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¢/o Sino-Forest Corporation

et T I 7

50 Burnhamthorpe Rd W., Suite 1208
Mississanga, ON, L5B 3C3

Dear Mr. Hyde:

1.

This engagement letter, including any additional terms that are attached, (collectively, the
“Agreement”) confirms the terms upon which Ernst & Young LLP (“we” or “EY”) has been
engagd to perform a statutory audit and report on the consolidated financial statements of
Sino-Forest Corporation (“Sino-Forest® or the “Company”) for the year ended
December 31, 2007. The services described in this paragraph may hereafler be referred to
as either “Audit Service” or “Audit Services.”

Audit Responsibilities and Limitations

The objective of our audit is to express an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, results of operations
and cash flows of the Company in conformity with Canadian generally accepted accounting
principles.

We will conduct our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain reasonable,
rather than absolute, assurance that the consolidated financial statements taken as a whole
are free of material misstatement, whether caused by error or fraud or illegal acts whose
consequences have a material effect on the consolidated financial statements. There are
inherent limitations in the audit process, including, for example, the use of judgment and
sclective testing of the data underlying the financial statements, the inherent Emitations of
internal controls, and the fact that much of the andit evidence available to the auditor is
persuasive rather than conclusive in nature. Furthermore, because of the nature of fraud,
including atiempts at concealment through collusion and forgery, an audit designed and
executed in accordance with Canadian generally accepted auditing standards may not detect
a material frand. Further, while effective intemnal control reduces the likelihood that
misstatements will occur and remain undetected, it does not eliminate the possibility. For
these reasons, we cannot guarantee that fraud, error and illegal acts, if present, will be
detected when conducting an audit in accordance with Canadian generally accepted auditing
standards. Also, an audit is not designed to detect error or fraud that is immaterial to the
consolidated financial statements.

In accordance with professional standards established by the Canadian Institute of Chartered
Accountants (“CICA”), we will communicate certain matiers related to the conduct and
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- results of the audit fo the Company’s Audit Committee. Such matters include, when
‘ applicable, disagreements with management, whether or not resolved; serious difficulties
encountered in performing the audit; our level of responsibility under professional standards
— in Canada for the financial statements, for internal control, and for other information in
documents containing the audited financial statements; unrecorded audit differences that

R R L T T T T T T ..
......................................................................

o pelicies and methods for accounting for significant unusual transactions ot for controversial
or emerging areas; our judgments about the quality of the Company’s accounting principles;
- our basis for conclusions regarding sensitive accounting estimates; management’s
{; consultations, if any, with other accountants; and major issues discussed with management
g prior to our retention.

We will obtain pre-approval from the Audit Committee for any services we are to provide to
the Company pursuant to the Audit Committee’s pre-approval process, policies and
: procedures.  In addition, in accordance with CICA Handbook Section 5751,
— Communications with Those Having Oversight of the Financial Reporting Process, we will
communicaie in writing to the Audit Committee any relationships between Emst & Young
o LLP, its partners and professional employees and Sino-Forest (including related entities)
that, in our professional judgment, may reasonably be thought to bear on our independence.
Further, we will confirm our independence with respect to Sino-Forest,

1
wh

: . 6, As part of our audit, we will consider, solely for the purpose of planning our audit and
= determining the nature, timing, and extent of our audit procedures, the Company’s internal

; controls over financial reporting. This consideration will not be sufficient to enable us fo
= provide assurance on the effectiveness of internal confrols over financial reporting or to
- identify all significant weaknesses.

7. If we determine that there is evidence that misstatements, resalting from error, other than
trivial errors, or that fraud or illegal or possibly illegal acts may exist or have occurred
— {other than illegal acts that are considered inconsequential), we will bring such matters to
f the aitention of an appropriate level of management. The type and significance of the matter
= te be communicated will determine the level of management to which the communication is
= directed and whether the communication is aiso made to the Audit Committee. If we
become aware of fraud involving senior management or fraud (whether caused by senior
management or other employees) that causes a material misstatement of the consolidated
“; finaneial statements, we will report this matter directly to the Audit Committee. We will
also determine that the Audit Committee is adequately informed of misstatements, resulting
o from error, other than trivial errors and illegal or possibly illegal acts that come to our
= attention unless they are clearly inconsequential. In addition, we will inform the Audit
; Committee and appropriate members of management of significant audit adjustments and
significant weaknesses in the design or implementation of internal conirols o prevent or
- detect fraud or error noted during our audit procedures, as well as related party transactions
identified by us that are not in the normal course of operations and that involve significant

judgments made by management concerning measurement and disclosure.
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- Reviews of Unaudited Interim- Financial Information

9.

10.

11.

12.

13.

We also may communicate to the appropriate levels of management other opportunities we
observe for economies in or improved conirols over the Company’s operations. The matters
commuricated will be those that we identify during the course of our audit. Audits do not
usually identify all matters that may be of interest to management m discharging its
responsibilities.

We will perform a review of the Company’s unaudited interim financial information in
accordance with CICA Handbook Section 7050, Auditor Review of Interim Financial
Siatements, for the third quarter of the Company’s fiscal year and we will report orally to the
Audit Committee in this regard.

A review of interim financial information consists principally of performing analytical
procedures and making inquiries of management responsible for financial and accounting
matters. A review is substantially less in scope than an aundit conducted in accordance with
generally accepted anditing standards, the objective of which is the expression of an opinion
regarding the financial statements taken as a whole. Accordingly, we will not express an
opinion on the interim financial information.

A review includes obtaining sufficient knowledge of the entity’s business and its internal
control as it relates to the preparation of both annual and interim financial information to:
identify the types of potential material misstatements in the interim financial information
and consider the likelihood of their occurrence; and select the inquiries and analytical
procedures that will provide us with a basis for communicating whether we are aware of any
material modifications that should be made to the interim financial information for it to
conform with Canadian generally accepted accounting principles.

A review is not designed to provide assurance on internal control or to identify significant
weaknesses, However, we will communicate with the Audit Committee regarding any
significant weaknesses noted during our review procedures.

If, during our review procedures, we determine there is evidence that fraud or illegal or
possibly illegal acts exist or may have occurred (other than illegal acts that are clearly
inconsequential), we will bring such matiers to the atiention of an appropriate level of
management. If we become aware of fraud involving senior management or frand (whether
caused by senior management or other employees) that causes a material misstatement of
the interim financial information, we will report this matter directly to the Audit Committes.
We will determine that the Audit Committee is adequately informed of illegal acts that come
to our aftention unless they are clearly inconsequential. We also will inform the Audit
Committee and appropriate members of management of significant unrecorded differences
noted during our review procedures,

Management’s Responsibilities and Representations

14.

The preparation and fair presentation of the consolidated financial statements and unandited
interim financial information in accordance with Canadian generally accepted accounting
principles are the responsibility of the management of the Company. Management is also

F2
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15.
o the responsibility -of the Company®s management, as-is-an-assessment: of the risk that the-..

16.

17.

responsible for establishing and maintaining effective infernal controls, for properly
recording transactions in the ascounting records, for safegnarding assets, and for identifying
and epsuring that the Company complies with the laws and regulations applicable to its
activities.

The design and implementation of internal controls 1o prevent and dstect fraud and error are

consolidated financial statements may be materially misstated as a result of fraud.
Management of the Company is responsible for apprising us of all known instances of fraud
or suspected fraud, illegal or possibly illegal acts and allegations involving financial
improprieties received by managerment or the Audit Committee (regardless of the source or
form and including, without limitation, allegations by “whistle-blowers,” employees, former
employees, analysts, regnlators or others), and for providing us full access to information
and facts relating to these instances and allegations, and any internal investigations of them,
on a timely basis. Allegations of financial improprieties include allegations of manipulation
of financial results by management or employees, misappropriation of assets by
management or employees, intentional circumvention of internal controls, inappropriate
influence on related party transactions by related parties, intentionally misleading EY, or
other allegations of illegal acts or fraud that could have a non-irivial effect on the financial
statements or otherwise affect the financial reporting of the Company, If the Company
limits the information otherwise available to us under this paragraph (based on the
Company’s claims of solicitor/ client privilege, litigation privilege, or otherwise), the
Company will immediately inform us of the fact that certain information is being withheld
from us. Any such withholding of information could be considered a restriction on the scope
of our Audit Services and may alter the form of report we may issue on the Company’s
financial statemnents; prevent us from consenting to the inclusion of previously issued
auditor’s reports in future Company filings; or otherwise affsct our ability to continue as the
Company’s auditors. The Company and we will disclose any such withholding of
information to the Aundit Committee.

Management of the Company is responsible for providing us with and making available
complete financial records and related data and copies of all minutes of meetings of
shareholders, directors and committees of directors; information relating to any known or
probable instances of non-compliance with legislative or regulatory requirements, including
financial reporting requirements; and information regarding all related parties and related
party transactions. Failure to provide this information on a timely basis may cause us to
delay our report, modify our procedures or even terminate the engagement.

Management of the Company is respomsible for adjusting the consolidated financial
statements and unandited inferim financial information to cotrect material misstatements
and for affirming to us in its representation letter that the effects of any unrecorded
differences accummulated by us during the applicable Audit Service and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the
consolidated financial statements and unaudited interim- financial information: taken as a

whole,
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— 18. As required by Canadian generally accepted auditing standards, we will make specific
- inquiries of mianagement about the representations contained in the consolidated financial
b statemenis and unaundited interim financial information. Management is responsible for
—. affirming to us in its representation letter and providing us information regarding the
{ recognition, measurement and disclosurs of specific items, inchuding but not limited to the
{ following:

= » its assessment of the reasonableness of significant assumptions underlying fair value
; measurements and disclosures in the consolidated financial statements or used to support
. amounts in the consolidated financial statements;

r- » any plans or intentions that may affect the carrying value or classification of assets and
i liabilities;
e information relating to the measuwrement and disclosure of transactions with related

parties;

: ] ® an assessment of all areas of measurement uncertainty known to management that are
. required to be disclosed in accordance with CICA HB Section 1508, Measurement
L Unceriainty;

L o information relating to claims and possible claims, whether or not they have been
= discussed with the Company’s legal counsel;

‘ A » information relating to other liabilities and contingent gains or losses, including those
’ associated with guarantees, whether written or oral, under which the Company is
contingently liable;

L ¢ information on whether the Company has satisfactory title to assets, whether liens or
b encumbrances on assets exist, or whether assets are pledged as collateral;

N e information relating to compliance with aspects of contractual agreements that may affect
the consolidated financial statemenis; and

+ information councerning subsequent events,

i 19. At the conclusion of the applicable Audit Service, we obtain representation letiers from
certain members of management to confirm significant representations on matters that are
= directly related to items that are materjal, either individually or in the aggregate, to the
i consolidated financial statements; matters that are not directly related to items that are
L material to the consolidated financial statements but are significant, either individually or in
= the aggregate to the engagement; and those that are relevant to your judgments or estimates
‘ that are material, either individually or in the aggregate, to the consolidated financial
L statements. The responses to the inquiries of management, the written representations from
. management and the resulis of our procedures comprise the evidential matier we will rely
% upon in completing the applicable Audit Service.

L _ 20. Management of the Company is responsible for advising us of any documents or other
: information provided during the course of the audit over which it intends to assert a claim of
b privilege and should mark any such documentation accordingly as further described in the
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21,

attached additional Terms and Conditions (refer to the provision captioned “Auditor
Oversight™),

To assist EY in maintaining its independence from the Company, management of the
Company is responsible for the Company’s process for surveying officers and directors, and
for requesting that substantial stockholders, officers, and directors disclose matters to the

- Conipany for conimunication to EY tegarding the nature-of amy direct or material- indirect- - - -

business relationships that the substantial stockholder, officer, or director, or any member of
their immediate family (i.e., a person’s spouse, spouse equivalent, and dependents), has with
EY or any of its affiliates, or an ownership interest of five percent or more in, or situations
where they serve as an officer or director of any company (public or private) that has a direct
or material indirect business relationship with EY or any of its affiliates,

Fees and Billings

22.

