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Coutt of Appeal File No.:
S.C.J. Court File No.: CV-12-8667-00CL

COURT OF APPEAL FFOR ONTARIO

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.8.C, 1985, ¢. C-36, AS AMENDED, AND IN THE MATTER OF A PLAN OF
COMPROMISE OR ARRANGEMENT OI SINO-FOREST CORTORATION

Court of Appeal File No.:
S.C.J. Cowrt File No.: CV-11-431153-00CP

COURT OF APPEAL FOR ONTARIO
BETWEEN:

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

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED
(formerly known as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W,
JUDSON MARTIN, IKAI KIT POON, DAVID J. HORSLEY, WILLIAM E.
ARDELL, JAMES I", BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON
MURRAY, PETER WANG, GARRY J, WEST, POYRY (BELJING) CONSULTING
COMPANY LIMITED, CREDIT SUISSE SECURITIES (CANADA), INC,, TD
SECURITIES INC., DUNDEE SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC,, SCOTIA CAPITAL INC,,
CIBC WORLD MARKETS INC,, MERRILL LYNCH CANADA INC,,
CANACCORD FINANCIAL LTD., MAISON PLACEMENTS CANADA INC,,
CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE,
FENNER & SMITH INCORPORATED (successor by merger to Banc of America

Securities LL.C) .
Defendants

Proceeding under the Class Proceedings Act, 1992

NOTICE OF MOTION
(Motion For Directions)

THE APPELLANTS (MOVING PARTIES), Invesco Canada Lid,, Northwest &

Ethical Investinents L.P., Comité Syndical National de Retraite Bétirente Inc,, Matrix



Asset Management Inc., Gestion Férique and Montrusco Bolton Investments Inc,

(“Appellants™), will make a motion to a judge of the Court of Appeal for Ontario on May

1, 2013 at 10:00 a.m,, or as soon after that time as the motion can be heard, at Osgoode

Hall, 130 Queen St. West, Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard orally,
PROPOSED TIME REQUIRED FOR HEARING: One hour
THIS MOTION IS FOR:

1‘. an Order waiving or abridging the notice, service and filing obligations pursuant fo
the Rufes of Civil Procedure with respect to this motion for directions;

2, if necessary, an Order waiving or abridging the service, notice and filing
obligations pursuant to the Rides of Civil Procedure and validating any late service
and/or filing of the Notice of Motion for Leave to Appeal from the orders dated
March 20, 2013 of Justice Morawetz, being the Settlement Approval Order and
Representation Dismissal Order;

3. an Order directing that all materials related to this motion, the moti.ons for leave to
appeal, and, should leave be granted, all related appeals, may be served by
clectronic mail, and that proof of receipt of that email is not necessary to validate
service for the purpose of filing the materials with the Court;

4, an Order consolidating the present motion for leave to appeal with the pending
motion for leave to appeal fiom the order dated December 10, 2012 of the
Honourable Mr. Justice Morawetz, Court of Appeal File No.: M42068 (“Sanction

-Order™), and, should leave be granted, all related appeals;



an Order directing that the hearings of the motions for leave to appeal and the
appeals of the Sanction Order, Settlement Approval Order, and Representation
Dismissal Order be consolidated and heard together before a panel of three judges,
orally;

an Order expediting the hearing of all such motions for leave to appeal and alf such
appeals of the Sanction Order, Settlement Approval Order, and Representation
Dismissal Oxder;

an Order transferring the materials filed on the hearing before Justice Morawetz
giving rise to the Settlement Approval Order and Representation Dismissal Ovder
(motion heard February 4, 2013) and on the hearing before Justice Morawetz
giving rise to the Sanction Order (motion heard December 7, 2012) fo the Court of
Appeal, and allowing the parties to rely on these materials for the motions for leave
to appeal the Sanction Order, Settlement Approval Order, and Representation
Dismissal Order, and, should leave be granted, all related appeals; and

an Order granting leave to the Appellants to act as the representative party for the

purposes of this proposed appeal, if necessaty.

THE GROUNDS FOR THE MOTION ARI:

The present motion for leave to appeal and the motion for leave to appeal the
Sanction Order, pending in Court of Appeal File No.: M42068, concern a common
principal issue: under what circumstances are non-debtor third-party releases .
available in Companies’ Creditors Arrangement Aet, R.S.C. 1985, ¢. C-36

(“C'CAA”) restructuring plans;



The present motions for leave, the motion for leave to appeal the Sanction Order,
and the appeals of the Sanction Oxder, Settlement Approval Order, and
Representation Dismissal Order should be heard together as soon as possible by
this Count;

The proposed within appeals raise serious issues of importance to the parties which
affect the parties, the capital markets and the administration of justice in Canada;
The Plan of Compromise and Reorganization of Sino-Forest Corporation has been
implemented and the CCAA lit-igation stay has expired, The proposed appeal and
this motion for directions will not unduly hinder the progress of the CCAA
proceeding;

The Applicant and Respondents in this proceeding will not suffer prejudice if the
relief sough herein is granted;

The Service List is lengthy and service by facsimile is oncrous for the patties.
Service by electronic mail is a just, fair, efficient and expeditious manner for
effecting service;

The Initial Order of Justice Morawetz under the CCAA proceedings, dated March
30, 2012, provided that “the Applicant, the Monitor, and any party who has filed a
Notice of Appearance may serve any cowrt materials in these proceedings by e-
mailing a PDF or other electronic copy of such materials to counsels' enail
addresses as recorded on the Service List from time to time, and the Monitor may
posta cépy of any or all such materials on the Monifor‘s Website”;

It would be an efficient use of tesources to transfer the materials filed on the

hearings before Justice Morawetz to the Court of Appeal,



10,
1.
12.

13.

14.

The CCAA, in particular, sections 6, 13, and 14 thereof;

Sections 6(1)(b), 7(2) and 134(2) of the Courts of Justice Act,

Sections 30(3) and 30(5) of the Class Proceedings Act, 1992, S.0. 1992, ¢. &;

Rules 1,04, 2,01, 6,01, 10, 16.08, 37, and 61 of the Rules of Civil Procedure;
Section 11.2 of the Practice Direction Concerning Civil Appeals in the Cowrf of
Appeal; and

such further and other grounds as counsel may advise and this Honourable Court

may permit,
THE BASIS OIF THE APPELLATE COURT*S JURISDICTION IS:

Sections 6{1)(b), 7(2) and 134(2) of the Courts of Justice Aet, R.8.0. 1990, c. C-43;
Sections 30(3) and 30(5) of the Class Proceedings Act, 1992, S.0. 1992, ¢. 6; and
Sections 13 and 14 Companies’ Creditors Arrangement Act, R.8.C, 1988, ¢. C-36.

THE FOLLOWING DOCUMENTS WILL BE USED AT THE HEARING
OF THE MOTION:

The motion materials filed below on the heating before Justice Morawetz giving
rise to the Setftlement Approval brder and Representation Dismissal Order (motion
heard February 4, 2013;

The motion materials filed below on the hearing before Justice Morawetz giving
rise to the Sanction Order (motion heard December 7, 2012);

All orders made, and the Monitor’s reports filed, in the CCAA proceedings; and

such other documents as counsel may advise and this Honourable Court may

permit,
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Bitirente Inc., Matrix Asset Management
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Investments Inc.
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Coutt of Appeal File No.: M42404
S.C.J. Court File No.: CV-12-9667-00CL

COURT OF APPEAL FOR ONTARIO

IN THE MATTER OF THE CO;PIPANIES ?CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢, C-36, AS AMENDED, AND IN THE MA'TTER OFF A PLAN OF
COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION

Court of Appeal File No.: M42404
S.C.J, Comt File No.: CV-11-431153-00CP

COURT OF APPEAL FOR ONTARIO
BETWEEN: ' '

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

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED
(formerly knavwn as BDO MCCABE LO LIMITED), ALLEN T,Y. CHAN, W.
JUDSON MARTIN, KAI KIT POON, DAVID J, HORSLEY, WILLIAM E.
ARDELL, JAMES P. BOWLAND, JAMES M.E, HYDE, EDMUND MAK, SIMON
MURRAY, PETER WANG, GARRY J, WEST, POYRY (BEIJING) CONSULTING
COMPANY LIMITED, CREDIT SUISSE SECURITIES (CANADA), INC,, TD

SECURITIES INC., DUNDEE SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC,,
CIBC WORLD MARKETS INC,, MERRILL LYNCH CANADA INC,,
'CANACCORD FINANCIAL LTD., MAISON PLACEMENTS CANADA INC,,
CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE,
FENNER & SMITH INCORPORATED (successor by merger to Banc of America
Securities LI.C)
Defendants

Proceeding under the Class Proceedings Act, 1992

AMENDED NOTICE OF MOTION
(Motion For Directions)

THE APPELLANTS (MOVING PARTIES), Invesco Canada Litd., Northwest &

Ethical Tnvestments L.P,, Comité Syndical National de Retraite Bétirente Inc., Matrix




Asset Management Inc, Gestion Férique and Monfrusco Bolton Investments Ine.
(“Appeilatﬁs”), will make a motion to a judge of the Coutt of Appeal for Ontario on May
1, 2013 at 10:00 a.m., or as soon afler that time as the motion can be heard, at Osgoode
Hall, 130 Queen St. West, Toronto, Ontario,

PROPOSED METHOD OF HEARING: The .motion is fo be heard orally.

PROPOSED TIME REQUIRED FOR HEARING: One hour |

THIS MOTIONIS FOR:

1. an Order waiving or abridging the notice, service and filing obligations pursuant to
“the Rules of Civil Procedure with respect to this motion for directions;

2. if necessary, an Order waiving or abridging the service, notice and filing
obligations pursuant to the Rudes of Civil Procedure and validating any late sexvice
and/or filing of the Notice of Motion for Leave to Appeal from the orders dated
March 20, 2013 of Justice Morawetz, being the Settlement Approval Order and
Representation Dismissal Order;

3 an Order directing that all materials related to this motion, the motions for leave to
appeal, and, should leave be granted, all related appeals, may be served by
electronic mail, and that proof of receipt of that email is not necessary to validate
service for the purpose of filing the materials with the Court;

4. an Order consolidating the present motion for leave to appeal with the pending
motion for leave to appeal from the order dated D-ecember 10, 2012 of the
Honourable M, Justice Morawetz, Cowrt of Appeal File No.: M42068 (“Sanction

Order™), and, should leave be granted, all related appeals;



an Order directing that the hearings of the motions for leave to appeal and the
appeals of the Sancfion Order, Settlement Approval Order, and Representation
Dismissal Order be consolidated and heard together before a panel of three judges,
orally;

an Quder directing that the hearing on the motion to quash the Appellants’ Notice

of Appeal in Court of Appeal File No, C56961 be consolidated and heard together,

orally, before the same panel of thiee judges assigned to hear the motions for leave

to appeal and, should leave be granted, all related appeals;

an Order expediting the hearing of all such motions for leave to appeal and all such
appeals of the Sanction Order, Settlement Approval Order, and Representation
Dismissal Order;

an Order transferring the materials filed on the hearing before Justice Morawetz
giving 1ise to the Settlement Approval Order and Representation Dismissal Order
(motion heard Februatry 4, 2013) and on the hearing before Justice Morawetz
giving rise to the Sanction Order (motion heard December 7, 2012) to the Court of
Appeal, and allowing the paties to rely Von these materials for the motions for leave
to appeal the Sanction Order, Settlement Approval Order, and Represen_tation
Dismissal Order, and, should leave be granted, all related appeals; and

an Order granting leave to the Appellants fo act as the representative party for the

purposes of this proposed appeal, if necessary.

10




THE GROUNDS FOR THE MOTION ARE:

The present motion for leave to appeal and the motion for leave fo appeal the
Sanction Order, pending in Court of Appeal File No.: M42068, concern a common
principal issue: under what circuﬁlsmnces are non-gebtor third-party releases
available in Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-36
(“CCAA) restructuring plans;

The present motions for leave, the motion for leave to appeal the Sanction Order,
and the appeals of the Sanction Ovder, Settlement Approval Order, and
Representation Dismissal Order should be heard together as soon as possible by
this Count;

The proposed within appeals raise serious issues of importance to the parties which
affect the pariies, the capital markets and the adininistration of justice in Canada;

Judicial economy would be served by directing that the imotion to quash the

Appellants’ Notice of Appeal in Court of Appeal File No, €C56961 be heard af the

same fime as the consolidated hearing for the motions for leave to appeal and all

related appeal;

The Plan of Compromise and Reorganization of Sino-Forest Corporation has been
implemented and the CCAA litigation stay has expired, The proposed appeal .and
this motion for directions will not unduly hinder the progress of the CCAA
proceeding;

The Applicant and Respondents in this proceeding will not suffer prejudice if the

relief sought herein is granted,

11



10.
11.
12.
13.

14,

15.

12

The Setvice List is lengthy and service by facsimile is onerous for the parties.
Service by electronic mail is a just, fair, cfficient andl expeditious manner for
effecting service;

The Initial Order of Justice Morawetz under the CCAA proceedings, dated March
30, 2012, provided that “the Applicant, the Monitor, and any party who has filed a
Notice of Appearance may serve any court materials in these proceedings by e-
mailing a PDF or other electronic copy of such materials to counsels’ email
addresses us recorded on the Service List from time to time, and the Monitor may
post a copy of any or all such materials on the Monitor's Website™;

It would be an efficient use of resources to transfer the materials filed on the
hearings before Justice Morawetz to the Court of Appeal;

The CCAA, in particular, sections 6, 13, and 14 thereof;

Sections 6(1)(b), 7(2) and 134(2) of the Courts of Justice Act,

Sections 30(3) and 30(5) of the Class Proceedings Act, 1992, S.0. 1992, c. 6;
Rules 1.04, 2.01, 6.01, 10, 16.08, 37, and 61 of the Rules of Civil Procedure;

Section 11.2 of the Practice Direction Concerning Civil Appeals in the Cour! of

" Appeaf; and

such further and other grounds as counsel may advise and this Honourable Coust

may permit,
THE BASIS OF THE APPELLATE COURT'S JURISDHCTION IS:

Sections 6(1)(b), 7(2) and 134(2) of the Courts of Jz{slicé Act, R.S.0. 1990, c. C-43;
Sections 30(3) and 30(5) of the Class Proceedings Act, 1992, 8,0, 1992, ¢, 6; and

Sections 13 and 14 Companies’ Creditors drrangement Act, R.S.C. 1985, ¢, C-36.




THE FOLLOWING DOCUMENTS WILL BE USED AT THE HEARING
OF THE MOTION:

The motion materials filed below on the hearing before Justice Morawetz giving
rise fo the Settlement Approval Ovder and Representae_ion Dismissal Order (motion
heard February 4, 2013;

The motion materials filed below on the hearing before Justice Morawetz giving
rise to the Sanction Order (motion heard December 7, 2012);

All orders made, and the Monitor's reports filed, in the CCAA proceedings; ‘and

such other documents as counsel may advise and this Honourable Court may

permit,

April 17,2012

TO;

KIM ORR BARRISTERS P.C.
19 Mercer Street, 4" Floor
Toronto, Ontario

MSV 1H2

Michael C. Spencer (LSUC #59637F)
Won J. Kim (LSUC #32918H)
Megan B. McPhee (LSUC #48351()

Tel: (416) 596-1414
Fax: (416) 598-0601

Lawyers for the Appellants, Invesco Canada
Litd., Northwest & Ethical Investments 1.P,,
Comité Syndical National de Retraite
Bitirente Inc,, Matrix Asset Management
Inc., Gestion Férigue and Montrusco Bolton
Investments Inc.

THE SERVICE LIST
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Typed version of handwritten motion endorsement

The Trustees of the Labourers’ Pension Fund of Central and Eastern
Canada et al v. Sino-Forest Corporation et al

Court File No.: M42404 (M42399)

Heard: May 1, 2013

Simmons J.A.:

[1]

Order to go as follows:

1. Leave motion for the settlement approval order and the
representation dismissal order to be perfected by May 10, 2013
and responding material delivered by May 17, 2013.

2. Motion to quash to be perfected by May 10, 2013.

3. Leave motion for the sanction order to be consolidated with the
leave motion for the settlement order and representation dismissal
order.

4. Motion to quash to be listed for hearing during the same week the
leave motions are listed (preferably Thursday or Friday).

5. The issue of representation for the purposes of any appeal reserved
to the leave panel or the appeal panel as are issues of expediting
any appeals.

6. Service of all documents may be by email, proof of service

disper\;‘sed with.
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7. Reply factums, if any, to be delivered within 5 days of responding
material.

8. Perfection of the appeal not requiring leave suspended pending the
motion to quash; in other words time shall nat run.

9. Leave motions to be listed for the week of June 24, 2013, the motion
to quash is set for June 28,‘ 2013 — 30 minutes for the moving
party, 20 minutes for the responding party.

10. Costs of today reserved to the panel hearing the leave motions
and motion to quash.

11. The motion to consolidate the leave motions and the appeails is

dismissed.

“Janet Simmons J.A.”
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢, C-36, AS AMENDED, AND IN THE MATTER OF A PLAN OF
COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION

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

ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:

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

Plaintiffs
- and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED
(formerly known as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W,
JUDSON MARTIN, KAI KIT POON, DAVID J, HORSLEY, WILLIAM E.
ARDELL, JAMES P, BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON
MURRAY, PETER WANG, GARRY J. WEST, POYRY (BEIJING)
CONSULTING COMPANY LIMITED, CREDIT SUISSE SECURITIES
(CANADA), INC,, TD SECURITIES INC,, DUNDEE SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC.,, SCOTIA CAPITAL
INC,, CIBC WORLD MARKETS INC., MERRILL LYNCH CANADA INC,,
CANACCORD FINANCIAL LTD., MAISON PLACEMENTS CANADA INC,,
CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE,
FENNER & SMITH INCORPORATED (successor by merger to Banc of America
Securifies LLC)

Defendants

Proceeding under the Class Proceedings Act, 1992

AFFIDAVIT OF ERIC J. ADELSON
(Sworn January 18, 2013)
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I, ERIC J. ADELSON, of the City of Toronto, in the Province of Ontario, MAKE
OATH AND SAY:

I. I am the Senior Vice President, Secretary, and Head of Legal of Invesco Canada
Ltd. (“Invesco™) and as such T have personal knowledge of the matters to which I depose

in this affidavit.

2. Invesco was established in 1981 and is one of Canada’s leading investment
management companies, with approximately $24 billion in asseis under management.
Invesco’s parent company, Invesco Lid., is a leading independent global investment
manager with approximately $680 billion in assets under management.

3. I respectfully submit this affidavit in support of Invesco’s and the other

' objections to the proposed settlement between the plaintiffs (“Ontario

Objectors’
Plaintiffs) in the Labourers’ Pension Fund of Central and Eastern Canada v, Sino-
Forest Corporation, Court file No. 11-CV-431153CP (“Class Action”) and Emst &

Young LLP and its related entitics (“E&Y™) (the “E&Y Scttlement”).

4, I also respectfully submit this affidavit in support of the motion by Invesco under
Rule 10.03 of the Rules of Civil Procedure for relief from the binding effect of a
Representation Order and a Settlement Approval Order in the event this Court appoinis
the Ontario Plaintiffs as representatives of all Securities Claimants and grants the

proposed Settlement Approval Order.

Obijections to the E&Y Settlement

5. Invesco objects to the E&Y Settlement as follows:

" Invesco Canada Ltd., Northwest & Ethical Investments L.P., Comité Syndicat National de Retraite
Bitirente Inc., Matrix Asset Management Inc., Gestion Férique and Montrusco Bolton Invesiments Inc.

008
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b)

c)

It was improper for the Ontario Plaintiffs to have traded away the opt out

rights of class members in this Class Action, or to have rendered such opt

* out rights illusory, by agreeing to provide a full and final release under

Article 11,1 (“Release”™) of the Plan of Compromise and Reorganization
(“Plan™) of the claims of Securities Claimants (as defined in Schedule A of
the proposed order) against E&Y in this Companies’ Creditors
Arrangement Act (“CCAA”) proceeding, in retum for what the Ontario
Plaintiffs’ counsel believe to be a “substantial premium” amount to be paid

by E&Y into the proposed Settlement Trust;

it is improper for the Ontario Plaintiffs to seek, and it would be improper
for the Court to approve, any settlement and any rclease of Securities
Claimants’ claims against E&Y, in this CCAA proceeding, under the

present circumstances;

it is improper for the Ontario Plaintiffs to seck, and it would be improper
for the Court to approve, any settiement of class members’ claims against
E&Y in this Class Action without either (a)} excluding the persons who
opted out in response to the Péyry notice if the Péyry opt out procedure is
found to have been proper, or (b) providing for certification, notice, and
opt out rights to Securities Claimants in connection with this settlement —
and in either case assuring that any such opt outs are not illusory by virtue

of any Releases as described above;
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d) it is improper and belated for the Ontario Plaintiffs to seek, and it would be
improper for the Court to approve, the requested representation order in

connection with the Release and settlement described above;

e) it is improper for the Ontario Plaintiffs to present, and it would be
improper for the Court to consider and approve, the E&Y Settlement in
instalments, particuiarly in the absence of any plan for distributing any
funds deposited in the proposed Settlement Trust. In the absence of a
distribution plan, the Objectors cannot evaluate the sufficiency of the E&Y

settlement consideration; and

f) the Objectors reserve the right to supplement these grounds in response to

further information emerging in these proceedings.

Attached hereto and marked as Exhibit “A” is the Notice of Objection of Invesco dated

January 17, 2013,

6. Invesco caused mutual funds managed by it (“Funds”) to purchase a large amount
of Sino-Forest shares during the class period. Those Funds held those shares on June 2,
2011, and suffered substantial Iossés. I and others at Invesco were aware of the ensuing
class litigation and knew Invesco was an absent class member in the Class Action. We
were also aware that Sino-Forest sought CCAA protection, but we did not anticipate that
the apparently routine activity in the CCAA proceedings would affect Invesco’s rights as
against E&Y and other defendants in the Class Action, other than as against Sino-Forest
and its subsidiaries and perhaps against the company’s directors and officers to some

extent,
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7. Invesco retained Kim Orr Barristers P.C. (“Kim Orr”) in mid-November 2012
when it appeared that upcoming events in the Sino-Forest CCAA proceedings might affect
investors’ rights, However, I did not see anything in the CCAA4 proceedings that could or
would imperil Invesco’s right to proceed separétely against E&Y or any other “third-party
defendants” if Invesco determined that such a course of action would be prudent once a
class was certified or a seftlement was proposed, because 1 believed that opt out rights

would be provided as a matter of normnal procedure in the Class Action,

8. I believe that there was nothing in the pre-December 3, 2012 versions of the Plan
which raised concern at Invesco. In fact, the November 28, 2012 version of the Plan
preserved under Article 7.5 the equity Class Action claims against third-party defendants.

Attached as Exhibit “B” is a true copy of the November 28, 2012 Plan.

9. On December 3, 2012, Class Counsel announced that a settlement had been
entered into with E&Y, whereby E&Y would pay $117 million into a Settlement Trust
formed as part of the CCAA proceedings, in return for release of all claims that could be
advanced against E&Y by any person in connection with Sino-Forest. Also on December
3, 2012, an amended Plan was filed. For the first time in the CCAA proceedings, Article
11 of this Plan contained a so called “framework™ for settlement of claims against third-
party defendants, including specific provisions concerning the settlement by and Releases
- for E&Y, and also allowing Named Third Party Defendants to avail themselves of similar

provisions for unspecified settlements and Releases in the future,

10.  The disclosures of the proposed E&Y Setilement and the Plan “framework” in
early December 2012 caused me to have grave concerns about the direction of these

proceedings, about the preservation of investors’ opt out rights as against E&Y and other

011
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third-party defendants, and ultimately about investors’ ability fo obtain a fair adjudication

of the merits of their claims against E&Y and other third-party defendants,

11, I previously submitied my affidavit in this CCA44 proceeding, sworn on December
6, 2012, requesting an adjournment of the application before the Court at that time and
offering preliminary reasons for objecting to the Plan’s Release provisions. As 1 statéd at
paragraph 10 of my December 6, 2012 affidavit, the Ontario Securitics Commissions
(*OSC”) issued a Statement of Allegations against E&Y on December 3, 2012, alleging
that BE&Y had failed to comply with Generally Acceptable Auditing Standards in
connection with its audits of Sino-Forest’s financial statements®> Attached hereto and

marked as Exhibit “C” is a real and true copy of my affidavit sworn December 6, 2012,

12, Since that time, the events that have unfolded have deepened my objections to the
Plan, which this Court subsequently sanctioned in the Order of Justice Morawetz dated
December 10, 2012, and to the E&Y Settlement, which is now before this Court for

review in both the CCAA and Class Proceedings Act, 1992 (“CPA”) contexts,

13, The statements I made in my December 6, 2012 affidavit remain valid, and T

respectfully adopt them in support of Invesco’s objections,

14,  Texpressed concerns, in paragraph 15 of my December 6, 2012 affidavit, that the
Plan “framework™ might have been devised to allow E&Y to “bind investors to [a]
setilement without giving them the opportunity to opt out and pursue their claims on the

merits outside the Class Action.”

? Staternent of Allegations against Emst & Young by the Ontario Securities Commission dated December 3,
2012, Plaintiffs Motion Record (Returnable February 4, 2013), Tab FF, at p, 825.

012

26



15.  This Court, in its Endorsement denying Invesco’s request to adjourn the Sanction
Hearing dated December 10, 2012, determined that such concerns wére premature and
should be addressed in connection with a later motion for approval of the settlement with
E&Y.> That time has now arived. It appears to me that my previously expressed
_concerns were and are wholly valid. Invesco accordingly renews its strenuous objection

and opposition to approval of this settlement.

le, T have not seen anything to indicate that either the “framework™ or the Minuies of
Settlement between the Ontario Plaintiffs and E&Y was or is necessary for the remainder

of the Plan to be implemented.

17.  Invesco was also mindful that Class Counsel had reached a proposed settlerhent
with Péyry (Beijing) Consulting Company Ltd (“P8yry”), one of the defendants in the
Class Action, on March 20, 2012, and that Janvary 15, 2013, was the opt out deadline
established by the class action court in connection with that settlement. Invesco
determined to opt out, inasmuch as we were not satisfied with Class Counsel’s
representation of our interests as a class member. A true copy of Invesco’s opt out form

without Invesco’s trading records is attached as Exhibit “D”,

18. It appcared to us that the Péyry opt out procedure might involve a “Catch 227
provision - if we opted out to pursue our remedies individually, we might be giving up
our ability to share in any settlement proceeds, but the proposed full Release of E&Y
might prevent us from seeking remedies on our own, thus making the opt out right

illusory. Accordingly, in an effort to avoid such a trap, our opt out form states that:

3 Plan Sanction Endorsement dated December 10, 2012, Plaintiffs Motion Record {Returnable February 4,
2013), Tab El, at p. 215-216 af paras, 20, 22-25,
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This opt-out is submitted on condition that, and is intended to
be effective only to the extent that, any defendant in this
proceeding does not receive an order in this proceeding, which
order becomes final, releasing any claim against such
defendant, which includes a claim asserted on an opt-out basis
by Invesco Canada Ltd. Otherwise this opt out right would be
wholly illusory.

