indemnified Noteholder Cl11SS Actlon Limit pursuant to the releases set out in 
section 7.1 (f) hereof and the injunctions set out in section 7.3 hereof; 

393 



-61-

(e) any portion or amount of liability of the Third Party Defendants for the 
Indemnified Noteholder Class Action Claims (on a collective, aggregate basis in 
reference to all Indemnified Noteho1der Class Action Claims together) that 
exceeds the Indemnified Noteholder Class Action Limit; · 

(f) any portion or amount of liability of the Underwriters for the Notehelder Class 
Action Claims (other than any Noteholder Class Action Claims against the 
Underwriters for fraud or criminal conduct) (on a collective, aggregate basis in 
reference to all such Noteholder Class Action Claims together) that exceeds the 
Indemnified Noteholder Class Action Limit; 

(g) any portion or amount of, or liability of SFC for, any Class Action IndemnJty 
Claims by the Third Party Defendants against SFC in respect of the Indemnified 
Noteholder Class Action Claims (on a collective, aggregate basis in reference to 
all such Class Action Indemnity Claims together) to the extent that 11uch Class 
Action Indemnity Claims exceed the Indemnified Notebolder Class Action Limit; 

(h) any and all Excluded Litigation Trust Claims; 

(i) any and all Causes of Action against Newco, Newco 11, the directors and offi90rs 
of Newco, the directors and officers of Newco Il, the Noteholders, members of 
the ad hoc committee of Noteholders, the Trustees, the Transfer Agent_. the 
Monitor, FTI Consulting Canada Inc., FTI HK. coUDSel for the current Directors 
of SFC, counsel for the Monitor, counsel for the Trustees, the SFC Advisors, the 
Noteholder Advisors, and each and every member (including members of any 
committee or governance council), partner or employee of any of the foregoing, 
for or in conneotlon with or in any way relating to: any Claims (including, 
notwithstanding anything to the contrary .herein, any Unaffected Claims); 
Affected Claims; Section 5.1 (2) D&O Claims; Conspiracy Claims; Continuing 
Other D&O Claims; Non-Released D&O Claims; Class Action Claims; Class 
Action Indemnity Claims; any right or claim In connection with or liability .for the 
Notes or the Note Indentures; any guarantees, indemnities, claims for 
contribution, share pledges or Encumbrances related to the Notes or the Note 
Indentures; any right or claim in connection with or liability for the Existing 
Shares, Equity Interests or any other securities of SFC; any rights or claims of the 
Third Party Defendants ~lating to SFC or the Subsidiaries; 

(j) any and all Causes of Action against Newco, Newco II, the ·directors and officers 
of Newco, the directors and officers of Newco II, the Noteholders, members of 
the ad hoc committee of Noteholders, the Trustees, the Transfer Agent, the 
Monitor, FTI Consulting Canada Inc., Fri HK, the Named Directors and Officers, 
counsel for the current Directors of SFC, counsel for the M-0nitor, counsel for the 
Trustees, the SFC Advisors, the Noteholder Advisors, and each and every 
member (including members of any committee or governance council), partnei· or 
employee of any of the foregoing, based in whole or in part on any act, omission, 
transaction, duty, responsibility, indebtedness, liability, obligation, dealing or 
other occurrence existing or talclng place on or prior to the Plan Implementation 
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Date (or, with respect to actions taken pursuant to the Plan after the Plan 
Implementation Date, the date of such actions) in any way relating to, arising out 
of, leading up to, for, or in connection with the CCAA Proceeding, RSA, the 
Restructuring Transaction, the Plan, any proceedings commenced with respect to 
or in connection with the Plan, or the transactions contemplated by the RSA and 
the Plan, including the creation of Newco and/or Newco II and the creation, 
issuance or distribution of the Newco Shares, the Newco Notes, the Litigation 
Trust or the Litigation Trust lnterests, provided that nothing in this paragraph 
shall release or discharge any of the Persons listed in this paragraph from or in 
respect of any obligations any of them may have under or in respect of the RSA. 
the Plan or Wlder or in respect of any ofNewco, Newco ll, the Newco Shares, the 
Newco Notes, the Litigation Trust or the Litigation Trust Interests, as the case 
maybe; 

(k) any and all Causes of Action against the Subsidiaries for or in c01U1ection with 
any Claim (including, notwithstanding anything to the contrary herein, any 
Unaffected Claim); any Affected Claim (including any Affected Creditor Claim, 
Equity Claim, D&O Claim, D&O Indemnity Claim and Noteholder Class Action 
Claim); any Section 5.1(2) D&O Claim; any Conspiracy Claim; any Continuing 
Other D&O Claim; any Non~Released D&O Claim; any Class Action Claim; any 
Class Action Indemnity Claim; any right or claim in connection with or liability 
for the Notes or the Note Indentures; any g\181'11Iltees, indemnities, share pledges 
or Encumbrances relating to the Notes or the Note Indentures; any right or claim 
In connection with or liability for the Existing Shares, Equity Interests or any 
other securities of SFC; any rights or claims of the Third Party Defendants 
relating to SFC or the Subsidiaries; any right or claim in connection with or 
liability for the RSA, the Plan, the CCAA Proceedings, the Restructuring 
Transaction, the Litigation Trust, the business and affairs of SFC and the 
Subsidiaries (whenever or however conducted), the administration and/or 
management of SFC and the Subsidiaries, or any public tilings, statements, 
disclosures or press releases relating to SFC; any right or claim in connection with 
or liability for any indemnification obligation to Direct0rs or Officers of SFC or 
the Subsidiaries pertaining to SFC, the Notes, the Note Indentures, ·the Existing 
Shares, the Equity Interems, any other securities of SFC or any other right, -claim 
or liability for or in connection with the RSA, the Plan, the CCAA Proceedings, 
the Restructuring Transaction, the Litigation Trust, the business and affairs of 
SFC (whenever or however conducted), the administration and/or management of 
SFC, or any public filings, statements, disclosures or press releases relating to 
SFC; any right or claim in connection with or liability for any guaranty, Indemnity 
or claim for contribution in respect of any of the foregoing; and any Encumbrance 
in respect of the foregoing; 

(I) all Subsidiary lntercompany Claims as against SFC (which are assumed by 
Newco and then Newco Il pursuant to the Plan); 

(m) any entitlements of Ernst & Young to receive distributions of any kind (including 
Newco Shares, Newoo Notes and Litigation Trust Interests) under this Plan; . 
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(n) any entitlements of the Named Third Party Defendants to receive distributions of 
any kind (including Newco Shares, Newco Notes and Litigation Trust Interests) 
under this Plan; and 

(o) any entitlements of the Underwriters to receive distributions of any kind 
(Including Newco Shares, Newco Notes and Litigation Trust Interests) under this 
Plan. . 

7.2 Claims Not Released 

Notwithstanding anything to the contrary in section 7.1 hereof, nothing in this 
Plan shall waive, compromise, release, discharge, cancel or bar any of the following: 

{a) SFC of Its obligations under the PllUl and the Sanction Order; 

(b) SFC from or in respect of any Unaffected Claims (provided that recourse against 
SFC in respect of Unaffected Claims shall be lhnited in the manner set out in 
section 4.2 hereof); 

(c) any Directors or Officers of SFC or the Subsidiaries from any Non-Released 
D&O Claims, Conspiracy Claims or any Section 5.1(2) D&O Claims, provided 
that recourse against the Named Directors or Officers of SFC in respect of any 
Seotion 5.1 (2) D&O Claims and any Conspiracy Claims shall be limited in the 
manner .set out in section 4.9(e) hereof; 

(d) any Other Directors and/-0r Officers from any Continuing Other D&O Claims, 
provided that recourse against the Other Directors and/or Officers in respect of the 
Indemnified Noteholder Class Action Claims shall be limited in the manner set 
out in section 4.4(b)(i) hereof; 

(e) the Third Party Defendants from any claim, liability or obligation of whatever 
nature for or in connection with the Class Action Claims, provided that the 
maximum aggregate liability of the Third Party Defendants collectively in respect 
of the Indemnified Noteholder Class Action Claims shall be limited to the 
Indemnified Noteholder Class Action Limit pursuant to section 4.4~)(1) hereof 
and the releases set out in sections 7.l(e) and 7. l(f) hereof and the injunctions set 
out in section 7 .3 hereof, 

(f) Newco II from any liability to the applicable Subsidiaries in respect of the 
Subsidiary lntercompany Claims assumed by Newco II pursuant to section 6.4(x) 
hereof; 

(g) the Subsidiaries from any liability to Newco II in respect of the SFC 
lntercompany Claims conveyed to Newco II pursuant to section 6.4(x) hereof; 

(h) SFC of or from any investigations by or non-monetary remedies of the Ontario 
Securities Commission, provided that, for greater certainty, .all monetary rights, 
claims or remedies of the Ontario Securities Commission against SFC shall be 
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treated as Affected Creditor Claims in the manner described In section 4.1 hereof 
and released pursuant to section 7.l(b) hereof; 

(i) the Subsidiaries from their respective indemnification obligations (if any) to 
Directors or Officers of the Subsidiaries that relate to the ordinary course 
operations of the Subsidiaries and that have no connection with any of the matters 
listed in section 7 .1 (i) hereof; 

(j) SFC or the Directors and Officers from any Insured Claims, provided that 
recovery for Insured Claims shall be irrevocably limited to recovery solely from 
the proceeds of Insurance Policies paid or payable on behalf of SFC or its 
Directors and Officers in the manner set forth In section 2.4 hereof; 

(k) Insurers from their obligations under insurance policies: and 

(1) any Released Party for fnwd or criminal conduct. 

7.3 Injunctions 

All Persons are permanently and forever barred, estopped, stayed l\lld enjoined, on and 
after the Effective Time, with respect to any and all Released Claims, from (i) commencing, 
conducting or continuing in any manner, directly or Indirectly, any action, suits, demands or 
othel' proceedings of any nature or kind whatsoever (including, without limitation, any 
proceeding in a judicial, arbitral, administrative or other forum) against the Released Parties; (ii) 
enforcing, levying, attaching. collecting or otherwise recovering or enforcing by any manner -or 
means, directly or indirectly, any judgment, award, decree or order against the Released Parties 
or their property; (iii) commencing, conducting or continuing in any manner, directly or 
indirectly, any action, suits or demands, including without limitation, by way of contribution or 
indemnity or other relief, in common law, or in equity, breach of trust or breach of fiduciary duty 
or under the provisions of any statute or regulation, or other proceedings of any nature or kind 
whatsoever (Including, without limitation, any proceeding in ajudlcial, arbitral, administrative or 
other forum) against any Person who makes such a claim or might reasonably be expected to 
make such a claim, In any manner or forum, against one or more of the Released Parties; (iv) 
creating, perfecting, asserting or otherwise enforcing, directly or indirectly, any lien or 
encumbrance of any kind against the Released Parties or their property; or (v) taking any actions 
to interfere with the implementation or consummation of this Plan; provided, however, that the 
foregoing shall not apply to the enforcement of any obligations under the Plan. 