23.

24.

We estimate that the fee for ovr audit of the 2007 consolidated financial statements will
range from US$550,000 to US$650,000 plus out of pocket expenses and the review of the
unaudited interim financial information will range from US$55,000 to US$60,000 plus out
of pocket expenses per quarter. However, our actual fee may exceed the top of this range.
We will submit our invoices in accordance with the agreed upon billing schedule, and
payment of thern will be made upon receipt.

Our estimated fees and schedule of performance are based upon, among other things, our
preliminary teview of the Company’s records and the representations Company personnel
have made to us, and are dependent upon the Company’s personnel providing a reasonable
level of assistance during the Audit Services. Should our assumptions with respect to these
matters be incorrect or should the resulis of our procedures, the condition of the records,
degree of cooperation, or other matters beyond our reasonable control require additional
commitments by us beyond those upon which our estimated fees are based, we may adjust
our fees and planned completion dates. In addition, fees for any consent to the use of the
audit report outside of Section 1(b) of the Addendum or any special audit-related projects,
such as proposed business combinations or research and/or consultation on special business
or financial issues, will be billed separately from the fees referred to above and may be the
subject of other written agrecments.

Canadian securities legislation requires that any reporting issuer filing an auditor’s report
dated on or afier March 30, 2004 must have that report signed by an auditing firm that has
registered with the Canadian Public Accountability Board (“CPAB”). Audit firms
registered with CPAB are required to fund CPAB’s costs, Fees are levied based on the most
recent audit fees as defined by CPAB, charged by the Canadian finn and reported in our
registration information. We will bill all reporting issuer clients a portion of the CPAR levy
on a recovery basis. Your proportionate share will be based upon the most recent audit fees
reported to CPAB and billed for your engagement, multiplied by the annual levy rate set by
CPAB. CPAB sets the rate annually and the fee for the most recent year that has been
determined was 1.6% of audit fees. This amount wili be charged at the effective CPAB rate
annually and will be billed when the annual inveice is received from CPAB.

84
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= Use and Disclosure of the Audit Report

25. The use and disclosure of EY’s audit report shall be governed by the terms of the Addendum
attached to this letter, which form an integral part of this Agreement.

Other Mutters
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— 26. The Company shall provide to us copies of the printér*s proots of ity annial report prior to - -
L publication for our review. Management of the Company bears the primary responsibility to

ensure the annwal report contains no misrepresentations. Management is also responsible

for identifying subsequent events and providing appropriate disclosure in, and/or adjustment

of, the audited financial statements as a result of such events as required by generally

accepted accounting principles. We will review the report for consistency between the

armual financial statements and other information contained in the report, and to determine

if the financial statements and our report thereon have been accurately reproduced. If we

identify any errors or inconsistencies which may impaet on the financial statements, we will

advise management and the Audit Commities as appropriate.

i 27. By your signature below, you confirm that the Company, through its Board of Directors, has
authorized the Audit Committee to enter into this Agreement with us on the Company’s
behalf and thai you have been expressly authorized by the Andit Commiitiee to execute this
i Agreement on behalf of, and to bind, the Company.

28. The attached additional Terms and Conditions form an integral part of this engagement
letter and govern our respective rights and obligations arising therefrom.

= EY appreciates the opportunity to be of assistance to the Company. If this Agreement accurately

— reflects the terms on which the Company has agreed to engage EY, please sign below on behalf
: of the Company and return it to Fred Clifford.

,~ Yours very truly,
: M ¥ ?omg Lef

Chartered Accountants
Licensed Public Accountants

ke Acknowledged and agreed:
— Sino-Forest Corporation

oSl 7/§
7

airman of the Audit Commitiee
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Addendum
Use and Disclosure of the Audit Report

{1} Annual Fisancial Statements

(a) E&Y acknowledges that the Company is 2 reporting issuer under Canadian securities

86

- - - - legislation andfer is-subject to-securities legislation. in othsr-jmisdictiom-and.has.an.obﬁgaﬁon. e

to:

() file its annual financial statements and E&Y’s accompanying audit report (referred to as the
“audit report”) with the securities regulators having jurisdiction over the Company; and

(i) mail those documenis to its security holders, either as patt of the Company’s annual
report to shareholders (referred to as the “annual report”) or separately.

Filing those documents and/or including them in the anmual report will result in such documents
being “released” as that term is defined in section 138.1 of the Securities Act {(Ontario).

(b) E&Y hereby consents (within the mesaning contemplated by section 138.3(1)(e)(it) of the
Securities Act (Ontario)) to the annual filing of the audit report and to the inclusion of the audit
report in the annual report if all of the conditions set out below are met, The effective date of
such consent is deemed to be the date of the audit report. The conditions are as follows:

(i) the filing of the audit report or the mailing of the annual report, as the case may be, ocours
within 5 business days of the date of the audit report;

(ii) neither the chief executive officer nor the chief financial officer of the Company is aware of
anything which would result in the financial statements containing 2 misrepresentation (as
such term is defined in section 1(1) of the Securities Act (Ontario));

(iif) since the date of the audit report no “material change” (as that term is defined in section
1(1) of the Securities Act (Ontario)) or other event has ocourred, or information become
available, that would require disclosure in or adjustment to the financial staternents o make
those statements current and in accordance with Canadian generally accepted accounting
principles as of the date that they are being released; and

(iv) the consent provided in this engagement letter has not been withdrawn in writing before the
audit report is filed and/or the annual report is mailed.

(c) E&Y expressly does not consent to the use of the audit report, or the opinions expressed in the
audit report, in any “document” or “public oral statement™ (as those terms are defined in section
138.1 of the Securities Act (Ontario)), in any other circumstance. In particular, E&Y does not
consent to:

(i) the fiting of the audit report after the outside date referred to in paragraph (b)(i);

(i) the inclusion of the audit report in the annual report if the annual report is mailed afier the
outside date referred to in paragraph (b)(i);

(iii) the inclusion of the audit report im:

(1} a prospectus,  takeover bid circular, an issuer bid circular, a directors’ cireular, a rights
offering circular, or other document related to 2 distribution, purchase or sale of
securities of the Company or another reporting issuer;

(2) & business acquisition report or similar document filed by another reporting issuer; or
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— (3) any “document™ (as that term is defined in section 138.1 of the Securities Act
. (Ontaric)) other than as specified in 1(b); or

N (iv) the Company or any other person g or quoting from the audit report in any
e “document” or “public oral statement” (as those terms are defined in section 138.1 of the
3 Securities Act (Ontario)).

e

(@) I the Cormpany wishes 1o @) filé the angie TG With & securities commdssion after the outside - -~
date referred to in paragraph (b)(i} but within the time gpecified by the applicable securities -
legislation; or (i) include the audit report in the annual report if the antuval report is mailed
after the outside date referred to in paragraph (b)(i) then;

I ) a further written consent from B&Y is required; and

@) E&Y will undertake such additional procedures as are reguired in accordance
with professional standards to enable it to determine whether it can furnish its
= further written consent.

If, after completion of the applicable procedures, E&Y isin a position to provide its further

f; written consent to such use, it will do so in accordance with Assurance Guideline No. 44, The
Auditor's Written Consent to the Use of the Audit Report in o Continuous Disclosure
Documeni, published by the Canadian Institute of Chartered Accountants.

T (e) If the Company wishes to include, summarize, quote from or otherwise use the audit report in
i any “document” or “public oral statement™ (as those terms are defined in section 138.1 of the
Securities Act (Ontario)), in any manner other than that permitted under paragraph (b) or (d),
the following procedures will apply:

| (1) the Company will, in writing, request B&Y ’s further written consent to that use;
— (if) if B&Y agrees that the request is an appropriate use of the audit report, the Company and

[ E&Y will enter into an engagement letter setting out the terms of such engagement,
‘ including the scope of the procedures to be underiaken by E&Y and its fee for performing

these services; and

pal (H)E&Y will undertake such additional procedures as are required in accordance with
| professional standards to enable it to determine whether it can furnish its further writien
consent.

If, after completion of the applicable procedures, E&Y is in a position to provide its further
written consent to such use, it will do so in accordance with Assurance Guideline No. 44, The
Auditor’s Written Consent to the Use of the Audit Report in a Continuous Disclosure
= Document, published by the Canadian Institute of Chartered Accountants.

{2) Interim Fimancial Statements

We expressly do not consent to the use of any communication, report, statement or opinion
prepared by E&Y on the interim financial statements and such communication may not be included
in, summarized in, quoted from or otherwise used in any “document” or “public oral statement” (as
such terms are defined in section 138.1 of the Securities Act (Ontario)).

;f‘ o
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Terms and Conditions

Except as otherwise specifically provided in the engagement latter or contract to which these terms and
conditions are attached (collectively, the "Agreement”) the following additional terms and conditions
shall apply. As used herein "EY" refers to the Canadian firm of Emst & Young LLP. "EY Entities"
means EY, all members of the global Emst & Young network, Erst & Young Global Limited, and any of
their respective affilistes (and "EY Entity” means any one of them).

provided pursuant to this Agreement (the "Services™).

Unexzpected Events - I changss to the scope or timing of any Services are required because of a
change in applicable law or professional standards or events beyond a party's reasonable control, but
not involving its fault or negligence (any of which, 2 “Change"), the parties agree to adjust the fees
for, and/or timing of, the Services appropriately and, if necessary, client will obtain Audit Committee
approval of such adjustments. Each party shall be excused from default or delay in the performance
of its obligations (other than payment obligations) under this Agreement to the extent caused by a
Change,

Client Data & Information - Client will provide, or cause to be provided, to EY in a timely manner
complete and accurate data and information ("Client Data") and access to resources as may be
reasonably required by EY to perform the Services. EY may disclose Client Data to other EY
Entities for the purpose of rendering the Services. EY may also disciose Client Data to other EY
Entities for the purposes of fulfilling its professional obligations to manage conflicts of interest and to
maintain auditor independence as well as to implement standardized performance recording and
documentation systems within the global Fmst & Young network. EY Entities or their service
providers may store Client Data, which may include personal information, outside of Canada.

Confidentiality - Subject to the other terms of this Agreement, both client and EY agree that they
will take reasonable steps to maintmin the confidentiality of any proprietary or confidential
information of the other.

EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
on disclosure contained in this Agreement, with regard to:

(a) any oral or written statement or advice related fo iaxes provided by EY with regard to
person or entity that: -

(i) has any filing obligation with the US Internal Revenue Service, or

(if} qualifies as a US Controlled Foreign Corporation (i.e., 2 non-US corporation that has US
shareholders (US persons that directly or indirectly own 10% or more of the total
combined voting power of all of the classes of stock of such non-US corporation) that
own in the aggregate more than 50% of the fotal vote or value of such non-US

corporation);

(b) any oral or written statement or advice regarding US taxes or tax advice related to a
transaction that could affect a US tax; or

(¢) where SEC audit independence resirictions apply to the relationship between client and any
EY Entify, any oral or written statement or advice fo client as to any potential tax
conseguences that may result from a fransaction or the tax treatment of an item,

(together, (2), (b) and (¢} referzed to as “Tax Advice™),

88
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EY expressly authorizes client to disclose to any and all persons, without limitation of any kind, any

such Tax Advice, including any fact that may be relevant to understanding such Tax Advice, and all-

tmaterials of any kind {including opinions and other tax analyses) provided to client in relation to such
Tax Advice. However, because the Tax Advice is solely for the benefit of client and is mot to be
relied upon by any other person or entity, client shall inform those to whom it discloses any such
information that they may not rely upon any of it for any purposs without EY’s prior writien consent.

Privacy - Client confrms to EY that it has obisined any consents that may be required under

e applicable privacy legislation for any collection, use or disclosure of personal information that is

10,

............................................

necessary fn order for EY to provide the Services. EY shall 4disre to spplicable privecy egistation - -

when dealing with personal information that was obiained from client.