19. 1 believe that following the sanction hearing, Class Counsel disseminated a
memorandum in which they openly stated they “believe that E&Y paid a substantial
premium in order to be released from all claims through the Insolvency Proceeding.”
Attached hereto and marked as Exhibit “E” is a true copy of the Memorandum by
Siskinds LLP to institutional investors dated December 31, 2012, That Memorandum
incorrectly stated that Invesco “ignored” an invitation to discuss the E&Y Settlement with
Class Counsel; in fact, | had gone out of town for the holidays by the time that invitation
was extended. Furthermore, on January 11, 2013, Invesco participated in a teleconference

with Class Counsel on a without prejudice basis,

20.  As stated at paragraph 16 of my December 6, 2012 affidavit, Invesco does not
view the Ontario Plaintiffs and Class Counsel, with whom it has no direct relationship, as
authorized to represent its interests in connection with Sino-Forest and/or E&Y. Invesco
never instructed Class Counsel to bargain away Invesco’s right to opt out of the Class

Action.

21, Invesco views the grant of no-opt-out Releases to third-party defendants to

constitute a misuse of the CCAA process.

22, On January 11, 2013‘, Invesco’s concerns about the misuse of the CCAA to grant

third-party defendants no-opt-out Releases were reinforced when it was announced that
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Allen Chan, alleged by the OSC to have committed fraud in connection with Sino-Forest",

was added as a Named Third Party Defendant and thus became cligible to receive a

Release under Article 11.2 of the Plan without opt outs, Attached as‘Exhibits “F, QY

and “H” are the letters from Jennifer Stam to the Service List dated January 11, 2013, the

response from Kim Orr, dated January 11, 2013, and the reply dated January 12, 2013,

respectively.

23,  Under the present circumstances, Invesco is unable to assess the adequacy and

fairness of the proposed settlement amount offered by E&Y:

a)

b)

d)

Invesco and its counsel have not been provided access to any documents
relating to E&Y’s audit work at Sino-Forest. T believe that Class Counsel

has not had full access to such documents either;

investigations by the OSC and the RCMP into E&Y’s audit work at Sino-
Forest have not been completed and the resuits have not been reported to

the public;

the amount of insurance coverage available to E&Y with respect to its

audit work for Sino-Forest has not been publicty disclosed; and,

it is not yet established whether E&Y or its agents had knowledge that
Sino-Forest’s public representations (including its financial statements)
concerning the company’s assets and business operations were materially

false, or whether those parties were reckless in not recognizing those facts.

4 Statement of Allegations issued against Sino and certain officers and directors issued by the Ontario
Securities Commission dated May 22, 2012, Plaintiffs Motion Record (Returnable February 4, 2013), Tab

EE, at p. 786,
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24, Approval of the E&Y Settlement in these circumstances would send a signal to
publicly listed companies, professional service firms, and other third parties that may be
accused of securities fraud, that the CCAA process can be used by them to procure
settlements and Releases of the claims against them without providing opt out rights to

injured investors.

Ontario Plaintiffs Should Not Be Appointed as Representatives

25.  The Ontario Plaintiffs and Class Counsel should not be appointed under Rule 10
of the Rules of Civil Procedure to represent Invesco and the other Objectors represented

by Kim Orr, Kim Orr already represents our interests.

26,  The Ontario Plaintiffs and Class Counsel previously sought to represent class

members in the CCAA proceeding, but that motion was never granted.

27. 1 do not believe that the Ontario Plaintiffs and Class Counsel have properly
represented Invesco’s interests in this matter, and in fact they have acted contrary to our

interests, as described above,

28.  The fact that Class Counsel believe that the proposed settlement consideration
includes a “substantial premium” attributable to the negation of opt out rights also leads
me to conclude that Class Counsel are in a conflict position with investors who seck to
opt out, in that Class Counsel will seeck an award of class counsel fees based on a
percentage of the overall settlement consideration, which reportedly includes a premium
feﬂecting loss of our opt out rights. Attached as Exhibit “1” is, to the best of my

knowledge and belief, an excerpt from a true copy of Contingency Fee Joint Retainer
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Agreement between the Ontario Plaintiffs and Class Counsel signed in July and August

2012.

29.  The Ontario Plaintiffs’ representation request is particularly misguided in that it
seeks to vest authority in Class Counsel retroactively, to provide a veneer of regularity

over a previously negotiated settlement to which Invesco in fact objects.

Order Requested

30.  Invesco respectfully requests that this Cowrt dismiss the motion to approve the

E&Y Settlement.

31.  Iu the altemmative, Invesco respectfully requests that retief from the binding effect
of the Representation Order and Settlement Approval Order be granted to Invesco and the

other Objectors represented by Kim Orr,

SWORN before me at the City of )
Toronto, in the Province of Ontario, )
this 18™day of January, 2013.
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A Commissioner for taking affidavits,
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This is Exhibit “E” to the affidavit of Eric J. Adelson,
sworn before me at the City of Toronto, in the Province
of Ontario, this (£ ™ day of January, 2013,
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A Commissioner for taking affidavits.
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100 Lombard Streat, Suite 302, Toronto, ON M5C 1M3 FIRM
MEMORANDUM
FRON Siskinds LLP
DATE December 31, 2012
SUBJECT The Ernst & Young Settlement in the Sino-Forest Securities Litigation

We write in response to disinformation circulated recently by the Toronto-based law firm of
Kim O PC (“Kim Orr™), in connection with a class action (the “Ontario Action”) pending in
the Ontario Superior Court of Justice (the “Court™) against Sino-Forest Corporation (*Sino™)
and certain other defendants, including Ernst & Young LLP (“E&Y™), Sino’s former auditors.

By way of background, our firm and the Toronto-based law firm of Koskie Minsky LLP
(together, “Siskinds-Koskie”) are counsel to the plaintiffs in the Ontario Action. Siskinds-
Koskie were appointed as such by the Court in January 2012, Two other law firms vied with
Siskinds-Koskie for the role of counsel to the putative class, including Kim Orr. When the
Court appointed Siskinds-Koskie to act for the putative class, it ranked Kim Ori fast of the
three competing counsel groups.

It has come to our attention that Kim Orr has sent correspondence to various institutional
investors in which Kim Orr claims to have a better appreciation of the class members’ interests
than Court-appointed counsel to the putative class. We have reviewed the Kim O
correspondence and write to you in order to respond to Kim Or’s eriticisms of the proposed
settlement with E&Y (“E&Y Settlement™). Kim Our’s criticisms are meritless.

Preliminarily, we note that Kim Orr has never requested an explanation of the rationale for the
E&Y Scttlement from us. In fact, on December 12, 2012, we invited Kim Orr and its clients to
discuss the E&Y settlement with us. They ignored that invitation.

The proposed E&Y Settlement is for CAD$117 miltion, This is by far the largest auditor
settlement in the history of Canadian securities class actions, It is also, to the knowledge of
Siskinds-Koskie, the fifth largest auditor settlement of a securities class action in the world.
By any rational measure, the E&Y Settlement is, in the words of Kim Orr partner Won Kim,
“g very big seitlement.”

Kim Om’s correspondence also neglects to mention that the historic E&Y Settlement enjoys
the support of numerous large institutions, including:

¢ Paulson & Co., the largest holder of Sino shares priot to the release of the Muddy
Waters report in June 2011 (approximately 14% of Sino’s outstanding shares);

o Davis Selected Advisers LP, the second largest holder of Sino shares prior to the
Muddy Waters report (approximately 13% of Sino’s outstanding shares};

London - Terento - Quebec City - Montreal SISKINDS.com
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o The trustees of the Labourers’ Pension Fund of Central and Eastern Canada, one of the
representative plaintiffs, a pension fund with more than $2.5 billion in assets;

=

o The trustees of the International Union of Operating Engineers, one of the
representative plaintiffs, a pension fund with more than $1.5 hillion in assets; and

e Sjunde AP-Fonden, one of the representative plaintiffs, the Swedish National Pension
Fund managing approximately $15.9 billion in assets.

Collectively, these institutions have a stake in the litigation which dwarfs that of Kim Onr’s
clients.

The class reached the historic E&Y Settlement despite a range of challenges, including an
auditor liability limit under Canada’s statutory regime for secondary market misrepresentation
which may well be less than $10 million. Siskinds-Koskie was also obliged to contend with a
Canadian insolvency proceeding instituted by Sino in March 2012 (the “Insolvency
Proceeding”). The Insolvency Proceeding resulted in a stay of the Ontario Action, and had the
potential to result in the release of all claims against E&Y for a sum that is far less than $117
million,

In considering Kim Orr’s assertions, you should also be aware that Kim Orr has not
participated in the Insolvency Proceeding, has not reviewed relevant audit documents that
were produced in the course of that proceeding, did not seek to participate in the mediation and
other settlement discussions that took place during that proceeding, and took no overt steps to
further the interests of its clients or those of other members of the putative class in the
Insolvency Proceeding, notwithstanding that Kim Orr was aware of and actively monitored the
Insolvency Proceeding. By contrast, Siskinds-Koskie took numerous steps to protect the
interests of the putative class in the Insolvency Proceeding, including filing a proof of claim on
behalf of the putative class to ensure that the claims of its members were not extinguished,

In its correspondence, Kim Orr also complains that the E&Y Settlement does not provide for
opt out rights, and warns that this is an ominous precedent for investor rights in Canada. What
Kim Ot ignoves is that this feature of the E&Y Settlement arises in the peculiar context of the
Insolvency Proceeding. It is not a precedent for class actions generally in Canada, On the
contrary, the absence of opt-out rights has long been a standard feature of Canadian insolvency
proceedings. Morcover, Siskinds-Koskie believe that E&Y paid a substantial premium in
order to be released from all claims through the Insolvency Proceeding.

Finally, in its correspondence, Kim Ory claims that the settlement approval process is being
conducted with “unseemly haste.” In fact, Siskinds-Koskie have been working and continue to
work to an expedited schedule that is coordinated with Sino’s Insolvency Proceeding, with the
goal of ensuring that the putative class does not lose the opportunity for this extraordinary

Siskinds LLP
Page 2
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settlement. All steps taken in the Insolvency Proceeding are subject to court supervision, and
the date for the court’s consideration of the settlement was set by the court, on notice to Kim
Orr, after hearing Kim Orr’s objections. Regardless, events have unfolded in a way that has
permitted the settlement approval hearing to be adjourned from January 4, 2013 to February 4,
2013, so as to afford class members additional time to evaluate the settlement.

Conference Calls

Members of the putative class should make their own assessment of the faimmess and
reasonablencss of the E&Y Settlement. For this purpose, Siskinds-Koskie will be hosting two
conference calls to discuss the settlement with members of the putative class. If you are a
member of the putative class,’ we hope that you can join us to discuss the E&Y Settlement, an
opportunity which Kim Orr and its clients have regrettably disregarded.

The conference calls are limited to the members of the putative class, namely, persons who
bought any securitics of Sino between March 31, 2006 and August 26, 2011 (“Class
Members”) and their counsel. Each participant will be required to provide his or her name
and, if calling on behalf an organization that purchased Sino securities during that period, the
name of his or her organization.

Participants should dial-in 15-20 minutes in advance of the call. Each conference- call will
include a presentation followed by a Q&A session.

Wednesday, January 9, 2013 10:00 a.m. (EST) Tel: 416-340-2216
Toll-free: 866-226-1792

Thursday, January 17, 2013 4:30 p.m. (EST) Tel: 416-340-2216
Toll-free: 866-226-1792

| For purposes of the E&Y Settlement, the pulative cless includes all persons and entities, wherever they may reside, whe purchased securities of Sino between March 3,

2006 and August 26, 2011,

Siskinds LLP
Page 3
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Website

Siskinds-Koskie will post the settlement approval materials on their websites at the addresses
provided below no later than January 12, 2013. For fusther information about this settlement,
or if you are unable to participate in the calls, we encourage you to consult our websites at:

° httpi//www.ciassaction.cafclassaction-ca/master-page/actions/Securities/C urrent-
Actions/Sino-Forest-Corp.aspx
e http://wvww.kmlaw.ca/Case-Central/Overview/?rid=143

About Siskinds LLP and Koskie Minsky LLP

In both 2010 and 2011, Securities Class Action Services, a unit of Institutional Shareholder
Services (1SS), named Siskinds LLP the top Canadian law firm in its annual global ranking of
the world’s 50 leading sccurities class action law firms. Siskinds was co-lead counsel in the
Imax Securities Litigation, the first securities class action in which leave was granted to
commence an action under Part XXIIL1 of the Ontario Securities Act. Siskinds has been lead
or co-lead counsel in every Ontario securities class action in which leave was granted.
Siskinds was also the first law firm to secure certification of a class proceeding under the
Class Proceedings Act, 1992,

Koskie Minsky LLP is a 45-lawyer firm in Toronto specializing in class actions, pension and
benefits, trade union labour law, employment law, civil litigation and construction law. 1ts
class action group consists of 10 lawyers who specialize in cases relating to institutional abuse,
securities fraud, pension fund mismanagement, consumer protection and employment issues.
It has been involved in many of the feading cases across Canada and has recovered more than
4 billion dollars for its class action clients.

Siskinds LLP
Page 4

Londen - Toronto -+ Quebec City - Montreal S$i1SKINDS.com
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢, C-36, AS AMENDED, AND IN THE MATTER OF A PLAN OF
COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION

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

ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:

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

Plaintiffs
-and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED
(formerly lkknown as BDO MCCABE LO LIMITED), ALLEN T,Y, CHAN, W,
JUDSON MARTIN, KAI KIT POON, DAVID J. HORSLEY, WILLIAM E.
ARDELL, JAMES P. BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON
MURRAY, PETER WANG, GARRY J. WEST, POYRY (BELJING)
CONSULTING COMPANY LIMITED, CREDIT SUISSE SECURITIES

(CANADA), INC,, TD SECURITIES INC,, DUNDEL SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC,, SCOTIA CAPITAL
INC., CIBC WORLD MARKETS INC,, MERRILL LYNCH CANADA INC,,
CANACCORD FINANCIAL LTD., MAISON PLACEMENTS CANADA INC,,

CRIDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE,
FENNER & SMITH INCORPORATED (successor by merger to Banc of America
Securities LLC)
Defendants

Proceeding under the Class Proceedings Act, 1992

AFFIDAVIT OF TANYA T, JEMEC
{Sworn January 18, 2013)
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I, Tanya T. Jemec, of the City of Toronto, in the Province of Ontario, MAKE
OATH AND SAY:

1. I am an Associate at Kim Our Barristers P.C.. (“Kim On”) and as such have

personal knowledge of the matters to which I depose in this affidavit,

2. Kim Onr tepresents a group of six Securities Claimants as fhat term is defined in
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Appendix A to the draft Settlement Approval Order: Invesco Canada Ltd., Northwest & -

Ethical Investments L.P., Comité Syndical National de Retraite Bétirente Inc., Matrix

Asset Management Inc,, Gestion Férique and Montrusco Boiton Investments Inc., which-

purchased shares of Sino-Forest Corporation (“Sino-Forest”) ( together, the “Objectors™).

3. The Objectors have submitted notices of objection to the proposed settlement
between the plaintiffs (“Ontario Plaintiffs™) in the Labourers’ Pension Fund of Central
and Eastern Canada v. Sino-Forest Corporation, Cout file No, 11-CV-431153CP

(“Class Action”) and Ernst & Young LLP and its related entities (“"E&Y”) (the “E&Y

Settlement™).

4, Attached hercto and marked as Exhibits “A” to “D” are true copics of the Notices
of Objection for Northwest & Ethical Investments L.P., Matrix Asset Management Inc.,

Gestion F ériilue and Montrusco Bolton Investments Inc.

5, Attached hereto and marked as Exhibits “E” to “H” are ttue copies of the opt out
forms (without trading records) for Northwest & Ethical Investments L.P., Matrix Asset

Management Inc., Gestion Férique and Montrusco Bolton Investments Inc., respéctively.

6. It is iny belief from reviewing the trading records that the Objectors have
purchased a total of 6,275,422 shares of Sino-Forest during the Class Period and that as

of June 2, 2011 the Objectors héld a total of 3,995,932 shaves.
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7. On December 17, 2012 Counsel in the New York Class Action (Leapard et al. v.
Chan et al., 1:12-cv-01726-VM) wrote a letter to the Ontario Plaintiffs’ Counsel raising
concerns about the E&Y Settlement, Attached hereto and marked as Exhibit “I” is a

letter from Mr, Richard Spiers to My, A, Dimitri Lascaris dated December 17, 2012.

SWORN before me at the City of )
To1ont0 n the Province of Ontario, )
this | & y of January, 2013, )

enl

A Coﬁlmissmang affidavits.
NORMANT, MIZoBuck

. ‘C- -] o,
~/ T TANYA T, JEMEC
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This is Exhibit “E” to the affidavit of Tanya T. Jemec,
sworn before me at the City of Toronto, in the Province
of Ontatio, this [£3 ™ day of January, 2013,

A

A Comxﬁgfoner for taking affidavits.
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This opt-out is submitted on condition that, and is intended to be effective only to the extent that, any defendant in this proceedfing does
nok recetve an order in this proceeding, which order becomes final, releasing any clatinn against such defendant, which includes a claim
asserted on an opt-out basls by Northwest & Ethical Investments LP.  Otherwise, this opt out right would be wholly tHusory,

SINO-FOREST CLASS ACTION SETTLEMENT
@PT @UT F@RM Must be Postmark?d

No Later Than
January 16, 2018

THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM,
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE POYRY (BEIING) SETTLEMENT AGREEMENT,
' DO NOT USE THIS FORM IF YOU WANT TO REMAIN IN THE CLASS.

Laat Namo - First Nang

WIOIRIT HAJeIS Ir] @] BRI [CIA] LT 1 INVIERTr e s

e

Quirranl Address

sls lUINIzlv!elatsH!ﬂv{ ATV e INTUE L T T 1T
EoE] T T I I T I I I T I I T T I T T L]

OREINED T T T T I T T T T 1B liﬁ'%ﬂ"fﬁ“"i"%fmm

sac!ujllnauranco Numbar/Soeatal Securily Numbar/Uniaue Tax konUifer

INPe L Tt L]

Taiephona Number (Work) _ Telsphone Number {Homs)
U b —alzl3 el dsl - L= -0 ]
Total ntmmber of Siho-Forost securltlss purchased during the Class Peilod {March 18, 2007 fo June 2, 2011} ! ’ lﬂ:H l M’J Di"’"l(ﬁ]

You must also aovempany yotir Opl-Oul form with hrokerage statements, or olhar transactlon reaords, listing all of your purchosos of
Sino-Feres{ comimoh shares bolwooh Maroh 19, 2007 to June 2, 2011, {nelusive (the “Class Perfod"),

Idontittoatlon of parson signing this Opt kit Form (pleage oheok):

i raprosent that | purchased Slno-Forest Corporallon ("Sino-Farest?) sequilifes and am the above idenliffod Class Member, 1am slgning {his
. Form lo EXCLUDE mrsali from the participallon In the Sino-Fores Clags Actlon Selilemenl Agraament reached batween the
Claes and Payry {Belling) Consulling Company Limited {(*Pdyry (Belling)", the Sellilng Defondant,

Purpose for Opting Out (ohook oanly otie):
IXI My current Inlontlon s to begln individuat lillgation rgainsl PAyry (Bolling) n relatlon to the malters alleged In he Progesdings.

Tam opling out of lhe vlass acllon for & roason other than to bogin Individual lillgation agatnst Payry (Boliing) In refation to the maltere allégedin
the Proogadings. | am opilng oul for the falloving reason(s):

| UNDERSTAND THAT BY OPTING OUT | WILL NEVER BE ELIGIBLE TO REGEIVE BENEFITS ORTAINED BY WAY OF THE POYRY {BRWING)
SETTLEMENT AGHEEMENT, AND WiLL BE UNABLE TO PARTICIPATE (N ANY FUTURE SETTLEMENT OR JUDGEMENT WITH OR AGAINST
ANY OF THE REMAINING DEFENDANTS, \
\

_ Slgnature p j\ : © Datd Slgnied: g\q)] 0\,_!

Pleaso mtnil your Opt Oui Fornt {os
Sho-Forest Class Action
PO Box 3355
London, ON NGA 4K3

A AT E e
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This is Exhibit “F” to the affidavit of Tanya T. Jemec,
sworn before me at the City of Toronto, in the Province
of Ontario, this [ o day of January, 2013.

— |
d'—\_/x_//“"—‘%

=3

ACommissioner f(?ii@g/afﬁdavit? 7
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This apt-out Is submitted on condition that, and Is intended to be effective only to the extent that, any defendant in this
proceeding does not receive an order in this proceeding, which order becomes final, releasing any claim against such
defendant, which includes a claim asserted on an opt-out basis by Matrix Asset Management Inc,, Otherwise, this opt

out right would be wholly ittusory.

SINO-FOREST CLASS ACTION SETTLEMENT
OPT OUT FORM s o Postmarion

January 18, 2013

' THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM,
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE POYRY (BENING) SETTLEMENT AGREEMENT,

DO NOT USE THIS FORM IF YOU WANT TO REMAIN IN THE CLASS.

Last Name FAriName

IR TIALL T allslelr] Imfalnale] [elmelnt=l Teinle] | ]

‘Curtent Address

[ [alol TliIN6l Tstrlr]eleld Twlels[rl Tdol Irlel 11 1]
[2l2lolol [Plol IBlox] 1¢izj2] | | 1 1 11T ]]]]

lolR Wl TT T T T T T] H_LJ MsX T TER ]

Soclal insurance Number/Seclal Sectiily Number/Uniqua Tax (deniilfer

(nAal [ LT
Telephong Number (Work} Telaphons Number {Home)
- 13!6121 BloFE [T 1-CL -7

Tolal number of Slne-Forosl aecuriifos pUrchased durng the Class Pér!od {March 19, 2007 to Juna 2, 201 1) , I ' ﬂ? 'Q’ "?-l 2 , ﬂ

You must alse avcompany your OphOut foren with brokerage stalomenls, or offtor iransactton racords, lisiing ali of your piirohases of
Sino:Forest comnon shares belween March 19, 2007 to Juno 2, 2011, inolusive (the "Class Perlod").

Form to EXCLUDE myas!! from the parieipalionin the Siro-Forest Class Acllon Setifemant Agresment redched behvsen the

ldontilicatioh of parson signing this Opt Out Form (pleate chaok):
1 represant Ihat | purchased Slno-Forast Corporation {*Sine-Forest) seourilles and am ths abovo ldenifled Class Member, | am signing this
" Class and Poyry (Beffing} Consulling Company Limled {*Poyry (Beiing)), the Seitl lng Bafendant,

Purfbes for Opﬂ‘nu Out {clieck only oha):
bty cutrent Intention Is to bagl individual fgafion agatnst Payry {Befing} In retatlon fo the maltsrs allegsd Inthe Proceadings.

{ em opilng out of tito ¢lass aclion for a reason other lhan lo begln ndivicuat itlgation agalst Payry (Belflng) In retation lo the maiters allegedn
lhe Protacoings. | am opling out for the lollowing reasen(el:

I UNDERSTAND THAT BY OFTiNG OUY [ WILL NEVER BF FLIGIBLE YO REGEIVE BENEFITS OBYAINED BY WAY OF THE POYRY (SEIJING)
YILY BE UNABLE TO PARTICIPATE IN ANY FUTURE SETTLEMENT OR yUDGEMENT WITH OR AGAINST

SETTLEME AGHEEMENT AND W
ANY OF THE REMAINING DEFENDANTS. q"
el -
‘ Date Slgned: et { ‘L{/% {2,

S!unalure

Please niail 3‘01!1 Opi Qut Foyn ot
Sino Forest Class Actlon
PO Box 3353
London, ON NoA 4K3

R
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This is Exhibit “G” to the affidavit of Tanya T. Jemec,
sworn before me at the City of Toronto, in the Province
of Ontario, this | g day of January, 2013,

7

(

A Co(nmissioner %wlﬁng affidavits.
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This opi-out is submitted on condition that, and is intended 10 be effective only to the extent that, any defendant in this proceeding
does not receive an order in this proceeding, which order becomes final, releasing any claim against such defendant, which
inclades a ciaim asserted on an opt-out basis by Gestion FERIQUE. Otherwise, this opt out right would be wholly illusory.

SINO-FOREST CLASS ACTION SETTLEMENT
@pT @UT F@RM Must be Postimarked

No Laler Than
January 15, 2013

THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM. f
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE POYRY (BENING) SETTLEMENT AGREEMENT.
DO NOT USE THIS FORM IF YOU WANT TO REMAIN IN THE CLASS, '

Flrat Name

OIS T R Qe T 1) CL L T T

oy o R TaAl AT AT R A I R
T TE ol LI LT LT T LI Ll LI T L]

R T LT T T T @ HislE Emar

svc!al!fnsumncu iNumber/Seatat Secuiily NumberiUntaue Tax kantifls

NIAT T L I1]

¥
Telgphono Number {Work} Yelephons Number {Home)

EL-BIHO - GRldel  (TT)-TT -0

Total number of Stno-Fores! securillos pucchased duthig the Ginss Porlod (March 19, 5007 o Juno 2, 2011} [ ‘ i ! I q l “H Cf IXIS i

Las! Name

e

" Yotrmusi pfso accompany your Opt-Oul forn with brokerage sfalemonts, or oilier iransaolfon racords, sting afl of your pirchasos of
sita-Forest common sharas holvoen Maroh 18, 2007 lo Juna 2, 2011, incluglve (ile “Glags Porled”),

ideniitioalion of parson sigaing Hiw Opt Oul Forni {plsase chockh
I roprasent ital 1 pureivased Sino-Forost Cotporaiion {*Slno-Fososr) sacuiiitas and am the abovs Idenilted Class Mombar, | am slpnlig this
Form {o EXCLUDE mygolf from Iho prateipation in tha Sine'Forest Glags Action Selitemant Apreomont renched batvoon the
Clnas and PGyry (Baliing) Consulling Gompany Linited ('Payry (Balirg)), tho Setlling Defendani. .