7,4 Timing of Releases and Injunctions 

All releases and injunctions set forth in this Article 7 shall become effective on the Plan 
Implementation Date at the time or times and in the manner set forth in section 6.4 hereof. 

7.5 Equity Class Action Claims Against the Third Party Defendants 

Subject only to Article 11 hereof, and notwithstanding anything else to the contrary in 
this Plan, any Class Action Claim against the Third Party Defendants that relates to the ptll'Chese, 
sale or ownership of Existing Shares or Equity Interests: (a) is unaffected by this Plan; (b) is not 
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discharged, released, cancelled or barred pursuant to this Plan; (c) shall be permitted to continue 
as against the Third Party Defendants: (d) shall not be limited or restricted by this Plan in any 
manner as to quantum or otherwise (including any collection or recovery for any such Class 
Action Claim that relates to any liability of the Third Party Defendants for any alleged liability of 
SFC); and ( e) does not constiMe an Equity Claim or an Affected Claim under this Plan. 

ARTICLES 
COURT SANCTION 

8.1 Application for Sanction Order 

If the Plan is approved by the Required Majority, SFC shall apply for the Sanction Order 
on or before the date set for the hearing of the Sanction Order or such later date ·as the Court may 
set. 

8.2 Sanction Order 

The Sanction Order shall, among other things: 

(a) declare that: (i) the Plan has been approved by the Required Majority in 
conformity with the CCAA; (ii) the activities of SFC have been in reasonable 
compliance with the provisions of the CCAA and the Orders of the Court made in 
this CCAA Proceeding in all respects; (iii) the Court Is satisfied that SFC has not 
done or purported to do anything that is not authorized by the CCAA; mid (iv) the 
Plan and the transactions contemplated thereby are fair and reasonable; 

(b) declare that the Plan and all associated steps, compromises, releases, discharges, 
cancellations, transactions, arrangements and reorganizations effected thereby are 
approved, binding and effective as herein set out as of the Plan Implementation 
Date: 

(c) confirm the amount of each of the Unaffected Claims Reserve, the Administration 
Charge Reserve and the Monitor's Post-Implementation Reserve; 

(d) declare that, on the Plan Implementation Date, all Affected Claims shall be fully, 
finally, irrevocably and forever compromised, released, dischW"ged, cancelled and 
barred, subject only to the right of the applicable Persons to receive the 
distributions to which they are entitled pursuant to the Plan; 

(e) declare that, on the Plan Implementation Date, the ability of any Person to 
proceed against SFC or the Subsidiaries in respect of any Released Claims shall 
be forever discharged and restrained, and all proceedings with respect to, in 
connection with or relating to any such matter shall be permanently stayed; 

(f) declare that the steps to be taken, the matters that are deemed 10 occur and the 
compromises and releases to be effective on the Plan hnplementation Date are 
deemed to occur and be effected in the sequential order contemplated by seciion 
6.4, beginning at the Effective Time; 
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(g) declare that, on the Plan Implementation Date, the SFC Assets vest absolutely in 
Newco and that, In accordance with section 6.4(x) hereof, the SFC Assets 
transferred by Newco to Newco II vest absolutely in Newco II, in each case in 
accordance with the terms ofsection 6.6(a) hereof; 

(h) confirm that the Court was satisfied that: (i) the hearing of the Sanction Order was 
open to all of the Affected Creditors and. all other Persons with an interest in SFC 
and that such Affected Creditors and other Persons were permitted to be heard at 
the hearing In respect of the Sanction Order; (11) prior to the hearing, all of the 
Affected Creditors and all other Persons on the service list in respect of the 
CCAA Proceeding were given adequate notice thereof; 

(i) provide that the Court W.alJ advised prior to the hearing jn respect of the Sanction 
Order that the Sanction Order will be relied upon by SFC and Newco as an 
approval of the Plan for the purpose of relying on the exemption from the 
registration requirements of the United States Securities Act of 193 3, as amended, 
pursuant to Section 3(a)(10) thereof for the issuance of the Newco Shares, Newco 
Notes and, to the extent they may be deemed to be securities, the Litigation Trust 
Interests, and any other securities to be issued pursuant to the Plan; 

0) declare that all obligations, agreements or leases 10 which (i) SFC remains a party 
on the Plan Implementation Date, or (ii) Newco and/or Newco D becomes a party 
as a result of the conveyance of the SFC Assets to Newco and ·the further 
conveyance of the SFC Assets to Newco II on the Plan Implementation Date, 
shall be and remain in full force and effect, unamended, as at the Plan 
Implementation Date and no party to any such obligation or agreement shall on or 
following the Plan fmplementation Date, accelerate, terminate, refuse to renew, 
rescind, refuse to perform or otherwise disclaim or resiliate its obligations 
thereunder, or enforce or exercise (or purport to enforce or exercise) any right or 
remedy under or in respect of any such obligation or agreement, by reason: 

(i) of any event which occurred prior to, .and not continuing after, the Plan 
Implementation Date, or which is or continues to be susponded or waived 
under the Plan, which would have entitled any other party thereto to 
enforce those rights or remedies; 

(Ii) that SFC sought or obtained relief or has taken steps as part of -the Plan or 
under the CCAA; 

(iii) of any default or event of default arising as a result of the financial 
condition or insolvency ofSFC; 

(iv) of the completion of any of the transactions contemplated under the Plan, 
including the transfer, conveyance and assignment of the SFC Assets to 
Newco and the further transfer, conveyance and assignment of the SFC 
Assets by Newco to Newco II; or 
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(v) of any compromises, settlements, restructurlngs, recapitaliz.atlons or 
reorganizations effected pursuant to the Plan; 

(k) stay the commencing, taking, applying for or issuing or continuing any and all 
steps or proceedings, including without limitation, administrative hearings and 
orders, declarations or assessments, commenced, taken or proceeded with or that 
may be commenced, taken or proceed with to advance any Released Claims; 

(I) stay as against Ernst & Young the commencing, taking, applying for or issuing or 
continuing any and all steps or proceedings (other than all steps or proceedings to 
implement the Ernst & Young Settlement) pursuant to the terms of the Order of 
the Honourable ·Justice Morawetz dated May 8, 2012 between (i) the Plan 
Implementation Date and (ii) the earlier of the Ernst & Young Settlement Date or 
such other date as may be ordered by the Court on a motion to the Court on 
reasonable notice to Ernst & Young; 

(m) declare that in no circumstances will the Monitor have any liability for any of 
SFC's tax liability regardless of how or when such liability may have arisen; 

(n) authorize the Monitor to perfonn its functions and fulfil its obligations under the 
Plan to facilitate the implementation of the Plan; 

(o) direct and deem the Trustees to release, discharge and cancel any guarantees, 
indemnities, Encumbrances or other obligations owing by or in respect of imy 
Subsidiary relating to the Notes or the Note Indentures; 

(p) declare that upon completion by the Monitor ·of its duties in respect of SFC 
pursuant to the CCAA and the Orders, the Monitor may file with the Court a 
certificate of Plan Implementation stating that all of its duties in respect of SFC 
pursuant to the CCAA and the Orders have been completed and thereupon, FTI 
Col'lSUlting Canada Inc. shall be deemed to be discharged from its duties as 
Monitor and released of all claims relating to its activities as Monitor; and 

(q) decllll'e thiit, on the Plan Implementation Date, each of the Charges shall be 
discharged, released and cancelled, and that any obligations secured thereby shall 
satisfied pursuant to section 4.2(b) hereof, and that from and after the Plan 
Implementation Date the Administration Charge Reserve shall stand in place of 
the Administration Charge as security for the payment of any amounts secured by 
the Administration Charge; 

(r) declare that the Monitor may not make any payment from the Monitor's Post
Implementation Plan Reserve to any third party professional services provider 
(other than its counsel) that .exceeds $250,000 (alone or in a series of related 
payments) without the prior consent of the Initial Consenting NotehG!ders or an 
Order of the Court; 

(s) declare that SFC and the Monitor may apply to the Court for advice and direction 
in respect of any matters arising from or under the Plan; 
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(t) declare that, subject to the due performance of its obligations as set forth in the 
Plan and subject to its compliance with any written directions or instructions of 
the Monitor and/or directions of the Court in the manner set forth in the Plan, 
SFC Escrow Co. shall have no liabilities whatsoever arising from the performance 
of its obligations mu:ler the Plan; 

(u) order and declare that all Persons with Unresolved Claims shall have standing in 
any proceeding in respect of the detennination or status of any Unresolved Claim, 
and that Goodmans LLP (in its capacity as counsel to the Initial Consenting 
Noteholders) shall have standing in any such proceeding on behalf of the Initial 
Consenting Notheolders (in their capacity as Affected Creditors with Proven 
Claims); 

(v) order and declare that, from and after the Plan Implementation Date, Newco Will 
be permitted, in its sole discretion and on tenns acceptable to Newco, to advance 
additional cash amounts to the Litigation Trustee from tlme to time for the 
purpose of providing additional financing to the Litigation Trust, including the 
provision of such additional amounts as a non~interest bearing loan to the 
Litigation Trust that is repayable to Newco on similar terms and conditions as the 
Litigation Funding Receivable; 

(w) order and declare that: (i) subject to the prior consent of the Initial Consenting 
Noteholders, each of the Monitor and the Litigation Trustee shall have the rlght to 
seek and obtain an order from any court of oompetent jurisdiction, including an 
Order of the Court in the CCAA or otherwise, that gives effect to any releases of 
any Litigation Trust Claims agreed to by the Litigation Trustee in accordance with 
the Litigation Trust Agreement, and (ii) in accordance with this section 8.2(w), all 
Affected Creditors shall be deemed to consent to any such releases in any such 
proceedings; 

(x) order and declare that, prior to the Effective Time, SFC shall: (i) preserve or cause 
to be preserved copies of any documents (as such term is defined in the Rules of 
Clvtf Procedure (Ontario)) that are relevant to the issues raised in the Class 
Actions; and (ii) make arrangements acceptable to SFC, the Monitor, the Initial 
Consenting Noteholders, counsel to Ontario Class Action Plaintiffs, counsel to 
Ernst & Young, counsel to the Underwriters and counsel to the Named Third 
Party Defendants to provide the parties to the Class Actions with access thereto, 
subject to customary commercial confidentiality, privilege or other applicable 
restrictions, including lawyer-client privilege, work product privilege and other 
privileges or immunities, and to restrictions on disclosure arising from s. 16 of the 
Securities Act (Ontario) and comparable restrictions on disclosure In other 
relevant jurisdictions, for purposes of prosecuting and/or defending the Class 
Actions, as the case may be, provided that no.thing in the foregoing reduces or 
otherwise limits the parties' rights to production and discovery in accordance with 
the Rules of Civil Procedure (Ontario) and the Class Proceedings Act, 1992 
(Ontario); · 
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(y) order that releases lltld injunctions set forth in Article 7 of this Plan are effective 
on the Plan Implementation Date at the time or times and in the manner set forth 
in section 6.4 hereof; 

(z) order that the Ernst & Young Release shall become effective on the Ernst & 
Young Settlement Date in the manner set forth in section 11.1 hereof; 

(aa) order that any Named Third Party Defendant Releases shall become effective if 
and when the tenns and conditions of sections l l .2(a), l l .2(b), l l .2(c) have been · 
fulfilled.; 

(bb) order and declare that the matters described in Article 11 hereof shall occur 
subject to and in accordance with the terms and conditions of Article 11; and 

(cc) declare that section 95 to 101 of the BIA shall not apply to any of the transactions 
implemented pursuant to the Plan. 