Aunditor Oversight - Client hereby ackmowledges that EY may from time to time receive requests or
orders from the Canadian Public Accountability Board or from professional, securities or other
regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to
provide them with information and copies of documents in EY’s files including EY's working papers,
and other work-product relating to client's affairs. Client consents to EY providing or producing, as
applicable, these documents and information without further reference to, or authority from, client.
Except where prohibited by law, if a request or order is directly related to an inspection or
investigation of EY's audit of client, EY will advise client of the request or order.

When a regulatory authority requests access t0 EY's working papers and other work-product relating
to client's affairs, EY will, on a reasonable efforts basis, refuse access to any document over which
client has expressly informed EY that client asserts privilege, except where disclosure of documents
is required by law or requested by a provincial Institute/Order of Chartered Accountants pursuant to
its statutory authority. Client must mark arty document over which it asserts privilege as privileged
and inform EY of the grounds for client's assertion of privilege (such as whether it claims solicitor~
client privilege or litigation privilege).

EY will also be required to provide information relating to the fees that EY collects from client for

the provision of andit services, other accounting services and non-audit services.

Internet Communications - Unless otherwise agreed with client, EY and other EY Entities may
correspond by means of the Internet or other electronic media or provide information to client in
electronic form. There are inherent risks associated with the electronic transmission of information
on the Intermet or otherwise. EY cannot guarantee the security and imtegrity of any electronic
commmmications sent or regeived in relation io this engagement and cammot guarantee that
transmissions or other electronic information will be free from infection by viruses or other forms of

malicious soflware.

Right to Terminate Services - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without cause, by providing written notice to the
other party. In the event of early termination, for whatever reason, client will be invoiced for time
and expenses incurred up to the end of the notice period together with reasonable time and expenses
incurred to bring the engagement fo a close in a prompt and orderly manner, EY shall also have the
right, upon 7 days prior notice, to suspend performance of the Services i the event client fails to pay
any amount required to be paid under this Agreement.

Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the
performance of the Services. The costs of administrative items such as telephone, research material,
facsimile, overnight mail, messenger, administrative support, among others will be billed to client at
11.5% of EY’s fees for professional services. Reasonable and customary out-of-pocket expenses for
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items such as travel, meals, accommedations and other expenses specifically related to this
engagement will also be charged.

Billing & Taxes - Bills including expenses will be rendered on a regular basis as the assignment
progresses. Accounts are due when rendered. Interest on overdue accounts is caloulated at the rate
noted on the invoice commencing 30 days following the date of the invoice. The fees, expenses and
other charges payable pursuant fo this Agreement do not include taxes or duties. All applicable taxes
or duties, whether presently in force or imposed in the future, shall be assumed and paid by client

- without deduction. from the faes, expenses and charges hereunder.

13,

14,

. Geoverning Law - This Agreement shall be governed by and construed in accordance wnh the lawsof

the Province of Ontario and the laws of Canada applicable therein, withowut regard to principles of
conflicts of law., The parties hereby nrevocably and unconditionally submit and attorn to the
exclusive jurisdiction of the courts of the Province of Ontario in connection with any dispute, claim or
other matter arising out of or relating to this Agreement or the Services.

EY Reports - EY retains all copyright and other intellectual property rights in everything developed,
designed or created by BY either before or during the course of an engagement including systems,
methodologies, software, know-how and working papers. EY also retains all copyright and other
intellectual property rights in all reports, advice or other communications of any kind provided to
client in any form (written or otherwise) during the course of an engagement ("Reports”), although
client shall have the full right to use any Reports within ifs own organization. Any Reporis are
provided solely for the purpose of this engagement. SBubject to "EY Waiver Re: Tax Advice” above,
ro Report (and no portion, summary or absfract thereof) may be disclosed to any third party without
EY's prior written consent. Without limitation, except as otherwise specifically agreed in the
engagement letter into which these terms and conditions are incorporated client agrees that it will not,
and will not permit others to, refer to EY or reproduce, quote or refer to any Report (or any portion,
summary or abstract thereof) in any document filed or distributed in connection with (i) a purchase or
sale of securities or (ii) continuous disclosure obligations under applicable securities laws. EY does
not assume any duties or obligations to third parties who may obtain access to any Reporis. Any
services or procedures performed for client were not planned or conducted (i) in contemplation: of
rebiance by particular third parties (i) with respect fo any specific transaction contemplated by a third
party or (iii) with respect to the interests or requirements of particular third parties. Client may not

rely on any dmft Report.

Limitation of Liability - To the fullest extent permitied by law and regardless of whether such
liability is based on breach of contract, tort (including negligence), strict Hability, failure of essential
purpose or otherwise,

{a) EY's liability shall be éevcral and not joint and several, solidary or in solidim and EY shall only
be liable for its proportionate share of any total liability based on degree of fault baving regard to
the contribution to any loss or damage in question of any other persons responsible and/or liable

for such loss and damage;

{b) in no event shall either party be liable to the other for any consequential, incidental, indirect,
punitive or special damages (including loss of profits, data, business or goodwill) in connection
with the performance of the Services or otherwise under this Agreement, even if the relevant
party has been advised of the likelihood of such damages; and

(c) in any case the total aggregate liability of EY arising out of or relating to this Agreement or the
Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (if)
$1,000,000. This paragraph shall not limit EY's lability for death, bodily injury or physical

" damage to tangible property caused by the negligent acts or omissions of EY, and shall not Timif
EY's liability for loss or damage caused by the fraud or wilful misconduct of EY.

-
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 For the purposes of this section (“Limitation of Liability™), the term EY includes all other EY Entitics
: and any subcontractors, members, shareholders, directors, officers, managers, partners or employees
= of EY or any other EY Entity.

15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in

providing the Services. EY shall be solely responsible for the performance of the Services and all of

= the other labilities and obligations of EY under this Agreement whether or not performed, in whole
or part, by EY, any other EY Entity, or any subconiractor or personnel of any EY Entity. Clent and

e its. affiliates. or.other. persons. or. entities. for, or. in respect of which any of the Services are provided

..................................
....................................................
i .

— shall have no recourse, and shall bring no ¢laim, against any EY Entity other than EY, or against any
subcontractors, members, sharcholders, directors, officers, managers, parimers or enployees of EY or
any other EY Entity, or any of their respective assets, in connection with the performance of the
Services or otherwise under the Agreement. Other EY Entities and any subconiractors, members,
shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity shall
have the express benefit of this section and shall have the right to rely on and enforce any of its terms,

16. No Application - The preceding two sections (Limitation of Liability, Global Resources) shall not
apply to the extent prohibited by applicable law or reguiation (including for these purposes applicable
rules and interpretations of the US Securities and Exchange Commission relating to auditor

independence and any applicable rules or gnidance from a provincial Institute/Order of Chartered

T Accountants having jurisdiction).

|

17. Selicitation & Hiring of EY Personnel - EY's independence could be compromised if client were to
hire certain EY personnel. Without the prior written consent of EY, client shall not solicit for
employment or for 2 position on its Board of Directors, nor hire, any current or former pariner or

1 professional empioyee of any of EY, any affiliate thereof or any other EY entity, if such partner or

professional employee has been involved in the performance of any audit, review, attest or assurance

= service for or relating to client at any time since the date of filing of client's most recent financial

q statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has not

; previously filed such financial statements, since the beginning of the most recent fiscal year to be

i covered by client’s first such financial statements), or in the 12 months preceding that date.

18. Severability - In the event auy provision of this Agreement is determined to be invalid, illegal or
unenforceable, in whole or in part, such provision shall be deemed severed from this Agteement to
the extent required and the remainder of this Agreement shall remain in fisll force and effect.

A 19. Legal Proceedings - In the event EY is requesied by client or is required by government regulation,
subpoena, or other legal process to produce documents or personnel as witnesses with respect to the
— engagement for client, and provided that EY is not 2 party to the legal proceedings, client shall
B reimburse EY for professional time and expenses, as well as the feés and expenses of counsel,
incurred in responding to such requests.

"‘ 20. LLP Status - EY is a registered Himited liability partnership ("LLP") continged under the laws of the
, province of Ontario and is registered ‘as an extra-provincial LLP in Quebec and other Canadian
3 provinces. Generally, a pariner of an LLP has a degree of limited liability protection in that he or she
: is not personally lizble for any debts, obligations or liabilities of the LLP that arise from the
negligence of another partner or any person under that partner's direct supervision or control. Asan
LLP, EY is required fo maintain ceriain insurance. EY's insurance exceeds the mandatory
professional liability insurance requirements established by any provineial Institute/Order of
{hartered Accountants,

. N3
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21. Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be

construed to create a partnership, joint venture or other relationship between EY and client. Neither
party shall have the right, power or authority to obligats or bind the other in any mammer. This
Agreement shall not be modified except by writfen agreement signed by the parties. This Agreement
mmay not be assigned in whole or in part by client withowt EY’s prior written consent, not to be
unreasonably withtheld. Any terms and provisions of this Agreement that by their nature operate
beyond the terin or expiry of this Agreement shall survive the termination or expiry of this

- Agreement, . including . without . limitation. those. provisions. headed. Client Data. & Information,

Resources, Selicitation & Hiring of EY Personnel, and Legal Proceedings. The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entitics and any
subcontractors, members, sharcholders, directors, officers, managers, partners or employees of EY or
any other EY Entity. This Agreement constitutes the entire agreement between the parties relating to
its subject matier and supersedes all prior representations, negotiations and imderstandings.

LEER N BN
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Chartersd Sccountants

Pagific Centre

700 West Geargia Street

P.0. Bax 10101

vancouver, British Columbia VTY 107
Tel: 804 891 8200

Fax: 604 643 5423

sy.Comica

Anugust 7, 2008

Sino-Forest Corporation

90 Burnhamthorpe Rd W., Suite 1208

Mississauga, ON, L5B 3C3

Attention: Mr. David Horsley, CFO

M ( Dear Mr. Horsley:

f—

1.

This engagement letter, including any additional terms that are attached, (collectively, the
“Agreement”) confirms the terms upon which Emst & Young LLP (“we” or “EY”’) has been
engaged to audit and report on the consolidated financial statements of Sino-Forest
Corporation (“Sino-Forest” or the “Company”) for the year ending December 31, 2008. The
services described in this paragraph may hereafter be referred to as either “Audit Service” or
“Audit Services.”

o } Consolidated Financial Statement Audit Responsibilities and Limitations

The objective of the audit is to express an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, results of operations
and cash flows of the Company in conformity with Canadian generally accepted accounting
principles. Should conditions not now anticipated preclude us from completing the audit
and issuing a report, we will advise the Audit Committee and management promptly and
take such action as we deem appropriate.

We will conduct the audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain reasonable,
rather than absolute, assurance that the consolidated financial statements taken as a whole
are free of material misstatement, whether caused by error or fraud or illegal acts whose
consequences have a material effect on the consolidated financial statements. As the
Company is aware, there are inherent limitations in the audit process, including, for
example, the use of judgment and selective testing of data, and the fact that much of the
audit evidence available to the auditor is persuasive rather than conclusive in nature.
Furthermore, because of the nature of fraud, including attempts at concealment through
collusion and forgery, an audit designed and executed in accordance with Canadian
generally accepted auditing standards may not detect a material fraud. Further, while
effective internal control reduces the likelihood that misstatements will occur and remain

EY-GMX-2008-002330
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undetected, it does not eliminate the possibility. For these reasons, we cannot guarantee that
fraud, error and illegal acts, if present, will be detected when conducting an audit in
accordance with Canadian generally accepted auditing standards. Accordingly, there is
some risk that a material misstatement of the financial statements would remain undetected.
Also, an audit is not designed to detect error or fraud that is immaterial to the consolidated
financial statements.