Purpops for. Opiing Out {oheak only onek: _
|1 a My current Intendlen 19 lo begin individual Eilgation against Poyry {Beliing) fa ralolion ta the mattors allagad I the Pro¢esdings,

D 1 am opting oul of e ¢lass actfon for & taason eliver iRan fo bagle individual filgatien Rgatngt Poyry {Bailng) n solailon lo the atattors altoped in
ha Proceadiigs, 1 am opting aut lor the felovdng reason(e):

| UNDERSTAND THAT 57 opp{a DUT | WiLk NEVIR BH ULIGIBLE TO REGEWE BENEFITS OBTAINED BY WAY OF THE POYRY (BEIING)
GENT/AND WILL BE UNABLE TO PARTICIPATE IN ANY FUTURE BETTLEMERT OR JUDGEMUENT WITH OR AGAINST

BETTLEMENT AGRE )
ANYQFTHE REMAINING DEFENDANTS, / )
Stgnalure’ / — Dala Signed: / q‘ / / Z-D(
Y T
Pleosa untl your Opt Cuf oy {ot
Siito-orest Cluss Actlon”
PO Pox 3355

Lortilon, ON-NEA AK3

AR A
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This is Exhibit “H” to the affidavit of Tanya T. Jemee,
sworn before me at the City of Toronto, in the Province
of Ontario, this [Ew day of January, 2013,

/\‘_/\v"

ACommissioner ﬁWdavii&
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This opt-out is submiited on condition that, and is intended to be effective only to the extent that, any defendan In it
proceeding does not recelve an order in this proceeding, which order becomes flnal, releasing any clalm against such defendant,
which includes a claim asserted on an opt-out basls by Montrusco Boltan Investments Inc. Otherwise, this opt out right y uld be

B SINO-FOREST CLASS ACTION SETTLEMENT
OFT GUT FORM ot sl

January 15, 2013

THS FORM IS NOT A REGISTRATION FORIM OR A CLAIM FORM.
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE POYRY (BEIJING) SETTLEMENT AGREEMENT,
PO NQT USE THIS FORM IF YOU WANT TO REMAIN IN THE CLASS,

LaslNanis Flrgi Mante

mlo WA A sl Tol_T8Tel ol 17 WIVEE il dd=ls] | inNe:,

sl o] lmlelal Iz Tel el IElTe] TAvIEMUlE] 11 1]
Sl ol Tzlalol T TTTT T T TIT I T I 11T

M RIET T TTTITT TR wis temeT ]

Social }nstrmmo NumberfSoalal Secuilty NumbagUnlguo Tax fdenlilfer

WY& TT T 1]

Tekephonte Number (Work} Telaplone Mumboy (Homo}

SIS -RIAZ-el ALl [T T 1-CT T -C1T 1]

Fotal number of Slno-Forest secusittes jurchasod durdng the Olass Parlod (March 19, 2007 To Juns 2, 2011y I | !3 [ Q ] Q..If)l b @

Yair mus! also aggonpany your Opk-Out form wills brokerago statements, or othor fransagifon rogords, Nailtig all of Your ptrehases of
Gino-Forest casininatt shargs helvrast Marofy 39, 2007 o June 2, 2011, Inalusiys (iho-"Olass Porfod™,

fdontlioatton of peraon slynfig this Opt QUL Forim {plonse gheokl

I reprasont ihal ! pirchased Slno.Forest Gornorallon FSino-Farest) sectniles and am the abave fdentilad Olass Mombar, {am sloning this
Formio EXGLUDﬁ'mrsu!I {rom the parlolpation In iho Sino-Forost Glass Actlon Sslifament Agteompnt toachad holwsen the

Clase and Pdyry {Deling} Consulting Gompany Limited *Poyry {Belingy, tho Setlling Colandanl,

Purpogs lor Opling Ol (oliack only oha}:
m My curronl falention s to bagli Inglvidual iifpaiton agatnst Pyry {Bsiiing) In roalion o the maiters allugod in the Prosocdings,

D 1am apling out of bro class acllon for A reasen olhor than to beghn Indidduat igalon agalnst Péwy (Bolilug) In ralallon lo e atallers allegadin
the Proceadings. Fam apling eut for the lollovidng reasonls); .

| UNDERSTAND THATBY.OPTING OUT I WILL NEVER BR H{IGINLR YO REGEIVY BENKEFITS OBTAINGD BY WAY OF THE POYRY (BELINHG)Y
. SETTHLEMENT {EIAENT, WILL'BE UNABLE TG PARTICIPATE IN ANY BUYURK SRTTLEMENT OR JUDGEMENT WITH OR AGAINST

t ANY OF THE REMAINING DEFENDANTS, ~ 2.‘
Slgnalure! l\_/ VA Date Sipnod: ‘ i 3%(/!;4 o3
Plepae mnil yaur Opt Qut Komo lol
Shio-Forést Class Activn
A PO Box 3355 -

London, ON NG\ 4X3

IO
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Cl

Courl File Number: Cv—-t2-46C7-00

Superior Gourt of Justice
Commercial List

FILE/DIRECTION/ORDER

Sowo Foaesr .
Plaintifi(s)
AND
Defendant(s)
Case Management [ ] Yes [[] No by Judge:
Counsel Telophane No: ‘ Facsimils No;

[Jorder  [JDirection for Registrar {No formal order nesd be taken out)
{1 Above action transfarred to the Commerciat List at Toronto (No format ordsr need be taken out)

[[] Adjoumed to: N
[[] Time Tabla approved (as follows):
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Court File No.:. CV-12-9667-00CL

ONTARIO
- SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR, ) FRINY -, THE 24" DAY
)

JUSTICE MORAWETZ ) OF DECEMBER, 2012

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

_ ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

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

Plaintiffs

- and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
" known as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W, JUDSON MARTIN,
KAIKIT POON, DAVID J, HORSLEY, WILLIAM E, ARDELL, JAMES P, BOWLAND,
JAMES M.E, HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J,
WEST, POYRY (BEIJING) CONSULTING COMPANY LIMITED, CREDIT SUISSE
SECURITIES (CANADA), INC,, TD SECURITIES INC,, DUNDEE SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC,, CIBC
WORLD MARKETS INC,, MERRILL LYNCH CANADA INC., CANACCORD
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC,, CREDIT SUISSE
SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE, FENNER & SMITH
' INCORPORATED (successor by merger to Bauc of America Securities LI,C)

Defendants
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Procecding under the Class Proceedings Aet, 1992
ORDER
THIS MOTION, made by the Ad Hoc Committee of Purchasers of the Applicant’s

Securities, including the plaintiffs in the action commenced against Sino-Forest Corporation
(“Sino-Forest™) in the Ontario Superior Court of Justice, beating (Toronto) Court File No, CV-
11-431153-00CP (the “Ontatio Plaintiffs” and the “Ontario Class Action”, respectively) for an
order i) t;.pprov_ing fhe form of notice to class members, and everyone, including non-Canadians,
who has, had, could have had or may have a claim of any kind against Ernst & Young LLP,
Hrnst & Young Globai Limited or any of its memben firms and any person o entity affiliated or
connected thercto (“Ernst & Young™), in relation to Sino-Forest, Emét & Young's audits of Sino-
Forest’s financial statements and any other work performed by Ernst & Young related to Sino-
Forest., of the hearing to approve the Ernst & Young Settlement (as defined in the Plan of

Compromise and Reorganization of Sino-Forest dated December 3, 2012 as approved by the

Order of the Honourable Justice Morawetz dated December 10, 2012 (the “Plan”)) between the

Ontario Plaintiffs and the defondant Brnst & Young (“Notice”); and if) approving the plan of

_distribution of the Notice (“Notice Plan”), was heard on December 20, 2012, in Toronto,

Ontario,

WHEREAS the Ontario Plaintiffs and Ernst & Young have agreed to the Brnst & Young
Settlement in order to resolve all Emst & Young Claims, including all claims asserted or that

could be asserted against Brnst & Young in the above-captioned class proceeding;

AND ON BEING ADVISED that the deferidant Sino-Forest has delivered to counsel for

the plaintiffs a list of holders of Sino-Forest’s securities as of June 2, 2011 (the “June 2, 2011

Shareholder List");
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AND ON READING the materials filed, and on hearing submissions of counsel for the

Ontario Plaintiffs and Ernst & Young, and upon hearing from counsel to the Monitor of Sino-

Forest, FTI Consulting Inc.,

1. THIS COURT ORDERS that the time for service and filing of this notice of motion and

motion record is validated and abridged and any further service thereof is dispensed with,

2 THIS COURT ORDERS that the Notice substantially in the form attached as Schedule
“A® be and hereby is approved and shall be published, subject to the xight of the plaintiffs
and Brnst & Young to make minor non-material amendments to such form, by mutual

agreement, as may be necessary or desitable,
3. THIS COURT ORDERS that notice shalf be provided as follows:

a. Siskinds LLP and Koskie Minsky LLP (together, “Class Counsel”) shall provide or
cause to be provided a copy of the Notice directly, eithet electronically or by mail, to
all individuals or entities who have éontacted Siskinds LLP and Koskie Minsky LLP
(together, “Class Counsel”) or Siskinds Desmeules sencrl (“Desmeules™) regarding
this action, and to any person or entity who requosts a copy of the Notice, provided

that such person or entity has furnished his, her or its contact information to Class

Counsel or Desmeules;

b. Within 5 business days of this Order, copies of the Notice, in English and French, will

be posted by Class Counsel on their websites;

¢. Within 5 business days of this Order, a copy of the Notice, in English and French,

will be posted by Sino-Forest in a prominent location on the main page of the Sino-

Forest website;
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d, Within 5 business days of this Order, Class Counsel will send or will cause to be sent
copies of the Notice to the addresses on the June 2, 2011 Shareholder List and to the
current Service Lists in Court File Nos, CV-12-9667-00CL (the CCAA. Proceeding)

and CV-11-431153-00CP (tﬁg Oniario Class Action) by electronic mail;

‘ e. Within 5 business days of this Order, Class Counsel will send or cause to be sent
copies of the Notice to all 196 Canadian brokets who are known to Class Counsel,
with a cover letter dirccting those brokers to provide a copy of the Notice, either by
mail or electronically, to those of theit clients who are or have been beneficial owners
of Sino-Forest secutities, Brokers will be requested to send a statement t(‘) Class

Counsel or its designee indicating that such mailing or electronic communication was

completed as directed;

£ Within 5 business days of this Order, Class Counsel will issue and cause fo be

disseminated a press release which incorporates the Notice;

g. Class Counsel will provide hyper-links to the Notice from the following Twitter

accounts:

i. @kmlawllp; and
fi. @SiskindsLLP;
h. Within 5 business days of this Order, Class Counsel will cause copies of the Notice to

be published in the following print publications:

i, The Globe and Mail, in English, in one weekday publication;

it, Wall Street Journai, in English, in one weekday publication;
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iii, National Post, in English, in one weekday publication
iv. La Presse, in French, in one weekday publication; and
v. Le Soleil, in French, in one weekday publication.

4, THIS COURT ORDERS ihat any persons objecting to the Seitlement Agreement (as
defined in the Notice), other then the persons who have filed Notice of Appearance in the

CCAA proceedings (the “Core Parties™), shall:

a. deliver a Notice of Objection substantially in the form attached hereto as Schedule
Bt ("Notice of Objection") to be received by the Monitor by no Iater than 5:00 p.an.
(Bastern Time) on Januery 18, 2013, by mail, courier or email fransmission, to {he

coordinates indicated on the Notice of Objection; and,
b, comply with the litigation timetabie attached hiereto as Schedule “C”,

and forthwith upon receipt of a Notice of Objection, the Monitor shall provide a copy of
same to each of the Applicant, thé Ad Hoc Commitiee of Noteholders, the Ad Hoo
Committes of Purchasers of the Applicant’s Securities and Emst & Young LLP, and shall

deliver a report to this court attaching all such notices,

. THIS COURT REQUESTS, pursuant to the Companies’ Creditors Arrangement Act
(Canads), together with such other statutes, regulations and protocols as may apply, and as a
matter of comity, that all courts, regulatory and administrative bodies, and other tribunals, in
all provinces and territories of Canada, in the United States of America, and in all other
nations or states, recognize this order and act in aid of and in a manner complementary to this

order and this court in carrying out the terms of this order.

Date; December 21,2012 W«\MJ .

Cd 7z 7
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SCHEDULE “A”: NOTICE
(ATTACHED)
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SINO-FOREST CORPORATION
NOTICE OF PROPOSED SETTLEMENT WITH ERNST & YOUNG LLP

TO: Everyone, including non-Canadians, who acquired Sino-Forest Corporation (*‘Sino-
Forest”) securities (including shares and/or notes) in the primaty ot secondary market in any
‘jurisdiction between March 31, 2006 and August 26, 2011 (the “BE&Y Settlement Class”) and
to everyone, including non-Canadians, who has, had, could have had or may have a claim of
any kind against Ernst & Young LLP, Ernst & Young Global Limited or any of its member
firms and any person ot entity affiliated or connected thereto (“Brnst & Young”), in relation
to Sino-Forest, Brnst & Young’s audits of Sino-Forest’s financial statements and any other
wotk performed by Ernst & Young related to Sino-Forest,

Background of Sino-Forest Class Action and CCAA Progceeding

In June and July of 2011, class actions were commenced in the Ontatio Superior Court of
Justice (the “Ontatio Proceeding™) and the Québec Superior Court (the “Québec Proceeding”)
(collectively, the “Proceedings”) by certain plaintiffs (the “Plaintiffs™) against Sino-Forest, its
senior officers and directors, its underwriters, a consulting company, and its auditors,
including Ernst & Young. In January 2012, a proposed class action was commenced against
Sino-Forest and other defendants.in the Southern District of New York (the “US Action”),
The actions alleged that the public filings of Sino-Forest contained false and misleading
statements about Sino-Forest’s assets, business, and transactions.

Since that time, the litigation has been vigorously contested. On March 30, 2012, Sino-Forest
obtained creditor protection under the Companies’ Creditors Avrangement Act (the “CCAA"),
within which proceeding the Ontario Superior Court ordered a stay of proceedings against
the company and other parties, including Ernst & Young (the “CCAA Proceeding”). Orders
and other materials relevant to the CCAA Proceeding can be found at the CCA4 Monitor’s

website at http://cicanada.fticonsulting,com/sfe/ (the “Monitor’s Website™).

On December 10, 2012, a Plan of Arrangement was approved by the court in the CCAA
Proceeding. As patt of this Plan of Arrangement, the court approved a framework by which
the Plaintiffs may enter into settlement agreements with any of the third-party defendants to
the Proceedings. The Plan expressly contemplates the Ernst & Young Settlement (as defined

in the Plan), approval of which is now sought.
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Who Acts For the E&Y Settiement Class

i

Koskie Minsky LLP, Siskinds LLP, and giskinds Desmeules, sencrl (“Class Counsel”)
represent the E&Y Seftlement Class in the Proceedings. If you want to be represented by
another lawyer, you may hire one to appear in court for you at your own expense.

You will not have to directly pay any fees and expenscs to Clags Counsel. However, if this
action suceeeds or there is a monetary settlement, Class Counsel will seek to have their fees
and expenses paid from any money obtained for the . class or paid separately by the

defendants.

. Proposed Settlement with Eynst & Young

The Plaintiffs have entered info a proposed settlement with Brnst & Young (the “Settlement
Agreement”). If the settlement is approved, it will be final and binding and there will be no
ability to pussue a claim (if any) against Ernst & Young through an opt-out process under
class proceedings ot similar legislation. The proposed settlement would settle, extinguish and
bar all claims, globally, against Brnst & Young in relation to Sino-Fotest including the
allegations in the Proceedings. Ernst & Young does not admit to any wrongdoing or liability.
The terms .of the proposed settlement do not inyolve the resolution of any claims against
Sino-Forest or any of the other defendants, For an update on CCAA orders affecting Sino-
Forest, please see the CCAA Monitor’s website: www.cfeanada.fticonsulting.com/sfe. A
complete copy of the Settlement Agreement and other information about these proceedings is
available at: www.kmlaw.ca/sinoforesiclassaction and www.classaction.ca (the “Class

Action Website™).

The proposed settlement, if approved and its conditions fulfilled, provides that Ernst &
Young will pay CAD$117,000,000.00 to a Settlement Trust to be administered in accordance
with orders of the court. It is the intention of Class Counsel to seek the court’s approval of a
plan of allocation that distributes the settlement funds, net of counsel fees and other
administrative costs and expenses, to members of the B&Y Settlement Class.

In return, the action will be dismissed against Ernst & Young, and there will be an order
forever bawing claims against it in relation to Sino-Forest including any allegations relating
to the Proceedings, including claims (if any) that could be advanced through an opt-out
process under class proceedings or similar legislation. In considering whether or how they
are affected by the proposed settlement, members of the E&Y Settlement Class and anyone
else with claims against Emst & Young in relation to Sino-Forest should consider the effect
of the orders made and steps taken in the Sino-Forest CCAA Procecdings. More information
on the Sino-Forest CCAA Proceedings can be found on the Monitor’s Website.
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The settlement agreement with Emst & Young is subject to court apptoval, as discussed
below.

Hearings to Approve. Settlement on Febrnary 4, 2013 in_ Toronto, Ontario and
Subsequent Hearings in Ontario, Quebec and the United States,

On February 4, 2013 at 1000 a.m. (Eastern Time), there will be a seftlement approval hearing
before the Ontario Superior Court of Justice. The hearing will be heard at the Canada Life
Building, 330 University Avenus, 8th Floor, Toronto, Ontario. The exact courtroom number

will be available on a notice board on the 8th Floor.

If the settlement approval motion which is being heard by the Ontario Supetior Court of
Justice on February 4, 2013 (the “Settlement Approval Motion”) is granted, then there will be
a further heating at a later date before the Ontatio Superior Court of Justice (the “Ontario
Allocation/Fee Motion”) at which Class Counsel will seek that Court’s approval of (1) the
plan for allocating the net Ernst & Young settiement fund among the members of the E&Y
Settlement Class; and (2) the fees and expense reimbursement requesis of Class Counsel,

In addition, if the Settlement Approval Motion is granted, then there may be additional
hearings at later dates in the Quebec Superior Court (the “Quebec Motion”) and in the United

States Bankruptoy Coutt for the Southern District of New York (the “US Motion”) at which--

recognition and implementation of the Settlement Approval Motion and the Ernst & Young
Settlement may be sought.

If the Settlement Apptoval Motion is granted, then a further notice will be disseminated to
members of the E&Y Settlement Class advising them of the time and place of the Ontario
Allocation/Fee Motion and any Quebec Motion and/or US Motion,

Members of the B&Y Settlement Class, and everyone, incliding non-Canadians, who has,
had, could have had or may have a claim of any kind against Ernst & Young, in relation to
Sino-Forest, Brnst & Young’s audits of Sino-Forest’s financial statements and any other work
performed by Brnst & Young related to Sino-Forest, may attend at the hearing of the
Settlement Approval Motion and ask to make submissions regarding the proposed settlement

with Ernst & Young.

Persons intending to object to the Erust & Young Settlement Agreement are required
to: (a) deliver a Notice of Objection, substantially in the form that can be found on the
Monifor’s Website and the Class Action Website, and, if this Notice is veceived by mail,
enclosed with this Notice (the "Notice of Objection'), to the Monitor, by regular mail,
courier or email fransinission, to the coordinates indicated on the Notlce of Objection,
so that it is received by no later than 5:00 p.m., (Fastern Time) on January 18, 2013; and
(b) comply with the litigation timetable set forth below, Copies of the Notices of
Objection sent ot the Monitor will be filed with the court.
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Litigation Timetable

By order of the Ontario Supetior Court of Justice, persons intending to participate in the
Settlement Approval Motion must comply with the following timetable:

1. Motion materials are to be delivered no later than January 11, 2013,
2 Responding motion materials are to be delivered by January 18, 2013,

3. Cross-examinations on affidavits (if any) are to be conducted on January 24 and 235,
2013,

4. Written Submissions are to be exchanged on January 30, 2013,

Farther Information

If you would like additional information or fo object to the Ernst & Young Settlement
Agreement, please contact Koskie Minsky LLP, Siskinds LLP, or Siskinds Desmeules LLP at

the addresses below:

Koskie Minsky LLP

20 Queen St. West, Suite 900, Box 52, Toronto, ON, M5H 3R3
Re: Sino-Forest Class Action

Tel; 1.866.474,1739

Bmail: sinoforestelassaction@kmlaw.ca

Siskinds LLP
680 Watetloo Street, P.O. Box 2520 London, ON N6A 3V38

Re: Sino-Forest Class Action
Tel: 1.800,461.61.66 x.2380
Email: nicole.young(@siskinds.com

Siskinds Desmeules, sencrl

43 Rue Buade, Bureau 320, Québec City, Québec, GIR 4A2
Re: Sino-Forest Class Action

Tel: 418.694-2009

Bmail: simon.hebert@siskindsdesmeules.com

Interpretation




.5
If there is a conflict between the provisions of this notice and the Settlement Agreement, the

terms of the Settlement Agreement will prevail.

Please do not direct inquiries about this notice to the Court. All inquiries should be ditected
to Class Counsel. '

DISTRlBUTION OF THIS NOTICE HAS BEEN AUTHORIZED BY THE ONTARIO
SUPERIOR COURT OF JUSTICE
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SCHEDULE “B*
NOTICE OF OBJECTION

TO: FTICONSULTING CANADA INC.
acting in its capacity as Monitor of Sino-Forest Corporation
TD Waterhouse Tower
79 Wellington Street West
Suite 2010, P.O. Box 104
Toronto, Ontario MSK. 1G8

Attention; Jodi Porépa

Email: Jodi,porepa@fiiconsulting.com

RE: SINO-FOREST CORPORATION—FPROPOSED SETTLEMENT WITH ERNST &
YOUNG LLP (the “ERNST & YOUNG SETTLEMENTY)

1, (please check all boxes that apply):
(insert hame) )

) am a current shareholder of Sino ~Forest Corporation
0O am a former shareholder of Sino —Forest Corpotation
0 am & current noteholder of Sino -Forest Corporation
O am a former noteholder of Sino ~Forest Corporation

O other (please explain)

o .

1 acknowledge that pursuant to the order of Mr. Justice Morawetz dated December 20, 2012 (the
“Order’”), persons wishing to object to the Brnst & Young Settlement are required to cotnplete
and deliver this Notice of Objection to. FTI Consulting Canada Inc., acting in ifs capacity as

* Monitor of Sino-Forest Corpotation, by mail, courier or email to be received by no later than
$:00 p.m. (Bastern Time) on January 13, 2013, and comply with the litigation timetable
appended as Schedule C to the Order. ' :

1 hereby give notice that [ object to the Brust & Young Settlement, for the following reasons:
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O 1 DO NOT intend to appéar at the hearing of the motion to approve the Emst & Young
Settlement, and I understand that my objection will be filed with the court prior to the
hearing the motion at 10:00 a.m. on February 4, 2013, at 330 University Ave,, 8th Floor

Toronto, Ontario.

O  IDO intend to appear, in person or by covnsel, and to make submissions at the heériug of
the motion to approve the Bmst & Young Settlement at 10:00 a.m. on February 4, 2013,
at 330 University Ave., 8th Floor Toronto, Ontario.

MY ADDRESS FOR SERVICE IS: MY LAWYER'S ADDRESS FKOR
' SERVICE IS (if applicable):

Name: Namé:

Address: Address:

Tel.: : Tel.:

Fax: Fax:

Email: Email:

Date; Signature:
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SCHEDULR “C*»
LITIGATION TIMETABLE

1. Motion maferials ars to be delivered no fater that January 11, 2013.
2. Responding motion materials ate to be delivered by January 18, 2013.

3, Cross-examinations on affidavits (if any) are to bo conducted on J anuary 24 and 25,
2013,

4, Factums are to be oxchanged on January 30, 2013

5. Motion to be heard on Fehruary 4, 2013,
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Court File No, CV-12-9667-00-CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C, 1985, ¢, C-36, AS AMENDED,

AND IN THE MATTER OF A PLAN OF COMPRISE AND ARRANGEMENT
OF SINO-FOREST CORPORATION

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

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

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

Plaintiffs
~ and —

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
known as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W. JUDSON
MARTIN, KAI KIT POON, DAYID J, HORSLEY, WILLIAM L. ARDELL, JAMES
P, BOWLAND, JAMES M.E, HYDE, EDMUND MAK, SIMON MURRAY, PETER
WANG, GARRY J. WEST, POYRY (BEIJING) CONSULTING COMPANY
LIMITED, CREDIT SUISSE SECURITIES (CANADA), INC,, TD SECURITIES INC,,
DUNDEE SECURITIES CORPORATION, RBC DOMINION SECURITIES INC,,
SCOTIA CAPITAL INC,, CIBC WORLD MARKETS INC,, MERRILL LYNCH
CANADA INC,, CANACCORD FINANCIAL LTD,, MAISON PLACEMENTS
CANADAINC,, CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH,
PIERCE, FENNER & SMITH INCORPORATED (successor by merger to Banc of
America Securitles LL.C)

Defendants

QUESTIONS ON WRITTEN CROSS-EXAMINATION
ON AFFIDAVIT OF MIKE P, DEAN, SWORN JANUARY 11, 2013
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1.

2.

Provide a copy of the insurance policies that provide, or may provide, coverage to
E&Y in connection with E&Y’s audits of Sino-Forest, including any litigation

related thereto,

Emst & Young LLP is prepared to share the responsive insurance policies with Kim Onr
Barristers P.C., with its agreement on behalf of its clients, on a confidential, without-
prejudice basis and on terms acceptable to Emst & Young LLP, Ernst & Young LLP
does not consent to their public filing or dissemination or the public disclosure of their
confents. Ernst & Young LLP understands that Kim Orr has already been provided with
particulars regarding its available insurance coverage on a confidential, without-prejudice

basis,

Describe the coverage amount, available coverage (if different), and any other terms
and/or conditions of the policies that may affect availability and/or coverage in this
situation.

See the answer to question 1 above.

What was or is the “opt out threshold” referred to in Schedule B, paragraph
I(B)(i)(a)(iii) of the Minutes of Seitlement?

The conditions precedent to the Ernst & Young Seltlement and the Einst & Young
Release as defined in the Plan are set out in the Sanction Order, The opt-out threshold
referred to at Schedule B of the Minutes of Settlement, if if ever became operative, is at
the discretion of Ernst & Young and would be set by it at such lime.