If a.greed by SFC, the Monitor and the Initial Consenting Noteholders, any of the relief to be 
included In the Sanction Order pursuant to this section 8.2 in respect of matters relating to the 
Litigation Trust may Instead be included in a separate Order of the Court satisfactory to SPC, the 
Monitor and the Initial Consenting Noteholders granted prior to the Plan Implementation Date. 

ARTICLE9 
CONDITIONS PRECEDENT AND IMPLEMENTATION 

9.1 Conditions Precedent to Implementation of the Plan 

The implementation of the Plan shall be conditional upon satisfaction or waiver of the 
following conditions prior to or at the Effective Time, each of which is for the benefit of SFC 
and the Initial Consenting Noteholders and may be waived only by SFC and the Initial 
Consenting Noteholders collectively; provided, however, that the conditions in sub-paragraphs 
(g). (h), (n), (o), -(q), (r}, (u), (z), (ff), (gg), (mm), (II) and (nn) shall only be for the benefit of the 
Initial Consenting Noteholders and, if not satisfied on or prior to the Effective Time, may be 
waived only by the Initial Consenting Noteholders; and provided further that such conditions 
shall not be enforceable by SFC if any failure to satisfy such conditions results from an action, 
error, omission by or within the control of SFC and such conditions shail not be enforce~ble by 
the Initial Consenting Noteholders if any failure to satisfy such conditions results from an action, 
error, omission by or within the control -of the Initial Consenting Notebolders: 

Plan Approval Matters 

(a) the Plan shall have been approved by the Required Majority and the Cotlrt, and in 
each case the Plan shall have been approved in a form consistent with the RSA or 
otherwise acceptable to SFC and the Initial Consenting Noteholders, each acting 
reasonably; 

(b) the Sanction Order shall have been made and shall be in full force and effect prior 
to December 17, 2012 (or such later date as may be consented to by SFC and the 
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Initial Consenting Noteholders), and all applicable appeal periods in respect 
thereof shall have expired and any appeals therefrom shall have been disposed of 
by the applicable appellate court: 

(c) the Sanction Order shall be in a form consistent with the Plan or otherwise 
acceptable to SFC and the Initial Consenting Noteholders, each acting reasonably; 

(d) all filings under Applicable Laws that are required in connection with the 
Restructuring Transaction 'Shall have been made and any r~gulatory consents or 
approvals that are required in connection with the Restructuring Transaction shall 
have been obtained and, in the case of waiting or suspensory periods, such 
waiting or suspensory periods shall have expired or been terminated; without 
limiting the generality of the foregoin,g, such filings and regulatory consents or 
approvals include: 

(i) any required filings, consents and approvals -0f securities regulatory 
authorities In Canada; 

(ii) a consultation with the Executive of the Hong Kong Securities and Futures 
Commission that is satisfactory to SFC, the Monitor and the Initial 
Consenting Noteholders confirming that implementation of the 
Restructuring Transaction will not result in an obligation arising for 
Newco, its shareholders, Newco II or any Subsidiary to make a mandatory 
offer to acquire shares of Oreenheart; 

(iii) the submission by SFC and each applicable Subsidiary of a Circular 698 
tax filing with all appropriate tax authorities In the PRC within the 
requisite time prior to the Plan Implementation Date, such filings to be in 
fonn and substance satisfactory to the Initial Consenting Noteholders; and 

(iv) if notification is necessary -0r desirable under the Antlmonopoly Law of 
People's Republic of China and its implementation rules, the submission 
of all antitrust filings considered necessary or prudent by the Initial 
Consenting Noteholders and the acceptance and (to the extent required) 
approval thereof by the competent Chinese authority, each such filing to 
be in form and substance satisfactory to the Initial Consenting 
Noteholders; 

(e) there shall not be in effect any preliminary or final decision, order or decree by a 
Governmental Entity, no .application shall have been made to any Governmental 
Entity, and no action or investigation shall have been announced, threatened or 
commenced by any Governmental Entity, In consequence of or in connection with 
the Restructuring Transaction that restrains, impedes or prohibits (or If granted 
could reasonably be expected to restrain, impede or prohibit) the Restructuring 
Transaction or any material part thereof or requires or purports to require a 
variation of the Restructuring Transaction, and SFC shall have provided the Initial 
Consenting Noteholders with a certificate signed by an officer of SFC, without 
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personal liability on the part of such officer, certifying compliance with this 
Section 9.l(e) as of the Plan Implementation Date; 

Newco and Newco II Matters 

(f) the organization, incorporating documents, articles, by-lawa and other constating 
documents of Newco and Newco II (including any shareholders agreement, 
shareholder rights plan and classes of shares (voting and non-voting)) and any 
affiliated or related entities formed in connection with the Restructuring 
Transaction or the Plan, and ~I definitive legal documentation in connection with 
all of the foregoing, shall be acceptable to the Initial Consenting Noteholders and 
in form and in substance reasonably satisfactory to SFC; 

(g) the composition ofthe board of directors ofNewco and Newco II and the senior 
management and officers ofNewco and Newco II that will assume office, or that 
will continue in office, as applicable, on the Plan Implementation Date shall be 
acceptable to the Initial Consenting Noteholders; 

(h) the tenns of employment of the senior management and officers of Newco and 
Newco II shall be acceptable to the Initial Consenting Noteholders; 

(i) except as expressly set out In this Plan, neither Newco nor Newco II shall' have: 
(l) issued or authorized the issuance of any shares, notes, options, warrants .or 
other securities of any kind, (li) become subject to any Encumbrance with respect 
to its assets or property; (iii) become liable to pay any indebtedness or liability of 
any kind (other than as expressly set out In section 6.4 hereof); or (iv) entered into 
any Material agreement; 

G) any securities that are formed in connection with the Plan, including the Newco 
Shares and the Newco Notes, when issued and delivered pursuant to the Plan, 
shall be duly authorized, validly issued and fully paid and non-assessable and the 
issuance and distribution thereof shall be exempt from all pro5)lectus and 
registration requirements of any applicable securities, corporate or other law, 
statute, order, decree, consent decree, judgment, rule, regulation, ordinance, 
notice, policy or other pronouncement having the effect of law applicable In the 
provinces of Canada; 

(k) Newco shall not he a reporting Issuer (or equivalent) In any province of Canada or 
any other jurisdiction; 

(I) all of the steps, terms, transactions and documents relating to the conveyance of 
the SFC Assets to Newco and the further conveyance of the SFC Assets by 
Newoo to Newco II In accordance with the Plan shal1 be in form and in substance 
acceptable to SFC and the Initial Consenting Noteholders; 

(m) all of the following shall be in form and in substance acceptable to the Initial 
Consenting Noteholders and reasonably satisfactory to SFC: (i) the Newco 
Shares; (ii) the Newco Notes (Including the aggregate principal amount of the 
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Newco Notes); (iii) any trust j.ndenture or other document governing the terms of 
the Newco Notes; and (iv) the number ofNewco Shares and Newco Notes to be 
issued in accordance with this Plan; 

Plan Matten 

(n) the Indemnified Noteholdcr Class Action Limit shall be acceptable to the Initial 
Consenting Noteholders; 

(o) the aggregate amount of the Proven Claims held by Ordinary Affected Creditors 
shall be acceptable to the Initial Consenting Noteholders; 

(p) the amount of each of the Unaffected Claims Reserve and the Administration 
Charge Reserve shall, in each case, be acceptable to SFC, the Monitor and the 
Initial Consenting Noteholders; 

(q) the amount of the Monitor's Post-Implementation Reserve and the amount of any 
Permitted Continuing Retainers shall be acceptable to the Initial Consenting 
Noteholders, and the Initial Consenting Noteholders shall be satisfied that all 
outstanding monetary retainers held by any SFC Advisors (net of any Pennltted 
Continuing Retainers) have been reptdd to SFC on the Plan Implementation Date; 

(r) [Intentionally deleted]; 

(s) the amount of each of the following shall be acceptable to SFC, the Monitor and 
the Initial Consenting Noteholders: (i) the aggregate amount of Lien Claims to be 
satisfied by the return to the applicable Lien Claimants of the applicable secured 
property in accordance with section 4.2(c)(i) hereof; and (ii} the aggregate amount 
of Lien Claims to be repaid in cash on the Plan Implementation Date in 
accordance with section 4.2(cXii) hereof; 

(t) the aggregate amount of Unaffected Claims, and the aggregate amount of the 
Claims listed in each subparagraph of the definition of"Unafl'ected Claims" shall, 
in each case, be acceptable to SFC, the Monitor and the Initial Consenting 
Noteholders; 

(u) the aggregate amount of Unresolved Claims and the amount of the Unresolved 
Clai~ Reserve shall, in each case, be acceptable to the Initial Consenting 
Noteholders and shall be confinned In the Sanction Order; 

(v) Litigation Trust and the Litigation Trust Agreement shall be in form and in 
substance acceptable to SFC and the Initial Consenting Noteholders, each acting 
reasonably, and the Litigation Trust shall be established in a jurisdiction that is 
acceptable to the Initial Consenting Noteholders and SFC, each acting reasonably; 

(w) SFC, the Monitor and the Initial Consenting Noteholders, each acting reasonably, 
shall be satisfied with the proposed use of proceeds and payments relating to all 
aspects of the Restructuring Transaction and the Plan, .including, without 

405 
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limitation, any change of control payments, consent fees, transaction fees, third 
party fees or termination or severance payments, in the aggregate of $500,000 or 
more, payable by SFC or any Subsidiary to any Person (other than a 
Governmental Entity) in respect of or in connection with the Restructuring 
Transaction or the Plan, including without limitation, pursuant to any employment 
agreement or incentive plan of SFC or any Subsidiary; 