In accordance with professional standards established by the Canadian Institute of Chartered
Accountants (“CICA”), we will communicate certain matters related to the conduct and
results of the audit to the Company’s Audit Committee. Such matters include, when
applicable, disagreements with management, whether or not resolved; serious difficulties
encountered in performing the audit; our level of responsibility under professional standards
in Canada for the financial statements, for internal control, and for other information in
documents containing the audited financial statements; unrecorded audit differences that
were determined by management to be immaterial, both individually and in the aggregate, to
the financial statements as a whole; changes in the Company’s significant accounting
policies and methods for accounting for significant unusual transactions or for controversial
or emerging areas; our judgments about the quality of the Company’s accountin g principles;
our basis for conclusions regarding sensitive accounting estimates; management’s
consultations, if any, with other accountants; and major issues discussed with management
prior to our retention. '

We will obtain pre-approval from the Audit Committee for any services we are to provide to
the Company pursuant to the Audit Committee’s pre-approval process, policies and
procedures. In addition, in accordance with CICA Handbook Section 5751,
Communications with Those Having Oversight of the Financial Reporting Process, we will
communicate in writing to the Audit Committee any relationships between EY, its partners
and professional employees and Sino-Forest (including related entities) that, in our
professional judgment, may reasonably be thought to bear on our independence. Further, we
will confirm our independence with respect to Sino-Forest.

As part of our audit, we will consider, solely for the purpose of planning our audit and
determining the nature, timing, and extent of our audit procedures, the Company’s internal
control over financial reporting. Our consideration of internal conirol for the audit of the
financial statements will not be sufficient to enable us to express an opinion on the
effectiveness of internal control over financial reporting or to identify all significant

weaknesses.

If we determine that there is evidence that misstatements, resulting from error, other than
trivial errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other
than illegal acts that are considered inconsequential), we will bring such matters to the

EY-GMX-2008-002331
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attention of an appropriate level of management. The type and significance of the matter to
_ be communicated will determine the level of management to which the communication is
directed and whether the communication is also made to the Audit Committee. If we
become aware of fraud involving senior management or fraud (whether caused by senior
management or other employees) that causes a material misstatement of the consolidated
financial statements, we will report this matter directly to the Audit Committee. We will
also determine that the Audit Committee is adequately informed of misstatements, resulting
— from error, other than trivial errors and illegal or possibly illegal acts that come to our
attention unless they are clearly inconsequential. In addition, we will inform the Audit
Committee and appropriate members of management of significant audit adjustments, as
well as related party transactions identified by us that are not in the normal course of
I operations and that involve significant judgments made by management concerning
measurement and disclosure.

i } 8.  We will communicate in writing to management and the Audit Committee all significant
weaknesses in the design or implementation of internal controls to prevent or detect fraud or
— error noted during our audit of the Company’s consolidated financial statements. In

% addition, if we become aware that the Audit Committee’s oversight of the Company’s

- external financial reporting and internal control over financial reporting is ineffective, we
will communicate our conclusion in writing to the Board of Directors.

= 9. We also may communicate to the appropriate levels of management other opportunities we

o observe for economies in or improved controls over the Company’s operations. The matters
1 communicated will be those that we identify during the course of our audit. Audits do not

) usually identify all matters that may be of interest to management in discharging its

=) responsibilities.

Reviews of Unaudited Interim Financial Information

! } 10. We will perform a review of the Company’s unaudited interim financial information in
accordance with CICA Handbook Section 7050, Auditor Review of Interim Financial
Statements, for the first, second and third quarters of the Company’s fiscal year and we will
report orally to the Audit Committee in this regard.

— 11. A review of interim financial information consists principally of performing analytical

i 1 procedures and making inquiries of management responsible for financial and accounting
v matters. A review is substantially less in scope than an audit conducted in accordance with
Canadian generally accepted auditing standards, the objective of which is the expression of
j } an opinion regarding the financial statements taken as a whole. Accordingly, we will not
L express an opinion on the interim financial information.

(%)

EY-GMX-2008-002332
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12. A review includes obtaining sufficient knowledge of the entity’s business and ifs internal
control as it relates to the preparation of both annual and interim financial information to:
identify the types of potential material misstatements in the interim financial information and
consider the likelihood of their occurrence; and select the inquiries and analytical procedures
that will provide us with a basis for communicating whether we are aware of any matenal
modifications that should be made to the interim financial information for it to conform with
Canadian generally accepted accounting principles.

13. A review is not designed to provide assurance on internal control or to identify significant
weaknesses. However, we will communicate with the Audit Committee regarding any
~I significant weaknesses noted during our review procedures.

14. If, during our review procedures, we determine there is evidence that fraud or illegal or

=] possibly illegal acts exist or may have occurred (other than illegal acts that are clearly

J inconsequential), we will bring such matters to the attention of an appropriate level of
management. If we become aware of fraud involving senior management or fraud (whether
— caused by senior management or other employees) that causes a material misstatement of the
; 1 interim financial information, we will report this matter directly to the Audit Committee. We

will determine that the Audit Committee is adequately informed of illegal acts that come to

| our attention unless they are clearly inconsequential. We also will inform the Audit
{“— Committee and appropriate members of management of significant unrecorded differences
=5 noted during our review procedures.

Management’s Responsibilities and Representations

— 15. The preparation and fair presentation of the consolidated financial statements and unaudited
; I interim financial information in accordance with Canadian generally accepted accounting

‘ principles are the responsibility of the management of the Company. Management is
responsible for establishing and maintaining effective internal controls, for properly
recording transactions in the accounting records, for safeguarding assets, and for identifying
and ensuring that the Company complies with the laws and regulations applicable to its
activities.

b

i

16. Management of the Company is responsible for providing us with and making available
complete financial records and related data and copies of all minutes of meetings of

= shareholders, directors and committees of directors; information relating to any known or

; probable instances of non-compliance with legislative or regulatory requirements, including

financial reporting requirements; and information regarding all related parties and related

party transactions. Failure to provide this information on a timely basis may cause us to

delay our report, modify our procedures or even terminate the engagement.

EY-GMX-2008-002333
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17. Management of the Company is responsible for adjusting the consolidated financial

18.

19.

statements and unaudited interim financial information to correct material misstatements and
for affirming to us in its representation letter that the effects of any unrecorded differences
accumulated by us during the applicable Audit Service and pertaining to the latest period
presented are immaterial, both individually and in the aggregate, to the consolidated
financial statements and unaudited interim financial information taken as a whole.

The design and implementation of internal controls to prevent and detect fraud and error are
the responsibility of the Company’s management, as is an assessment of the risk that the
consolidated financial statements may be materially misstated as a result of fraud.
Management of the Company is responsible for apprising us of all known instances of fraud
or suspected fraud, illegal or possibly illegal acts and allegations involving financial
improprieties received by management or the Audit Committee (regardless of the source or
form and including, without limitation, allegations by “whistle-blowers,” employees, former
employees, analysts, regulators or others), and for providing us full access to information
and facts relating to these instances and allegations, and any internal investigations of them,
on a timely basis. Allegations of financial improprieties include allegations of manipulation
of financial results by management or employees, misappropriation of assets by management
or employees, intentional circumvention of internal controls, inappropriate influence on
related party transactions by related parties, intentionally misleading EY, or other allegations
of illegal acts or fraud that could have a non-trivial effect on the financial statements of
otherwise affect the financial reporting of the Company. If the Company limits the
information otherwise available to us under this paragraph (based on the Company’s claims
of solicitor/client privilege, liti gation privilege, or otherwise), the Company will
immediately inform us of the fact that certain information is being withheld from us. Any
such withholding of information could be considered a restriction on the scope of our Audit
Services and may prevent us from opining on the Company’s financial statements; prevent
us from consenting to the inclusion of previously issued auditor’s reports in future Company
filings; or otherwise affect our ability to continue as the Company’s auditors. We will
disclose any such withholding of information to the Audit Committee.

As required by Canadian generally accepted auditing standards, we will make specific
inquiries of management about the representations contained in the consolidated financial
statements and unandited interim financial information. Management is responsible for
affirming to us in its representation letter and providing us information regarding the
recognition, measurement and disclosure of specific items, including but not limited to the
following:

e its assessment of the reasonableness of significant assumptions underlying fair value
measurements and disclosures in the consolidated financial statements or used to support
amounts in the consolidated financial statements; .

L
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e any plans or intentions that may affect the carrying value or classification of assets and
liabilities;

* information relating to the measurement and disclosure of transactions with related
parties; . |

e an assessment of all areas of measurement uncertainty known to management that are
required to be disclosed in accordance with CICA HB Section 1508, Measurement
Uncértainty,

¢ information relating to claims and possible claims, whether or not they have been
discussed with the Company’s legal counsel;

e information relating to other liabilities and contin gent gains or losses, including those
associated with guarantees, whether written or oral, under which the Company is
contingently liable;

e information on whether the Company has satisfactory title to assets, whether liens or
encumbrances on assets exist, or whether assets are pledged as collateral;

* Information relating to compliance with aspects of contractual agreements that may affect
the consolidated financial statements; and

o information concerning subsequent events.

At the conclusion of the applicable Audit Service, we obtain representation letters from
certain members of management to confirm significant representations on matters that are
directly related to items that are material, either individually or in the aggregate, to the
consolidated financial statements; matters that are not directly related to items that are
material to the consolidated financial statements but are si gnificant, either individually or in
the aggregate to the engagement; and those that are relevant to your judgments or estimates
that are material, either individually or in the aggregate, to the consolidated financial
statements. The responses to the inquiries of management, the written representations from
management and the results of our procedures comprise the evidential matter we will rely
upon in completing the applicable Audit Service.

Management of the Company is responsible for advising us of any documents or other
information provided during the course of the audit over which it intends to assert 2 claim of
privilege and should mark any such documentation accordin gly as further described in the
attached additional Terms and Conditions (refer to the provision captioned “Audiror
Oversight™).

- Management shall make appropriate inquiries of the Company’s officers, directors, and

substantial stockholders to determine whether any business relationships exist between any
such officer, director, or substantial stockholder (or any entity for or of which such an
officer, director, or substantial stockholder acts in a similar capacity) and EY or any other
member firm of the global Ernst & Young organization, other than one pursuant to which
such a member firm performs professional services. For this purpose, a “substantial

EY-GMX-2008-002335
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stockholder” is a person or entity (excluding mutual funds) that owns a beneficial interest of
five percent or more of the Company.

23. Management shall discuss any independence matters with EY that, in its judgment, could
bear upon EY’s independence.

Fees and Billings

24. We estimate that the fee for our audit of the 2008 consolidated financial statements will
range from $700,000 to $900,000 plus out of pocket expenses and the review of the

" unaudited interim financial information will range from $60,000 to $75,000 plus out of

ff“\i, pocket expenses per quarter. However, our actual fee may exceed the top of this range based

o on changes to the business (e.g., nature of the business or change in business entities) or

additional scope work. We will submit our invoices in accordance with the agreed upon

billing schedule, and payment of them will be made upon receipt.

25. Our estimated fees and schedule of performance are based upon, among other things, our
preliminary review of the Company’s records and the representations Company personnel
have made to us, and are dependent upon the Company’s personnel providing a reasonable
level of assistance during the Audit Services. Should our assumptions with respect to these

= matters be incorrect or should the results of our procedures, the condition of the records,

4 degree of cooperation, or other matters beyond our reasonable control require additional

commitments by us beyond those upon which our estimated fees are based, we may adjust

?’M; our fees and planned completion dates. Circumstances that may significantly affect the

’ targeted completion dates and our fee estimate include, but are not limited, to the following:

Audit Faciliation
(8) Changes to the timing of the engagement at the Company’s request;
(b) Audit schedules are not (i) provided by the Company on the date requested, (ii)
= completed in a format acceptable to EY, (iii) mathematically correct, or (iv) in agreement
i with Company records (e.g., general ledger accounts);

(c) Significant delays in responding to our requests; 4
= (d) Deterioration in the quality of the Company’s accounting records during the current year
o in comparison to the prior year;
(e) A completed trial balance, referenced to the supporting analyses and schedules and
financial statements, is not provided timely by the Company;
(1) Draft financial statements with appropriate supporting documentation are not prepared
accurately and timely by the Company;
“t (8) The engagement team, while performing work on the Company’s premises, is not
o provided with high-speed access to the Internet for purposes of conducting the engagement.