Describe any considerailon or any arrangement entered into with Paulson & Co.
Ine., Davis Selected Advisers LP, and/or any curvent or former Sino-Forest security
holder, in commection with securing the support or mon-opposition of any such
current or formner Sino-Fovest sceurity holder fo the E&Y Sctilement,

The consideration for the Emst & Young Settlement, including for the agreement of Emnst
& Young to suppott the Plan and the agreement of the Ad Hoc Committee of Noteholders
to support the Ernst & Young Settlement, has been set out in the motion materials. No
additional amount is to be paid by Lrnst & Young to any entities or persons holding Sino-
Forest securities (including those identified) as consideration for the Emst & Young
Seitlement or its approval, other than defraying certain legal costs to be incurred in the
Chapter 15 proceedings.
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5, If arvangements or consideration of any kind pursuant (o #4 have in fact heen

entered info or agreed to, provide copies of any documentatlon or correspondence -

evidencing such agreement and/or cousideration in exchange for supporting or not
opposing the E&Y Settlement,

See the answer fo question 4 above, Ernst & Young refuses any finther response,

January 29, 2013 LENCZNER SLAGHT ROYCE

TO:

SMITH GRIFFIN LLP
Barristers
Suite 2600
130 Adelaide Street West
Toronto ON MS5H 315

Peter H. Griffin (19527Q)
Peter J. Osborne (33420C)
Shara N. Roy (49950H)
Tel:  (416) 865-9500
Fax: (416) 865-9010

Lawyers for Emst & Young LLP
THE ATTACHED SERVICE LIST
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Coust File No, CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCTAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢, C-36, AS AMIENDED, AND IN THE MATTER OF A PLAN OFF
COMPROMISE OR ARRANGEMENT OIf SINO-FOREST CORPORATION

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

ONTARIO
| SUPERIOR COURT OF JUSTICE,
BETWEEN:

THE TRUSTELES OF THE LABOURERS?® PENSION FUND OF CENTRAL AND
TASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF
OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING
ENGINEERS IN ONTARIO, STUNDE AP-FONDEN, DAVID GRANT and
ROBERT WONG
Plaintiffs
- angd -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED
{formerly known as BDO MCCABE LO LIMITED), ALLEN T.¥, CHAN, W.
JUDSON MARTIN, KAT KIT POON, DAVID J, HORSLEY, WILLIAM It
ARDELY, JAMES P, BOWLAND, JAMES M.E, HYDE, EDMUND MAK, SIMON
- MURRAY, PETER WANG, GARRY J, WEST, POYRY (BEIJING)
CONSULTING COMPANY LEVIITED, CREDIT SUISSE SECURITIES
(CANADA), INC., TD SECURITIES INC,, DUNDEE SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC,, SCOTIA CAPITAL
INC,, CIBC WORLD MARKETS INC,, MERRILL LYNCH CANADA INC,,
CANACCORD FINANCIAL LTD,, MAISON PLACEMIENTS CANADA INC,,
CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE,
FENNER & SMITH INCORPORATED (successor by merger to Bane of America
Securities LLC)

Proceeding under the Class Proceedings Act, 1992
FACTUM OF THE OBJECTORS

(Motion for Settlement Approval refurnable February 4, 2013)

Defendants
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TO: THE SERVICE LIST

KIM ORR BARRISTERS P.C.
19 Mercer Street, 4" Floor
Toronte, Ontatlo

M5V 1H2

James C. Orr (LSUC #23180M)
Won J. Xim (LSUC #32918H)
Megan B, MePhee (LSUC #48351G)
Michael C, Spencer (LSUC #59637F)

Tel: (416) 596-1414
Fax: (416) 598-0601

Lawyers for Invesco Canada Lid,,
Northwest & Eihical Investments I..P.,
Comité Syndical National de Retraitc
Bitirente Inc,, Matrix Asset Management
Tne,, Gestion Férique and Montrusco Bolton
Investments Ine.
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Part I - OVERVIEW

1.  Invesco Canada Lid, (“Invesco™), Northwest & Ethical Investments L.P., Comité
Syndical National de Reiraite Bétirente Inc. (“Bétirents”), Matrix Asset Management
Inc., Geslion Férique and Monftrusco Bolton Ihvestmemé Inc. (the “Objectots”) are
leading Canadian investment funds that held shares in Sino-Forest Corporation (“Sino-
Forest™) on June 2, 2011, and_wei'e injured when the market in those shares plunged upon
publication of the Muddy Waters securities analyst report alleging that Sino-Forest was a
“neat total frand”.’

2, ‘The Objectors oppose the setllement of claims against E&Y (the “E&Y
Seftlement™) proposed by the named plaintiffs (“Ontario Plaintiffs”) in the putative
Superior Coutt class action titled above (the “Class Action) and supported by some or
all of the other‘pamies in the Sino-Forest CCAA® proceeding titled above, The Objectors
particularly oppose the no-opl-out and full CCAA third party release fealures of the
Settloment, The Objectors also oppose the molion for a Representation Order sought by
the Ontario Plaintiffs, and move instead for appointment of the Objectors to represent the
interests of all objectors to the E&Y Settlement;

3, Hvidence has just come to the— aftention of the Objectors showing that E&Y had
aclual knowledge as emly as Aptll 2010 that Sino-Forest was tefusing to provide
sufficient information to verify the composition of its‘ timber holdings?® At a imeeting
among high level E&Y pattness, Sino-Forest officers Allen T.Y. Chan (“Chan”) and

David Horsley, and key employees of P8yry (Beijing) Consulting Company'.Limited

I Muddy Wators Report dated June 2, 2011 (“Muddy Waters Report™), Exhibit “G* to Affidavit of Chavles
Whight, sworn Janunry 10, 2013, ("Wright AfF"), Plaintiffs’ Motjon Record, Volume 1, Tab 2G, py,

z239~279,
Compantes’ Creditors Arrangement Aot, RS.C. 1983, ¢, C-36 a3 ainended ("CCAA™).

3 Responses fo Questions on Written Cross Examination on Affidavit of Christina Doria, dated January 29,
2013 (“Dorla Written Cross Examination™) at para. 1.
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(“Ptiy}y”), E&Y appears to ha.ve defended Sino-Forest’s lack of informational
forthrightness by poinling out that “Sino-Forest's business model is iraly unique”
because the “purchasers of Sino-Forest stack ate financial players that purchase and hold,
beiting on timber prices to inorease”! Whatever E&Y’s explanation was, the evidence
from P8yry suggests that E&Y was awaré at least as early as April 2010 that Sino-Foresi
would not corroborate its asset valuations - yet E&Y continued to provide clean audit
reports,

-4, The present objections in a sense pick‘ up where this Court left off in its Reasons,
dated December 12, 2012, released in support of the Endorsement of the Sanction Order
of Sino-Forest’s CCAA plan of compromise and reorganiéation (the “Plan”).8 At the
time, the Court dismissed the Objectors’ concerns about the no-opt out E&Y Settlement
in conjunetion with the “thivd party” releascs in the Plan on the basis that the concens
were premaiure.? The Objectors renew their steennous objection and opposition to the
approval of this settlement.®
5. In the Plan Sanction Reasons, this Coust found (among many other things) that the
release of the Subsidiaties of Sino-Forest was justitied ‘according to the standards set

forth for allowing sueh CCAA “third party” releases in Metcalfe & Mansfield Alternative

4 Minutes of Meethng dated April 9, 2010, Schedule A to the Doria Written Cross Examination (“Minutes

of Poyry mesting™), fbid. .
$ Plan Sanction Reasons, dated December 12, 2012 (“Sanction Reasons-Dee, 12"), Exhibit “E2” (o the

Affidavit of Chavles Wright, sworn January 10, 2013, (*Wyight AfE"), Plaintiifs* Motion Récord, Yolume

1, Tab 2E2, pp, 220233,
§ Plan of Compromise and Rearganization (“Plan”), Plaintitfs’ Motion Record, Yolume 6 Tab 7, pp,

1411-1505,

Plan Sanciion Endorsewent dated December 10, 2012 *(Plan Sanction Endorsemant-Dee. 10}, at paras.
20, 22-23,Kxhibit “B1” to Wreight AFff, Plaiutiffs dotlon Record, Yolume 1, Tub EL, pp. 215216,
% Adfidayit of Exic J. Adelson, swom Jomuary [8, 2012 (“Adelson Aff*) at pora. 15., Responding Motion

Record of e Objectors, Tab 2C, p, 13,
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Investments 11 Corp., (Re)9 ("Metcalfe”). This Court noted and accepted the submissions
of Sino-Forest’s counsel that there “can be no effective restructuring of SFC's business”
without the releases of the Subsidiaries; that such releases were “necessary and essential”
to the restructuring; and that it was “difficult to see how any viable plan could be made”
without the releases.!® This Cowrt found that the Plan “cantiot succeed without the
releases of the Subsidiaries” and that the releases thus were “fair and reasonable and ..,
rationally connected to the overall pmpose of the Plan™'! Those ciiterla are, the
Objectors respectfully submit, the ones this Court should apply in analyzing the proptiety
of any proposed third party releases in a CCAA plan, |

6. The proposed E&Y Seftleinent includes a requireinent that E&Y receive a full
CCAd release of all Sino-Forest-related claims that could be asserted against it — in other
words, a full third party release.” But the exftexta for propey thivd party releases are not
satisfied here.

7. No parly has even asserfed — let alone provided evidence -- that the Plan c.;tmno."
succeed without the releases or the setffement. The version of the Plan submitted to, and
obviously on the verge of approval by, the ci’editors jn late November 2012 did not make
any mention of the E&Y Settlement or of the “framework” for thitd party releases now
relied upon, That demonstrates, more clearly than any legal argumen't could, that the
E&Y Settlement is not integral to the success of the Plan, and that the third party release

¢called for.by the Settlement does not qualify for approval under the Mercalfe factors.

? Metealfe & Mansfleld Alternative lvesiments T Corp.(Re), 2008 ONCA 587, 45 C.B.R, (5"} 163, leave

o appeaf fo 8.C.C. vel'd, {2008) S.C.C.A. No. 337 ("Metcalfe").
" Sanction Reasons-Dee, 12, supra note S al para. 72. Plahnti(fy’ Motion Reeord, Votume 1, Tab 2E2,

H[!. 219
Ibid., at para, 74, Plaintiffs’ Mation Record, Volume 1, Fab 2182, up, 231,
2 Fificenth Report of the Monltor, dated Janunry 23, 2013 at paras, 13 and 31,
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8.  The Objectors thus submit that the proposed E&Y Settlement vepresents a simple
case of overreaching, E&Y and Class Counsel seek to effectuate their settlement in this
CCHA proceeding, using a full third party release, when in fact they instead should
proceed by us‘;ing the Class Aclion, as was done for the Pﬁyry‘seﬁlement.

9,  The salient difference between a CCA4 selflement and a Class Aclion settlement
here is that the former would extinguish or render illusory-the right of il;vestors to apt out
of the seitlement, whereas the latter would preserve and give effeet to that imporfant
right,

10, The case precedents are unanimous in tecognizing that opt out rights are
fundamental fo the entive structuie of class actions, as described fully below.” The
Objectors have opted out through the cettification and settlement opt out process in
conneetion with the prior settlement with another third patty defendant, Poyry; and

according to the notice distiibuted in connection with that settlement the opt cuts were

effective as opt outs from the entire Class Action, The Objectors now wish, and should

have the right, to putsue their claims against E&Y (and the other defendants)
individually, and fo have the results of that litigation nét rendered illusory by fhird party
CCHA releases in E&Y’s favor obtained, we submit, without coming close to satisfying
the Mefcalfe criteria,
11, The Objectors understand that the pactics and their counsel in.the CCdd
proceeding worked hiard and devoted long hours to devising the Plan, which came to
include the E&Y Serticmeht at the last moment, The Objectoss also are aware of Class

Counsel’s position that the amount to be paid by E&Y - $117 million ~ is very lavge for

1 See p. 23 of factun; see also Fischer v, TG Tnvestment Management Lid, 2012 ONCA 47 at para, 69
(C.A) (“Fischer™y, Sauer v. Canada (Attorney General), 2010 ONSC 4399 at pavas, 2 and 19 (8.C.J.)

(“Satrer™).
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a Canadian settlement of claims against an audifor. With respeet, however, we submit
that those considerations do not addiess the fundamental issue raised by the present
objections: whether such a settlement, when it is only inecidental to n CCAA plan, can be

“erammed down” as against class members in derogation of their opt out rights,

12, Many serious securities fraud cases have in the past involved, and will in the future’

involve, insolvency proceedings for the company at the center of the alleged misconduct.
-The:;xe situations also commonly inchude the presence of additional third parties asserting
multiple and overlapping cross claims and ¢laims over against the applicant, subsidiaties,
and each other. |

13, The Objectors submit that it would be a highly troubling precedent, from the
viewpoint of investors declding whether to trust in the integrity of Canadian securities
markets, for such a “cram down” of a third party settlemeni and release to be
countenanced by this Cout, ™

14, The alternative — use of normal class action procedures to effectuate such a
setflement — is obviously appropriate, and would not, in the present situation at least,
impose any unwarranted or probiem_étic burdens, The Objectors should be free, as
provided in class action procedutes, to test their contention that th;a E&Y Setilement
amount ls really not so ample, In light of the gravity of defendants’ apparent misconduct
and the magnitude of losses suffered by investors, by opting out.

15, Accordingly, the Objectors oppose the proposed release of E&Y, as described in

Atticle 11,1 of the Plan and sections 8, 9 and 12 of the proposed Settlement Approval

¥ Adolson Aff, supra note 8 at para, 24, Responding Motion Record of the Objectors, Tab 2, p. 16,
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Ordei"®, which would extingiish the ight of all Security Claimants o pursue indiﬂdual
opt-out litigation against E&Y in connection with Sino-Forest, |

16, For similar reasons, the Obj‘ectors oppose the Ontatio Plaintiffs’ motion for a
| representation order.!® Cleatly, the interests of the Ontario Plaintiffs and of persons who
filed objections to the E&Y Seftlement are divergent, The Objectors will more

appropriately represent the other objectors” interests.

Part II - FACTS

17, The background facts éoncerning Sino-Forest, the class actic.ms, and the CC4A
proceedings have been recited by multiple patties. The Objectors here set forth some
other ficts that may deserve attention or emphasis,

18,  The Objectos are Securlties Claimants, Collectively they held 3,995,932 shares'’
of Sino-Forest on June 2, 2011 when Muddy Waters LLC publicized a report that
accused Sino-Forest of being a “near tofal fiaud”, In comparison, the Ontario Plaintitfs
who are seeking to represent all purchasers of‘Sino~Forest securities, have reported
holdings of 1,110,898 shates as of the end of day on June 1,2011."

19.  Sino-Forest’s year»e;nd market capitalization for 2010 was approximately $3.7
billion and its matket capitalization in early 2011 was approximately $6.2 billion, The

matket decline in Sino-Forost stock, over the two days following the release of the

¥ Setttoment Approvni Order, Exiibit A to Notiee of Motion dated Jannary 11, 2013, glnimiffs’ Motion

Record, Yolume 1, Tah 1A, pp. 21-22,
£b1d, in the evenit this Court nevertheloss geants roprosontation to the Ontarte Plaintitfs, the Objectors

requost that thoy be rolieved of the binding effest of the Represeitation Order and Settlement Approval
Ordot, rotioved of any release, and allowed to opt out of the E&Y Settlement.

7 The Supplemental Affidavil of Charles Wright calontates the holdings of the Objectors at 3,921,613, The
74,314 difference n the calenlation Is the holding of aveseo. Suppleinental Affidavit of Chm!es M
ergh!, sworn January 23, 2013, Plahuiffs' Reply Motlon Recovd. Vohunte 1, Tahl

% Clnss Counsel declined to respond to the Oljectors’ interrogatory requesting evidence !hat any investors
other than (ke Ontario Plaintiifs support the seftfemont,
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M.uddy Waters report alleging the company was a “near fotal fraud,” was from $18.21 to
$5.23 per share,® |

E&Y’s Knowledge of the Sino-Forest Fraud
20. E&Y acted as the auditor of Sino<Fotest for the majority of time that it was a
public company,m including the years 2007-2012.2' E&Y issued unqualified (“clean®)
audit reports on Sino-Fores§ from 2007 to 2010 and specifically authorized Sino-Forest fo
use the audit reports in public filings and offering documents, E&Y represented that it
had performed its audits in accordance with relevant indusiry standards, namely,
Generally Accepted Auditing Standavds (“GAAS™M.?
21, From late 2007, Pdyry progressit;ely raised concerns with Sino-Forest in relation
to the quallty and sufficiency of the information and data from Sino-Forest concerning
the physical composition of the forest holdings to be valued.?
22, On April 9, 2010, shotly afier E&Y issued an unqualified audit report on the 2008
and 2009 consolidated financial statements of the company, a high level meeting took
place between Poyry, E&Y and Sino-Forest.®! The purpose of the meeting was to discuss
Sino-Forest's unwillingness to provide sufficient information to confirm lis timber
holdings, to provide an overyiew of Sino-Forest's valuation requivements, and to develop

an action plan that would aflow P8yry to verify Sino-Forest timber holdings with

9 Muddy Waters Report, supra note 1, Plaintiffs’ Motlon Regord, Yolume 1, Tab 2G, pp. 239-279;

Statement of Claim Issued in Northwesi & Ethical Investments L.P, et al, v. Shio-Forest Corporation ef. al.,

af pata. 9, Exhibit “T* to Wright A, Plaintlifs’ Motlon Record, Volume.2, Tab 27T, p. 362,

w0 Muddy Walers Repott, Ib/d,,, Plalnti(fs* Motion Record, Yolume 1, Tah 2G, p. 230.279,
A ffidavit of Mike P, Dean, sworn Jatitary 11, 2013 ("Dean A("), at paras, 8-9, Motion Recovd of Einst

& Young LLP, Tab 1, pp. 3-4 { Statoment of Allegations of Ontario Securities Comindssion, dated -
Decomber 3, 2012 (“OSC Allogations-Dee, 3, 20127), at pava. 1, Exhibit “FF to Wright AfE, Plaiuflifs*

Motlon Record, Vohune 3, Tab 2FF, p, 826, .
T 1bid,, OSC Allegntlons-Dec, 3, 2012 at pava. 1, Exhiblt "FI™ to Wiight AfT, Plaintiffs’ Motion Record,

Yolume 3, Taly 2FF, 3, 826,
Doria Written Cross-Examinalion, supra note 3 ai para. 1,
M Minules of Poyry meeting, supra note 4.
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confidence.”* The Minutes of Meeting taken by Péyry clearly show that E&Y knew that
there was a gap between the market capitalization value and forest resource valuation
estimate, which P8yry could not effectively verify at any rate.
23, Notwithstanding the concerns of P8yry, it appears that E&Y took no steps to
exercise reasonab!e_skepticism as required by GAAS before providing Sino-Forest with
unqualified audits. In fact, evidence of Pdyry suggests that E&Y intended to avoid
probing Sino-Forest for sufficient evidencs to corro borate its alleged timber valuations,
OSC Investigation
24,  In August 2011, shm:tly after the collapse in price of Sino-Forest shares, the
Ontavio Secwities Commission (“OSC”) commenced regulatory proceedings and an
investigation against Sino-Forest and some of its officers and directors.
25.  OnMay 22, 2012, the Ontario Securities Commission formally alleged that Sino-
Foyest, and ils former senior execntives, engaged in a “complex fraudulent sc‘heme” to
inﬂate the assets and revenue of Sino-Forest, and made materially misleading statements
in Sino-Forest’s pub]icrdisciosm'e vecord related to its primary business,2% Allegations
were made againét Mr. Chan, former Chairman and Chief Bxecutive Officer of Sito-
Forest, for commiﬂil}g frand and making “materially misleading statemenfs’;.w Horsley
was alleged to have failed to comply with Ontario securities laws and fo have authorized,

petmitted or acquicsced in the commission of fraud.?®

3 Ibid,, See also email from Horsely to Chan dated March 26, 2010, Schedule A t6 ths Doria Writlen Cross

Examination, 1bid,
% Statement of Allegations of the Ontarlo Securitios Commission, dated May 22, 2012 (“OSC Allegations-

May 227}, at para 11, Exhibit “EE" to Wright AfY, Plaintliiy’ Motion Record, Volume 3, Tab 2EE, p,
789,
¥ Ibid., at pavas, 12,2731, 142, 150-156, Plaintifis’ Motion Record, Voluue 3, Tab 2EE, pp. 789, 792,

814, 816-817.
1bid., at paras. 14, 40, 119, [41, Plaintilf*s Motion Record, Volunte 3, Tab 2EE. pp, 789, 793, 809,
814,
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26,  The OSC allegations remain outstanding.

Sino-Forest’s CCAA Proceedings
27.  The (jntat*io Plaintiffs participated in the CCdAd proceedings as the “Ad Hoc
Committee of Purchasers of the Applicant’s Securities”.
28. In its Reasons in support of the Sanction Order, this Court stafed that the
Commiitee, represented by Class Counsel, “has appeared 1o represent the interests of the
shareholders and noteholders who have asserted Class Action Claims against SFC and

others,”” Class Counsel moved in the CCAA proceeding on April 10, 2012 for a

Representation Order pursuant to Rule 10 of the Rudes of Civil Procedire, R.R,0. 1990,

Reg. 194 (“Rufes).”® The proposed Representation Oxder contained an Opi-Out Letter
by which putative class members could have opted out from having Class Counsel

represent them in these procsedings.® However, the Ontario Plaintiffs did not obtain the
3

requested Reprcsentation Order and the motion was adjourned sine die.™  Cerlain

Objectors have previously stated in affidavits that they do not view Class Counsel as
_ having represented their interests in these proceedings,
29, During the CCA4 proceedings, the Ontario Plaintiffs moved to lift the CCAA stay

against Pbyry and its affiliaied companies in order {fo move for settlement approval and

% Sanction Reasons-Dec. 12, supra note 5 at para. 26., Plaintiffs® Motion Record, Volume 1, Tah 2E2, p.

224,
T Draft Representation Ordor of the Ad Hoce Commitiee of Purchasers of the Applicant’s Securities datod

April 13, 2012 (“Drafl Representation Order™), Exhibit “D" to Affidavit of Danfel Sinard sworn Janvary

18, 2013 (“Simard A(”), Responding Mofion Record of the Obiectors, Tab 3D, pp, 155-160,

3 Ibtd., .
32 Order of Honourablo Mr, Justice Morawelz, dated August 31, 2012 & Octobor 9, 2012, Exhibit “E” to

Simard Aff, Responding Motlon Reeord of the Obicetors, Tab 3E, pp. 161-162,

B Adolson AR, supra note 8, Responding Motlon Record of the Objeciors, Tab 2, b, 8-18,3 Affidavit of
Dantel Simavd, swom on January §0, 2013 (“Simard ATY), Responding Motlon lkecord ol the Objectors,

Tab 3, 1, 131140,
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certification for seftlement purposes with P8yry before the Class Aotion Court” The
settlement called for cooperation by P8yry with Class Counsel but did not provide for any.
payment by Poyry, other than sharving part of the notlce costs, Notice of the proposed
seftlement and of a scitlement approval hearing was disseminated to the class? On
September 25, 2011, Justice Perell, the Class Action case management judge, certified
tho claims against Poyry for settlement purposes and approved theAsett!ement.36 A furthet
notice was disseminated, which inclnded opt out rights. The notice stated that class
members opting out of the settlement would also be opting ont of the entive class
proceeding:
IF YOU CHOOSE TO OPT OUT OF THE CLASS, YOU WILL BE
OPTING OQUT OF THE ENTIRE PROCEEDING, THIS MEANS
THAT YOU WILL BE UNABLE TO PARTICIPATE IN ANY
FUTURE SETTLEMENT OR JUDGMENT REACHED WITH OR
AGAINST THE REMAINING DEFENDANTS,® .
30.  The Objectors opted out of the P8yry certification for settlemont by the January
15, 2013 deadline,”

31,  The first version of Sino-Forest’s Plan was filed in August 2012, Revised

versions of the Plan were filed on October 19, 2012 and November 28, 20127 These

™ Order of the Honouraiste Mt, Tustice Mornwelz entered May 11, 2012, Exhibit “C” to the Simard AR,
Responding Motlon Reeord of 1ho Obfestors, Tal 3C, pp, 151-154,

Notlee of Settlement, Exhibit “X* to Wright Aff, Plnintift*s Motion Record, Volwne 3, Tab 2X, pp.
694696, ’ :

Reasons of the Honourable Mr. Justice Morawetz, dnted September 25, 2012, Exhibit "I to Simard Aff,

Responding Moiion Record of the Obfectors, Tab 31, pp. 164175,

*Pisyry Notlee, Schedulo B to the Order of the Honourable My, Justice Porell, dated September 25, 2012,
Exhibit “G” to Shmard Aff, Responding Motlon Record of tlie Objectors, Tab 3G, pp. 228-231,

% Ibid., Responding Motion Reeord of the Obieetars, Tah 3G, pp. 230,

¥ Opt out form of Invesco Canada Ltd., Exhibil *D" {o Adelson ALf, January 18, 2013, Responding

Motion Record of e Objectors, Tab 2D, py, 111; Opt ont fonn of Comiié Syndical National do Refenite
Biitlvente Inc., Bxhibit “IP* to Simard Aff, Responding Mation Record of the Oblectors, Tab 3H, pn,

2362373 Opt out form of Northwest &Bthical Tnvestments L.P,, Malrix Assot Maungement nc,, Gestion
FERIQUE, and Montrusco Bolton Investments Tnie., Exhibits “E* to “H* to the Jemec AR, Responding

%qofion Record of the Obiectoys, Tabs dE-4H, pp, 255-261,
Fifteenth Repori of the Monitor, dated Janmary 28, 2013 at para. 24,
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versions contained standard language providing that all claims against Sino-Forest and
certaln claims against officers and directors would be barred (excepting claims described
in section 5.1(2) of the CCA4, claims of fraud, claims of conspiracy and inswed claims).
Claims against Subsidiaries were released as necessary and essential to thé restructuring,
as deseribed above. Any Equity Claims — which this Court had defermined included
defendants’ claims for indemnification with respeet to share purchaser claims in the Class
Action’® -- would be released as of the Plan Implementation Date or Equity Cancellation
Date,
32,  The Creditors’ WMeeting and vote on the Plan was scheduled to occur on
Movember 29, 2012, When the Plan was amended on November 28, 2012 the Creditors’
Meeting was adjourned to November 30, 2012, Up to this point, none of the versions of
the Plan, including the version mailed to creditors along with their proxy forms, included
or mentioned the E&Y Settlement; indeed, Article 7.5 of the Plan provided that claims
against third party defendauts were not being addressed:

Notwithstanding anything to the contrary in this Plan, amy Class

Action Claim against the Third Party Dofendants that relates o

the purchnse, sale or ownership of Existing Sharves or Equity

Interests: (a) is unaffecied by this Plan; (b) is not diseharged,

relensed, cancelled or barred pursuant to this Plan; (c) shall be -

peumitted to continue as against the Third Party Defendants; (d) shall

not be limited or restricted by this Plan in any manger as fo quantum ot

otherwlse (including any collection or xecovery for any such Class

Action Claim that relates to any Hability of the Third Party Defendants

for any alleged Hability of SFC); and (e) does not constitute an Equity

Claim or an Affected Claim under this Plan,™

[Eanphasis added]

It Sino-Forest Corp. (Re), 2012 ONSC 4377, afi*d 2012 ONCA 814,
2 Plan of Compromise and Reorganization, dated December 3, 2012 (“Plan-Dee, 3”), Exhibit “C* to
Wrlght AfF, Plajutiffs* Motion Record, Yolume 1, Tab 2C, py», 99-188,
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Thus, in these earlier versions of {he Plan there were no provisions bawing claims against,

or providing releases in favour of, “Third Party Defendants” named in the Class Action -
ie, E&Y, BDO Limited or the Underwritess,

The Proposed E&Y Settlement

33.  On November 29, 2012, counsel for B&Y and Class Counsel concluded the
proposed E&Y Settlement, The Creditors’ Meeting was again adjourned, to Deceniber 3,

2012, On December 3, 2012, a new Plan revision was released in the morning® and the

fact of the settlement was publicly announced.™

34, The Mimites of Seftlement were not disclosed 1o the Objectors unti! December 5,

2012. The Minutes of Settlement provided, among other terms:

10 Tt is the intention of the Parties that this settlement shall be
approved and implemented in the Sino-Forest Corporation CCAA
Proceedings, The settlenient shall be conditional upon full and final
relenses and elaims bar ovders in favour of E'Y and which satisfy
and extinguish all elnims against BY, and without opt-outs, and as
confemplated by the additional fetms attached hereto as Schedule B
hereto and incorporated as part of these Minutes of Settlement,*

[Emphasis added]

35, The Plan now contaited a new Article 11, reflecting the “framework™ for the
proposed E&Y Settlement and for third party releases for Named Third Party Defendants
as identified af that time as the Underwriters or in the future, Section 7.5 was later

amended to reflect Article 11°s provisions.*®

* plan-Dec. 3, 1bid,,, Plalutitis’ Motion Record, Tab 2C, pp. 99-188.