(x) SFC, the Monitor and the Initial Consenting Noteholders, each acting reasonably, 
shall be satisfied with the status and composition of all liabilities, indebtedness 
and obligations of the Subsidiaries and all releases of the Subsidiaries provided 
for in the Plan and the Sanction Order shall be binding and effective as of the Plan 
Implementation Date; 

Plan Implementation Date Matten 

(y) the steps required to complete and Implement the Plan shall be in fonn and in 
substance satisfactory to SFC and the Initial Consenting Noteholdere; 

(z) the Noteholders and the Early Consent Noteholders shall receive, on the Plan 
Implementation Date, all of the consideration to be distributed to them pursuant to 
the Plan; 

(aa) all of the following shall be in form and in substance satisfactory to SFC and· the 
Initial Consenting Noteholders: (i) all materials filed by SFC with the Court or 
any court of competent jurisdiction in the United States, Canada, Hong Kong. the 
PRC or any other jurisdiction that relates to the Restructuring Transaction; (Ii) the 
terms of imy court-imposed charges on any of the assetll, property or undertaking 
of any of SFC, including without limitation any of the Charges; (iii) the Initial 
Order; (iv) the Claims Procedure Order; (v) the Meeting Order; (vi) 1he Sanction 
Order; (vii) any other Order granted in connection with the CCAA Proceeding or 
the Restructuring Transaction by the Court or any other court of competent 
jurisdiction in Canada, the United States, Hong Kong, the PRC or any other 
jurisdiction; and (viii) the Plan (as it is approved by the Required Majority and the 
Sanction Order); 

(bb) any and all court-imposed charges on any assets, property or undertaking ofSFC, 
including the Charges, shall be discharged on the Plan Implementation Date on 
terms acceptable to the Initial Consenting Noteholders and SFC, each acting 
reasonably; 

(cc) SFC shall have paid, In full, the Expense Reimbursement a.nd all fees and costs 
owing to the SFC Advisors on the Plan Implementation Date, and neither Newco 
nor Newco II shall have any liability for any fees or expenses due to the SFC 
Advisors or the Noteholder Advisors either as at or following the Plan 
Implementation Date; 

(dd) SFC or the Subsidianes shall have paid, In full all fees owing to each of Chandler 
Fraser Keating Limited and Spencer Stuart on the Plan Implementation Date, and 
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neither Newco nor Newco II shall have any liability for any fees or expenses due 
to either Chandler Fraser Keating Limited and Spencer Stuart as at or following 
the Plan Implementation Date; 

(ee) SFC shall have paid all Trustee Claims that are outstanding as of the Plan 
Implementation Date, and the Initial Consenting Noteholders shall be satisfied 
that SFC has made adequate provision in the Unaffected Claims Resorve for the 
payment of all Trustee Claims to be incurred by the Trustees after 'the Plan 
Implementation Date in connection with the perform11nce of their respective 
duties under the Note Indentures or this Pl11n; 

(ff) there shall not exist or have occurred any Material Adverse Effect, and SFC shall 
have provided the Initial Consenting Noteholders with a certificate signed by an 
officer of the Company, without any personal liability on the part of such officer, 
certifying compliance with this section 9. t (fl) as of the Plan Implementation 
Date; 

(gg) there shall have been no breach of the Noteholder Confidentiality Agreements (as 
defined in the RSA) by SFC or llllY of the Sino-Forest Representatives (as defined 
therein) in respect of the applicable Initial Consenting Noteholder; 

(hh) the Plan Implementation Date shall have occurred no later than January 15, 2013 
(or such later date as may be consented to by SFC and the Initial Consenting 
Noteholders); 

RSA Matters 

(Ii) all conditions set out In sections 6 and 7 of the RSA shall have been satisfied or 
waived in accordance with the terms of the RSA; 

(jj) the RSA shall not have been terminated; 

Other Matten 

(kk) the organization, incorporating documents, articles, by-laws and other constating 
documents of SFC Escrow Co. and all definitive legal documentation in 
connection with SFC Escrow Co., shall be acceptable to the Initial Consenting 
Noteholders and the Monitor and In form and in substance reasonably satisfactory 
to SFC; 

(11) except as expressly set out In this Plan, SFC Escrow Co. shall not have: (i) Issued 
or authorized the issuance of any shares, notes, options, warrants or other 
securities of any kind, (Ii) become subject to any Encumbrance with respect to its 
assets or property; (iii) acquired any assets or become liable to pay any 
indebtedness or liability of any kind (other than as expressly set out in this Plan): 
or (iv) entered into any agreement; 
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(mm) the Initial Consenting Noteholders shall have completecl clue diligence ia respect 
of SFC and the Subsidiaries and the results of such due diligence shall be 
acceptable to the Initial Consenting Noteholders prior to the date for the hearing 
of the Sanction Order, except in respect of any new material infonnation or events 
arising or discovered on or after the date of the hearing for the Sanction Order of 
which the Initial Consenting Noteholders were previously waware, in respect of 
which the date for the Initial Consenting Noteholders to complete such due 
diligence shall be the Plan Implementation Date, provided that "new material 
infonnation or events" for purposes of this Section 9.l(mm) shall not il'lclude any 
information or events disclosed prior to the date of the hearing for the Sanction 
Order in a press release issued by SFC, an affidavit filed with the Court by SFC or 
a Monitor's Report filed with the Court; 

(nn) if so requested by the Initial Consenting Noteholders, the Sanction Order shall 
have been recognized and confinned as binding and effective pursuant to an order 
of a court of competent jurisdiction In Canada and 1111y other jurisdiction requested 
by the Initial Consenting Noteholders, and all applicable appeal periods in respect 
of any such recognition order shall have expired and any appeals therefrom shall 
have been disposed of by the applicable appellate court; 

(oo) all press releases, disclosure documents and definitive agreements in respect of 
the Restructuring Transaction or the Plan shall be In form and substance 
satisfactory to SFC and the Initial Consenting Noteholders, each acting 
reasonably; and 

(pp) Newco and SFC shall have entered into arrangements reasonably satisfactory to 
SFC and the Initial Consenting Noteholders for ongoing preservation and access 
to the books and records of SFC and the Subsidiaries in existence as at the Plan 
Implementation Date, as such access may be reasonably requested by SFC or any 
Director or Officer in the future in connection with any administrative or legal 
proceeding, In each such case at the expense of the Person making such request. 

For greater certainty, nothing In Article 1 l hereof is a condition precedent to the implementation 
of the Plan. 

9.2 Monitor's Certificate of Plan Implementation 

Upon delivery of written notice from SFC and Ooodmans LLP (on behalf of the Initial 
Consenting Noteholders) of the satisfaction of the conditions set out in section 9.1, the Monitor 
shall deliver to Ooodmans LLP and SFC a certificate stating that the Plan Implementation Date 
has occurred and that the Plan and the Sanction Order are effective in accordance with their 
respective terms. Following the Plan Implementation Date, the Monitor shall file such certiticiite 
with the Court. 
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ARTICLElO 
ALTERNATIVE SALE TRANSACTION 

10.1 Alternative Sale Transaction 

At any time prior to the Plan Implementation Date (whether prior to or after the granting 
of the Sanction Order). and subject to the prior written consent of the Initial Consenting 
Noteholders, SFC may complete a sale of all or substantially all of the SFC Assets on terms that 
are acceptable to the Initial Consenting Noteholders (an "Altematlve Sale Transaction'~. 
provided that such Alternative Sale Transaction has been approved by the Court pursumrt to 
section 36 of the CCAA on notice to the service list. In the event that such an Alternative Sale 
Transaction is completed, the tenns and conditions of this Plan shall continue to apply in all 
respects, subject to the following: · 

(a) The Newco Shares and Newco Notes ·shall not be distributed in the manner 
contemplated herein. Instead, the consideration paid or payable to SFC pursuant 
to the Alternative Sale Transaction (the "Alternative Sale Transaction 
Consideration") shall be distributed to the Persons entitled to receive Newoo 
Shares hereunder, and such Persons shall receive the Alternative Sale Transaction 
Consideration in the .same proportions and subject to the same terms and 
conditions as are applicable to the distribution ofNewco Shares hereunder. · 

(b) All provisions in this Plan that address Newco or Newco II shall be deemed to be 
ineffective to the extent that they address Newco or Newco 11, given that Newco 
and Newco Il will not be required in connection with an Alternative Sale 
Transaction. 

(c) All provisions addressing the Newco Notes shall be deemed to be Ineffective to 
the extent such provisions address the Newco Notes, given that the Newco Notes 
will not be required in connection with an Alternative Sale Transaction. 

(d) All provisJons relating to the Newco Shares shall be deemed to address the 
Alternative Sale Transaction Consideration to the limited extent such provisions 
address the Newco Shares. 

(e) SFC, with the written consent of the Monitor and the Initial Consenting 
Noteholders, shall be permitted to make such amendments, modifications ood 
supplements to the tenns and conditions of this Plan as are necessary to; (i) 
facilitate the Alternative Sale T.ransaction; (ii) cause the Alternative Sale 
Transaction Consideration to be distributed in the same proportions and subject to 
the same terms and conditions as are subject to the distribution ofNewco Shares 
hereunder; and (ill) complete the Alternative Sale Transaction and distribute the 
Alternative Sale Transaction Proceeds in a manner that is tax efficient for SFC 
and the Affected Creditors with Proven Claims, provided in each case that (y) a 
copy of such amendments, modifications or supplements is filed with the Court 
and served upon the service list; and (z) the Monitor is satisfied that such 
amendments, modifications or supplements do not materially alter the 
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proportionate entitlements of the Affected Creditors, ·as amongst themselve&t to 
the consideration distributed pursuant to the Plan. 

Except for the requirement of obtaining the prior written consent of the Initial Consenting 
Noteholders with respect to the matters set forth in this section 10.1 and subject to the approval 
of the Alternative Sale Transaction by the Court pursuant to section 36 of the CCAA .(on notice 
to the service list). once this Plan has been approved by the Required Majority of Affected 
Creditors, no further meeting, vote or approval of the Affected Creditors shall be required to 
enable SFC to complete an Alternative Sale Transaction or to amend the Plan In the rruuµier 
descri.bed in this 10.l. 