]
RO
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: Significant Issues or Changes

oy (2) Significant weaknesses are identified in the Company’s internal control over financial

| reporting that result in the expansion of our audit procedures;

(b) A significant level of proposed audit adjustments;

- (c) A significant number of financial statement drafis are submitted for our review ora

} significant level of deficiencies in the draft financial statements;

(d) Significant new issues or changes, such as new accounting issues, changes in accounting
policies, events or iransactions not contemplated in our budgets; changes in the Company’s

] financial reporting or IT systems, or changes in the Company’s personnel, their
responsibilities or their availability.
—~ (¢) Changes in audit scope caused by events that are beyond our control.
|

26. In addition, fees for any consent to the use of the audit report outside of Section 1(b) of the

Addendum or any special audit-related projects, such as proposed business combinations or
o research and/or consultation on special business or financial issues, will be billed separately
‘ from the fees referred to above and may be the subject of other written agreements
supplemental to those in this Agreement.

27. Canadian securities legislation requires that any reporting issuer filing an auditor’s report
— dated on or after March 30, 2004 must have that report signed by an auditing firm that has
b registered with the Canadian Public Accountability Board (“CPAB”). Audit firms registered
o with CPAB are required to fund CPAB’s costs. Fees are levied based on the most recent
audit fees as defined by CPAB, charged by the Canadian firm and reported in our
registration information. We will bill all reporting issuer clients a portion of the CPAB levy
on a recovery basis. Your proportionate share will be based upon the most recent audit fees
reported to CPAB and billed for your engagement, multiplied by the annual levy rate set by
CPAB. CPAB sets the rate annually and the fee for the most recent year that has been
determined was 1.6% of audit fees; however, the fee is subject to adjustment by CPAB.
This amount will be charged at the effective CPAB rate annually and will be billed when the
annual invoice is received from CPAB.

[l

Use and Disclosure of the Audit Report

28. The use and disclosure of EY s audit report shall be governed by the terms of the Addendum
attached to this letter, which form an integral part of this Agreement.

Other Maftters

29. The Company shall provide to us copies of the printer’s proofs of its anmual report prior to
publication for our review. Management of the Company bears the primary responsibility to
ensure the annual report contains no misrepresentations. Management is also responsible for

FY-GMX 2002002337
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identifying subsequent events and
the audited financial statements as

any errors or inconsistencies which may imp

H

providing appropriate disclosure in, and/or adjustment of,
a result of such events ag required by generally accepted

management and the Audit Committee as appropriate.

30. By your signature below, you confirm that the Company,

behalf and that you have been expressly authorized by the

Agreement on behalf of, and to bind, the Company.

31. The attached additional Terms and
and govern our respective rights an

Agreed:
Sino-Forest Corporation

by /y/d%
Namé:4Mr. David rsley
Title: CFO

Conditions form an integral part of this engagement letter
d obligations arising therefrom.

Yours very truly,

Earat ¥ MLLP

Chartered Accountants

Acknowledged on behalf of the

Company's Audit Committee:

EY-GMX-2008-002328
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Addendum
Use and Disclosure of the Audit Report

(1) Annual Financial Statements

(a) EY acknowledges that the Company is a reporting issuer under Canadian securities
legislation and/or is subject to securities legislation in other jurisdictions and has an
obligation to:

(i) file its annual financial statements and EY’s accompanying audit report (referred
to as the “audit report”) with the securities regulators having jurisdiction over the
Company; and

(i) distribute those documents to its security holders, either as part of the
Company’s annual report to shareholders (referred to as the “annual repott”) or
separately.

Filing those documents and/or including them in the annual report will result in such
documents being “released” as that term is defined under applicable securities laws.

(b) EY hereby consents (within the meaning contemplated by applicable securities laws)
to the annual filing of the audit report and to the inclusion of the audit report in the
annual report if all of the conditions set out below are met. The effective date of such
consent is deemed to be the date of the audit report. The conditions are as follows:

(i) the filing of the audit report or the distribution of the annual report, as the case
may be, occurs within 5 business days of the date of the audit report;

(i) neither the chief executive officer nor the chief financial officer of the Company
is aware of anything which would result in the financial statements containing a
misrepresentation (as such term is defined under applicable securities laws);

(iii) since the date of the audit report, no “material change” (as that term is defined
under applicable securities laws) or other event has occurred, or information has
become available, that would require disclosure in or adjustment to the financial
statements to make those statements current and in accordance with Canadian
generally accepted accounting principles as of the date that they are being
released; and

(iv) the consent provided in this engagement letter has not been withdrawn in writing
before the audit report is filed and/or the annual report is distributed.

10
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(¢) EY expressly does not consent to the use of the audit report, or the opinions
”*I expressed in the audit report, in any “document” or “public oral statement” (as those

terms are defined under applicable securities laws), in any other circumstance. In
particular, EY does not consent to:

~:' (i) the filing of the audit report after the outside date referred to in paragraph (b)(i);

o (i) the inclusion of the audit report in the annual report if the annual report is
4‘ distributed after the outside date referred to in paragraph (b)(i);

(ii) the inclusion of the audit report in:

| (1) a prospectus, a takeover bid circular, an issuer bid circular, a directors’
> : circular, a rights offering circular, or other document related to a

distribution, purchase or sale of securities of the Company or another
reporting issuer;

e (2) a business acquisition report or similar document filed by another reporting
; issuer; or

i r‘kfu_ _ (3) any “document” (as that term is defined under applicable securities laws)
YL other than as specified in 1(b); or

g (iv) the Company or any other person summarizing or quoting from the audit report
? in any “document” or “public oral statement” (as those terms are defined under
applicable securities laws).

o (d) If the Company wishes to (i) file the audit report with a securities commission after

" the outside date referred to in paragraph (b)(i) but within the time specified by the

! applicable securities legislation; or (i) include the audit report in the annual report if
‘ the annual report is distributed after the outside date referred to in paragraph (b)(i)
then; .

(1) a further written consent from EY is required; and

g (2) EY will undertake such additional procedures as are required in accordance with
1 professional standards to enable it to determine whether it can furnish its further
written consent.

| If, after completion of the applicable procedures, EY is in a position to provide its further
written consent to such use, it will do so in accordance with Assurance Guideline No. 44,

EY-GMX-2008-002340



t

ns EY-GMX-2008-002330/12
1 M ~ 105

=0

El ERNST & YouNG

. The Auditor's Written Consent to the Use of the Audit Report in a Continuous Disclosure
o Document, published by the Canadian Institute of Chartered Accountants,

(e) If the Company wishes to include, summarize, quote from or otherwise use the audit
N . report in any “document” or “public oral statement” (as those terms are defined under
-~ applicable securities laws), in any manner other than that permitted under paragraph

‘ (b) or (d), the following procedures will apply:

) . . . ™ .
J‘ (i) the Company will, in writing, request EY ’s further written consent to that use;

| L (i) if EY agrees that the request is an appropriate use of the audit report, the
: ’“' Company and EY will enter into an engagement letter setting out the terms of

such engagement, including the scope of the procedures to be undertaken by EY
and its fee for performing these services; and

(iii) EY will undertake such additional procedures as are required in accordance with
professional standards to enable it to determine whether it can furnish its further
’mi written consent.

If, after completion of the applicable procedures, EY is in a position to provide its
f_‘ further written consent to such use, it will do so in accordance with Assurance
I Guideline No. 44, The Auditor’s Written Consent to the Use of the Audit Report in a
B Continuous Disclosure Document, published by the Canadian Institute of Chartered
1’ Accountants.

I

(2) Interim Financial Statements

We expressly do not consent to the use of any communication, report, statement or opinion
prepared by EY on the interim financial statements and such communication may not be
included in, summarized in, quoted from or otherwise used in any “document™ or “public
oral statement” (as such terms are defined under applicable securities laws).
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Terms and Conditions

Except as otherwise specifically provided in the engagement letter or contract to which these terms and
conditions are attached (collectively, the "Agreement”) the following additional terms and conditions

. shall apply. As used herein "EY" refers to the Canadian firm of Emst & Young LLP. "EY Entities"

— means EY, all members of the global Emst & Young network, Emst & Young Global Limited, and any
| of their respective affiliates (and "EY Entity” means any one of them).

— 1. Services - EY shall exercise due professional care and competence in the performance of the services
: provided pursuant to this Agreement (the "Services").
::1 2. Unexpected Events - If changes to the scope or timing of any Services are required because of a

change in applicable law or professional standards or events beyond a party's reasonable control, but
not involving its fault or negligence (any of which, a "Change"), the parties agree to adjust the fees
= for, and/or timing of, the Services appropriately and, if necessary, client will obtain Audit Committee
o approval of such adjustments. Each party shall be excused from default or delay in the performance
of its obligations (other than payment obligations) under this Agreement to the extent caused by a
= Change.

3. Client Data & Information - Client will provide, or cause to be provided, to EY in a timely manner

4 complete and accurate data and information ("Client Data") and access to resources as may be
G reasonably required by EY to perform the Services. EY may disclose Client Data, including personal
mformation, to other EY Entities for the purposes of (i) rendering the Services, (i) fulfilling EY
= Entities’ professional obligations to manage conflicts of interest and to maintain auditor

g independence and (iif) implementing standardized performance recording and documentation systems
within the global Ernst & Young network. EY Entities or their service providers may process and
= store Client Data, which may include personal information, outside of Canada.

4. Confidentiality - Subject to the other terms of this Agreement, both client and EY agree that they
o will take reasonable steps to maintain the confidentiality of any proprietary or confidential
information of the other.

~=] 5. EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
g on disclosure contained in this Agreement, with regard to:

b (a) any oral or written statement or advice related to taxes provided by EY with regard to a

: person or entily that:

| (1) has any filing obligation with the US Intemal Revemue Service, or

79 (i1) qualifies as a US Controlled Foreign Corporation (i.e., a non-US corporation that has US

i , shareholders (US persons that directly or indirectly own 10% or more of the total
combined voting power of all of the classes of stock of such non-US corporation) that

T

-

L)
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own in the aggregate more than 50% of the total vote or value of such non-US
corporation);

gl (b) any oral or written statement or advice regarding US taxes or tax advice related to a

S transaction that could affect a US tax; or

(c) where SEC audit independence restrictions apply to the relationship between client and any

e EY Entity, any oral or written statement or advice to client as to any potential tax
consequences that may result from a transaction or the tax treatment of an item, -

(together, (a), (b) and (c) referred to as "Tax Advice"),

EY expressly authorizes client to disclose to any and all persons, without limitation of any kind, any

such Tax Advice, mcluding any fact that may be relevant to understanding such Tax Advice, and all

‘ ; materials of any kind (includin g opinions and other tax anal yses) provided to client in relation to

g such Tax Advice. However, because the Tax Advice is solely for the benefit of client and is not to be
relied upon by any other person or entity, client shall inform those to whom it discloses any such

’“:Jl mnformation that they may not rely upon any of it for any purpose without EY’s prior written consent.

. 6. Privacy - Client confirms to EY that it has obtained any consents that may be required under

ouil applicable privacy legislation for any collection, use or disclosure of personal information that is

i necessary in order for EY to provide the Services. EY shall adhere to applicable privacy legislation
when dealing with personal information that Wwas obtained from client. Personal information is

g collected, used and disclosed by EY in accordance with EY's privacy policy, which is available at
"‘ - http://www.ey.com/ca.

j 7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests or

orders from the Canadian Public Accountability Board or from professional, securities or other

regulatory or governmental authorities that fulfl] similar functions (both in Canada and abroad) to

i;, provide them with information and copies of documents in EY’s files including EY's working papers,

: and other work-product relating to client's affairs. Client consents to EY providing or producing, as
applicable, these documents and information without further reference to, or authority from, client.

e Except where prohibited by law, if a request or order is directly related to an inspection or

. investigation of EY's audit of client, EY will advise client of the request or order.