H 4 Adelson AFY, supra note 8 al para, 9, Responding Motion Record of the Obiectors, Tab 2, pp. 1
# Minutos of Settlemont at para. 10, Exbibit “A” to Wright Aff, PInintiff’s Motlon Record, Volume 1,

Tab 24, 1. 70. The attached Schedule “I* conlaing v cryptic reference (p,2) to a Tinal Order to be issued in
the Oulario Class Action, to include an “opt-ount fhreshold agreeable to E&Y.” The Objectors have sanghi

ain oxplanation of that veference, buf none has beon firnished,
¢ plan, Article 7.5, supra noto 6 Plainﬁfl‘s’ vloflon Record, Volume G, Tab 7, pp. 1474-1475,
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36 On December 3, 2012, a large majority of creditors approved the Plan. The
number of votes cast by proxy as opposed to in person has not been disclosed. The
Objeclors note, however, that proxy materials were distributed weeks eaclier and proxies
were required fo be submitted three days prior to the meeting, Tt is evident that creditors
submitting proxies only had a pre-Asticle 11 version of the Plan,
37.  No equity claimants, such as the Objectors were entitled to vote on the Plan.?
38.  Also on December 3, 2012, the OSC released a Statement of Allegations,
asserting that E&Y had failed to perform its audit work on Sino-Forest’s financial
statements in accordance with GAAS, in violatlon of ss. 78(2), 78(3) and 122(1)(b) of the
Ontavio Securities Act, R.S8.0. 1990, ¢, S-5, as amended.™ The document did not set
forth extensive evidence, but did Include some samples, including:
158 Some of these limitations were acknowledged by Emst &
Young staff in the cowrse of performing their audits of the Material
Financial Statements but were never adequately addressed. For
example, in an e-mail exchange beiween the members of Bnst &
Young’s audit team, one audiior posed the question “[hjow do we
know that fhe trees that Poyry Is inspecting (where we attend) are
actually trees owned by the company? L.g could they show us
trees anywhere and we would not know the difference?” Another

auditor answered “I believe they could show us trees anywhere and
we woutd not know the difforence,,, %

39.  On December 6, 2012, the Plan was fuither amended, adding E&Y and BDO
Limitéd to Schedule A, thereby defining them as Named Third Parly Defendants,
40,  OnDecember 7, 2012, the Sanction Hearing to approve thé Plan was held.
- 41,  Three of the Obj_ectoré - Inveseo Canada Ltd., Northwest & Ethical Investments

"~ L.P., and Comité Syndical National de Relraite Bétirente Inc., at the time referred to as

i Ftﬂeenti: Repurt of the Monitor, dated January 28, 2013, at para. 27.
# 03¢ Allegations-Des, 3, stipra note 21 , Bxhibit “l"F” to Wripht Aff, Plnmfm‘s’ Moiton Recoyd,

Yolumie 3, ‘Tab 2FF \825-840,
? Ibid., at para, 38, Plainfiffs’ ¥otlon Record, Yolume 3, Tabh 2FF, pp. 838-339. [emphasis ndded],
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the “Funds” -- opposed the'sanctioning of the Plan insofar as it included Aicle 11, thé'
framework for the release of E&Y and other third party defendants. The Plan was
nevertheless sanctioned on December 10, 2012 with Article 11.% The opposition of the
Funds was dismissed as premature and on the basls that nothing in the Sanction Order
affected their rights.”

42, At the Plan Sanction Heating, counsel for Sino-Forest madc it clear that the Plan
itself did not embody the' E&Y Seitlement™, and thai the parties’ request that the Plan be
sanctioned did not also cover approval of the seftlement, Moreover, according to the Plan
and the Minﬁtes of Settlement, the settlement would not be consuromated (i.e. money
paid and releases elfective) unless and until several conditions had been satisfied in the
future,

43, In sanciioning the Plan, the Court reasoned that tﬁe Implementation of the Plan
was hot conditional on the E&Y maiter being successfully seftled, and that any concerns
with respect to the effect of the releases on the rights of the Funds could be addressed
when seltlements were presented for approval,®

44,  Following the sanctioning of the Plan, three directors and officers were added as
Named Third Party Defendants, making them eligible for broad no-opt-out releases under

Auticle 11,2 of the Plan. On January 11, 2013, Chan and Poon were added.* On Janvary

* plan Sancton Ordey, dated Decomber 10, 2012 (“Plan Sanction Ocder”), Exhibit “D” to Wright Af,
Plaintifis’ Motlon Record, Yotume 2, Tah 2D, pp, 189-209,
*! Plan Sanction Endorsement-Deo, 10, supra note 7 at para, 25, Plaintiffs’ Motion Record, Volume 1,

Tab EL, » 216
2 Ibid., at paras. 19-20, Plaintif(s’ Motion Record, Volume 1, Tab E1, p. 215,

* Plan Sanction Budarsernent-Dec. 10, supra note 7, at para, 25, Plaintiffs’ Motlon Record, Volunie 1,
Tab E1, i 216 :

* Correspondence between ¥, James Orr and Ms, Jennifer Stam, Exhibits © I to “11" to Adelson Aff,
Responding Motion Record of the Objectors, ‘Fabs 28-2H, pp.117-125; OSC Allegations-May 22,

supra note 26, Plaintiffs’ Motlon Roecord, Volume 3, Tgh 2EE, pp. 7§6-824,
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22, 2013, Horsley was added”®  The OSC has accused both Chan and Horsley of

unlawful conduct in connection with the Sino-Torest fiaud.

45, Since obtaining the Sanctlon Ouder, Sino-Forest has taken and is taking. further .

steps to implement the Plan,®® It is now estimated that Plan Implementation will occur on
Jarmary 29, 2013, and in any event prior to the end of Jamuary 20135 Clearly,
.implementation is intended to occut prior to this Conrt’s determination of the present
objeczions, and prior to consummation of the E&'Y Settlement,

46.  OnDeccember 13, 2012, the Court directed that its hearing on the E&Y S‘ettlement
take place on January 4, 2013, under both the CCAA and the Class Proceedings Act,
1992, 8.0, 1992, ¢. 6 (“CPA”), as assigned to the Court by the Regional Senlor Justice,®
47, The Ontatio Plaintiffs proposed a notice program for the seftlement approval
hearing that in effect provided only a one-day period between the deadline for notice
dissemination and the deadline for submitting .objectlons. The proposed Notiee made no
reference to'the no-opt-out feature of the proposed E&Y Settlement. In response to the
Funds' protests, E&Y and the Ontario Plaintiffs revised the contents of the notice to
reflect the ng-opt-out provision, and obtained a one-month adjournment of the hoaring, to
February 4, 2013,

48.  On December 31, 2012, Class Counsel publicized in a memorandum to
institutional Investors that they believed that a “substantial premivm” was negotiated with

E&Y in exchange for extinguishing class members’ statutory opt out rights,”

35 Appendix P to the Fifteenth Report of the Monitor, dated January 28, 2013,

% On January 21, 2013 Sino-Forest obtained a fariher order from the Courl intended to facilifate the
lransfer of shares botween a Sino-Forest subsidinyy and Newco 1. Order of the Honourabie M, Justice
Morawetz re Plan Implementation, entered Javuary 21, 2013,

*? Fifteenth Report of the Monitor, dated January 28, 2013 ai para. 31

*¥ Rifteenth Report of the Monitor, dated January 28, 2013 at para, 39,
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49,  The Objeétors submitted titnely objeoiibns to the E&Y Settlement to the
Monitor.®® The objections were that: it is improper to frade away opt out rights, or render
opt out rights illusory through a full and final release for a substantlal premium.; it is
improper to approve a release to E&Y; it is improper to approve the E&Y Settlement to
bind putative class members who have opted out and without certification, notice and opt
out rights; it is improper to provide the Ontario Plaintiffs with a rcpresentation oxder; and,
it is improper to approve the E&Y Settlement in installments in the absence of any plan
for distribution or allocation.5!

50.  The Monitor received 93 objections (including the Objectors’), Eighty-four
objections were counted ag valid and timely.® Outside of the objections filed by the
Objectoss, 25 objections cited the proposed settiement amount as inadequate and six
objections state that consideration of the seftlement is premature in light of the ongolng
investigation by the OSC and the fack of publicly available information. Nine investors
objected on the ground that they purchased outside of the class period, never considered

themselves represented by Class Counsel ov the Ontario Plaintiffs, and yet would be

bound by the proposed release,*

* Memorandum by Siskinds LLP dated December 31, 2012 (*Siskinds Memo™), Bxhibit “E” to Adelson
Aff, Responding Motion Record of the Obfectors, Tab 2T, pp. £12-£16,

“ Notlco of Objection of Invesco Canada Ltd,, Exhiblt “A” to Adelson Aff-jan 18, 2012, Responding
Motion Record of tlio Objectors, Tab 24, pp, 19-21; Notice of Objectlon of Comité Syndical Mational de
Retraite Bitirente Ine,, Exhibit *A” fo Slmard Aff, Responding Maoilon Record of the Objectors, Tah
34, pn. 141-143: Notiee of Objectlons of Northwest & Eflilcal Invostments L.P,, Malvix Asset
Manngoment Tne., Gestlon FERIQUE, and Montruseo Bolton Investments Ine., Bxhibits “A¥ to “D” to
Affidavit of Tanya T. Jemee (“Jemec AM’), Responding Moiion Record of the Obfectors, Tab dA-4D,

DD 2:42-253,
Adelson ALT, supranote 8 at para. 5, Responding Motlon Recoid of the Objectors, Tab 2C, pp, 8-10

% Fourteenth Report of the Monitor, dated January 22, 2013, p. 2.
# Rourteonth Roport of the Monitor, dated Jonuary 22, 2013; While 93 notices of objections were received,

the Monitor counted a tofal of 21objections.
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Part I - ISSUES AND THE LAW-
A, The Proposed Full Release of E&Y Is Not Integral (;1' Necessary
" to the Success of Sino-Iorest’s Restructuring Plan,

and Therefore the Standards for Granting Tlird Party Releases

in CCAA Proceedings Ave Nof Satisfied
51,  E&Y is obviously not the applicant in this CCAA 'proceeding; nor is it a subsidiary
of the applivant; nor is it seeking a director ot officer release of the type treated
specifically in Article 4.9, E&Y is a “third parly” and the presehf motion includes at ifs
core a requost that this Court approve 4 thivd party release of all claims by anyone against
B&Y relating to Sino-Forest, |
52,  As this Court has recognized, the authorily of a coutt to sanction a CCAA plan
incorporating a third party release is governed by the Cowrt of Appeal’s declsion in
ﬂxfe:‘caij‘e‘64 More recently, the Superior Court bas reiterated that such third party CCA4
releases are permissible when 'they a1:e necessaty and integral to the restructuring of the
applicant company, in furthesance of the purpose of the CCAAL® The Brltish Columbia
Supreme Court has observed that the purpose of the CCA44 s to facilitate compromises
and arvangements between a company and its credltors, “not to deal wlith disputes
between a credi‘tor of a corapany and a third party, even if the company was also involved _

in the subject matter of the dispute,*®

53, Accordingly, as noted above, this Court was careful to point out the ways in

which the proposcd third parly releases of Sino-Fotest’s Subsidiaries were cssential to the

 Metealfe, supra nots 9,
 Alfen-Vangtard Corporativn (Re), 2011 ONSC 5017 at para. 61 (S.C.J.}. The third patty relense was

approved in this case only becanse class counsel had not objected fo it oh a limely basis.
Pacifte Coastal Atviine Ltd, v. Air Canada, 2001 BCSC 1721 at para, 24 (3.C).
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" resteucturing, rendering that aspect of the proposed Plan “fair and 1‘easonable”.ﬁ7 That
was the correct analytical framework for assessing a third party release,

54, When the objecting Funds raised this issue at the sanction heaving, the par!ieé
objected that it was premature to do so, and that the objection should await the setﬂement
approval heaving; and the Court agreed.® Thus it is clear the issue has not yet been
decided by this Couit.

55, Whatever ferms are used to describe the standard - whethey the third patty release
is “necessary,” “integral,” or “essential” to the success of the restructuring plan, such that

the plan “cannot succeed without” the release — the proposed E&Y release, and thus the

setflement, does not measure up.>

56, The most obvious evidence is the fact that all parties to the restructuring were

fully ready to proceed with the Plan without the B&Y Settlement, The Affidavit of W.
Judson Martin, Sino-Forest’s CEQ and vice chairman, sworn November 29, 2012, does
not say anything about the E&Y Settlement or about any possible exceptions to Section
7.5 of the Plan, as it t.hen was, confitming that claims against thivd party defendants,
ineluding in the Class Action, were not affected.”

57.  No one has asserted that the poities needed the E&Y Settlement or release to
allow the Plan to go forward, In fact, there remains the possibility that the E&Y
Settiernent might not be approved by this Cowt, or other conditions precedent might fail

—yet still the Plan would proceed (in fact, it will probably be implemented by the time of

% Sanction Reasons-Dec. 12, supra note 5 at paras. 70-74, Plalntlifs’ dotlon Record, Votume 1, Tnb

%EZ, o, 231-232, :
Plan Sanction Endorsement-Dee, 10, stpra note 7 at paras, 20 and 23, Plnintiffs Motlon Regord,

Yolume 1, Tab El, pp, 215216,

See Schedule C for a number of definitions of the word “integral™,
™ A ffidavit of W. Judson Martin, swoni Nov. 29, 2012, Exhibit “C* to the Affidavit of W, Judson Mariin
sworh January 11, 2013, Responding Motion Record of Stne-Forest Corporation, Tab 1C, pp, 93-143.
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the February 4 hearing), confirming again that the Setilement and release ave not integral
to the success of the Plan,
38.  The Court made this disconnect clear in its December 10 and December 12, 2012
Endorsements, when it held that E&Y’s Seltlement and release is not a condition of Plan

Tinplementation:

148 As noted in the endorsemnent dated December 10, 2012,
which denied the Funds® adjournment i'eq’uest, the B&Y Setilement
does not form part of the Sanetion Order..."!

(X2}

120 Essentially, if certain conditions are met and further couat
approval and oxder are obtained, it is conceivable that E&Y will gef a
release. Howevey, such a telease is not being requested at this time,
Further, it is not a_condition of Plan Implementation that the E&Y -

matter be settled.”

[Emphasis added]
59,  E&Y’s affiant, Mike Dean, attempts to fill this void ‘by describing a number of
benefits E&Y provided to the CCAA proceeding, including supporting the Plan, releasing
its indemnification claims, waiving leave to appeal the Equliy Claims Order, and
a‘gre'eing not to receive any distributions under the Plan.” However, he does not deseribe
any of those benefits as Leing essential to the restructuring, and In fact they are all being
provided yegardless of whether the E&Y Seftlement is approved and regardless of

whether the requested CCAA release of E&Y is obtained.

60,  The fact is that none of the benefits deseribed by Mz, Dean were sufficiently
important to eonvince any party to condition the implementation of the Plan on the

approval of the B&Y Settlement and issuance of a third party release to E&Y,

7! Sanction Reasons-Dec. 12 al pava. 48, supranote 5 Plaintiffs’ Motlon Record, Volume f, Tab 252

pp. 220-233,
* Plan Sanotion Endorsoment-Deo, 10 at parn, 20, supra noto 7, Plain¢lifs Motion Record, Volume {,

Tal 2E1, 1. 215,
Dean Aff, supra note 21, Motion Record of Brust & Young LLP, Tab 1, pp, 1-23,
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61.  Noris the $117 miliion settlement payment described as essential, or even related,
to the restructuring. In fact, the $117 million is to be poid into a Seﬂiemcﬁt Trust for the
puipose of paying Securities Claimants who have not yet been identified, but who
certainly include primarily share purchaser class members in the Class Action, whose
equity claiins against Sino-Forcst are being barred in the Plan,
62,  Lastly, it is questionable that varying the E&Y Settlement and felease to
accommodate opt outs would spell the end of the setilement. Notwithstanding the
intestion of the parties to effect a no-opt-out settlement, E&Y retained discretion to
accept opt outs up to a certain threshold number,” E&Y has since confirmed that this
provision, while it may be discretionary, is not just theoretical;

The conditions precedent to the Eynst & Young Seiflement and the

Emst & Young Release as defined in {he Plan are set out in the

Sanction Order. The opt-out threshold referred to at Schedule B of

the Minutes of Settlement, if it cver became operative, is at the

discretion of Emst & Young and would be set by it at such fime.
63,  Insummary, the BE&Y settlemf‘:nt and release do not come close to resemb!ing the
extraordinary situations when these types of third party releases have been approved over
objections,
64, Third party releases have been approved to avoid chaos in the Canadian airline
industry or the collapse of the Canadian ABCP market,”® In particular, the Court of

Appeal in Mercaife carefully noted that the releases at issue were vital to the restincturing

of the patticipants in the ABCP market and Indeed the market itself) "7 that the parties

™ Schedule B to Minutes of Seltlement, Exhibit *A" to Wright Aff, Plaintiffs® Motion Record, Yolume 1,

Tab 24 , pp. 7576,

* Answers of Written Examination of Mike Dean,

™8 Metealfe, supra note 9 ; see also Canadian Airlines Corp. (Rej, 2000 ABQB 442, leave to appeal ref*d,
2000 ABCA 218,

" Matealfe, Ibid, at para, 118,
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required to “give” releases were also creditors of the applicant market participants and
thus were benefited by the plan; that the barties “receiving” releases were contributing in
a tangible and realistic way to the plan; aud that the creditors giving the releases were in
the class of creditoys that voted to approve the plan,” None of those characteristies could
fairly be said to apply to the proposed release ;)f E&Y in the present sifuation, directly or
even by anafogy,

65.  Accordingly, the proposed third paly Release of E&Y is not justified and the
seltlement is niot fair and reasonable if it is implemented as proposed.

"B, The E&Y Settlement Should Not Be Approved Because It Would
Negate the Objectors’ Opt Out Righfs

66. As described above in the Overview, if a Class Action settlement with E&Y s
being proposed, it should be approved solely under the Class Proceedings del, as the
Payry seftlement was, and not through misuse of g third party release procedure under the
CCA4A. However, since the Minutes of Settlement make it clear that E&Y retains
discretion not to accept o recognize normal opt outs even if the Class Proceedings Act
procedures are invoked, the E&Y Settlement should not be approved in 1his 1'espec.t
either,

67.  The B&Y Settlement, as conceived by its proponents, would negate opt out rights
of class membeys. The Minutes of Seltlement state that the settlement is to be “approved
and implemented in the Sino-Forest Corporation CCA4 proceedings™ “and without opt
outs” (paragraph 10); as noted, however, the attached Schedule “B"” (described in
patagraph 10 -as “additional terms inlcmporated as 1;3;'t of these Minutes of

Settlement”) refers to approvals in ail forums and to an “opf—out threshold agreeable to

B tbid, at para, {13
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E&Y* in thé Ontavio Class Action.™ In any event, the proposed Release, as described in
Article 11,1(b) of the sanctioned Plan, provides that “[n]otwithstanding anything to the
contratry herein, upon receipt by the Scitlement Trust of the settlement amount in
accordance with the Erust & Young Settlement: (i) all Binst & Young Claims shall be

fully, finally, irrevocably and forever eompromised, released, discharged, eancelled,

harred and deemed satisfied an extinguished as against Krmst & Young %% There

is no exception in the release and discharge for objectors or opt outs.

68.  The parties’ intention to eliminate ot negate any opt out right.is exemplified in the
case of the Objectors - wito have opted out fiom the P8yry settlement, clearly would opt
out from the E&Y Settlement (if a sepatate opt out were necessacy or available), and yet
clearly are not intended to retain any ability to assert theiv claims against E&Y in the
wake of the proposed approval of the &Y Setilement. ™!

69,  The right to opt out is explicitly sct forth in section 9 of the CPA: “Any member
of a class involved in a class proceeding may opt out of the proceeding in the mamier and

within the time speoified in the certification order.™

? Recent responses {o Interrogatories by B&Y state that “the conditions precedent lo the Erst & Young
Settlement and the Emst & Young Release as deflned in the Plan ave set out in the Sanction Ovder, The opt-
ou threshold referred to at Schedule B of the Minutes Settlement, if it ever becnmo operative, is af the
discretion of Ernst & Young and would ba set by it at such time.” See Answers to Written Bxamination of
Mike Dean.

0 Plan, supranotc 6 Articte 11.1(b). Alternativaly, if that divect method fails, the Plan also provides a
fromework for E&Y o obtain a fisll relense as a Mamed Third Party Defendant through Artlcle 11.2{e).
Plan, Artiole 11,1(c). The conditions precedont under Article 11,2 only require the granting of the Sanction
Order, the granting of tho Named Third Party Defendant Settlement Order and ilie satisfaction or waiver of
all conditions precedent i the settteinent, Plan, supra note 6, Artlole 11.2(b).

81 As noted In the Overview, the Objectors’ opt out forms Included a condition fhat it was htended to bo
effective only to ihe exient that any defondant did not ebtain a final refense of any elaim, such as the release
sought by E&Y. The Affidavit of Erfe Adelson of Tnvesco exploited the rensos: “It appenred to us that the
Poyry apt ouf provedure might mvolve a *Catoh 22" provision — if wa opted ont fo pursue our remedies
individually, we.might be glving up our abiliiy to sharo In any seftlement proceeds, but the proposed fult
Reloase of B&Y might prevent us from seeking rensecies on our own, thus making the opt ont vight
tlusory. Accordingly, In an effort to avold such a frap,” the opt out form included the stated conditton.

Adelson AR, supranote 8 at pora (8, Respouding Motlon Record of the Chigctovs, Tab 2C, p, 13,

%2 Class Proceedings Act, 8.0.1996, C. 6, 5. 9

93



I

23

70.  The right to opt out of a class action is a fundamental element of procedural
fairness in the Ontario class action vegime.* It is not a mere technicality or an illusory
right; rather, it is the foundation for the court’s jurisdiction over class members and it is
the mechanism by which the class members are bound by the cowmt’s decision. It has
been described as absolute.® Coniracting out of the opt-out right is objectionable in

prineiple and impermissible in light of the CPAY The opt-out period atlows persons to

pursue their self-interest and fo preserve their rights to pursue individual actions.®

71.  In Western Canadian Shopping Cenires v, Dutton™, The Supreme Court of Canada
held that the right to opt out is the foundation for a coutt's jurisdiction over class
members in a class action — class members are bound only afler proper notice has been

given to the class and the right to opt out has been granted:

oA judgment is binding on a class member only if the class member
is notified of the suit and is given an opportunity to exclude himself or
herself frorn the proceeding, ...

72.  The principle was further explained by the Supreme Court in Canada Post Corp.

W Lepi;ze‘”:

... In many class proeeedings, the representative acts on behaif of a
very large class, The decision that is made not only affects the
representative and the defendants, but may also affect all claimants in
the classcs covered by the action. For this reason, adequate
information is necessary to satisfy the requirement that individual
rights be safeguaided in a class proceeding, The nhotice procedure is
indispensable in that it informs members about how the judgment
avthorizing the class action or certifying the class proceeding affects
them, about the rights — in particular the possibility of opting out

8 Fischer, supra note 13 at para, 69,

 Durting v. Sunvise Propane Energy Gronp Tne. 2011 CarswellOnt 77 at para. 19 (5.C. 1.); Cheung v.
Kings Land Developments Ine., 2001 CarsweliOnt 3227 at para, 12 (S.C.J.).

% Pavies v. Clavington (Mimicipatifg, 2010 ONSC 418 at para, 32, (S.C.J.)

% Mangan v, Ineo Ltd, [1998] 0.J. No. 551 at pava. 36 (Ct J.(Gen. Div.)).

8 Western Canadian Shopphig Centres v. Ditifon, 2001 SCC 46.

88 Ibid, al para. 49; see also Smuer, supra noto 13 at paras, 2, 19

¥ Canada Post Corp.y, Lepine, 2009 SCC 16 [emphasis added]
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of the class action — they have under the judgment, and sometimes,
as here, about a settiement in the case.’

[Emphasis added]
73, The Ontario Court of Appeal has recognized that the right fo opt out is

fundamental and should not be negated by the counts:

‘While this speculation about future opting out may ultimately prove to
be coirect, it ighores the well-settled principle that a 1ight fo opt out s
an imporiant element of procedural fairness in class proceedings, Itis
not an_illusory vight that should be negated by speculntlon,
fudicial or otherwise.’.

- [Emphasis added]
74, That Court has also described the opt out right as an important procedural

protection afforded to unnamed class action plaintiffs:
The right to opt out is an important ﬁrocedm’al protection afforded to
~unnamed class action plaintiffs, Taking appropriate steps to opt out
and remove themselves from the action allows unnamed class aetion

plaintiffs to presexve legal rights that would otherwise be determined
or compromised in the class proceeding,”

75, There are no exeeptions to these principles for situations in which class counsel
and a settling defendant have devoted long hours to negotiating a class settlement and
feel strongly that the settlement Is a signal achievement for the class.

C Other Aspeets of the Proposed li&Y Settlement
Ave Not “Falr and Reasonable”

76.  The BE&Y Seitlement is not fair or reasonable for reasons in addition to those
stated above, The “fair and reasonable” standard for approving proposed settlements

applies In both CCAA proceedings™ and under the CPA

% 1hid, at para 42, -

! Fischer, supranote 16 at paca, 69 fomphasis added).