ARTICLEll 
SETTLEMENT OJI' CLAIMS AGAINST THIRD PARTY DEFENDANTS 

11.1 Ernst&: Young 

(a) Notwithstanding anything to the contrary herein, subject to: (i) the granting of the 
Sanction Order: (ii) the Issuance of the Settlement Trust Order (as may' be 
modified in a manner satisfactory to the parties to the Ernst & Young Settlement 
and SFC (if occurring on or prior to the Plan Implementation Date), the Monitor 
and the Initial Consenting Noteholders, as applicable, to the extent, if any, that 
such modifications affect SFC, the Monitor or the Initial Consenting Noteholders, 
each acting reasoaably); (iii) the granting of an Order under Chapter 1 S of the 
United States Bankruptcy Code recognizing and enforcing the Sanction Order and 
the Settlement Trust Order in the United States; (iv) any other order necessary to 
give effect to the Ernst & Young Settlement (the ·Orders referenced in (iii) and '(iv) 
being collectively the "Ernst & Young Orders'1> (v) the fulfillment of all 
conditions precedent ln the Ernst & Young Settlement and the fulfillment by the 
Ontario Class Action Plaintiffs of all of their obligations thereunder; and (vi) the 
Sanction Order, the Settlement Trust Order and all Ernst & Young Orders being 
final orders and not subject to further appeal or challenge, Ernst & Young shall 
pay the settlement amount as provided in the Ernst & Young Settlement to the 
trust established pursuant to the Settlement Trust Order (the "Settlement Trust"). 
Upon receipt of a certificate from Ernst & Young confirming it has paid· the 
settlement amount to the Settlement Trust in accordance with the Ernst & Young 
Settlement and the trustee of the Settlement Trust confirming receipt of such 
settlement amount, the Monitor shall deliver to Ernst & Young a certificate (the 
"Monitor's Ernst & Young Settlement Certificate") stating that (i) Ernst & 
Young has confirmed that the settlement amount has been paid to the Settlement 
Trust In accordance with the Ernst'& Young Settlement; (ii) the t.l'Ulltee of the 
Settlement Trust has confirmed that such settlement amount has been receive<J by 
the Settlement Trust; and (iii) the Ernst & Young Release is in full force and 
effect in accordance with the Plan. The Monitor shall thereafter file the Monitor's 
Ernst & Young Settlement Certificate with the Court. 

(b) Notwithstanding anything to the contrary herein, upon receipt by the Settlement 
Trust of the settlement amount in accordance with the Ernst & Young Settlement: 

410 
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(i) all Ernst & Young Claims shall be fully, finally, irrevocably and forever 
compromised, released, discharged, cancelled, barred and deemed .satisfied and 
extinguished as .against Ernst & Young; (ii) section 7 .3 hereof shall apply to Ernst 
& Young and the Ernst & Young Claims mutatls mutandls on the Ernst & Young 
Settlement Date; and (iii) none of the plaintiffs in the Class Actions shall be 
permitted to claim from any of the other Third Party Defendants that portion of 
any damages that corresponds to the liability of Ernst & Young, proven at b'ial or 
otherwise, that is the subject of the Ernst & Young Settlement. 

(c) In the event that the Ernst & Young Settlement is not completed in accordance 
with its terms, the Ernst & Yomig Release and the injunctions described in section 
11.l(b) shall not become effective. 

11.2 Named Third Party Defendants 

(a) Notwithstanding anything to the contrary in section 12.5(a) or l2.5(b) hereof, at 
any time prior to 10:00 a.m. (foronto time) on December 6, 2012 or such later 
date as agreed in writing by the Monitor, SFC (if on or prior to the Plan 
Implementation Date) and the Initial Consenting Noteholders, Schedule "A" to 
this Plan may be amended, restated, modified or supplemented at any time and 
ftom time to time to add any Eligible Third Party Defendant as a ''Named Third 
Party Defendant", subject in each case to the prior written consent of such Third 
Party Defendant, the Initial Consenting Noteholders, counsel to the Ontario Class 
Action Plaintiffs, the Monitor and, if occurring on or prior to the Plan 
Implementation Date, SFC. Any such amendment, restatement, modification 
and/or supplement of Schedule "A" shall be deemed to be effective automatically 
upon all such required consents being received. The Monitor shall: (A) provide 
notice to the service list of any such amendment, restatement, modification and/or 
supplement of Schedule "A"; (B) file a copy thereof with the Court; and (C) post 
an electronic copy thereof on the Website. All Affected Creditors shall be 
deemed to consent thereto any and no Court Approval thereofwlll be required. 

(b) Notwithstanding anything to the contrary herein, subject to: (I) the granting of the 
Sanction Order; (ii) the granting of the applicable Named Third P.arty Defendant 
Settlement Order: and (iii) the satisfaction or waiver of all conditions precedent 
contained in the applicable Named Third Party DefendMt Settlement, the 
applicable Named Third Party Defendant Settlement shall be given effect in 
accordance with Its terms. Upon receipt of a certificate (in form and in substance 
satisfactory to the Monitor) from each of the parties to the applicable Named 
Third Party Defendant Settlement confirming that all conditions precedent thereto 
have been satisfied or waived, and that any settlement funds have been paid and 
received, the Monitor shall deliver to the applicable Named Third Party 
Defendant a certificate {the "Monitor's Named Third Party Settlement 
Certificate") stating that (i) each of the parties to such Named Third Party 
Defendant Settlement has confinned that all conditions precedent thereto have 
been satisfied or waived; (ii) any settlement funds have been paid and received; 
and (iii) lnunedlately upon the delivery of the Monitor's Named Third Party 
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Settlement Certificate, the applicable Named Third Party Defendant .Release will 
be in full force and effect in accordance with the Plan. The Monitor shall 
thereafter file the Monitor's Named Third Party Settlement Certificate with the 
Court. 

(c) Notwithstanding anything to the contrary herein, upon delivery of the Monitor's 
Named Third Party Settlement Certificate, any claims and Causes of Action shall 
be dealt with in accordance with the terms of the applicable Named Third Party 
Defendant Settlement, the Named Third Party Defendant Settlement Order and 
the Named Third Party Defendant Release. ·To the extent provided for by the 
tenns of the applicable Named Third Party Defeedant Release: (i) the applicable 
Causes of Action against the applicable Named Third Party Defendant shall be 
fully, finally, irrevocably and forever compromised, released, discharged, 
cancelled, barred and deemed satisfied and extinguished as against the applicable 
Named Third Party Defendant; and (ii) section 7.3 hereof shall apply to the 
applicable Named Third Party Defendant and the applicable Causes of Action 
against the applicable Named Third Party Defendant mutarts mutandls on the 
effective date of the Named Third Party Defendant Settlement. 

12.1 Binding Effect 

ARTICLE 12 
GENERAL 

On the Plan Implementation Date: 

(a) the Plan will become effective at the Effective Time; 

(b) the Plan shall be flna1 and binding in accordance with its terms for all purposes on 
all Persons named or referred to in, or subject to, the Plan and their respective 
heirs, executors, administrators and other legal representatives, successors and 
assigns; 

(c) each Person named or referred to in, or subject to, the Plan will be deemed to have 
consented and agreed to all of the provisions of the Plan, in its entirety and shall 
be deemed to have executed and delivered all consents, releases, assignments and 
waivers, statutory or otherwise, required to implement and carry out the Plan in its 
entirety. 

12.2 Waiver ofDefaults 

(a) From and after the Plan Implementation Date, all Persons shall be deemed to have 
waived any and all defaults of SFC then existing or previously committed by 
SFC, or caused by SFC, the commencement of the CCAA Proceedings by SFC, 
any matter pertaining to the CCAA Proceedings, any of the provlsions in the Plan 
or steps contemplated in the Plan; or non~compliance with any covenant, 
warranty, representation, tenn, provision, condition or obligation, expressed 01· 
implied, in any contract, instrument, credit document, indenture, note, lease, 
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guarantee, agreement for sale or other agreement, written or oral, and any and all 
amendments or supplements thereto, existing between such Person and SFC, and 
any and all notices of default and demands for payment or any step or proceeding 
taken or commenced in connection therewith under any such agreement shall be 
deemed to have been rescinded and of no further force or effect, provided that 
nothing shall be deemed to excuse SFC from performing its obligations wider the 
Plan or be a waiver of defaults by SFC under the Pian and the related documents. 

(b) Effective on the Plan Implementation Date, any and all agreements that are 
assigned to Newco and/or to Newco II as part of the SFC Assets shall be and 
remain in full force and effect, unamended, as at the Plan Implementation Date, 
and no Person shall, following the Plan Implementation Date, aocelerate, 
tenninate, rescind, refuse to perfonn or otherwise repudiate its obligations under, 
or enforce or exercise any right (including any right of set-off, dilution or other 
remedy) or make any demand against Newco, Newco II or any Subsidiary under 
or in respect of any such agreement with Newco, Newco II -or any Subsidiary, by 
reason of: 

(i) any event that occurred on or prior to the Plan Implementation Date that 
would have entitled any Person thereto to enforce those rights or remedies 
(including defaults or events of default arising as a result of the insolvency 
ofSFC); 

(ii) the fact that SFC commenced or completed the CCAA Proceedings; 

(iii) the implementation of the Plan, or the completion of any of the steps, 
transactions or things contemplated by the Plan; or 

(iv) any compromises, arrangements, transactions, roleases, discharges or 
injunctions effected pursuant to the Plan or this Order. 

12.3 Deeming Provisions 

In the Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable. 

12.4 Non-Consummation 

SFC reserves the right to revoke or withdraw the Plan at any time prior to the Sanction 
Date, with the consent of the Monitor and the Initial Consenting Noteholders. If SFC so revokes 
or withdraws the Plan, or if the Sanction Order is not issued or if the Plan Implementation Date 
does not occur, (a) the Plan shall be null and void in all respects, (b) any settlement or 
compromise embodied in the Plan, including the fixing or limiting to an amount certain any 
Claim, and any document or agreement executed pursuant to the Plan shall be deemed null and 
void, and (c) nothing contained In the Plan, and no acts taken in preparation for consummation of 
the Plan, shall (i) constitute or be deemed to constitute a waiver or release of any Claims by or 
against SFC or any other Person; (ii) prejudice in any manner the rights of S.FC or any other 
Person in any further proceedings involving SFC: or (iii) constitute an admission of any sort by 
SFC or any other Person. 
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12.5 Modification of the Plan 

(a) SFC may, at any time and from time to time, amend, restate, modify and/or 
supplement the Plan with the consent of the Monitor and the Initial Comenting 
Noteholders, provided thtlt: any such amendment, restatement, modification or 
supplement must be contained in a written document that is filed with the Court 
and: 

(i) if made prior to or at the Meeting: (A) the Monitor, SFC or the Chair. (as 
defined in the Meeting Order) shall communicate the details of any such 
lllllCndment, restatement, modification and/or supplement to Affected 
Creditors and other Persons present at the Meeting prior to any vote being 
taken at the Mee.ting; (B) SFC shall provide notice to the service list of 
any such amendment, restatetnent, modification and/or supplement and 
shall file a copy thereof with the Court forthwith and in any event prior to 
the Court hearing in respect of the Sanction Order; and (C) ·the Monitor 
shall post an electronic copy of such amendment, restatement, 
modification and/or supplement on the Website forthwith and .ln any event 
prior to the Court hearing in respect of the Sanction Order; and 

(ii) if made following the Meeting: (A) SFC shall provide notice to the service 
list of any such llDlendment, restatement, modification and/or supplement 
and shall tile a copy thereof with the Court; (B) the Monitor shall post an 
electronic copy of such amendment, restatement, modification and/or 
supplement on the Website; and (C) such amendment, restatement, 
modification and/or supplement shall require the approval of the Court 
following notice to the Affected Creditors and the Trustees. 