- When a regulatory authority requests access to EY's working papers and other work-product relating
to client's affairs, EY will, on a reasonable efforts basis, refuse access to any document over which
client has expressly informed EY that client asserts privilege, except where disclosure of documents
.:;_ is required by law or requested by a provincial Institute/Order of Chartered Accountants pursuant to
its statutory authority. Client must mark any document over which it asserts privilege as privileged
and inform EY of the grounds for client's assertion of privilege (such as whether it claims solicitor-
e client privilege or litigation privilege).

EY-GMX-2008-002343
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EY will also be required to provide information relating to the fees that EY collects from client for
the provision of audit services, other accounting services and non-audit services.

Internet Communications - Unless otherwise agreed with client, EY and other EY Entities may
correspond by means of the Internet or other electronic media or provide information to client in
clectronic form. There are inherent risks associated with the electronic transmission of information
on the Internet or otherwise. EY cannot guarantee the security and integrity of any electronic
communications sent or received in relation to this engagement and cannot guarantee that
transmissions or other electronic information will be free from infection by viruses or other forms of
malicious software.

Right to Terminate Services - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without cause, by providing written notice to the
other party. In the event of early termination, for whatever reason, client will be invoiced for time
and expenses incurred up to the end of the notice period together with reasonable time and expenses
incurred to bring the engagement to a close in a prompt and orderly manner. EY shall also have the
right, upon 7 days prior notice, to suspend performance of the Services in the event client fails to pay
any amount required to be paid under this Agreement.

. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the
performance of the Services. The costs of administrative items such as telephone, research material,
facsimile, overnight mail, messenger, administrative support, among others will be billed to client at
11.5% of EY's fees for professional services. Reasonable and custormary out-of-pocket expenses for
items such as travel, meals, accommodations and other expenses specifically related to this
engagement will also be charged.

- Billing & Taxes - Bills including expenses will be rendered on 2 regular basis as the assignment
progresses. Accounts are due when rendered. Interest on overdue accounts is calculated at the rate
noted on the invoice commencing 30 days following the date of the invoice. The fees, expenses and
other charges payable pursuant to this Agreement do not include taxes or duties. All applicable taxes
or duties, whether presently in force or imposed in the future, shall be assumed and paid by client
without deduction from the fees, expenses and charges hereunder.

. Governing Law - This Agreement shall be governed by and construed in accordance with the Jaws
of the Province of Ontario and the laws of Canada applicable therein, without regard to principles of
conflicts of law. The parties hereby irrevocably and unconditionally submit and attorn to the
exclusive jurisdiction of the courts of the Province of Ontario in connection with any dispute, claim
or other matter arising out of or relating to this Agreement or the Services.

. EY Reports - EY retains all copyright and other intellectual property rights in everything developed,
designed or created by EY either before or during the course of an en gagement including systems,

EY-GMX-2008-002344
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methodologies, software, know-how and working papers. EY also retains all copyright and other
intellectual property rights in all reports, advice or other communications of any kind provided to
client in any form (written or otherwise) during the course of an engagement ("Reports"), al though
client shall have the full right to use any Reports within its own organization. Any Reports are
provided solely for the purpose of this engagement. Subject to "EY Waiver Re: Tax Advice" above,

~ not, and will not permit others to, refer to EY or reproduce, quote or refer to any Report (or any
portion, summary or abstract thereof) in any document filed or distributéd in connection with (i)a
purchase or sale of securities or (i1) continuous disclosure oblj gations under applicable securities
(M laws. EY does not assume any duties or obligations to third parties who may obtain access to any ,
; Reports. Any services or procedures performed for client will ot be planned or conducted (i) in
contemplation of reliance by particular third parties (ii) with respect to any specific transaction
~ contemplated by a third party or (ii1) with respect to the interests or requirements of particular third
parties. Client may not rely on any draft Report.

=t - 14. Limitation of Liability - To the fullest extent permitted by law and regardless of whether such
i liability is based on breach of contract, tort (including negligence), breach of statute, sirict liability,
failure of essential purpose or otherwise,

party has been advised of the likelihood of such damages; and

(¢) in any case the total aggregate liability of EY arising out of or relating to this Agreement or the
Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (i)
$1,000,000. This paragraph (c) shall not limit Lability for death, bodily injury, physical damage
to tangible property, fraud or wilful misconduct.

-~ For the purposes of this section ("Limitation of Liabilizy"), the term EY includes al] other EY Entities
; and any subcontractors, members, shareholders, directors, officers, managers, partners or employees

) of EY or any other EY Entity.
=1

15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all of
I the other liabilities and obli gations of EY under this Agreement whether or not performed, in whole
f ' or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity. Client and
its affiliates or other persons or entities for or in respect of which any of the Services are provided

| EY-GMX-2008-002345
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! shall have no recourse, and shall bring no claim, against any EY Entity other than EY, or against any
; subcontractors, members, shareholders, directors, officers, Tnanagers, pariners or employees of EY or
{’:3 any other EY Entity, or any of their respective assets, in connection with the performance of the
jo Services or otherwise under the Agreement. Other EY Entities and any subcontractors, members,
“ shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity shall
[ j have the express benefit of this section and shall have the right to rely on and enforce any of its
, terms.
f’ ,_#{ 16. No Application - The preceding two sections (Limitation of Liability, Global Resources) shall not
I apply to the extent prohibited by applicable law or regulation (including for these purposes
: applicable rules and interpretations of the US Securities and Exchange Commission relating to

i auditor independence and any applicable rules or guidance from a provincial Institute/Order of
) Chertered Accountants having Jjurisdiction).

)"J 17. Solicitation & Hiring of EY Personnel - EY's independence could be compromised if client were to
t hire certain EY personnel. Without the prior written consent of EY, client shall not solicit for
‘- employment or for a position on its Board of Directors, nor hire, any current or former partner or
= professional employee of any of EY, any affiliate thereof or any other EY Entity, if such partner or
| professional employee has been involved in the performance of any audit, review, attest or assurance
service for or relating to client at any time since the date of filing of client's most recent financial
=] statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has not
) previously filed such financial statements, since the beginning of the most recent fiscal year to be
covered by client's first such financial staternents), or in the 12 months preceding that date,

18. Severability - In the event any provision of this Agreement is determined to be invalid, illegal or
unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement to
= the extent required and the remainder of this Agreement shall remain in full force and effect.

19. Legal Proceedings - In the event EY is requested by client or is required by government regulation,
=i subpoena, or other legal process to produce documents or personnel as witnesses with respect to the
engagement for client, and provided that EY is not a party to the legal proceedings, client shall
reimburse EY for professional time and expenses, as well as the fees and expenses of counsel,
-3 incurred in responding to such requests.

20. LLP Status - EY is a registered limited liability partnership (*LLP") continued under the laws of the
-] province of Ontario and is registered as an extra-provincial LLP in Quebec and other Canadian
| provinces. Generally, a partner of an LLP has a degree of limited liability protection in that he or she
is not personally liable for any debts, obligations or liabilities of the LLP that arise from the
—] negligence of another partner or any person under that partner’s direct supervision or control. As an
LLP, EY isrequired to maintain certain insurance. EY's insurance exceeds the mandatory

1
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£ professional liability insurance requirements established by any provincial Institute/Order of
R Chartered Accountants.

L 21. Miscellaneons - EY shall provide all Services as an independent contractor and nothing shall be
i construed to create a parmership, joint venture or other relationship between EY and client. Neither
M[ party shall have the right, power or authority to obligate or bind the other in any manner. This
‘ Agreement shall not be modified except by written agreement signed by the parties. This Agreement
. may not be assigned in whole or in part by client without EY's prior written consent, not to be
unreasonably withheld. Any terms and provisions of this Agreement that by their nature operate
beyond the term or expiry of this Agreement shall survive the termination or expiry of this
. Agreement, including without limitation those provisions headed Client Dafa & Information,
i~ :I Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liability, Global
: Resources, Solicitation & Hiring of EY Personnel, and Legal Proceedings. This Agreement shall
o enure to the benefit of and be binding upon the parties and their respective successors and permitied
i '“( assigns. The provisions of this Agreement shall operate for the benefit of, and may be enforced by,
U other EY Entities and any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity. This Agreement constitutes the entire
; 1& agreement between the parties relating to its subject matter and supersedes all prior representations,
. negotiations and understandings.

LAAABS\S\Sino-Forest CorporationiCorrespondence {1ef2008\Sino-Forest 2008 engagement letter.doc
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Mr. David Horsley
. Chief Financial Officer
=/ Sino-Forest Corporation
" 90 Burnhamthorpe Rd W., Suite 1208
Mississauga, ON, L5B 3C3

Dear Mr. Horsley:

;l 1.

Ernst & Young LLP

Chartered Accountants

Pacific Centre

700 West Georgia Street

P.O. Box 10101

Vancouver, British Columbia V7Y 1C7

Tel: 604 891 8200
Fax: 604 643 5422
ey.com/ca

1 October 2009

This engagement letter, including any additional terms that are attached, (collectively, the
“Agreement”) confirms the terms upon which Emst & Young LLP (*we” or “EY”) has been

engaged to audit and report on the consolidated financial statements of Sino-Forest
gl Corporation (“Sino-Forest” or the “Company”) for the year ending December 31, 2009. The
services described in this paragraph may hereafter be referred to as either "Audit Service” or

“Audit Services.”

Consolidated financial statement audit responsibilities and limitations

The objective of the audit is to €xpress an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, results of operations
and cash flows of the Company in conformity with Canadian generally accepted accounting
principles. Should conditions not now anticipated preclude us from completing the audit and

issuing a report, we wilf advise the Audit Committee and management promptly and take such

action as we deem appropriate.

3. We will conduct the audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable, rather than

-1, absolute, assurance that the consolidated financial statements taken as a whole are free of
material misstatement, whether caused by error or fraud or illegal acts whose consequences
have a material effect on the consolidated financial statements. As the Company is aware, there
— are inherent limitations in the audit process, including, for example, the use of judgment and

; selective testing of data, and the fact that much of the audit evidence available to the auditor is

persuasive rather than conclusive in nature. Furthermore, because of the nature of fraud,
=) including attempts at concealment through collusion and forgery, an audit designed and

j executed in accordance with Canadian generally accepted auditing standards may not detect a
- material fraud. Further, while effective internal control reduces the likelihood that misstatements

~1 will occur and remain undetected, it does not eliminate the possibility. For these reasons, we

cannot guarantee that fraud, error and illegal acts, if present, will be detected when conducting
an audit in accordance with Canadian generally accepted auditing standards. Accordingly,
) there is some risk that a material misstatement of the financial statements would rerg
| undetected. Also, an audit is not designed to detect error or fraud thatis i

consolidated financial statements.

aterial
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4. In accordance with professional standards established by the Canadian Institute of Chartered
Accountants (*CICA”"), we will communicate certain matters related to the conduct and results of
T the audit to the Company’s Audit Committee. Such matters include, when applicable,
disagreements with management, whether or not resolved; serious difficulties encountered in
; performing the audit; our level of responsibility under professional standards in Canada for the
e financial statements, for internal_control, and for other information in documents containing the
' audited financial statements; unrecorded audit differences that were determined by
management to be immaterial, both individually and in the aggregate, to the financial
- statements as a whole; changes in the Company’s significant accounting policies and methods
for accounting for significant unusual transactions or for controversial or emerging areas; our
judgments about the quality of the Company’s accounting principles; our basis for conclusions
= regarding sensitive accounting estimates; management’s consultations, if any, with other
‘ accountants; and major issues discussed with management prior to our retention.