2 Currle v. MeDouald's Restanrants of Canada Ltd., {20053 74 OR (3d) 321 at para, 28 (C.A.).

B Roberison v. ProQuest Information and Leqyning Company, 2011 ONSC 1647 at para. 22 (8.C.J.).
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1. The proposed velease of E&Y does not include

any carve-out-for fravd and is therefore

not fahr and reasonable under the CCAA4
77, The Court of Appeal in Merealfe was caveful to note that the releases al issue
there included.limiteci “catve-outs” so that certain fraud claims were not refeased.” The
Release to be provided to E&Y is exceptionally broad in overriding the exclusioﬁs
preventing release of fiaud claims found elsewhere in the Plan.*® The only exception to
the proposed Release of E&Y is for claims by the Ontario Secvrities Commission;
otherwise, the Release covers all claims, with no fraud exception whatsoever.””
78, The failure of the proposed Release to exclude at least the type of fraud cl‘;caims
identified in the Metcalfe carve-ont means the Plan, if implemented in that way, is not

falr and reasonable,

2, Class Counsel’s acknowledgement that B&Y paid
a “substantial prexium® in order to be released from
all elaims without opt out vights demonstrates that
the proposcd settlement is not faix to opt outs

79.  As noted above, the memorandum cireulated by Siskinds LLP on December 31,
2012, stated that “ftThe absence of opt-out rights has long been a standard feature of
Canadian insolvency proceedings, Moreover, Siskinds-Koskie believe that E&Y paid a

“substantial premium in order to be released from all claims through the Insolvency

Proceeding,

L 1bid, at para. 24 (é.C.J.).
% Metealfe, supranofe 9 at paras, 109-112,

% Pfan, supra ftote 6, Attlele 7.2, Plalutiffs* Motlon Recoxd, Yolume 6, Tab 7, pp, 1473-1474,

*7 Plan, supranote 6.

% Siskinds Momo, supranote 59, Responding Motlon Record of the Obiectors, Tab 2L, pp. 112-116;

See also Affidavit of Charles Wright, sworn Janwary 10, 2013 (“Wright A£L*) at para 66, Plaintiffs':
Motlon Record, Yolwme 1, Tab 2, pp. 50-51 (E&Y “would not linve offered the large scltloment mnount”
but for the CCAA proceedings, which s conditional upon fill and final release of E&Y by order of the
CCAA coust); pavagraph 70 (Plan Artlcle 11.2 provides for the ablilty to complete fusthor settlements,
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80,  This passage indicafes, ov at least strongly implies, that.the Ontario-Piaintiffs
fraded away the opt out rights of Class Members (or allowed thein to be rendered
illusory) in return for more conisideraiion (“a substantial premium™) fo be paid b)’r B&Y
into the proposed Settlement Trust fand. Put more bluatly, B&Y paid more to rid
themselves of having 1o deal with opt outs, and Class Counsel countenanced that bargain,
81.  In view of the fundamental nature of opt out rights descrlbed in the prew,;iOLxs
section, it is clear that settlement payments to nlegate opt out rights are improper, and
cantiot be considered fatr and reasonable under any cireumstances.?
82.  The fact that the Pyry scttlement was cffectuated on a norinal class action bass,
with effective opt out rights, during the pendency of the CCA4 proceedings, provides a
clear counterpoint example of how the E&Y settlement should have been handled.

3 The partial information avallable from Class Counsel

at 4 minimum calls the fairness and reasonableness

1) of the E&Y Settlement into question
83, Other information that has become available, or whose availability has been
withheld, calls the proposed seftlement into further quc;stiou.
84,_ In recommending the E&Y Settlement, Class Counsel had access to E&Y's

responsive insurance policies and took coverage into account in assessing what could be

teasonably recoverable from E&Y,'™ However, Class Counsel and B&Y decline to

which could have the “benefit” of & full release for the Undenwriters or BDO Limited “and would Hkely
resuit in those parties paying a premium for solifement to resolve all claims againgt them”),

% Siskinds® statement that “the absence of opt-out rights has long been a standard feature of Canadian
Inselvency proceedings” Is itself misleading. Obviously, CCAA releases norinally do not reflect opt out
rights - bui In the present situation, we ace dealing with opt outs by putative class inembers, who have
appeared to objeot to the deprivation of opt out rights, with reapect to ¢lalng asserted against thivd parties to
a CCAA proceediug — Ingredients that have not often arlsen together previously, As the Court of Appeal's
Mefealfe declslon makes cleat, a third party release cammot plausibly be called a "standard feature” when
sueh situatlons do appear, ‘

" Wright A, supra note 98 at paras, 87(d) and 118, Plahutif(s’ Motlon Record, Volune 1, Tab 2, py,

56 and 65,
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disclose the amount of available coverage,'™ One wpulr[ expect, in a case involving
“audit failure- as severe as alleged by the OSC, and involving ‘Ios_ses as large as here, at
least the insurance coverage would be exhausted, If that is not the case, the
reasonablenéss of the amount of the proposed settlement would be highly dubious.
85.  As described above, the OSC released its allegations against E&Y on the same
day the proposed settlement was announced, Any fair reading of the allegations leads to
ﬂ;e conclusion that they are a seathing indictment of E&Y’$ likely audit failures,
86.  Class Counsel, however, concluded that the OSC’s statement of allegations “does
not inctude any allegations that amount 1o knowledge.or reckiessness with regards to a
representation.® This conclusion casts doubt on Class Counsel’s assessment of their
own case, for two reasons: (a) Class Counsel apparently view the OSC allegations as a
negative for their recovery prospeets against E&Y, which seems implausible in light of
the content of the allegations, as stated above; and, (b) Class Counsel has apparently
conchuded, after negotiations with E&Y, that “tecklessness” will suffice as a type of
“knowledge” for avolding the secondary market (Part XXIII, 1) Habikiy cap applicable to
expetfs (which is avoided if the defendant made a misrepresentation “knowing” it was
false):
(2) Subsection (1) does not apply lo a person or company, other than
the responsible issuer, if the plaintiff proves that the person or
company authorized, permltted or acqulesced in the making of the
misrepresentation or the failure to make timely disclosure while

knowing that it was a misrepresentation or a failuwre to make timely
disclosnre, or influenced the making of the misrepresentation or the

foilure to make timely disclosure while knowing that it was a

misrepresentation or a failure to make timely disclosure,!

11 Angwers on Written Bxaminntions of Mike Deain & Auswors on Writien Examinations of Charles

Wright,
192 \Yrvipht AL, supra note 98 at para 112, Plalutlifs’ Motign Reeord, Volume 1, Tab 2, pp. 63,
9 Securittes Act, R.8.0. 1990, ¢, 8-138,7(2).
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[Emphasis added]
87.  Conlrary to Class Counsel’s assetlions, the OSC’s des@iption of E&Y’s alleged
audit failures could readily lead to the conclusion that the failures were “reckless”,
88,  E&Y provided Class Counsel with “the opinion of an auditing expert, —'who' opines

that Einst & Young complied” with GAAS and was “not negligent in the prepacation of

its 2010 audit report*™ — but the opinton has not been furnished and the expert has not

been identified. %

89.  The Objectors at;d their legal counsel in these proceedings have nof, as of this
date at least, been privy to any of the doeuments genei'ated while E&Y was doing its
audit work, whether from E&Y or from ofher partieé who were on the scene. HO\-Never,
based on logic and, to some extent, the account of the parties’ negotiations, it appears that
E&Y must have been persuaded by some powerful evidence that it could not rely on the
liability cap applicable to the secondary market claim against it (it asserted the applicable
cap was far below the amount it has agreed to pay'"®) — i.e., that it had a real visk that its
misconduet could be proved to have been “knowiné”.

90.  Finally, the lack of any plan of distribution of the proposed Settlement Trust fund
makes it unrealistic to expect claimants to assess whether the outcome would be fair and
reasonable as to them (including the Objectors, if they were cligible to _receive
dishibutions). This is a result of the parties’ decision to handle this seltlement “by.
" installments” -- the framework for the. Releage was approved in the Plan, the E&Y

Settlement itself is now being considered for approval, E&Y will contribute the

1 Wright AR, supra note 98 at para 106, Plalnth(fs’ Motion Record, Volume 1, Tab 2, vy, 61-62,
195 Answers on Writton Examinations of Mike Dean,

[95 Wright Aff] supra note 98 at para 110, Plaingiifs’ Motion Record, Volume 1, Tab 2, pp, 61-63,
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conslderation to.rthe Settlement TFund if and when conditions ate satisfied in the futore,
and a plan for ailocaling or disfributing the settlement monies has not yet been devised.
The Securities Claimants who are potential recipients include purchasers of notes and
shares, purchasers on the primary and secondary market, purchasers across Canada and
abroad, those who pm‘chased within the class period as well as those who purchased
outside of the class petiod. Such an instaliment-based approach has been criticized.'”’

D.  The Ontaro Plaintiffs’ Request for a Representation Order
Should Be Dismissed

91, The Ontario Plaintiifs are seeking a Representat.ion Order to fry to distract ffom
the fact that there is substantial dissent from the E&Y Settlement,

92, As described carlier, they previously sought such an ovder but let the appﬁ;:ation
lapse. Now, even though the negotiation of the proposed scttlement is a falt accompll,
the Ontario Plaintiffs want retroactive cover.!”® The motion should be dismissed, and if
anyone is appointed, it should be the Objectors, at least for all persons who have objected
to the settlement.

93, 'i“he general authority of a C'Cd4d court to grant a Representation Order detlves
from Rule 10,01 of the Rules of the Civil Procedure, which allows a court to appoint one
or motre persons to represent any person or a class of persons who ate unborn or

unascertained or who have a present, future, contingent or unascertained interest in or

may be affected by the proceeding and who cannot be readily ascertained, found or.

7 Garland v. Conswmers’ Gas Co., 2004 SCC 25, [2004] 1 8,C.R. 629 at para, 90,

W8 By and the Ontario Plaintiffs assert that the Medintion Order and fhe Data Room Order gave Class
Counsel the authority to enter into settfement discussions: Dean AFY, supra note 21 at para, 51, Motlon
Record of Brnst & Young LLP, Tab 1, pp. 17-19, Those orders did not purport to go so far as fo
authorize Class Counsel to bind putative class membiers to any settloments; If they had, presumably the
Outario Plaintiffs wonid ot have sought a Representation Qrder proviously oy now,
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served.'” The factors to be considered in deciding on a representation order in CCA4
' proceedings include: vu!nerabﬂit_v- and resources of the group; benefit to the debtor; social
benefit fo be derived from representation; facilitation of administration; avoidance of
multiplicity of legal retainers; balance of (;onvenience; whether it is fair and just to the
patties; whether the representaiive counsel has already been appointed for those have
similat interests; and the position of other stakeholders and the Monitor,t? A
representation order is not appropriate when the class of persons is overly broad, alrcady
represented by counsel, there is no issue with respect to ascettaining the members of the
class, or conflicts of interests are present between clalss members. ' ‘The interest of

Jjudicial economy does not override persons’ rights to have their representative or counscl

of choice and to puisue their own litigation or settlement strategy against a common

defendant, 2

94,  The Ontavio Plaintiffs do not qualify under these standards. The six Objectors

represent about thiee and half times as many shaves as the Onfario Plaintiffs, There is a

clear divergence among class membeys, with the Objectors and other objectors and opt

outs taking positions at odds with the Ontario Plaintiffs and Class Counsel. The

Objeetors are represented by counsel (Kim Ogr Barvisters P.C.) who have appeared in

5 Rules of Civil Procedure, R.R,0. 1990, Reg, 194, Rule 10.01; Norte! Nenvorks Corp, Re., 2009
Carswellom 3028, 53 C.B.R. (5th) 196 af para, 10 (S C.1.) (“NorteM)

10 Comvest Global Conumunications Cos ., Re, 2009 CavswellOnt 9398 (“Camvest-2009"); Nortel, Ibid.;
Re Canwest Publishing Inc./Publieations Canwes!]nc. , 2010 CarswellOnt 1344, 63 C.B.R. (5th) 132,

Y Bruce (Township) v. Thornburn, 1986 CarswellOnt 2124, 57 O.R, (2d) 77 at para, 24 (Div. CL.);
Ravefston Corp, (Re), 2007 CarswellOnt 7288, 0.J, No, 4350 at para, @ (S.C.).); MeGee v, London Life
]usw'mwe Co., 2008 CarswellOnt 2534, 63 C.P.C, (6iL) 167 at para, 38 (5.C.J.)

2 ditard v, anle Leqf FFoods Ine., 1998 CarswellOnt 1548, 20 CP.C, (dw) 346 at pars, 4 (Ont. Gen, Div.)
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these proceedings. The Objectors have strongly indicated that they do not view Class

Counsel as representing them or their interests. (3

95.  Plaintiffs’ counsel in a putative class action do not have a solicitor-client
velationship with any putative class member with whom they do not have a retainer
agreement until a court has certified the case as a clﬁss action, However, the law does
recognize that class counsel owes certain duties to class members pre~caﬁiﬂca&ﬁ0n. In
Canada Post Corp. v, Lepine, the Supreme Coutt held that the representative plaintiff’s
duty extends to informing potential class members of the right to opt out.!™ 1t follows
that there is a duty to protect the right fo opt out as well, The Ontario Plaintiffs and Class
Counsel evideritly recognized exactly that when they moved for a Representation Oxder
in April 2012 and included an “opt out letter” for claimants fo execute if they did not
desire the proposed reptesentation,
96,  Recent events ~ specifically, Class Counsel’s agreement to relinquish class
members’ opt out vights in retmn for a premium payment by E&Y ~ create a further
reason for denying the Ontario Plaintiffs’ requested Ropresentation Order: Class Counsel
have a conflict of interest, As stated by Erfc Adelson of Objector Invesco: -

We became aeﬂnitively dissatisfied on December 3, 2012, when it was

vevealed that Class Counsel, without authority, had putported to

bargain away absent Clags members® opt out rights. This was a clear

conflict as Class Counsel will be seeking as fees a percentage of the
amount received for bargaining away those vights. ...

And as stated by Daniel Simard of Objector Béitivente;

' Adelson Aff, supranote 8 at pavas 25-29, Responding Motion Reeord of the Obleetors, Tab 2, pp.
16=17; Affidavit of Brie, J, Adelson, swom December 6, 2012 at para, 6, Exhibit #C" to Adelson Aff,
Resyonding Motion Reeord of the Objectors, Tab 2C, py, 104

W Canada Post Corp.v. Lepite, 2009 SCC 16 at para, 42,

5 Answers to Wrilton Examination of Brlo J. Adelson at para. 29,
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q12 In my view, the Ontatio Plaintiffs and Class Counsel have
violated their duties to class members by acceding to a settlement with
E&Y in which class members’ opt out rights will be negated and/or
rendered illusory, !’
97.  Under these circumstances, it would be highly 'improper to inpose representation
by Class Counsel on class members who object, wish to opt out, and believe Class
Counsel do not représent their interests and are indeed in conflict with them.

98.  Tor the same reasons and at the very least, if the Coutt does appoint the Ontatio

Plaintiffs as representatives of Security Claimants, the Objectors and all other objectors

and opt outs should be relieved of the binding effect of the Representation Order and o

Settlement Approval Order, This is specifically contemplated by Rule 10.03, which

sfatoes:

10,03 Where a person or an estate is bound by reason of a
representation order , . . a judge may order in the same or a subsequent
proceeding that the person ot estate not be bound where the judge s

satisfied that,

(a) the order or approval was obtained by fraud or non-disclosure
of material facts;

(b) the interests of the person or estate were different from those
represented al the heating; or

(¢) for some other sufficient reason the order or approval should
be set aside,'?

99,  The three criteria are met hete, (a) As described above, many material facts
concernlng the E&Y Settlement have been withheld from disclosure to the Objectors,

including insuwrance coverage, the content of E&Y's working papers and other documents

H6 gimard Affal para, 15, Respondiig Motion Record of the Obfeetors, Fal 3, ppn 135,
7 Rules of Civil Procedure, IR0, 1990, Reg, 194, rulo 10.03,
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concetning its knowledge.'® (b) There is a stark divergence of interest, and indeed a
conilict of inlerest, befween the interests of the Ontario Plaintiffs and the Objectors, as
described above. (c¢) In general, it woulkl be unacceptable to allow the Ontavio Plaintiffs
to obiain a representation order for the purpose of negating the Objectors® opt out rights
and cramming down a controversial settlement.
100, ‘The purpose of a Rule 10 Representation Order in the CCAA is to profect
vulnerable and unsophisticated stakeholders who may not be able to profect their
rights.'? Tt should not be used to prejudice the rights of unwilling partics who are
already represented. Relieving the Objectors from the binding effect of the Proposed
Settlenent Approval Order, offered by the Ontario Plaintiffs who do not represent the
Objectors® interests, would be consistent with the overall putpose of the CPA and Rule
10.
101, For similar reasons, the QObjectors move for appointment as representatives on
behalf of all Seewity Claimants who filed an objection to the E&Y Settlement, pursuant
to Rates 10,01(1)(c) and 10.01(1)(f). Many of those objectors evidently lack sepatate
legal representation, and by virtue of their objections it is apparent that theix interests
align with those of the Objeciors. Tt would be appropriate to aj:apoint the Objectors and
thelr counsel Kim Orr as vepresentatives for atf such objectors,

I, The Objectors Have Standing to Ass_t;i't Their Objections
102, E&Y apparently inten(is to argue, as set out at parégraph 51 of the Denn‘Afﬂdnv.it,
that the Objectors have waived their poéitions here or fack standing to assert them,

basicolly because they did not detect at an eaclier point in the CCAA proceedings that a

2 Adelson AT, stpra note 8 at paragraph 23, Responding Motlon Record of the QObjeetors, Tab 2, b,

5 ‘
%T"ccmwesr-zaap, supra note 110 at pava, by Nortel, supra nole 109 of para. 13,
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move was afoot to consummate a settlement between the Ontario Plaintiffs and E&Y ona
third patty release basis and without opt outs, E&Y’s argumént is not credible.

103, Wo doubt there is any authotity or case precedent for the proposition that absent
class mentbers cannot raise objections at a settlement fairness hearing — unless they have
opted out of the class action, which of course is the major problem here: the Objectors ave
being denied their effective opt out rights, In general, of course, class members who are
affected by a elass action settlement have standing to object at a fairness hearing,

104, M, Dean contends (as “advised by counsel to E&Y”) that the Objectors’ failure
to “paticipate” in the Third Party Stay Orcer, the Claims Procecure Order, the Mediation
Order, and the Data Room Oider — all entered in the period May through Ju[yl 2012 —
“may affect the ability of the Funds [Objectors] to maintain standing to oppose the Ernst
& Young settfement at this time.*'*" This is tantamount fo asserting that the Objectors, as
absent class membeys, should have been second-chairing the Ontario Plaintiffs and Class
Counsel as they participated in the CCAA proceedings, and if they did not, they would be
disabled from objecting to any settlement or atrangement put forward by the Ontavio
Plaintiffs later in the proceeding. Even the Ontario Plaintiffs do not make such a
suggestion ~ presumably because they are weil awnate, as experienced class counsel, that
the continued participation of thousands of absent class members and their counsel in
{itigation activitles after call:iage is awarded would be unwise and unworkable. As
discussed abo‘vc, class counsel are suppose&l to represent the interests of the elass, even

pre~certification, and class membeis are entitled to rely on class counsel’s fulfillment of

that duty.

120 gidd v. Canada Life Insurance, 2011 ONSC 6324 at para. 66 ‘(S.C.I.)
B1 Dean AFF, snpra note 21 at para, 51, Motion Record of Ernst & Young LLP, Tab 1, pp. 17-19,
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105. Tn any cvent, as a general matter, failure to challenge previous comt orders in
conﬁneycial matters docs not create an estoppel.”?  Similarly, waiver (in this case of
standing) can only be found where the party against whom waiver is asserted had (1) a
full knowledge of rights and (2) an unequivocal and conscious intention to abandon
them,"” E&Y would not be able to come close to satisfylng that standard. Certalnly,
none of i.he‘four cited orders explicitly said anythjng about standing, The Ontario
Plaintiffs lacked authority to bind anyone other then themselves to the E&Y Settlement,
as acknowledged by the parties themselves (including E&Y) at paragréph 14 of the

Minutes of Settlement;

914, The Patties shall use all reasonablo offorts to obtain
all eourt approvals and/or orders necessaty for the Implementation of
fhe Minutes of Seftlement, including an order in the CCAA

proceedings grantlng the Plaintiffs approprlate representative status_to
{fe

affect the terms herein;

[Emphasis added]

106, Moreover, as a matter of common sense, there was nothing in the events
ocecurting in tile CCAA proceeding in 2012 until December 3, 2012 - when the terms of
the E&Y Settlement were publicly described as including a “full” thivd Lparty release
designed to exclude opt out rights — that would have alerted class members that theit opt
out rights might be infiinged in this way.

107, Entry by the Ontario Plaintiffs into tolling agreements with defendants; the

Ontatio Plaintiffs’ submission of a class CCAA proof of claim against the applicant; the

22 1 ivent Inc., 2010 ONSC 2267 af paeas. 108 and 109, (S.C.J.)
13 Saskatchewan River Bungalosws Lid, v. Marltime Life Assurance Co., [1994) 2 S.C.R, 490 at paras. 19,

20 and 24

! Minutes of Settlemont, supra note at para, 45, Plainti(f’s Motion Reeord, Volume 1, Tab 24, p. 71,
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Ad Hoe Purchasers’ participation in the mediation'; and their access to Data Room
documents - none of those orders and events gave any mdication that a thivd parly release
of E&Y without opf out rights was contemnplated.

108, If thixd party releases of the type sought by E&Y here were granted in CCAA
proceedings as a matter of routine, perhaps class members could be expected to be on
guard against usurpation of opt out rights. Since the Merealfe case makes it clear that
such releases are fo be granted only in the most exceptional cases, and certainly not as a
malter of routine, the partles’ suggestion that the Objectors should have foreseen the

obiected-to aspects of the BE&Y Scttlement long before, and actively moved fo block

them, is simply not credible.

25 The July 25, 2012 Mediation Oxcler included the Ad Hoe Purchaser group formed by Siskinds and
Koskie Minsky as a patty, and referved to that group as “Plalntifs”, The medintion vevwred soon aller the
Pisyry sottloment was announeed, aud partienlorly referred to negotiations with other thivd peity defendanls
in that eontextt, Sinee the Piyry setilemeni was proceeding according to normal class action procedures,
including opt out rights, and without thivd pasty CCAA reledses, nothing I the medlation process could
reasonably have alerted onlookers that opt out rights conld be defeated, Mr, Dean cannot plausibly
mafitain that the order’s grant of “full authority to settle” to the partles, Inoludlng the Ad Hoe Purchasers,
gave nolice that class members’ opt out vighis could be defeated, and required other class members [o insert
themselves into the mediation process If they wanted to preserve opt out rights. Order of the Honourable

M. Justice Morawetz, dated July 25, 2012, Plaintiffs® Motion Record, Vol 3; Tab 244, pp, 763-770,
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Part IV - ORDER SOUGHT
109, The Objectors request that the Coutt dismiss the motion to approve the E&Y

Settlement and the request for a Representation Order.

110,  Inthe event that this Court grants a Representation Order to the Ontavio Plaintiffs,

the Objectors request an Order that the Objectors are not bound by any such

Representation Order,

111, Thoe Objeetors request an Order declacing that the Objeetors are representalives of

all Securities Claimants who objected to the E&Y Seltlement,

ALI, OF WHICH I§ RESPECTTULLY ‘SUBMITTED, THIS 30™ DAY OF
JANUARY, 2013

T Ao, | RN
7. R P.C—"

PM James C. Oty

o ot

Megan B, McPhee Michael C, Spencer

Lawyers for Invesco Canada Ltd,,
Northwest & Ethical Investments I..P.,
Comité Syndical National de Retraite
Bétirente Ine., Matrix Assel Management
Inc., Gestion Férique and Montruisco Bolion
Investments Inc.

Kim Onr Bariisters P.C.
. 19 Mercer Street, 4" Floor
Toronto, ON M5V 1H2

Tel: (416) 596-1414
Fax: (416) 598-0601
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Schedule B-Legislation

Cornpanles Credifors’ Arrangement Act, R.8,C. 1985, ¢, C-36, 5, 5,1(2)

5.1 (1) A compromise or atrangement made in respect of a debtor company may
include in its terms provision for the comprotnise of claims against directors of
the company that arose before the commencement of proceedings under this Act
and that relate to the obligations of the company where the directors are by law
Iiable in their capacity as directors for the payment of such obligations.

(2) A provision for the compromise of clains against ditectors may not include
¢claims that

(@) relate to conlraciual rights of one or more creditors; or

(b) are based on allepations of mistepresentations made by dircctors to
oreditors or of wrongful or oppressive conduct by directors

Securities Act, R.8.0, 1990, c. 8-5, 3, 78(2), 78(3), 122(1), 138.7(2)

78. (1) Every repotting issuer that is not a mutual fund and every mutval fund in
Ontario shall file annually within 140 days from the end of ifs last financial year
compatative financial stataments relating separately to,

(a) the pertod that commenced on the date of incorporation or organization
and ended as of the close of the first financial year ot, if the reporting
issuer or muiual fund has completed a financial year, the last financial
yeat, as the case may be; and

(b) the period covered by the financial year next preceding the last
financial year, if any,

made up and certified as required by the regulations and in accordance with
generally accepted accounting principles.

(2) Every financial statement referred fo in subsection (1) shall be accompanied
by a report of the auditor of the reporting issuer or mutual fund prepared in
accordance with the regulations

(3) The auditor of a reporting issuer oy mutval fund shall make such
examinations as will enable the auditor to make the repott required by subsection

(2).

122(1) Bvexy pexson or company that,

(a) makes a staterent in any material, evidence or information submitted to
the Conumission, a Director, any person acting under the authority of the
Cormmission or the Executive Director or any person appointed to make .
an investigation or examination under this Act that, in a material respect
and at the 1ime and in the light of the circumstances under which it is
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made, is misleading or untrue or does not staie a fact that is required to be
stated or that Is necessary to make the statement not misleading;

(b) makes a statement in any application, release, report, preliminary
prospectus, prospectus, refurn, financial statement, information civeular,
take-over bid circulat, issuer bid circular or ofher document required to be
filed or furnished under Ontario securities faw that, in a material respeet
and af the time and in the light of the cireumstances under which it.is
made, is inisleading or unirue or does not state a fact that is required to be
stated ov that is necessary to make the statement not misleading;

{c) coniravenes Ontario securities law,

{s gullty of an offence and on conviction is liable to a fine of not more than $5
million or to imprisonment for a term of not more than five years less a day, or to

both.

138.7 (1} Despite section 138.5, the damages payable by a person or company in
an action under section 138.3 is the Jesser of,

(a) the aggregate damages assessed against the person or company in the
action; and '

{b) the liabilily Hmit for the person or company less the aggregate of all
damages nssessed after appeals, if any, against the person or company in
ail other actions brought under seetion 138.3, and under comparable
legislation in other provinces or teriitories in Canada in respeet of that
misrepresentation or failure to make timely disclosure, and less any
amount paid in settlement of any such actions. 2002, c. 22, s. 185; 2004,
¢. 31, Sched. 34, 5. 16.