(b) Notwithstanding section 12.S(a), any amendment, restatement, modification or 
supplement may be made by SFC: (i) if prior to the Sanction Date, with the 
consent of the Monitor and the Initial Consenting Noteholders; 11Dd (ii) if after the 
Sanction Date, with the consent of the Monitor and the Initial Consenting 
Noteholders and upon approval by the Court, provided in each case that it 
concerns a matter that, in the opinion of SFC, acting reasonably, is of an 
administrative nature required to better give effect to the Implementation of the 
Plan and the Sanction Order or to cure any errors, omissions or ambiguities and is 
not materially adverse to the financial or economic interests of the Affected 
Creditors or the Trustees. 

(c) Any amended, restated, modified or supplementary plan or plans of compromise 
filed with the Court and, if required by this section, approved by the Court, shall, 
for all purposes, be and be deemed to be a part of and incorporated ln the Plan. 

12.6 Act.Ions and Approvals of SFC after Plan Implementation 

(a) From and after the Plan Implementation Date, and for the purpose of this Plan 
only: 
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(i) if SFC does not have the ability or the capacity pursuant to Applicable 
Law to provide its agreement, waiver, consent or approval tci any matter 
requiring SFC's agreement, waiver, consent or approval under this Plan, 
such agreement, waiver consent or approval may be provided by the 
Monitor; and 

(ii) if SFC does not have the ability or the capacity pursuant to Applicable 
Law to provide its agreement, waiver, consent or approval to any matter 
requiring SFC's agreement, waiver, consent or approval under this Plan, 
and the Monitor has been discharged pursuant to en Order, such 
agreement, waiver consent or approval shall be deemed not to' be 
necessary. 

12. 7 Consent of the Initial Consenting Noteholden 

For the purposes of this Plan, any matter requiring the agreement, waiver, consent or 
approval of the Initial Consenting Noteholders shall be deemed to have been agreed to, waived, 
consented to or approved by such Initial Consenting Noteholders if such matter is agreed to, 
waived, consented to or approved in writing by Goodmans LLP, provided that Ooodmans LLP 
expressly confinns in writing (including by way of e-mail) to the applicable Person that it is 
providing such agreement, consent or waiver on behalf of Initial Consenting Noteholders. In 
addition, following the Plan Implementation Date, any matter requiring the agreement, waiver, 
consent or approval of the Initial Consenting Noteholders shall: (i) be deemed to have been given 
if agreed to, waived, consented to or approved by Initial Consenting Noteholders in 1heir 
capacities as holders ofNewco Shares, Newco Notes or Litigation Trust Interests (provided that 
they continue to hold such consideration); and (ii) with respect to any matter concerning the 
Litigation Trust or the Litigation Trust Claims, be deemed to be given if agl'Ced to, waived, 
consented to or approved by the Litigation Trustee. 

12.8 Claims Not Subject to Compromise 

Nothing in this Plan, including section 2.4 hereof, shall prejudice, compromise, release, 
discharge, cancel, bar or otherwise affect any: (i) Non-Released D&O Claims (except to the 
extent that such Non-Released D&O Claim is asserted against a Named Director or Officer, in 
which case section 4.9(g) applies); (ii) Section 5.1 (2) D&O Claims or Conspiracy Claims'( exeept 
that, in accordance with section 4.9(e) hereof, any Section 5.1(2) D&O Claims against Named 
Directors and Officers and any Conspiracy Claims against Named Directors and Officers shall be 
limited to recovery from any insurance proceeds payable in respect of such Section 5.1(2) D&O 
Claims or Conspiracy Claims, as applicable, pursuant to the Insurance Policies, and Persons with 
~y such Section 5.1(2) D&O Claims against Named Directors and Officers or CQnspiracy 
Claims against Named Directors and Officers shall have no right to, and shall not, mllke any 
claim or seek any recoveries from any Person, other than enforcing such Persons' rights to be 
paid from the proceeds ofan Insurance Policy by the applicable insurer(s)); or (iii) any Claims 
that are not permitted to be compromised under section 19(2) of the CCAA. 
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12.9 Paramountcy 

From and after the Effective Time on the Plan Implementation Date, any conflict 
between: 

(a) the Plan; and 

(b) the covenants, WIUT8nties, representations, terms, conditions, provisions or 
obligations, expressed or implied, of any contract, mortgage, security agreement, 
indenture, trust indenture, note, loan agreement, commitment letter, agreement for 
sale, lease or other agreement, written or oral and any and all amendments or 
supplements thereto existing between any Person and SFC and/or the Subsidiaries 
as at the Plan Implementation Date, 

will be deemed to be governed by the terms, conditions and provisions of the Plan and the 
Sanction Order, which shall take precedence and .priority. 

12.10 Foreign Recognition 

(a) 

(b) 

From and after the Plan Implementation Date, if requested by the Initial 
Consenting Noteholders or Newco, the Monitor (at the Monitor's election) or 
Newco (if the Monitor does not so elect) shall and is hereby authorized to seek an 
order of any court of competent jurisdiction recognizing the Plan and the Sanction 
Order and confinnlng the Plan and the Sanction Order as binding and effective in 
Canada, the United States, and any other jurisdiction so requested by the Initial 
Consenting Noteholders or Newco, as applicable. 

Without limiting the generality of section 12.lO(a), as promptly as praeticable, but 
in no event later than the third Business Day following the Plan lniplementation 
Date, a foreign representative of SFC (as agreed by SFC, the Monitor and. the 
Initial Consenting Noteholders) (the "Foreign Representative") .shall commence 
a proceeding in a court of competent jurisdiction in the United States seeking 
recognition of the Plan and the Sanction Order and confirming that the Plan and 
the Sanction Order are binding and effective in .the United States, and the Foreign 
Representative shall use its best efforts to obtain such recognition order. 

12.11 Severability of Plan Provisions 

If, prior to the Sanction Date, any term or provision of the Plan is held by the Court to be 
invalid, void or unenforceable, the Court, at the request of SFC and with the consent of the 
Monitor and the Initial Consenting Noteholders, shllll have the power to either (.a) sever such 
tenn or provision from the balance of the Plan and provide SFC with the option to proceed with 
the implementation of the balance of the Plan as of and with effect from the Plan Implementation 
Date, or (b) alter and interpret such term or provision to make it valid or enforceable to the 
maximum extent practicable, consistent with the original purpose of the term or provision held to 
be invalid, void or unenforceable, and such term or provision shall then be applicable as altered 
or interpreted. Notwithstanding any such holding, alteration or interpretation, and provided that 
SFC proceeds with the implementation of the Plan, the remainder of the terms and provisions of 



the Plan shall remain in full force and effect and shall In no way be affected, impaired or 
invalidated by such holding, alteration or interpretation. 

12.12 Reaponsibilitiea of the Monitor 

The Monitor is acting in its capacity as Monitor in the CCAA Proceeding and the Plan 
with respect to SFC and will not be responsible or liable for any obligations of SFC. 

12.13 Different Capacities 

Persons who are affected by this Plan may be affected in more than one capacity. Unless 
expressly provided herein to the contrary, a Person will be entitled to participate hereunder, and 
will be affected hereunder, in each such capacity. Any action taken by or treatment of a Person 
in one capacity will not affect such Person in any other capacity, unless expressly agreed by the 
Person, SFC, the Monitor and the Initial Consenting Noteholders in writing, or unless the 
Person's Claims overlap or are otherwise duplicative. 

12.14 Notices 

Any notice or other communication to be delivered hereunder must be ln writing and 
reference the Plan and may, subject as hereinafter provided, be made or given by personal 
delivery, ordinary mail or by facsimile or email addressed to the respective parties as follows: 

(a) if to SFC or any Subsidiary: 

Sino-Forest Corporation 
Room 3815·29 38/F, Sun Hung Kai Centre 
30 Harbour Road, Wanchal, Hong Kong 

Attention: 

Fax: 

Mr. Judson Martin, Executive Vice-Chainnan and Chief 
Executive Officer 
+852-2877..()()62 

with a copy by email or fax (which shall not be deemed notice) to: 

Bennett Jones LLP 
One First Canadian Place, Suite 3400 
Toronto, ON MSX 1A4 

Attention: 
Email: 
Fax: 

Kevin J. Zych and Raj S. Sahni 
zycbk@bellllettjones.com and sahnir@bennettjones.com 
416-863-1716 
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(b) if to the Initial Consenting Noteholders: 

c/o Goodmans LLP 
Bay Adelaide Centre 
333 Bay Street, Suite 3400 
Toronto, Ontarie MSH 287 

Attention: Robert Chadwick and Brendan O'Neill 
Email: rchadwick@goodmans.ca and boneill@goodmans.ca 
Fax: 416-979-1234 

and with a copy by email or fax (which shall not be deemed notice) to: 

Hotfan Lovells International LLP 
11 Floor, One Pacific Place, 88 Queensway 
Hong Kong China 

Attention: Neil McDonald 
Email: neU.mcdonald@hoganlovells.com 
Fax: 852-2219-0222 

(c) if to the Monitor: 

FTI Consulting Canada Inc. 
TD Waterheuse Tower 
79 Wellington Street West 
Suite 2010, P.O. Box 104 
Toronto, ON MSK 108 

Attention: 
Email! 
Fax: 

Oreg Watson 
greg. watson@fticonsulting.com 
(416) 649·8101 

and with a copy by email or fax (which shall not be deemed notice) to: 

Cowling Lafleur Henderson LLP 
l First Canadian Place 
100 King StreetWest, Suite 1600 
Toronto, Ontario MSX 105 

Attention: 
Email: 
Fax: 

(d) if to Ernst & Young: 

Derrick Tay 
derrick.tay@gowlings.com 
(416) 862-7661 

Ernst & Young LLP 
Ernst & Young Tower 
222 Bay Street 
P.O. Box: 251 
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Toronto, ON M5K 1J7 

Attention: 
Email: 
Fax: 

Doris Stmnrnl 
doris.stamml@ca.ey.com 
(416) 943"[TBD] 

and with a copy by email or fax (which shall not be deemed notice) to: 

Lenczner Slaght Royce Smith Oriffin 
130 Adelaide Street West, Suite 2600 
Toronto, Ont.ario MSH 3P5 

Attention: 
Email: 
Fax: 

Peter Oriftln 
pgriffin@litigate.com 
(416) 865"2921 

or to such other address as any party may from time to time notify the others in accordance with 
this section. Any such communication so given or made shall be deemed to have been given or 
made and to have been received on the day of delivery If delivered, or on the day of faxing or 
sending by other means of recorded electronic communication, provided tl>.at such day in either 
event is a Business Day and the communication ls so delivered, faxed or sent before S:OO p.m. 
(Toronto time) on such day. Otherwise, such communication shall be deemed to have been 
given and made and to have been received on the next following Business Day. 