— 5. We will obtain pre-approval from the Audit Committee for any services we are to provide to the
" Company pursuant to the Audit Committee’s pre-approval process, policies and procedures. In
addition, in accordance with CICA Handbook Section 5751, Communications with Those Having
. Oversight of the Financial Reporting Process, we will communicate in writing to the Audit
: ’ Committee any relationships between EY, its partners and professional employees and Sino-
o Forest (including related entities) that, in our professional judgment, may reasonably be thought
- to bear on our independence. Further, we will confirm our independence with respect to Sino-
Forest.

8. As part of our audit, we will consider, solely for the purpose of planning our audit and
determining the nature, timing, and extent of our audit procedures, the Company’s internal
control over financial reporting. Our consideration of internal control for the audit of the financial
statements will not be sufficient to enable us to express an opinion on the effectiveness of
internal control over financial reporting or to identify all significant weaknesses.

7 1 we determine that there is evidence that misstatements, resulting from error, other than trivial
| errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other than
i ilegal acts that are considered inconsequential), we will bring such matters to the attention of
an appropriate level of management. The type and significance of the matter to be
‘ communicated will determine the level of management to which the communication is directed
o and whether the communication is also made to the Audit Committee. If we become aware of
fraud involving senior management or fraud (whether caused by senior management or other
o employees) that causes a material misstatement of the consolidated financial statements, we
. will report this matter directly to the Audit Committee. We will also determine that the Audit
Committee is adequately informed of misstatements, resulting from error, other than trivial
| errors and illegal or possibly illegal acts that come to our attention unless they are clearly
o a inconsequential. In addition, we will inform the Audit Committee and appropriate members of
management of significant audit adjustments, as well as related party transactions identified by

EY-HC-2009-000325
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us that are not in the normal course of operations and that involve significant judgments made
by management concerning measurement and disclosure.

We will communicate in writing to management and the Audit Committee all significant
weaknesses in the design or implementation of internal controls to prevent or detect fraud or
error noted during our audit of the Company'’s financial statements. In addition, if we become
aware that the Audit Commitiee’s oversight of the Company’s external financial reporting and
internal control over financial reporting is ineffective, we will communicate our conclusion in
writing to the Board of Directors.

We also may communicate to the appropriate levels of management other opportunities we
observe for economies in or improved controls over the Company’s operations. The matters
communicated will be those that we identify during the course of our audit. Audits do not
usually identify all matters that may be of interest to management in discharging its
responsibilities.

Reviews of unaudited interim financial information

10.

1.

12.

13.

We will perform a review of the Company’s unaudited interim financial information in
accordance with CICA Handbook Section 7050, Auditor Review of Interim Financial Statements,
for the first, second and third quarters of the Company’s fiscal year and we will report orally to
the Audit Committee in this regard.

A review of interim financial information consists principally of performing analytical procedures
and making inquiries of management responsible for financial and accounting matters. A review
is substantially less in scope than an audit conducted in accordance with Canadian generally
accepted auditing standards, the objective of which is the expression of an opinion regarding
the financial statements taken as a whole. Accordingly, we will not express an opinion on the
interim financial information.

A review includes obtaining sufficient knowledge of the entity’s business and its internal control
as it relates to the preparation of both annual and interim financial information to: identify the
types of potential material misstatements in the interim financial information and consider the
likelihcod of their occurrence; and select the inquiries and analytical procedures that will provide
us with a basis for communicating whether we are aware of any material modifications that
should be made to the interim financial information for it to conform with Canadian generally
accepted accounting principles.

A review is not designed to provide assurance on internal control or to identify significant
weaknesses. However, we will communicate with the Audit Committee regarding any significant
weaknesses noted during our review procedures.

EY-HC-2008-000326
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14. 1f, during our review procedures, we determine there is evidence that fraud or illegal or possibly

iliegal acts exist or may have occurred (other than illegal acts that are clearly inconsequential),
we will bring such matters to the attention of an appropriate level of management. If we become
aware of fraud involving senior management or fraud (whether caused by senior management
or other employees) that causes a material misstatement of the interim financial information, we
will report this matter directly to the Audit Committee. We will determine that the Audit
Committee is adequately informed of illegal acts that come to our attention unless they are
clearly inconsequential. We also will inform the Audit Commitiee and appropriate members of
management of significant unrecorded differences noted during our review procedures.

Management’s responsibilities and representations

15.

16.

17.

18.

The preparation and fair presentation of the consolidated financial statements and unaudited
interim financial information in accordance with Canadian generally accepted accounting
principles are the responsibility of the management of the Company. Management is
responsible for establishing and maintaining effective internal controls, for properly recording
transactions in the accounting records, for safeguarding assets, and for identifying and ensuring
that the Company complies with the laws and regulations applicable to its activities.

Managemeht of the Company is responsible for providing us with and making available
complete financial records and related data and copies of all minutes of meetings of
shareholders, directors and committees of directors; information relating to any known or
probable instances of non-compliance with legislative or regulatory requirements, including
financial reporting requirements; and information regarding all related parties and related party
transactions. Failure to provide this information on a timely basis may cause us to delay our
report, modify our procedures or even terminate the engagement.

Management of the Company is responsible for adjusting the consolidated financial statements
and unaudited interim financial information to correct material misstatements and for affirming
to us in its representation letter that the effects of any unrecorded differences accumulated by
us during the applicable Audit Service and pertaining to the latest period presented are
immaterial, both individually and in the aggregate, to the consolidated financial statements and
unaudited interim financial information taken as a whole.

The design and implementation of internal controls to prevent and detect fraud and error are the
responsibility of the Company’s management, as is an assessment of the risk that the
consolidated financial statements may be materially misstated as a result of fraud. Management
of the Company is responsible for apprising us of all known instances of fraud or suspected
fraud, illegal or possibly illegal acts and allegations involving financial improprieties received by
management or the Audit Committee (regardless of the source or form and including, without
limitation, allegations by “whistle-blowers,” employees, former employees, analysts, regulators
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or others), and for providing us full access to information and facts relating to these instances
and allegations, and any internal investigations of them, on a timely basis. Allegations of

] financial improprieties include allegations of manipulation of financial results by management or

employees, misappropriation of assets by management or employees, intentional circumvention
of internal controls, inappropriate influence on related party transactions by related parties,

—I. intentionally misleading EY, or other allegations of ilegal acts or fraud that could have a non-

5 trivial effect on the financial statements or otherwise affect the financial reporting of the

Company. If the Company limits the information otherwise available to us under this paragraph

= (based on the Company'’s claims of solicitor/client privilege, litigation privilege, or otherwise), the
Company will immediately inform us of the fact that certain information is being withheld from
us. Any such withholding of information could be considered a restriction on the scope of our

- Audit Services and may prevent us from opining on the Company’s financial statements;
prevent us from consenting to the inclusion of previously issued auditor's reports in future
Company filings; or otherwise affect our ability to continue as the Company’s auditors. We will

i . disclose any such withholding of information to the Audit Committee.

19. As required by Canadian generally accepted auditing standards, we will make specific inquiries
—_t of management about the representations contained in the consolidated financial statements
—’ and unaudited interim financial information. Management is responsible for affirming to us in its
= representation letter and providing us information regarding the recognition, measurement and
) disclosure of specific items, including but not limited to the following:

e its assessment of the reasonableness of significant assumptions underlying fair value
measurements and disclosures in the consolidated financial statements or used to support
amounts in the consolidated financial statements;

» any plans or intentions that may affect the carrying value or classification of assets and
r= liabilities;

e information relating to the measurement and disclosure of transactions with related parties;

e an assessment of all areas of measurement uncertainty known to management that are
required to be disclesed in accordance with CICA HB Section 1508, Measurement
oy Uncertainty,

¢ information relating to claims and possible claims, whether or not they have been discussed
with the Company’s legal counsel;

o ¢ information relating to other liabilities and contingent gains or losses, including those
associated with guarantees, whether written or oral, under which the Company is
i contingently liable;

FY_.HC 20n0_NNNR2K
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20.

22.

EY-HC-2009-000324/6

* information on whether the Company has satisfactory title to assets, whether liens or
encumbrances on assets exist, or whether assets are pledged as collateral:

» information relating to compliance with aspects of contractual agreements that may affect the
consolidated financial statements; and

» information concerning subsequent events.

At the conclusion of the applicable Audit Service, we obtain representation letters from certain
members of management to confirm significant representations on matters that are directly
related to items that are material, either individually or in the aggregate, to the consolidated
financial statements; matters that are not directly related to items that are material to the
consolidated financial statements but are significant, either individually or in the aggregate to
the engagement; and those that are relevant to your judgments or estimates that are material,
either individually or in the aggregate, to the consolidated financial statements. The responses

“to the inquiries of management, the written representations from management and the results

of our procedures comprise the evidential matter we will rely upon in completing the applicable
Audit Service.

. Management of the Company is responsible for advising us of any documents or other

information provided during the course of the audit over which it intends to assert a claim of
privilege and should mark any such documentation accordingly as further described in the
attached additional Terms and Conditions (refer to the provision captioned “Auditor Oversight").

Management shall make appropriate inquiries of the Company’s officers, directors, and
substantial stockholders to determine whether any business relationships exist between any
such officer, director, or substantial 'stockholder (or any entity for or of which such an officer,
director, or substantial stockholder acts in a similar capacity) and EY or any other member firm
of the global Ernst & Young organization, other than one pursuant to which such a member firm
performs professional services. For this purpose, a “substantial stockholder” is a person or
entity (excluding mutual funds) that owns a beneficial interest of five percent or more of the
Company.

23. Management shall discuss any independence matters with EY that, in its judgment, could bear

upon EY’s independence.

118
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Fees and billings

5:_1 24. We estimate that the fee for our audit of the 2009 consolidated financial statements will range -
’ from $775,000 to $862,000 plus out of pocket expenses and the review of the unaudited interim

financial information will be $75,000 plus out of pocket expenses per quarter. However, our

—l actual fee may exceed our estimated fee based on changes to the business (e.g:, nature of the

business or change in business entities) or additional scope work. Qut-of-scope activities will be

agreed with management on a weekly basis throughout the course of the audit and will be billed

— at a rate ranging from $180 to $200 per hour. We will submit our invoices in accordance with
the agreed upon billing schedule, and payment of them will be made upon receipt.

1 25. Our estimated fees and schedule of performance are based upon, among other things, our

N preliminary review of the Company’s records and the representations Company personnel have.
E made to us, and are dependent upon the Company’s personnel providing a reasonable level of
assistance during the Audit Services. Should our assumptions with respect to these matters be
incorrect or should the results of our procedures, the condition of the records, degree of
cooperation, or other matters beyond our reasonable control require additional commitments by
Lo us beyond those upon which our estimated fees are based, we may adjust our fees and planned
‘*’ completion dates. Circumstances that may significantly affect the targeted completion dates
o F and-our fee estimate include, but are not limited, to the following:

ok

Audit facilitation

,, (a) Changes to the timing of the engagement at the Company’s request;

(b) Audit schedules are not (i) provided by the Company on the date requested, (i) completed in
a format acceptable to EY, (i) mathematically correct, or (iv) in agreement with Company
¥ records (e.g., general ledger accounis);

(c) Significant delays in responding to our requests;

(d) Deterioration in the quality of the Company’s accounting records during the current year in
comparison to the prior year;

(e} A completed trial balance, referenced to the supporting analyses and schedules and financial
staternents, is not provided timely by the Company;

m—_

(f) Draft financial statements with appropriate supporting documentation are not prepared
accurately and timely by the Company;

! (g) The engagement team, while performing wark on the Company's premises, is not provided
| with high-speed access to the Internet for purposes of conducting the engagement.

EY-HC-2009-000330
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| Significant issues or changes

— (h) Significant weaknesses are identified in the Company's internal control over financial
reporiing that result in the expansion of our audit procedures;

(i) A significant level of proposed audit adjustments;

(i) A significant number of financial statement drafts are submitted for our review or a significant
level of deficiencies in the draft financial statements;

(k) Significant new issues or changes, such as new accounting issues, changes in accounting
policies, events or transactions not contemplated in our budgets; changes in the Company's
= financial reporting or IT systems, or changes in the Company's personnel, their
| responsibilities or their availability.

o () Changes in audit scope caused by events that are beyond our control.