Same

{2) Subseetion (1) does not apply to a person or company, other than the
responsible issuer, if the plaintiff proves that the person or company authorized,
permitted or acquiesced in the making of the misrepresentation or the failure to
inake timely disclosure while knowing that it was a misrepresentation or a failure
to make timely disclosure, or influenced the making of the misrepreseniation ox
the failure to make timely disclosure while knowing that it was a
misrepresentation ot a failure to make Hmely disclosure, 2002, 0. 22, s. 185,

. Rules of Cvll Procedure, RR.O, 1990, Reg, 194, Rule 10

10.01_(1) In a proceeding concerning,
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(a) the interpretation of a deed, will, contract or other instrament, or the
terprefation of a statute, order in council, regulation or municipal by-law

or resolution;

(b) the determination of a question avising in the administration of an
estate or trust;

(c) the approval of a sale, purchase, settlement or other transaction;
(d) the approval of an arrangement under the Variation of Trusts Aet;
(e) the administration of the estate of a deceased person; or

(f) any other matter where it appears necessary or desirable to make an
order under this subrule,

a judge may by order appoint one or move persons to represent any person or ¢lass
of persons who are unboin or unascertained or who have a present, fulure,
contingent or unascertained interest in or may be affected by the proceeding and
who cannot be readily ascertalned, found or served. R.R.0. 1990, Reg. 194,

r, 10,01 (1),

{2) Where an appointment is made under subrule (1), an order in the proceeding
is binding on a person or ¢lass so represented, subject to rile 10,03, R.R.0, 1990,

Reg. 194, . 10.01 (2).

{3) Where in a proceeding referred to in subrule (1) a setilement is proposed and
some of the persons interested in the settlement ave not parties to the proceeding,

but,

(a) those persons are represented by a person appointed under subrule (1)
who assents to the settlement; or

(b) there are other persons having the same interest who are parties fo the
proceeding and assent to the settiement,

- the judge, if satisfied that the settlement will be for the benefit of the interested
persons who ave not parties and that to require service on them would cause undue
expense or delay, may approve the settlement on behalf of those persons. R.R.O.

1990, Reg, 194, 1, 10.01 (3).

(4) A settlement approved under subtule (3) binds the interested persons who are
not patties, subject to rule 10.03. R.R.O. 1990, Reg. 194, r. 10.01 ().

10,02 Where it appears to a judgé that the estate of a deceased person has an
inferest n a matter in question in the proceeding and there is no executor or
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administrator of the estate, the judge may order that the proceeding continue in
the absence of a person representing the estate of the deceased person or may by
order appoint a person to represent the estate for the purposes of the proceeding,
and an order in the proceeding binds the estate of the deceased person, subject to
rude 10,03, as if the executor or administrator of the estate of that person had been
a patty to the proceeding. R.R.O. 1990, Reg. 194, 1. 10.02.

10,03 Where a person or an estate is bound by reason of a representation order
made under subrule 10.01 (1) or rule 10,02, an approval under subrule 10.01 (3)
or an order that the proceeding continue made under rule 10,02, a judge may oxder
in the same or a subsequent proceeding that the person or gstate not be bound

where the judge is satisfied that,

(a) the order or approval was obtained by fraud or non-disclosure of
material facts;

(b) the intexests of the person or estate were different from those
represented af the heating; or

(¢) for some other sufficient yeason the order or approval should be set
aside, R.R.O. 1990, Reg, 194, 1, 10,03,

Class Proceedings Aet, 8.0.1996, C. 6,8, 9,

{9) Any member of a class involved in a elass proceeding may opt out of the
proceeding in the manner and within the time speoified in the cextification ovder,




Schedule “C” — Definitions of the word “Integral”

1. In the 6™ edition of Black’s Law Dietionary, the word integral is defined as

“Term in ordinary usage means part ot constituent component necessaty ot
essential to complete the whole, ©
’

2. In Words & Phrases Judicially Defined in Canadian Courts and Tribunals, the
definition of integral is dvawn from the Oxford Dictionary (see below) and Webster’s
New Collegiate Dictionary. Webster's Collegiate Dictionary defines integral as

including:

“essential to completeness; constituent; formed as a unit with another patt;
lacking nothing essential, *

3. The second edition of the Oxford English Dictionary defines integral as

1, Of or pertaining to a whole. Said of a part ot paris: Belonging to ot making up
an integral whole; constituent, component; spec, necessary to the
completeness or integrity of the whole; forming an intyinsic pottion or
clement, as distinguished from an adjunet or appendage.

2, Made up of component parts which together constitute a unity; in Logic, said
of n whole consistitig of ar divisible into patts external to each other, and
therefore actuaily (not merely mentally) separable.

3, Having no partt or element separated, taken away, or lacking; unbroken,

whole, ¢ntite, complete,
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Coutt of Appeal File No,: M42399
S.C.J, Court File No.: CV-12-9667-00CL

COURT OF APPEAL I'OR ONTARIO

IN THE MATTER OF THE COMPANIES® CREDITORS ARRANGEMENT ACT, R.S,C,
1985, ¢, C-36, AS AMENDED, AND IN THE MATTER OF A PLAN OF COMPROMISE
OR ARRANGEMENT OF SINO-FOREST CORPORATION

Coutt of Appeal File No.; M42399
S.CJ. Court File No.: CV-11-431153-00CP

COURT OF APPEAL FOR ONTARIO
BETWEEN:

THE TRUSTEES OF THE LABOURERS® PENSION FUND OF CENTRAL AND
EASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF
OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR QPERATING
ENGINEERS IN ONTARIOQ, SJTUNDE AP-FONDEN, DAVID GRANT and ROBERT
WONG
Plainiiffs

- and -

SINO-IFOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
known as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W, JUDSON MARTIN,
KKAILKIT POON, DAYID J. HORSLIEY, WILLIAM E. ARDELL, JAMES P, BOWLAND,
JAMES M.E, HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J.
WEST, POYRY (BELJING) CONSULTING COMPANY LIMITED, CREDIT SUISSE

- SECURITIES (CANADA), INC,, TD SECURITIES INC,, DUNDEL SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC,, CIBC
WORLD MARKETS INC,, MERRILL LYNCH CANADA INC,, CANACCORD
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC.,, CREDIT SUISSE
SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE, FENNER & SMITH

INCORPORATED (successor by mergor to Bane of Ameriea Securities LLC)
Defendanis

Proceeding under the Class Proceedings Act, 1992

FACTUM OF THE APPELLANTS,

INVESCO CANADA LD,

NORTHWEST & ETHICAL INVESTMENTS L.P.,
COMITE, SYNDICAL NATTONAL DE RETRAITE BATIRENTE INC.,
MATRIX ASSET MANAGEMENT INC., GESTION FERIQUE, AND
MONTRUSCO BOLTON INVESTMENTS INC,
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(Motion for Leave fo Appea-l from B&Y Settlement Approval Order
and Representation Dismissal Order)

May 10,2013 KIvl ORR BARRISTERS P.C.
19 Mercer Street, 4" Floor
Toronto, Ontario
M5V 1H2

Michael C, Spencer (LSUC #596378)
Won J, Kim (LSUC #32918H)
Megan B. McPhee (LSUC #48351G)

Tel: (416) 596-1414
Fax: (416) 598-0601

Lawyers for the Moving Parties (Appellants), Invesco
Canada Ttd., Northwest & Ethical Investments T..P,,
Comité Syndical National de Retraite Bétivente Inc.,
Mairix Asset Management Inc,, Gestion Férique and
Montrusco Bolton Investments Inc,

TO: THE SERVICE LIST




PART I - APPELLANTS AND ORDER APPEALED FROM
1,  The Appellants, Invesco Canada Lid., Northwest & Ethical Invesiments L.P., Comié
Syndical National de Relraite Bétirente Ine,, Matuix Asset Management Inc., Gestion Férique, and
Montrusco Bolton Investment Inc. ate instilutional investors moving for leave fo appeal two orders
entered in the two proceedings titled above: the “E&Y Seitlement Ordes,” dated March 20, 2013,
approving the settlement of claims asserted against Emnst & Young LLP (“E&Y™), snd the
“Representation Dismissal Order,” also dated March 20, 2013, dismissing the Appelfants® motion
for appointiment as representatives of investors who object to the E&Y Seftlement and for relief
from the effect of the representation ovder sought by the Ontario Plaintiffs and Class Couﬁsel.
2. The first three Appellants have previously moved for leave to appeal the order of the cot in
the Companies’ Credltors Aa‘i‘(fﬂge»{enf Aet, R.S.C, 1985, ¢. C-36 ("CCAA") proceeding titled
above, dated December 10, 2012 (the “Sanction Order™), sanctioning the Plan of Compromise and
Reorganization (“Plan™) of Sino-Forest Corporation (“Sino-Forest” or the “applicant”),
3. The two r.notlons for leave have been consolidated for consideration by this Cowrt.
Accordingly, the Appellants in the present motion respectfully refer the Cowt to the Factum (dated
January 29, 20135-and Reply Factam (dated March 1, 2013), along with the accompanying motion
record and books of authorities of the Appellants, previously submitted with respect to the
proposed appeal of the Sanction Ouder, and will in the present factum address facts and legal issucs
that have emerged since then, .
4,  As desaibed below, Justice Morawetz’s entry of the E&Y Seitlement Order and
Representation Dismissal Order confivm the importance of appellate review in this litigation.
5,  Sino-Forest’s complete corporate disintegration, resulting as It dict from an apparent fraud, is
by far the largest and most public investiment debacle in Canada in the past decade and is one of the
first major tests of fiow the secondary matket misrepresentation provisions of Part XXIIL1 of the

Securities Acf will operate in practice -~ particularly in class actions. It continues to be a widely

publicized and visible dispute on that ground alone.
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6. Sino-Forest’s subsequent enfry into CCAA restructming proceedings, and the interaction

between those proceedings and the securities class action, raise setious issues of considerable
public inferest, There j% fittle to ﬁo gnidance abowt the infersection of the Class Proceedings Aet,
1992 (“CPA”Y and CCAA,

7. The ¢oordination between the class action court and the CCAA court fo lift the CCA4 stay of
the class action so the sclilement of class claims against the expert defendmt Pdyry (Beijing)
Consuylting Company Limited (“P8yry”) could be effectuated using normal class action procedures
was a reassui"ing Indication that the system was working well,

8. Ttisthe view of the Appellanis thal E&Y, the Ontavio Plaintiffs, and the other paties to the
proceedings below have engaged in unnecessary and unjustified overreaching in diverting the
proposed E&Y class action settiement‘away from ifs normal home in the class action court, The
patties moved to approve the E&Y seftlement within a CCdd environment that the patties
specifically engineered to deprive class members of their fundamental class action right to exereise
opt outs - despite the fact that E&Y is solvent and is hot a CCAA restructuning applicant, This is
atso notwithstanding the faet that the E&Y seltlement and release were not infegral to the Sino-
Forest testructuting, and despite the specific wording in section 6(8) of the CCdd that prohibits
precisely these types of compromises from being effectuated and administered within a CCAA
Plan,

9, The issues raised by the Superior Court’s decision to approve the E&Y Seﬁiément despite
the offending no-opt-out provision amply satisfy the four criteria used by this Court in evaluating

whether leave fo appeal should be granted, as discussed below,

! Class Proceedings Act, 1992, S.0. 1992, ¢. 6 [“CPAY],
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PART II - FACTUAL OVERVIEW

10, As sef forth in the Appellants’® Factum in support of leave fo appesl the Sanction Order, the
parties and the Court in the CCAA proceeding seglnet;tecl the proposed implementation of third-
patty defendant seltlements info several installments: fitst, the “famework” was established under
Article 11 of the Plan in the Sanction Order’; second, eligible third parly defendants in the class
action could apply to be listed as designated as “Named Third Party Defendants” to use the
framework established by Atticle 11.2 of the Plan® ; third, seftlements could be submitted to the
CCAA Court for approval, as was being done with the E&Y Settlement; fourth, if settlements were
approved, they could be implemented, and eventually the allocation of any proceeds would also be
subject to coust approval,

11 After the Sanction Order was issued, the patties and the court below proceeded with steps to
effectuate the E&Y Settlement. An approval hearing was scheduled for eatly Janvary 2013, On
December 13, 2012, the parties obtained an assignment of the Sino-Forest class action fo Justice
Morawetz (who was already handling the CCAA proceeding) for purposes of the E&Y Seftlement,”

The approval hearing was eventually rescheduled to be heard on February 4, 2013,

? Sanction Ordor of tho Hon, M. Justice Morawstz, dated Decemnber 10, 2812, Motion Record of the Appellants

(Motion for Leave fo Appenl firom the Saneflon Qvrder), Tab 4,
FNamed Third Party Dofendants Hsted are flirteen underwriters (*Underwriters™), Bmst & Young LLP (“E&Y") and
BDO Limited (“BDO™) and their affiliates or related partles, as well as Allen Chan, Kal Kit Poon and David Horstey,
See Schedule A to Plan of Compromise and Reorgenization, December 3, 2012, Moton Record of the Appeliants
(Motion for Teave to Apuenl front the Sauction Order), Tab 4A, pp, 440-536; Letter front Ms, Jounifer Stam to
the Service List, dnted January 11, 2013, Exhibit “R" to {he affidavit of Yonatan Rozonszaji, sworit January 28,
2013,Motlon Record of the Apuollents {Motlon for Legve to Anpeal from the Sancilon Ovder), Tab 3R, pp. 394~
397; Letter from My, James O to Ms, Jennifor Stam, dated Janvary 11, 2013, Bxhibit “$” to the affidavit of Yonate
Rozenszajn, sworn January 28, 2013 Motlon Record of the Appelianis (Motion for Leave to Appeal from $ho
Snuctlon Qvder), Tnb 38, pp.398-400; Letier fron: Ms, Jennifer Stam to Mr. James Our, doted January 12, 2013,
Exhibit “T* to the affidavit of Yountan Rozenszajn, sworn Janary 28, 2043, Motlon Record of the Appeliants
otion for Leave to Appeal from {he Sanetlon Order}, Tab 3T, pp. 401402

Direction of the Hon. Mr, Justice Then and Justice Morawstz re: Settlement Approvai, dated December 13, 2012,

Motlon Record of the Appellants (Votlon for Leave io Appeal from E&Y Seitloment Approyal Order and

Represeniation Dismissal Order), Tab 19, -
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12, On December 31, 2012, Class Counsel publicized in a memorandum to institutional
investors that they believed that E&Y was paying a “substantial premivm” in the settlement, in
return for the provision extinguishing class members’ statutory opt out rights.®

13, The Appellants (as Objectors below) submitted timely objections to the E&Y Settlement to
the Monitor, The objections were: that it was improper for the parties to frade away Vopt out rights,
or render opt ouf rights illusory by granting the seiftling defendant a full and final release in
exchange for a substantial premium payment; that it would be improper to approve a selease to
B&Y; that it would be improperrto bind opt-outs to the seitlement; that it would be improper to
appoint the Ontavlo Plaintiffs as representatives of invéstors who objected to the seftlement; and
that it would be improper to approve the setilement in installments in the absence of any plan for

distribution or allocation of the proceeds.

14,  The Monito-r received 93 objections (including from the Appellants); 84 were counted as
valid and timely.®

15,  Sino-Forest’s Plan was implemented on January 30, 20137 According to the Plan, as
approved in the Sanction Order, on that date the assets of Sino-Forest were deemed conveyed to
Newco entities established by the Plan; Affected Creditors received their allotted shares and notes
in Newco; reserves wer(;, established; and creditors’ claims were compromised.

16, The Plan implementation was divorced from the E&Y Seitlement -- the settiement approval

hearing was still in the future.

* Memorandwn of Siskinds LLP, Exhibit “X* to the Affidavit of of Yonatan Rozenszajn, sworn January 28, 2013
{(“Siskinds Memo™), Motion Record of {he Appellants (Motlon for Leave to Apueal from the Sanction Order),

Tab 3X,,
Fourteonth Report of the Monitor, dated January 22, 2013 (“Fourteenth Repor”), Responding ¥Motlon Recovd of

Ernst & Young LLP (Motion for Leave to Appeal from Sanetion Ovder), Tab 21,
TMonitor’s Certificate of Implementation, Motlon Record of the Appelianis (Motion for Leave o Appent from

E&Y Settlement Approyal Order and Representation Dismissal Ovder), Tah 22,
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17.  The approval hearing proceeded on February 4, 2013, All parties }n the CCAA proceeding
suppotted the settlement. The Appellants opposed. The Appellanis held just under 4 million Sino-
Forest shares when the fraud was revealed on June 2, 20112 The Ontario Plaintiffs -- still
appearing as an “Ad Hoc Committee” because a class had not yef been cextified in the case -- held
just over 1 million Sino-Forest shares on that dale.” As share purchasess, both the Appeilants and
the Ontatlo Plaintiffs were equity claimants as against Sino-Forest, so none of them were permitted
to vote on Sino-Forest’s reovganization Plan as éreditors.
18, Justice Morawetz issued his E&Y Settlement Approval Order and Representation Dismissal
Order on March 20, 2013,'° In his Endorsement, he approved the setilement aud release, stating 28
follows:
a) two Sino-Forest shareholders controlling more than 25% of the shares on June 30,
2011 “suppout the Brnst & Young Setttement*!’;
b) the CCda court has jurisdiction to approve class action settlements;'”
¢) third-parly releases “are not an uncomimon feature of complex restructurings nnder
the CCAA” and are justified “where the release forms part of a compichensive
compromise,” cliing ATB Flnanclal v. Meicalfe and Mansfield Alternative

Investments II Corp,, 2008 ONCA 587 (“Metcalfe”);

8 Affidavit of Brle J. Adelson, swom Jamuary 18, 2013; Affidavit of Daniel Simard, swom January 18, 2013; Affidavit
of Tanya Jemec, swort Januavy 18, 2013, Motion Record of the Appellants (ilotlon for Leaye to Appoal from
E&Y Settlement Approval Order and Rem'esentnfmn Disindssal Order), Tabs 11, 12, & 13,
Affidavit of Charles Wright sworn January 10, 2013 at para. 73, Motlon Record of the Appeliants ;Mgt:gn for

Leave to Appeal from E&Y Setttement Approval Ovder and Representation Dismissal Orderd, Tab-§,
® Order of the Fon, M, Justice Morawelz re; Settloment Approval, dated March 20, 2013 (“Seitlement Approval
Order™); Order of the THon, Mr. Justice Morawetz rer Representation Dismlissal, dated March 20, 2013
(" Representation Disnrissal Order), Motton Recerd of {he Appeliants Motion for Leave to Appeal from E&Y
Settlement Approyal Ovder and Representation Dismissal Order), Tabs 2 &3,

Nenhen cnlity has over appeared In the proveedings and no evidence Js clted for this assertion,

2 Reasons of the Hon, Mr, Justlce Morawetz re: Setileient Approval and Representation Dismissal (“Settlement
Approval Endorsoment™), dated March 20, 2013, Motfon Recovd of the Appellanis (Votion for Leave to Appeal

from E&Y Sctitement Apvroval Order and Representatlon Disutlssat Ovder), Tab 4.
3 Ibld., at para, 46, }
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d) the B&Y Release can be justified as part of the E&Y Settlement because it provides
$117 million, the “only monetary contiibution that can be directly identified, at this
time,” 1o Sino-Forest's credifors; “in order to effect any dishibution, the Einst &
Young Release has fo be approved as pait of the Ernst & Young Séttlement™; M

¢) the claims to be released agalnst B&Y are “rationally related to the purpose of the
Plan and necessary for it,” and are “intertwihed” with the claims of E&Y against
Sino-Forest; 13

) although Sino-Forest’s restimoturing “can, on its face, succeed, as evidenced by ifs
implementation, the reality is that without the approval of the Emst & Young

Settlerent, the objectives of the Plan remain unfulfilled due to the practical inability

to distribute the settlement proceeds®; *®

g) B&Y is “contributing in a tangible way‘fo the Plan, by its significant contribution of
$117 million* and the Plan “benefits the claimants” and the “voting creditors who

approved the Plan did so with the knowledge of the nature and effect of the

releases”™;

h) the releases were “fir and reasonable and not ovetly broad or offensive to public

policy™; 13
i) the settlement is “fair and reasonable, provides substantial benefits to relevant
stakeholders, and is consistent with the purpose and spitit of the CCAA™; 2

i) “there is a connection between the release of claims against Ernst & Young and a

distribution to creditors, The plaintiffs in the litigation arc sharcholders and

Y 1bid,, at para, 60.
¥ Ibid,, at para, 61,
6 bid., at para.62,
7 bid., at para.63 &6,
- B 7bid, of para.65.
¥ Ibid., at para.66.



k)

D)

m)

Notcholders of SFC. These plaintiffs have claims fo assert against SFC that are

being directly satisﬁed, in part, with the payment of $117 million by Emst &

Young™; 2

the release of claims by E&Y allowed Sino-Forest and its subsidiaties “to confribute
their assels to the restrucuting, uhencumbered by elalms totaling biltions of
dollars”; 2

E&Y’s indemnity claims would need to be finally determined “before the CCAA
claims could be quantified,” which would entail significant delay; 2

the Objestors’ arguments wero Iegjected; the relevant consideration Is whether the
seltlement and release “sufficiently benefits all st.akeholders to justify court
approval,” and in this case the $117 million is “the only real monetary consideration

avatlable fo all stakeholders”;

the Objectors are wrong that ﬂw se_ttlement should be approved Isoleiy under the
CPA, because Sino-Forest is insolvent and under CCAA protection, so stakeholder
claims are to be considered in the context of a CCAA regime; ™ and

“Although the right to opt-out of a class action is a fundamental clement of
procedural fairness in the Ontario class action regime, this argument canuot be taken
in isolation, It mwust be considered in the context of the CCAA.” The Objectors

are, tn fact, part of the group that will “share in the spoils” fiom the E&Y

Settlement,

™ Ibid., at para.67,
2L Ibid,, at para.63,
*2 Ibid., ot parn.70.
3 Ibid,, at para71.
 Ibid, at pata, 72.
2 Ibid., al para75,
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19, Justice Morawetz also dismissed the Appellants’ motion for an order allowing them to
represent objecting claimants and for relief from Ontario Plaintiffs’ representation order *®
Without providing specific reasons, Justice Morawetz approved the Ontavlo Plaintiffs’ request to

be appointed as representatives of all Securities Claimants,

20, Followlng the release of reasons, the parties exchanged correspondence and attended before
Justice Morawetz to settle the form of the Seitlement Approval Order2’ The Appeliants raised the
concemn that the proposed ordey, in conjunction of with the reasoning for approving the E&Y
settlement ag a distribution under the Plan, would violate section 6(8) of the CCdd., Justice

Morawetz dismissed the Appellants concerns and signed a slighily modified version of the

Settlement Approval Order,”

21.  In the Sino-Forest class proceeding, Justice Perell has scheduled a hearng on class

certlfication and ancillary motions for the weck of February 24-28, 2014,

PART TII - QUESTIONS ON APPEAL

22, The Appellants propose the following questions to be answered if leave to appeal is

granted:

1) Did Justice Morawetz exr in entering the Settlement Approval Order under the CCA4 in

connection with Sino-Forest’s Plan, particularly in that:

 Represontation Dismissal Order, Motion Reeord of the Appellanis (Motlon for T.eave to Appeal from B&Y
Sefflement Approval Ovder and Represeniation Dismissal Order), Tab 3,

T Letter from M, Michael Spencer to the Hon, My, Justice Morawetz re; appolitinent to seitle form of order, March
26, 2013; Letter from Ve, Mox Starniuo to the Hon. M. Justice Morawetz re: appoinintent to seitte form of order,
dated Marel 27, 2013; Letier froa Mr. Peter Griffin t¢ the Hon., Mr, Justiee Morawetz re: appointment to seitte form of
oxder, dated March 27, 2013, Motlon Recoxd of the Appellanis (Wiotlon for Tenave fo Appeal from E&Y
Setilentont Approval Order and Representntion Dismissal Qvder), Tabs 14-16,

B Direction of the How, Mr, Justice Morawelz lo My, Michael Spencer and Mr. Mox Stamiino re; appoiniment to seitle
form of ordey, dated March 28, 2013, Motion Record of the Appellnnés (voiiou for Leave fo Appeal from B&Y

Settlement Approvat Ovder and Represenintion Disndssnl Order Tab 17
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a) as a matter of law and fact, the &Y Settlement and the E&Y Release were not and
are not reasonably connected and necessaty to the restructuting of the applicant, and
do not meet the requirements for third-parly non-debtor releases set. forth in
Metcalfe; |

b) the CCAA does not provide jurisdiction for the cowt supervising a CCAA
restrucluting plan to release claims asserted against a person other than the
applicantl, its subsidiaries, or iis directors or officers, by equily-leve! claimants
against the appllcant who are not entitled to vote on the plan;

¢) the Ontatio Plaintiffs did not appropriately and adequately represent the members of
the class whose claims against E&Y are proposed to be settled and released;

d) the CP4 providf:s an adequate and appropriaie alfernative framewotk for the
proposed settlement of the class aclion claims asserted against E&Y;

e) the ferns of the E&Y Settlement, if irmplementcd as a distribution to creditors under
the Plan, violate section 6(8) of the CCAA and do not provide any assurance that
settlement consideration would flow to the pattics whose claims are proposed to be
softied and released;

f) the te‘rms of the E&Y Settlement were construed by the court not to provide opt out
viglhts to the members of the class whose claims against E&Y are proposed {o be
seitled and released; and

g) the court did not address whether the amount of consideration in the proﬁosed E&Y
settlement was fair, 1'e;tsonable, and adequate;

2) Justice Morawetz cired in entering the Representation Dismissal Order, particnlatly in that
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10

the Appellants would have appropriately and adequately represente'd the interests of the
members of the class who objected to the proposed E&Y Setileent, without ahy conflict

of interest, and the interesis of justlee would have been seyved thereby,

PART iV — ISSUES AND THE LAW

23, TIn the CCA4 context, leave to appeal is to be granted where 'ihefa are serloys and arguable
grounds that are of real and significant interest to the parties, A four-part inquity governs the
Coutt’s determination of whether leave ought to be granfed;

a) whetherthe point on the proposed appeal is of significance to the practice;

b) whether the point is of significance to the action;

¢) whether the proposed appeal is prima fucie meritorious or fiivolous; and

d) whether the appeal witl unduly finder the progress of the action. »
24, Tor the reasons stated below, and also for the reasons set forth in the Factum of the
Appellants on the consolidated motion for leave 1o appeal the Sanction Oxder, the proposed appeal

satisfies the test for leave.
1) Whother 1f was proper for the lowor court to grant E&Y a non-debtor third-
party release under fhe CCAA is n questlon of significance to the practice and to this
action, and fhe Appellangs’ pasition is mevitorious .