12.15 Further Assurances 

SFC, the Subsidiaries and any other Person named or referred to in the Plan will execute 
and deliver all such documents and instruments and do all such acts and things as may be 
necessary or desirable to carry out the full intent and meaning of the Plan and to give effect to 
the transactions contemplated herein. 

DATED as of the 3111 day of December, 2012. 

111'18116 
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SCHEDULE A 

NAMEDTIDRDPARTYDEFENDANTS 

1. The Underwriters, together with their respective present and fonner affiliates, partners, 
associates, employees, servants, agents, contractors, directors, officers, insurers and 
successors, administrators, heirs and assigns, excluding any Director or Officer and 
successors, administrators, heirs and assigns of any Director or Officer in their capacity 
as such. 

2. Ernst & Young LLP (Canada), Ernst & Young Global Limited and all other member 
firms thereof, together with their respective present and former affiliates, partnei:s, 
associates, employees, servants, agents, contractors, directors, officers, insurers 'and 
successors, administrators, heirs and assigns, ex-eluding any Director or Officer and 
successors, administrators, heirs and assigns of any Director or Officer in their capacity 
as such, in the event that the Ernst & Young Settlement is not completed. 

3, BDO Limited, together with Its respective present and former affiliates, partners, 
associates, employees, servants, agents, contractors, directors, officers, insurers and 
successors, administrators, heirs and assigns, excluding any Director or Officer and 
successors, administrators, heirs and assigns of any Director or Officer in their capacity 
as such. 

420 



23 

Schedule "B" 
FORM OF MONITOR'S CERTIFICATE Oil' PLAN IMPLEMENTATION 

Court File No. CV-12·9667·00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 
COMMERCIAL LIST 

IN THB MA TTBR OF THE COMPANIES' CREDITORS 
A.RRANOEMBNI' ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

MONITOR'S CERTIFICATE 
(Plan Implemontaiton) 

All oapltaliz.ed terms not otherwise defined herein shall have the meanings ascribed 

thereto in the Plan of Compromise and Reorganization of Sino-Forest Corporation ("SFC'') 

dated December 3, 2012 (the 11Plan"), which Is attached M Schedule 11A" to the Order of tho 

Honourable Mr. Justice Morawetz made in these proceedings on the [71b) day of December, 2012 

(the "Order"), as such Plan may be furfuor lllllended, wried or supplemented from time to time 

in aooordance with the terms thereof. 

Pursuant to plll'agraph 12 of the Order, FTI Consulting Canada Inc. (the "Monitor") in its 

capacity as Court-appointed Monitor of SFC dollvers to SFC and. Ooodmans LLP tbls oertiffoate 

and hereby certifies that: 

1. The Monitor haa reoeived wrltton notice ft·om SFC and Ooodmans LLP (on bohalf 

of the Initial Consenting Noteholders) that the conditions preoodent set out in -seetion 9.1 of the 

Plan have boon satisfied or waived ln accordance with the terms of the Plan; and 

2. The Plan Implementation Date has occurred and the Plan and the Plan Sanction 

Order are effeotlve in accordance with their terms. 
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DATED at the City of Toronto, in the Province of Ontario, this • day of• , 201 •. 

Fri CONSULTING CANADA INC., in its 
capacity 118 Court~appolnted Monitor of the Sino~ 
Forest Corporation and not in its personal oapaoity 

By:~~~~~~~~~~~~~-
Name: 
Title: 
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FORM 14 FORMULAIRB 14 I+ I fnctuetry CWlsdq lnduetrle Cpnsdq ARTICl..ES OF REORGANIZATION 01.AUSES PE REORC3ANJSATION 
Oflnackt ·B\mlno" Loi Ol\hadlenna 1ur \oo 
Oorpor~tlona Aot eool616t flllr aollona 

1 •• Name of Corporation - OOnomlnatlon 1ool11le de la $ool&I~ 

Sino-~oreat coi:poration 

Please aee Schedule A attached hereto, 

(SECTION 191) {ARTlCLE 191) 

409023-3 

0Qnlorm6men1 A ro«1onnanov de reorgonl811tton, lee •l11tut1 comUtutlfa 
eon! modifl6a comme aull : 



Schedule A 

3. In aooordance with the order for reorganization, the articles of oontinuanoo of the Corporation 
dated June 25, 2002, as amended by mioles of amendment dated June 22, 2004, are amended as 
follows: 

(a) to decrease the minimum number of directors of the Corporation ftom three (3) direotors to 
ono (1) director; 

.(b) to oreate a new class of sbarea consisting of an unlimited number of "Class A Common 
Shares" having the following rights, prlvllcgos, l'Clltriotions Md conditions: 

The holders of Class A Common Shares ftl'O entitled: 

(i) to two (2) votes per Chum A Common Share at any mooting of shareholders of the 
Corporatlon, except meetings at which only holders of a specified .olass of shares are 
entitled to vote; 

(Ii) subject to the rights, privileges, restrictions and oondltions attaching to shares of 1111y 
other class or series of shares of the Corporation, to receive the remabtlng property of the 
Corporation upon dissolution pro rata with the holders -of the Common Shatcs; ~d 

(iii) subject to the rights, privileges, restrictions and conditions attaching to shares of any 
other class or series of shares of the Corporation, to receive any dividend deolared by the 
directors of the Corpomtlon and payable on the ClllSS A Common Shares. 

(o) to delete the rights, privileges, restrlctlons and oondltlons attaching to the Common .Shares 
QJld to substitute thorofor the following: 

(1) The holders of Common Shares are entitled: 

(i) to one (1) vote per Common Share at any meeting of shareholders of the 
Corporation, except meetings at which only holders of.a speoiflod class of shares 
ate entitled to voto; 

(ii) subject to the rights, privileges, restrlotions and conditions attllcbing to shares 
of any other cl11Ss or series of shares of the Corporation, to receive the remahilng 
property of the Corpomtion upon dissolution pro rata with the holders of the ClllSS 
A Common Shares; 11nd 

(ill) subject to the rights, privileges, 1'8Striotions and conditions attaching ·to sbares 
of 1111y other ollUIS or series of shares of the Corporation, to receive any dividend 
declarod by the directors of the Corporation and payable on the Conunon Shares. 

(2) At a time to bo detormined by tho board of directors of 1he Corpor&don, the Common 
Shares shall be canoolled and eliminated for no considoration whatsoover, lltld shall be of 
no further force and effeot, whether surrendered for cancellation or otherwise, and the 
obligation of the Corporation thereunder or in any way related thereto shall be doemod to 
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be satisfied and disoharged Md the holders of the Common Shares llhall have no further 
rights or interest in the Corporation on acoount thereof lllld the rights, privileges, 
restriotions and conditions attaohed to the Common Shares shall bo deleted, 

( d) to oonfirm that the authorized capital of the Corporation consists of an unlimited number of 
Class A Common Shares, an unlimited number of Common Sba:ros 11nd an unllmited number of 
Prcforenoo Stwes, 188\lable In series, 
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Sohedale 4'D" 

1. Unaffeoted Claims Reserve: $1,500,000 

2. Unresolved Claims Reserve for Defenoe Collts: $8,000,000 



IN'IHE MATIER.OF THE COMPANIES CREDITORS' ARRANGEMENT ACT. R.s.C.1985, c. C-36, AS AMENDED .ANDJNT.HE 
MATI'ER OF A PLAN OR COMFROMISE OR ARRANGEMENT OF SINO-FOR£8T CORPORATION . 

Court File No. CV-12-9667~0CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMER.CIALLIST} 

PLAN SANCTION ORD.ER 

BEN.NE1T JONES LLl' 
ODe Fiist Omacflan Place 
Salle 3400, p_o. Box BO 
Toromo. Ontatlo 
M5X1A4 

.Rob Staley (LSUC #271 l5J) 
Kevfu.Zych ~C #33129'!) 
Derek Bell (LSUC #43420J) 
]c'1oafl mu Bell (LSUCJJS5457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 
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THIS IS EXHIBIT "D" REFERRED TO IN THE 

AFFIDAVIT OF HEATHER PALMER 

SWORN BEFORE ME, THIS~ DAY OF APRIL, 2015 

A COMMISSIONER FOR TAKING AFFIDAVITS, ETC. 
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BARRISTERS 

Chris G. Paliare 

Ian J. Roland 

Ken Rosenberg 

Linda R. Rothstein 

Richard P. Stephenson 

Nick Coleman 

Margaret L. Waddell 

Donald K. Eady 

Gordon D. Capem 

Lily I. Harmer 

Andrew Lokan 

John Monger 

Odette Soriano 

Andrew C. Lewis 

Megan E. ShOflnled 

Massimo Slamino 

KsrenJones 

Robert A. Centa 

Nini Jones 

Jeffrey Larry 

Krletlan Borg-Olivier 

Emily Lawrence 

Denise Sayer 

Tina H. Lie 

Jean-Claude Kiley 

Jodi Martin 

MichaelFenricll 

Jessica Latimer 

Debra McKenna 

Lindsay Scott 

Alysha Shore 

Gregory Ko 

Denise Cooney 

stephen Goudge, Q.C. 

Robin D. Walker, Q.C. 

MCNORARY COUNSEL 

Ian G. Scott, Q.C., O.C. 
(1934 • 2006) 

April 1,2015 

VIA EMAIL 

Derek Bell and Robert W. Staley 
Bennett Jones LLP 
3400 One First Canadian Place 
P.O. Box 130 
Toronto, Ontario 
M5X 1A4 

Dear Sirs: 

Re: Sino-Forest Corporation 

Ken Rosenberg 
T 416.646.4304 Asst -416.646.7404 
F 416.646.4301 
E ken.rosenberg@poliarerolond.com 

www paliareroland.com 

File 80089 

We write in respect of the motion to approve the settlement between the Class 
Action Plaintiffs and the Dealers scheduled to be heard on May 11, 2015. 

The settlement agreement stipulates that the Dealers Settlement is a "Named 
Third Party Settlemenr under the CCAA plan of compromise and arrangement 
(the "Plan") and that the Dealers are to receive a "Named Third Party Settlement 
Release". 

At the recent attendance before Morawetz J., we understood that your firm was 
to consider this matter further and advise what position it would take. There was 
also discussion at that attendance that if there is opposition by the Litigation 
Trustee, that a schedule for the exchange of material should be considered. 