26. In addition, fees for any consent to the use of the audit report outside of Section 1(b) of the
= Addendum or any special audit-related projects, such as proposed business combinations or
”@ research and/or consuitation on special business or financial issues, will be billed separately
from the fees referred to above and may be thé subject of other written agreements
o supplemental to those in this Agreement.

27. Canadian securities legislation requires that any reporting issuer filing an auditor’s report dated
J on or after March 30, 2004 must have that report signed by an auditing firm that has registered
‘ ‘ with the Canadian Public Accountability Board (“CPAB”). Audit firms registered with CPAB are
" required to fund CPAB’s costs. Fees are levied based on the most recent audit fees as defined
J by CPAB, charged by the Canadian firm and reported in our registration information. We will bill
i all reporting issuer clients a portion of the CPAB levy on a recovery basis. Your proportionate
’ share will be based upon the most recent audit fees reported to CPAB and billed for your
: engagement, multiplied by the annual levy rate set by CPAB. CPAB sets the rate annually and
| the fee for the most recent year that has been determined was 1.6% of audit fees; however, the
' fee is subject to adjustment by CPAB. This amount will be charged at the effective CPAB rate
annually and will be billed when the annual invoice is received from CPAB.

Use and disclosure of the audit report

7 T]‘ 28. The use and disclosure of EY’s audit report shall be governed by the terms of the Addendum
1 attached to this letter, which form an integral part of this Agreement.
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i Other matters

ol ' 29. The Company shall provide to us copies of the printer's proofs of its arnual report prior to

o publication for our review. Management of the Company bears the primary responsibility to

' ensure the annual report contains no misrepresentations. Management is also responsible for

,‘ identifying subsequent events and providing appropriate disclosure in, and/or adjustment of, the

L audited financial statements as a result of such events as required by generally accepted

‘ accounting principles. We will review the report for consistency between the annual financial

] statements and other information contained in the report, and to determine if the financial

- statements and our report thereon have been accurately reproduced. If we identify any errors or
inconsistencies which may impact on the financial statements, we will advise management and

~] the Audit Committee as appropriate.

30. The attached additional Terms and Conditions form an integral part of this engagement letler -
and govern our respective rights and obligations arising therefrom.

EY appreciates the opportunity to be of assistance to the Company. To confirm the terms upon
. which the Company has agreed to engage EY, please have this letter signed below where indicated
i g’ and return it to Ms. Linda Zhu, 700 West Georgia Street, P.O. Box 10101, Vancouver, BC V7Y 1C7,
D Canada.

Yours very truly,

Chartered Accountants

Agreed: Acknowledged on behalf of the

SR
|

Sino-Forest Corporation Company's Audit Committ

- o G

Name:/Mr. David 'orsley ame: \Mr. Jamie Hy?!
o/ Title:  Chief Financial Officer Chairman of the Audit Committee

—_— =L

4 I have the authority to bind the Company.
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Addendum
Use and disclosure of the audit report
1. Annual financial statements
v (a) EY acknowledges that the Company is a reporting issuer under Canadian securities

legislation and/or is subject to securities legislation in other jurisdictions and has an
obligation to:

oy
(T

(i) file its annual financial statements and EY's accompanying audit report (referred to as the
= “audit report”) with the securities regulators having jurisdiction over the Company; and

(i) distribute those documents to its security holders, either as part of the Company’s annual
e report to shareholders (referred to as the "annual report”) or separately.

Filing those documents and/or including them in the annual report will result in such
_} documents being “released” as that term is defined under applicable securities laws.

L (b) EY hereby consents (within the meaning contemplated by applicable securities laws) to the
. annual filing of the audit report and to the inclusion of the audit report in the annual report if
‘ all of the conditions set out below are met. The effective date of such consent is deemed to
‘ be the date of the audit report. The conditions are as follows:

] t (i) the filing of the audit report or the distribution of the annual report, as the case may be,
T oceurs within 5 business days of the date of the audit report;

; ; (i) neither the chief executive officer nor the chief financial officer of the Company is aware
Lo of anything which would result in the financial statements containing a misrepresentation
(as such term is defined under applicable securities laws);

(iii) since the date of the audit report, no “material change” (as that term is defined under

applicable securities laws) or other event has occurred, or information has become
7 available, that would require disclosure in or adjustment to the financial statements to
C make those statements current and in accordance with Canadian generally accepted
accounting principles as of the date that they are being released; and

(iv) the consent provided in this engagement letter has not been withdrawn in writing before
the audit report is filed and/or the annual report is distributed.
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(c) EY expressly does not consent to the use of the audit repont, or the opinions expressed in
: the audit report, in any “document” or “public oral statement” (as those terms are defined
) under applicable securities laws), in any other circumstance. In particular, EY does not
o consent to:

(i) the filing of the audit report after the outside date referred to in paragraph (b)(i);

(ii) the inclusion of the audit report in the annual report if the annual report is distributed after
the outside date referred to in paragraph (b)(i);

(iii) the inclusion of the audit report in:

il ) (1) a prospectus, a takeover bid circular, an issuer bid circular, a directors' circular, a
g rights offering circular, or other document related to a distribution, purchase or sale of
securities of the Company or another reporting issuer;

(2) a business acquisition report or similar document filed by another reporting issuer; or

(3) any “document” (as that term is defined under applicable securities laws) other than
-Q as specified in 1(b); or

(iv) the Company or any other person summarizing or quoting from the audit report in any
*document” or “public oral statement’ (as those terms are defined under applicable
securities laws).

(d) If the Company wishes to (i) file the audit report with a securities commission after the
outside date referred to in paragraph (b)(i) but within the time specified by the applicable
securities legisiation; or (i) include the audit report in the annual report if the annual report is
distributed after the outside date referred to in paragraph (b)(i) then;

(1) a further written consent from EY is required; and

(2) EY will undertake such additional procedures as are required in accordance with
professional standards to enable it to determine whether it can furnish its further
written consent.

=)

If, after completion of the applicable procedures, EY is in a position to provide its further
~= written consent to such use, it will do so in accordance with Assurance Guideline No. 44, The
o Auditor’s Written Consent to the Use of the Audit Report in a Continuous Disclosure
Document, published by the Canadian Institute of Chartered Accountants.
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(e) If the Company wishes to include, summarize, quote from or otherwise use the audit report in
any “document” or “public oral statement” (as those terms are defined under applicable

—] securities laws), in any manner other than that permitted under paragraph (b) or (d), the

X following procedures will apply:

(i) the Company will, in writing, request EY’s further written consent to that use;

(i) if EY agrees that the request is an appropriate use of the audit report, the Company and
EY will enter into an engagement letter setting out the terms of such engagement,
including the scope of the procedures to be undertaken by EY and its fee for performing
these services; and '

(i) EY will undertake such additional procedures as are required in accordance with
professional standards o enable it to determine whether it can furnish its further written
consent.

If, after completion of the applicable procedures, EY is in a position to provide its further
written consent to such use, it will do so in accordance with Assurance Guideline No. 44, The
= Auditor’s Written Consent to the Use of the Audit Report in a Continuous Disclosure
3 % Document, published by the Canadian Institute of Chartered Accountants.

= 2. Interim financial statements

We expressly do not consent to the use of any communication, report, statement or opinion
prepared by EY on the interim financial statements and such communication may not be
included in, summarized in, quoted from or otherwise used in any “document” or “public oral
statement” (as such terms are defined under applicable securities laws).

i
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o Terms and Conditions

it Except as otherwise specifically provided in the engagement letter or contract to which these terms
| and conditions are attached (collectively, the "Agreement”) the following additional terms and
| conditions shall apply. As used herein "EY" refers to the Canadian firm of Ernst & Young LLP. "EY
ﬁ[ Entities" means EY, all members of the global Ernst & Young network, Emst & Young Global
Lo Limited, and any of their respective affiliates (and "EY Entity" means any one of them).

ﬁl 1. Services - EY shall exercise due professional care and competence in the performance of the
; services provided pursuant to this Agreement (the "Services").

- 2. Unexpected events - If changes to the scope or timing of any Services are required because of
| a change in applicable law or professional standards or events beyond a party's reasonable

! control, but not involving its fault or negligence (any of which, a "Change"), the parties agree o
o adjust the fees for, and/or timing of, the Services appropriately and, if necessary, Client will

’ obtain Audit Committee approval of such adjustments. Each party shall be excused from default
L or delay in the performance of its obligations (other than payment obligations) under this

s Agreement to the extent caused by a Change.

L 3. Client data and information - Client will provide, or cause to be provided, to EY in a timely
_ manner complete and accurate data and information ("Client Data") and access to resources as
I’ may be reasonably required by EY to perform the Services. EY may disclose Client Data,
including personal information, to other EY Entities for the purposes of (i) rendering the Services,
} (ii) fulfilling EY Entities' professional obligations to manage conflicts of interest and to maintain
; ' auditor independence and (iii) implementing standardized performance recording and
’ documentation systems within the global Ernst & Young network. EY Entities or their service
providers may process and store Client Data, which may include personal information, outside of
] Canada.

4. Confidentiality - Subject to the other terms of this Agreement, both Client and EY agree that
they will take reasonable steps to maintain the confidentiality of any propristary or confidential
information of the other.

o 5. Privacy - Client confirms to EY that it has obtained any consents that may be required under

E applicable privacy legislation for any collection, use or disclosure of personal information that is
necessary in order for EY to provide the Services. EY shall adhere to applicable privacy

= legislation when dealing with personal information that was obtained from Client. Personal

' information is collected, used and disclosed by EY in accordance with EY's privacy policy, which
is available at http://www.ey.com/ca.
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6. Auditor oversight - Client hereby acknowledges that EY may from time to time receive requests

or orders from the Canadian Public Accountability Board or from professional, securities or other
regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to
pro_vide them with information and copies of documents in EY's files including EY's working
papers, and other work-product relating to Client's affairs. Client consents to EY providing or
producing, as applicable, these documents and information without further reference to, or

authority from, Client. Except where prohibited by law, if a request or order is directly related to

an-inspection or investigation of EY'’s audit of Client, EY will advise Client of the request or order.

When a regulatory authority requests access to EY's working papers and other work-product
relating to Client's affairs, EY will, on a reasonable efforts basis, refuse access to any document
over which Client has expressly informed EY that Client asserts privilege, except where
disclosure of documents is required by law or requested by a provincial Institute/Order of
Chartered Accountants pursuant to its statutory authority. Client must mark any document over
which it asserts privilege as privileged and inform EY of the grounds for Client's assertion of
privilege (such as whether it claims solicitor-Client privilege or litigation privilege).

EY will also be required to provide information relating to the fees that EY collects from Client for
the provision of audit services, other accounting services and non-audit services.

. Internet communications - Unless otherwise agreed with Client, EY and other EY Entities may

correspond by means of the Internet or other electronic media or provide information to Client in
electronic form. There are inherent risks associated with the electronic transmission of
information on the Intemet or otherwise. EY cannot guarantee the security and integrity of any
electronic communications sent or received in relation to this engagement and cannot guarantee
that transmissions or other electronic information will be free from infection by viruses or other
forms of malicious software.

Right to terminate services - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without cause, by providing written notice to
the other party. In the event of early termination, for whatever reason, Client will be invoiced for
time and expenses incurred up to the end of the notice period together with reasonable time and
expenses incurred to bring the engagement to a close in a prompt and orderly manner. EY shall
also have the right, upon 7 days prior notice, to suspend performance of the Services in the
event Client fails to pay any amount required to be paid under this Agreement.

Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with
the performance of the Services. The costs of administrative items such as telephone, research
material, facsimile, overnight miail, messenger, administrative support, among others will be
billed to Client at 11.5% of EY's fees for professional services. Reasonable and customary out-
of-pocket expenses for items such as travel, meals, accommodations and other expenses
specifically related to this engagement will also be charged.
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