If the Litigation Trustee does wish to oppose, we propose the following timetable 
for the exchange of material: 

Class Action Plaintiffs' (and any Dealer) Record: 
Litigation Trustee's Motion Record (if any): 
Plaintiffs' and Dealers' Facts: 
Litigation Trustee's Factum: 
Plaintiffs' and Dealers' Reply Facta (if any): 

April 10, 2015 
April 17, 2015 
April 23, 2015 
April30,2015 
May 7, 2015 

We look forward to hearing from you on or before April 3rd regarding your 
position on the motion and if/as needed, about the proposed schedule. 

PALIAll ROLAND ROSENBERG ROTHSTllN LLP 
155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO MSV 3Hl T 416.646.4300 



Yours very truly, 
PALIARE ROlAND ROSENBERG ROTHSTEIN LLP 

Ken Rosenberg 
KR:ss 
c. Charles Wright 

Dimitri Lascaris 
Kirk M. Baert 
Garth Myers 
Syliva Tse 
Jonathan Ptak 
Andrew Gray 
John Fabello 
David Bish 

Doc 1403759 v1 

llAl.IARI ROLAND ROSENBERG ROTHSTEIN LLll 
155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO M5V 3Hl T 416.6.46.4300 
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THIS IS EXHIBIT "E" REFERRED TO IN THE 

AFFIDAVIT OF HEATHER PALMER 

SWORN BEFORE ME, THIS 9TH DAY OF APRIL, 2015 

A COMMISSIONER VR TAKINGAFFIDAVITS,ETC. 
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IHI Bennett 
Jones 

Robert W, Staley 
Direct Linc: 416.777.4857 
e-mail: staleyr@bennettjonea.com 

By Email: ken.rosenberg@paliareroland.com 

April 7, 2015 

Mr. Ken Rosenberg 
Paliare Roland Rosenberg Rothstein LLP 
155 Wellington Street West 
35lh Floor 
Toronto, ON MSV 3H1 

Dear Mr. Rosenberg: 

Re: Sino-Forest Corporation 

We acknowledge receipt of your letter dated April 1, 2015. 

433 

Bennen Jones LLP 

3400 One First canadlan Place, PO Box 130 

Toronto, Ontario, Canada MSX 1 A4 

Te1:416.863.1200 Fax: 416.863.1716 

As you are fully aware, the Litigation Trust's position concerning the underwriters' settlement 
remains unchanged from that articulated in our January 16, 2015 letter (copy attached), that was 
filed before Justice Morawetz on January 29, 2015. 

Contrary to the position articulated in your letter, the Litigation Trust did not indicate that it would 
"consider this matter further and advise what position it would take". Instead, the Litigation Trust 
indicated that it was prepared to engage in without prejudice discussions concerning terms under 
which the Litigation Trust would be prepared to consent to the underwriters' settlement, a consent 
that is required before the settlement can be approved. At that attendance, Justice Morawetz 
appeared to encourage the parties to engage in such discussions. Notwithstanding that advice, no 
such discussions have taken place. 

With respect to your proposed timetable, until we see your motion materials we cannot confirm that 
the Litigation Trust will not cross-examine on affidavits filed in support of the motion. We are not 
prepared to agree to a timetable that forecloses the possibility of cross-examinations. 
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April 7, 2015 
Page Two 

We also do not agree that a reply factum is necessary or permitted under the Rules. The Litigation 
Trust's position is fully articulated in its January 16, 2015 letter. There is no need for a reply factum 
when the Litigation Trust's arguments can be addressed in the moving parties' facta. 

Robert W. Staley 

RWS/11 
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Robort w. StRley 
Dlrool Line: 416.777.48'7 
o-m•ll: al~loyr@bonnottjonos.ooin 

January 16, 2015 

By E-Mail: agrny@torys.com 

Andrew Gray 
Torys LLP 
Suite 3000 
79 Wellington St W 
Box 270 TD Centre 
Toronto ON M5K 1 N2 

Dear Mr. Gray: 

Re: Sino-Forest Corporation 

435 

Bennett Jones LLP 

3400 One First C~ nadlan Pl~ce, PO Box t 30 

Toronto, Ontarll>, Canad~ M5X 1A4 

Tet416.863.1200 Fax: 416.863.1716 

We have consulted with the Litigation Trustee concerning your January 8, 2015 letter, and have been 
instructed to respond as follows. 

As you know, the Pl'an of Compromise and Reorganization (the "Plan") of Sino-Forest Corporation 
("Sino-Forest") creates a structure under which a Named Third Party Defendant1 may settle specified 
litigation in relation to Sino--Forest, including the Class Actions in which your clients, the 
Underwriters, are defendants. TI1e Plan allows Named Third Party Defendants, subject to certain 
conditions, to obtain a Named Third Party Defendant Release. Among the conditions specified in 
the Plan is the consent of Sino-Forest (pre-Plan implementation) and the Litigation Trustee (post· 
Plan implementation). The Plan was sanctioned by the court on December 10, 2012, and efforts to 
appeal from the Plan sanction order were unsuccessful. TI1e Plan is binding on the Underwriters. 

As part of the arrangements negotiated between the Unde1writers and Sino-Forest leading to 
approval of the Plan, Sino-Forest agreed that the Plan would extinguish claims of the Litigation 
Trust against the Underwriters. As part of the same bargain, the Underwriters were listed in the Plan 
as Named Third Party Defendants, making them eligible to receive a Named Third Party Defendant 
Release. Even though the Plan extinguished claims of the Litigation Tnist against the Underwriters, 
the Plan nevertheless provides that the consent of the Litigation Tn1st is required before the court has 
jurisdiction to grant a Named TI1ird Party Defendant Release to the Underwriters. 

1 Namod Third Party Defendant and the remaining defined terms ln this letter are as defined In the Plan. 
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As you know, a Named Third Party Defendant Release offers settling parties protections 
substantially greater than those available if Class Actions are settled in the normal course, including 
protection against opt-outs. When the claims in the Class Actions against Ernst & Young were 
settled using a structure identical to that created for Named Third Party Defendants, evidence was 
filed with the court to support the proposition that these protections increased the consideration that 
Ernst & Young was prepared to pay to settle the litigation. 

Similarly, the Litigation Trust believes that the significant benefit to the Underwriters in obtaining a 
Named Third Party Defendant Release is reflected in the consideration that the Underwriters are 
proposing to pay in settlement. The Litigation Trust also believes that the Underwriters would have 
paid less, or there would be no settlement, ifthe claims in the Class Actions against the Underwriters 
were settled in the 01·dinary course under the Class Proceedings Act and similar statutes in other 
jurisdictions. 

Going back to 2013, the Litigation Tl'Ust and counsel for the plaintiffs in the Class Actions have had 
periodic discussions about the possible settlement of litigation claims, in which the settling party 
would receive a Named Third Party Defendant Release. In the case of Mr. Horsley, counsel for the 
plaintiffs and the Litigation Trust were able to 1·each an agreement under which the Litigation Trust 
consented to Mr. Horsley receiving such a release. The Litigation Trust received consideration as 
part of that settlement. 

The Litigation Trust has repeatedly advised counsel for the plaintiffs in the Class Actions that they 
should not presume to settle the Class Actions by offering a Named Third Party Defendant Release 
to defendants in the Class Actions without the prior knowledge and concurrence of the Litigation 
Trust. We assume that counsel for the plaintiffs advised you of the Litigation Trust's position, a11d 
that a conscious decision was taken by the Underwriters to exclude the Litigation Tnist from your 
settlement discussions, and to execute a settlement agreement without first seeking the Litigation 
Trust's consent. 

The beneficiaries of the Litigation Trnst differ from the beneficiaries of the Class Actions. The 
Litigation Trust and the class action parties are competing to obtain recoveries for the benefit of their 
stakeholders, in many cases from the same parties. A Named Third Party Defendant Settlement can 
be granted only with the consent of the Litigation Trust. The Litigation Trust is not prepared to 
consent to a settlement in which all of the incremental value to a settling party represented by the 
Named Third Party Defendant Release is enjoyed solely by beneficiaries to the Class Actions, and 
none of that value is paid to the Litigation Trust for the benefit of its beneficiaries. To be acceptable 
to the Litigation Tnist, any settlement that includes a Named Third Party Defendant Release must 
provide for a fair allocation of that incremental value as between the Litigation Trust and the Class 
Action beneficiaries. 

The Litigation Trust is prepared to engage in without prejudice discussions with the Underwriters, 
with a view to negotiating terms on which the Litigation Trust would consent to a settlement in 
which the Underwriters would receive a Named Third Party Defendant Release. 
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Please let us know how the Underwriters wish to proceed. 

Yours truly, 

Robert W. Staley 

RWS/Jm 

cc: Derok Boll, Bennett Jones LLP 
cc: Jonnthan Boll, Bonnett Jonos LLP 
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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 OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

Court File No.: CV-12-9667-00-CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceeding commenced at Toronto 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF HEATHER PALMER 

KOSKIE MINSKY LLP 
900-20 Queen Street West 
Box52 
Toronto, ON M5H 3R3 
Kirk M. Baert (LSUC#: 309420) 
Tel: 416.595.2117/Fax: 416.204.2889 
Jonathan Ptak (LSUC#: 45773F) 
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PALIARE ROLAND ROSENBERG 
ROTHSTEIN LLP 
155 Wellington Street, 35th Floor 
Toronto, ON MSV 3Hl 
Ken Rosenberg (LSUC #211028) 
Massimo Starnino (LSUC #41048G) 
Tel: 416-646-4300/Fax: 416-646-4301 

Lawyers for the Ad Hoc Committee of Purchasers of the 
Applicant's Securities, including the Class Action Plaintiffs 
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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 COMPRISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

The Trustees of the Labourer's Pension Fund 
of Central and Eastern Canada, et al. 

Plaintiffs 

and Sino-Forest Corporation, et al. 

Defendants 

Commercial Court File No.: CV-12-9667-00CL 

Superior Court File No: CV-10-414302 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Commercial List 

Proceeding under the Class Proceedings Act, 1992 
Proceeding commenced at Toronto 

MOTION RECORD OF THE PLAINTIFFS 
Settlement Approval 

(Returnable May 11, 2015) 

KOSKIE MINSKY LLP 
20 Queen Street West, Suite 900 
Toronto, ON M5H 3R3 

Kirk Baert (LSUC# 309420) 
Jonathan Ptak (LSUC#: 45773F) 
Tel: ( 416) 595-2117 I Fax: ( 416) 204-2889 

SISKINDS LLP 
680 Waterloo Street 
London, ON N6A 3V8 

A. Dimitri Lascaris (LSUC#: 50074A) 
Charles M. Wright 
Tel: (519) 660-7844 I Fax: (519) 660-7845 

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP 
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Toronto, ON M5H 3E5 

Ken Rosenberg (LSUC#: 21 lOIH) 
Massimo Stamino (LSUC#: 41048G) 
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Lawyers for the Ad Hoc Committee of Purchasers of the 
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