25,  As stated in the Factum of the Appellants on the motion for feave to appeal the Sanction

Order, the Sino-Forest debacle presents our litigation system with a large and dismal financial

failure to sort out, yet the contowrs of the situation are quite routine, Secwities {ssued by a TSX

company plummet after serious allegations of improprieties are publicized; & class action follows,

B Tymminco Limited (Re), 2012 ONCA 552, at para. 2, Book of Authorlties (Motion for Leave to Appeal from the
Sanction Ovder), Tab 27.
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naming as defendants parties who may be tiable to injured investos, including the issuer, directors
and officers, expeils, and auditors; the company itself {iles for protection under the CCAA The
“sround rules” for adjudicating the investors’ claims against the class action defendants are
certainly significant to complex litigation practitioners and fo the parties to the action. This pattern
may be repeated in almost identical fashion in major cases of alleged secwmities fraud that devolve
to CCAA proceedings, Given the magnitude of the faillure and the attention paid to it in the media,
the broader public interest is implcated as well in setting down the appropriate ground wules,

26, ‘The parties here have aleady. identified the main authority governing tresolution of the
propriety of non-debtor third-party releases in this situation: Meicalfe™, and the other cases belore
and after it appl.ying the relevant principles,

27.  The Appellants® position Is meritorious, As is now evident, the Plan was'implemented
before the L&Y Settlement and the E&Y Release were approved, Under these citcumstances, 1o
one ¢an ctedibly say that the settlement and release were essential o the Plan. Indeed, Justice
Morawetz held that the Plan has already on ifs face succeeded in restructuring Sino-Forest, without
B&Y getting a rclease.® It is not a plausible reading of Mercalfe to conclude that the lask-minute
and confrived connection between the E&Y Settlement and the Plan satisfies ihe stringent and
exceptional requitements for imposing non-debtor third-party releases on non-consenting claimants
in C'CA4 proceedings, under beefcﬁLfe,

28, None of the explanations by E&Y, the Ontavio Plaintiffs, or Sino-Forest about the supposed
importance of the setflement and release to the Plan are convineing, E&Y did not have the ability

1o veto the Plan in the credifors® vote; in fact all the thivd-parly defendants together did not have

 Re Metealfe & Mansfield Alternative Investments I Corp. 92 O.R.(3d) 513 (C.A.) [“Mereaife"), Bogk of
Authorities (Motion for Lenve to Appeal firom the Sanetion Orderd, Tab 1

Settlernent Approval Reasons, Mation Record of the Apyellants (Motion for Leave to Appeat from E&Y

Settlement Approval Order and Representntion Dismissal Order), Tab 4, at para. 62,
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that abﬂity.:;2 Although E&Y had idemnification claims against Sino-Forest, most of them were
equity ciajms because they were based on E&Y’s possible Hability to share porchaser investors i
the class a(;tiorl, and thus those claims were released in the Plan; E&Y had no leverage because of
them. IfE&Y had sought leave to appeal the classification of its indemnification claims as equity
claims to the Supreme Court of Canada, its claims v;'ou!d have been valued and reserved against,
but the restructwring would not have been held np. Similacly, E&Y*s “noteholder™ class aétion
indernnification claims, if not released, would have been valued and rescrved against -- this would
not have held up the restructuring,

29.  The salient feature of the Plan -« the conveyance of the assets of Sino-Forest and its
subsidiaries™ to the Newco entities and distribution of Newco securilies to creditors -- could and
would have proceeded 1'egardleés of positions taken by E&Y or any other class action defendants,
30,  But for the overreaching by E&Y and the Ontario Plaintiffs, the proposed settlement of class
action claims against E&Y could and should have proceeded according to normal proceduscs under
the CPA before Justice Perell, following the precedent set by the Pdyry settlement.

31. The admission by Class Counsel that the $117 million settlement amount included a
“substantial premium” that E&Y was willing to pay for the no-opt-out feature of the settlement™
compounds the overall unfaimess of the process - opt-outs’ tlghts were telinquished, not as a

matter of tight or principle, but instead as a bargaining point in {he seftlement negotiations.

2 Supplemental Report to the Thirteenth Report of the Monitor, Motion Record (votion for Leave to Apneal froi
E& Y Settlement Approval Ovder and Representation Dismigsal Order), Tab 18, Since B&Y's (and other thiid
party defondants’®) Indemnity ofaiins related to shave purchaser clalms were deemed cquity claims by the Comt of
Appenl (see Sino-Forest Corporation (Re), 2012 ONSC 4377 (Sup. Ct.), aff'd 2012 ONCA 0816 (C.A.), it was only
left with noteholder ¢lass action indemuity elaims which were capped at $150 million and defence cost olaims which
amount In tofal to a small faction of the total voting rights,

3 The fact that E&Y asserted indemnification ¢laims ngainst Shio-Forest subsidinvies, as well as the company {iself, is
Irrelevant I view of Justice Morawetz’s decision, correctly appiying the Mdefcaife principles, that the relense of claims
asserted agalnst the subsidiatles was essential to the success of the Plan, See Sino-Forest (Rej, 2012 ONSC 7030 at

ara, 74,
Memorandum of Siskinds LLP dated December 31, 2012, Motlon Recard of the Appetlants (Motfon for Leave to

Appeal from the Sanction Order), Tab 3X,
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32.  In 1250264 Ontarlo Inc. v. Pet Valu Canada Inc., this Court recently reconfirmed

fundamental importance of opt out rights in class litigation. Quoting a prior decision, the Court

observed:

The primaty protection for the absent class members in the class
proceeding process is the right to opt out of the class action, I is
qriomatic that no class member need parficipate In «a class action
against his or her will,*® -

[Emphasis added]

33, In this case, the apparent and intended effect of providing E&Y with an omnibus CCAA4
release was to deprive potential opt-outs like the Appellanis from effectively exercising that right.

Tustice Morawetz etred in approving the B&Y seitlement and release in these circumstances.

2) Approval of the E&Y settlement ns a distrihution to ereditors under the Plan
would violate scetion 6(8) of the CCAA and wmay lead o confiscation of share
purchasers’ ltigation rights
34, The Settlement Approval Order provides that the E&Y seftlement funds ate to be paid into a
“Settlement Trust” for distribution to “Securities Claimants,” according to an allocation process to

be determined later,”” “Securities Claimants® is defined for the pupose of the E&Y settlement as a

temporally unbounded class of all persons who acquired Sino-Foiest securdties, as defined by the

3 1250264 Ontarto Jie. v. Pet Valu Canada hie,, 2013 ONCA 279 [*Per Value"), Book of Authorities (Wotion foy
Leave to Appeal from E&Y Setttement Approyal Ovder and Represeniation Dismissal Ovdey), Tab 1,

¥ Ibid, at para, 41 (quoting 176560 Ontarlo Lid, v. Great Ailantle & Paclfic Co. of Canade Ltd. (2002), 62 O.R, (3}
535 (S.C.1.), afi*d (2004), 70 OR. (3d) 182 (Div. CL), leave fo appeal refused (May 11, 2004), Court File No, M31109
(Ont. C.A.) paras, 75-76), Boole of Anthoritles (Moilon for Leave to Appeal Irom E&Y Settlontonf Approvat
Quder and Represendation Dlsmissal Qvder), Tab i,

T Settlement Approval Order, Motion Recovd of the Appellunts (Motion for Leave to Appeal from E&Y

Seftlement Approval Order and Representation Dismissal Oxder), Tab 2, af para, 10,
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Sece{f'iz;ies Aet, RS0, 1990, ¢, S, 5, which includes debt instruments such as notes or equily
secunities such as publicly traded shares,”®

35.  The class action claims being settled as against E&Y were asserted on behalf of a class
defined as all person and enlitles who acquired Sino-Forest securities from March 19, 2007 to and
including June 2, 2011, although it was expanded in the Court Apbroved Notice to include
acquisition of securities as early as Mavch 31, 2006 The securities may be shares or notes.
However, the class of share purchaseis and nofe purchasers is not coextensive with “shareholders”
and “noteholders” (j.e., persons who cutrently held shares or notes at the implementation date of
the Plan -- not during the class period).

36, A proper class action settlement disitibutes monetary proceeds to class members on whose
behalf the claims in the litigation were asserted. Those are the persons entitled fo the
consideration. Class Counsel stated fhat those persons would receive distributions of the $117
million,

37,  As described in the Facts section above, Justice Motaswvetz viewed the $117 illion as a
contribution to Sino-Forest’s reorganization Plan, nof to members of the proposed class in the class
action.”! e defined the intended reciplents of the $117 million as “creditors” and “relevant
stakeholders® -- not as class members.? He further stated: “ﬂ-1e1'e is a connection between the
tclease of claims against Brnst & Young and a disteibution fo creditors, The plaintiffs in the
litigation are sharcholders and Noteholders of SFC. These plaintiffs have claims fo assert against

SFC that ave being directly satlsfied, in paf, with the payment of $117 milllon by Einst &

3 Geltloment Approval Order, Motion Record of the Apnellants (Motion for Leave to Appeal from E&Y
Setilement Approyal Ordey and Representafion Dismissal Ovdor), Tab 2, at Appendix "A
3 Notlee of Proposed Seltlement with Erast & Young LLY in English, Motion Record of {he Anpellanis (Mation for
4Iaen\vo to Apneal from E&Y Seitlomont Approval Order and Representntion Dismissal Ovder), Tab 21,

1bid. ‘
' Settlement Approval Reasons, Motlon Record of the Appeltants (Motlon for Leave to Appeal from E&Y

Settloment Approval Order aud Represontntion Dismissal Grder), Tab d, at para, 60,
Ibid at Para, 54, 60, 64, 66, 67 and 71.

132



15

Young.”* This articulation was incorrect, in that the plaintiffs (class members) in the class action
are hot sharéholders and Noteholders, they are share and note purchasers during the class pexiod;
also, the seltlement satisfies class members’ claims against E&Y, not against Sino-Forest. .

38.  These conceptual ertors by the motion judge are important ~ they are not just a techuicality,
Section 6(8) prohibits any plan distributions to equity claimants unless creditors have been paid in
full, In this case, the (hon-equity) “exeditors” are the holders of Sino-Forest notes as of the Plan
Implementation Date - a somewhat different group than note purchasers during the earlier class

perlod, and a coinpletely different group than share purchasers. Sino-Forest Noteholder creditors

who ate class members will not have their claims fully paid even if they were to receive the entire .

$117 million from the BE&Y Settlement -- thefr claim amount is fixed and capped by the Plan at
$150 million,

39, Thus, Justice Morawetz’s primary justification as to how the E&Y Settlement was infegial to
the Plan - that it provided monetary consideration to distrlbute to ereditors - is in eomplete
conflict with the principle that proceeds of a class action settlement must be distributed to class
members asserting claitus in the lifigation, These warring concepts cannot coexist, The correct
approach is that E&Y Seftlement funds ave not a confribution under the Plan for distrlbution to
credifors; they instead are consideration to be paid to class members in a property administered
CP4 settlement, in which opt-out rights must be honored.

40.  Resolution of this conflict is important for practitioners who may in the future handle class

actions in which a main defendant enters CCAA iusolvency proceedings, and also for untangling

these problems in the present litigation,

B 1bid at pava, 67
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3) The Court below failed to consider the adequacy of the set{lement amount and

to nsist on a frawd earve-out
4], The mot.ions Judge did not address the adequacy of the $117 million of setilement
consideration in his Endorsement, Neither E&Y nor the dntal‘io P[aintiffa-s provided any
justiﬂcaiioﬂ for deciding whether the amownt was adequate, other than to make clear that fheir
hegotiations !eading to that amount were adversarial and difficult, With the possibie exception of
the wnderwriter defendants, it is likely that the E&Y Secitlement consideration (if paid to class
members) may form the bulk of the recompense received by investors in this $6+ billion debacle.
It is improper for this case and for this practice area that adequacy of consideration did not receive
any judicial attention,
42.  Class Coungel and E&Y ]1a\;e declined to disclose the amount of inswrance coverage
available to E&Y in resolving the clalms at Issue. One would expect, in a case involving audit
failute as severe as alleged in this case, that coverage would be exhausted in any settiement, If that
is not the case, the reasonableness of the amount of the proposed settlement would be highly
dubious,
43, This Court in Mefcalfe was careful (o note that the third-party releases at issue there included
limited earve-outs so that certain fraud claims weie not roleased,™ The E&Y Release I
exceptionally bread and overrides the exclusions preventing velease of fiaud claims found

elsewhere in the Plan, This aspect of the settlement is not faiv and reasonable, and would set an

unfortunate precedent for fulure cases.

* Ibld, at pata. 109,
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4) Resolutlon of the Appellants® positions on who should represent the intevests of
objecting claimants in eontested CCAA proceedings is of significace to the practice
and to this nction, nnd the Appellonts’ position is meritorious.
44, The Sino-Forest class proceeding has not yet been olass eertified, and the Ontario Plaintiffs
did not pursue their motion carly in the CCAA proceedings for a representation order. Justice
Morawetz recognized the Ontario Plaintiffs, who designated themselves the Ad Hoe Committee of
Puvohasers of the Applicant’s Securities, ﬂ;s acting in the CC4d proceeding on behalf of the
proposed class members, including the Appellants, without enteiing a representation order under
Rule 10 of the Rudes of Civil Procediire,
45, The Ad Hoc Committee finally moved for a representation orvder as part of the E&Y
Settlement process and its motion was granted.™ The Appellanis opposed appointment of the Ad
Hoe Committee to represent those who objected to the settleme:.ﬂ, and moved to be appointed
instead.”® Justice Moraweiz granted the Ad Hoe Committee’s motion and dented the Appellants’
motion,
46.  The lower cowt’s appointiment of the Ad Hoe Committee to 1‘ep1’esent the Appeliants after
the ¢lear adversity of the two groups was apparent was conirary fo the letter and spirit of the rules
on representation orders.
‘ 47,  The geneval authority of a CCAA court to grant-ar Representation Order derives from Rule
10.01 of the Rudes of the Civil Procedure, which allows a court to appoint one or mnore persons fo
represent aty person or a class of persons who are unborn or unascertained or who have a present,

futute, contingent or unascertained iuterest in oy may be affected by the proceeding and who cannot

¥ Nolice of Motion re; E&Y Settlement Approval, Motlon Record of fhe Appellaits (Mottou for Leave (o Anngal
from E&Y Settlement Approvel Ovder and Represontailon Disniissal Order), Tab 6,

T Notice of Motlon aud Amended Notice of Motino re: Relelf from the Binding Eifect pf Settfement Approval Ordey
and Represeniation Order, ¥otlon Record of the Appeliants (Motlon for Leave to Appeal from E&Y Seftlement

Approval Order and Representation Dismissal Ovder);, Tab 10,
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be readily ascertained, found or served.¥  The facfors to be cobsidered in <eciding on a
representation order in CCAA proceeding.s include: vulnembﬂity and resources of the group;
benefit to the debtor; social benefit fo be derived from representation; facilitation of adiministration;
avoidance of multiplicity of legal refainers; balance of convenience; whether it is fair and just to
the parties; whether the 1‘epr§seniative counsel has alveady been appointed for those have similar
interests; and the position of other stakeholdérs and the Monitor.™® A representation order is not
approprlate when the class of persons is overly broad, already represented by counsel, there is no
issue with respect to ascertaining the members of the class, or conflicts of interests are present
between class members,” The Interest of judicial economy does not override persons’ rights to

have their representative or counsel of choice and fo putsue their own Htigation or setifement

strategy against a common defendant,

48, The Ontario Plaintiffs’ decision to accept a proposed seftlement with E&Y that included a
blanket release and gave away class membexs’ opt out rights set up the confliet from the outset of
this process. Furthermore, the Objectors ave represented by counsel, Applying the factors above, 1t
is clearly inappropriate to grant the Ontario Plaintiffs a representation order over parties who are

represented by counsel and with whom they have conflicts of interest. Again, it will be important

17 Rules of Civil Procednre, RR.C, 1990, Reg, 194, Rule 10.01; Nortel Nehworks Corp., Re., 200_5 CarswellOnt 3028,

53 CB.R. (5th) 196 at para, 10 (8.C.J.) (“Nortel), Book of Authorities (votion for Leave to Appeal from E&Y

7;b;ettlenuent Approyval Order and Reprvesentation Dismissal Order), Tab 6, .
Canwest Global Conimunications Corp., Re, 2009 CarswellOnt 9392(Sup, Ct.), Book of Anthorities Motion for

Leave {0 Appeal from E&Y Setilement Approval Ovder and Representation Disndssal Ordes), Tab d,; Nortel,

ibidy Re Campest Publishing Ine./Publications Canwest Ine., 2610 CarswellOnt 1344, 65 C.B.R. (5th) 152, Book of

Authorities (Motion for Lenve fo Appeal from R&Y Sefflement Avproval Order and Repyesertiatton DHsmissal

Order), Tah 5
? Bruce (Township) v. Thornburn, 1986 CarswellOnt 2124, 57 O.R, (2d) 77 at para, 24 (Div. Ct.), Boolt of
rthoritles (Matfon for Leave o Appeal fram E&Y Setilenment Approval Orvder and Representation Dismissal

Ovrder), Tab 3; Ravelston Corp. (Re), 2007 Carswel{Ont 7288, O.J, Mo, 4350 at para, 9 (8.C.1.), Book of Authorities
(Wiotion for Leave to Appeal from E&Y Seitlement Approyal Qvder and Repvesentation Dismissal Ovder), Tah
7

® dttard . Maple Leaf Foods Ine., 1998 CovswellOnt 1548, 20 C.P.C, (4th) 346 at para, 4 (Ont. Gen. Div.), Bogk of
Authoritles (otion for Lenve fo Appeal from L&Y Setilement Approval Order and Ropresentation Digmissal

Ovder), Tab 2,
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for futwre complex cases, and for this case, for proper guidelines for appointment of representatives

to be set forth by this Cowt,

5} This appeal, If leave Is granted, will not disrupt the implementation of the Plan

ox otherwise hinder the CCAA proceeding
49, Sino-Forest’s reorganization principally involved mavshalling the assets of the company and
its subsidiaries and transferring them into the Newco entities, which the qualifying creditoss
owned. The pacties contended that the assets needed to be dealt with promptly in order to avoid
deterioratton, The Plan proposed to the cieditors for vole ih late November 2012 evidently
accoinplished all those goals, independent of resolving claims against thivd-party defendants in the
class action, The distribution of inferests in the Newco entitics was the main consideration

provided to creditors under the Plan,

50. Nothing in this proposed appeal will distwb that process, which was implemented on
January 30, 2013,

51, Obviously, the parties knew and aceepted the fact that consideration of the E&Y Settlement
in the lower court would not occur until after the implementation date, and thus was not assured to
be approved as part of the Plan, Just as Justice Morawetz could (and should) have declined to

approve the E&Y Settlement as proposed, without disturbing the other aspects of the Plan, so too

can this Court,

52, The Appellants yespectfully submit that the E&Y Settlement should have been presented to
the lower court and considered under the normal procedures applicable under the CPA, including

preservation of the right of class members to opt out and prosecute their ¢laims individually, and
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without éntry of ho-opt-out releases in E&Y’s favor in the CCAd proceeding, If this Courl agrees,
then E&Y will have to decide whether to seitle in the face of the Appellants® opt outs. That is the
nonnal way a proposed class settlentent should have been structured from the outset, and this Count

would only be putting it on the track where it belonged in the fitst place,
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PART V - RELIEF SOUGHT
-53.  The Funds respectfully request that this Court grant leave to appeal the E&Y Setilement

Approval Order and Representation Dismissal Ordex .

ALL OF WHICH IS RESPECTFULLY SUBMITTED, THIS 10" DAY OF May, 2013

Michael C. Spencer,

51{3. Kim P.C

M%%J (
Megan B, McPhee

Lawyers for the Appellants, Invesco Canada
Ltd., Northwest & Ethical Investments L.P,,
Comité Syndical National de Relvaite
Batirente Inc., Matuix Asset Management Inc.,
Gestion Férique and Montrusco Bolton
Investmestts Ine,

Kim Osr Basisters P.C,

19 Meteer Street, 4™ Floor
Toronto, ON

M5V 152
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(4th) 346 (Ont, Gen, Div.)
3 Bruce (Township) v. Thornburn, 1986 CarswellOnt 2124, 57 O.R, (2d)
77 (Div. CL)
4. Canwest Global Commumications Corp,, Re, 2009 CarswellOnt 9398
(S.C.J)
5, Camwvest Publishing Inc./Publications Camyest Inc. Re, 2010
CatswellOnt 1344, 65 C.B.R. (5th) 152 (S.CJ.)
6. Meiclafe & Mansfield Alternative Investments I Corp. { Re), 92 O.R.(3d)
513 (C.A). )
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Schedule B—Legislation

Compantes Credltors’ Arrangement Aet, R.8.C, 1985, ¢, C-36

6(8) No comptomise or arrangement that provides for the payment of an equity
claim is to be sanctioned by the court unless it provides that all claims that are not

equity clafins are fo be paid in full before the equity claim is to be paid.

Securifles Acty R.S8,0. 1990, ¢, 85
1(1) In this Act,
“secutily” includes,

(a) any document, instrument or writing commonly kiown as a secuuity, ‘

(b) any document constituting evidence of title to or interest in the capital, asses,
property, profits, carnings or toyalties of any person ot company,

(c) any document constituting evidence of an interest in an association of legatees
or helis,

(d) any document consiitutmg evidence of an opuon, subscription or other interest
in ot to a security,

(e) a bond, debenture, note or other evidence of indebtedness or a share, stock,
unit, unit certificate, participailon certificats, certificate of share or inferest,
preorganization certificate or subscription other than,

() a contract of insurance issued by an insurance company licensed under
the Insurance Acf, and

(ii) evidence of a deposit issued by a bank listed in Schedule I, Il o LIl to
the Bank Aer (Canada), by a credit union or league to which the Credit
Unlons and Caisses Populaires Act, 1994 applies, by a loan corporation
or trust co1jpmatlon registered under the Loan and Trust Corporailons
Act ot by an association to which the Coape;'anve Credit Associations
Aet (Canada) applies,

(f) any agreement under which the intexest of the purchaser is valued for purposes
of conversion or surrender by reference to the value of a proportionate interest
in a specified portfolio of assets, except a confiact issued by an insurance
company licensed under the Insurance Act which provides for payment at
maturity of an amount not less than three quarters of the premivms paid by
the purchaser for a benefit payable at maturity,

() any agreement providing that money recelved will be repaid or treated as a
subscription to shaves, stock, unlts or futerests at the option of the recipient or

of any person or comnpany,
(h) any certificate of share or interest in a trust, cstate or association,
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(i) any profit-shaving agreement or certificate,

(i) any cetlificate of interest in an oil, natural gas or mining lease, claim ot royalty
voling trust certificate,

(k) any oil or natural gas royalties or leases or fractional or other interest therein,
(1) any collateral trust certificate, ‘ - ‘
(m) any income or antwity contract not issued by an insurance company,

(n) any investment contract,

(0} any document coﬁstituting evidence of an interest in a scholaxship or
educational plan ox trust, and

(p) any commodity futures contract or any commodity futures option that is not
traded on a commodity futures exchange registered with or recognized by the
Commission under the Commodity Futires Act or the form of which is not
accepted by the Divector under that Act,

whethey any of the fote going relate to an issuer or proposed issuer; (*valeur
mobillére”)

Class Proceedings Act, 1992, 8.0, 1992, ¢.6

9. Any member of a class involved in a class proceeding may opt out of the
proceeding in the manner and within the time specified in the certification ovder.

Rules of Civll Procedure, RR.O, 1990, veg, 194
10,01 (1) In aproceeding concerning,

(a) the intexpretation of a deed, will, contract or other instiument, or the
interpretation of a statute, order in council, regulation or municipal by-law

or resolution;

(b) the detexmination of a question arising in the administration of an
gstato or trust;

(¢) the approv;wi of a sale, purchase, seitlement or othey transaction;
(d) the approval of an arrangement undey the Variation of Trusis Act;
(e} the adininistration of the estate of a deceased pesson; or

(D) any other mattex where it appears necessary or desirable to make an
order under this subrute,



a judge may by order appoint one or mote persons fo represent any person or class
of persons who are unborn or unascertained or who have a present, future,
contingent or unascertained interest i or may be affected by the proceeding and
who cannot be veadily ascertained, found or served.

(2) Where an appointment is made under subrule (1), an order in the proceeding
is binding on a person or ¢lass so represented, subject to rule 10,03,

(3} Where in a proceeding referred to in subrule (1) a settlement is propossd and
some of the persons intevested in the settlement are not partles to the proceeding,

but,

() those persons are represcented by a person appointed under subrule (1)
who assents to the setflement; ot

(b) there are other persons having the same Interest who are parties to the
proceeding and assent to the settlement,

the judge, if satisfied that the settlement will be for the benefit of the interested
persons who are not parties and that to require service on them would cause undue
expense or delay, may approve the settlement on behalf of those petsons.

{4) A scttlement approved under subrule (3) binds the interested persons who are
not parties, subject to rute 10,03,

10.02 Where it appeats to a judge that the estate of a deceased person has an
interest in a matter in question in the proceeding and there is no executor or
administrator of the estate, the judge may ovder that the proceeding continue in
the absence of a person representing the estate of the deceased person or may by
otdey appoint & person to represent the estate for the purposes of the proeeeding,
and an order in the proceeding binds the estate of the deceased person, subject to
rofe 10,03, as if the executor or administrator of the estate of that person had been

a parly fo the progeeding,

10,03 Where a person or an estate is bound by reason of a representation order
made under subrule 10,01 (1) or fule 10.02, an approval undey subrule 10,01 (3)
or an order that the proceeding confinue made under role 10,02, a judge may order
in the same or a subsequent proceeding that the person or estate not be bound
where the judge is satisfied that,

(a) the order or approval was obtained by fraud or non-disclosure of
material facts;

(b) the interests of the person or estate were different from those
represented at the hearing; or
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(c) for some other sufficient reason the order or approval should be set
aside,




Schedule C-Excerpts of the Plnn of Comproinise and Reorganization

ARTICLE 1
INTERPRETATION

1.1 Definitions

In the Plan, unless otherwise stated ot uniess the subject maitter or context otherwise
requires: -

“Frnst & Young Claim” means any and all demands, clains, actions, Causes of Action,
counterclaims, suits, debts, sums of money, accounts, covenants, damages, judgments,
orders, including injunctive relief or specific petformance and compliance orders,
expenses, cxecutions, Encumbratices and other rvecoverles on account of any claim,
indebtedness, Hability, obligation, demand ot cause of action of whatever natore that any
Person, including any Person who may claim contribution or indemnification against

~or from them and also including for greater certalniy the SFC Companies, the
Directors (in their capacity as such), the Officers (in their capacity as such), the Third
Party Defendants, Newco, Newco 11, the divectors and officers of Newco and Newco
11, the Noteholders or any Noteholder, any past, present or future holder of a direct or
indirect equity interest in the SFC Companies, any past, prosent or future direct or
indircct investor or secutity holder of the SFC Companies, any direct or indirect security
holder of Newco or Newco II, the Trustces, the Transfer Agent, the Monitor, and
each and every member (including members of any comimittee or governance council),
present and former affiliate, partner, associate, employoe, servant, agent, contractor,
director, officer, insurer and each and every successor, administrator, helr and assign of
each of any of the foregoing tnay or could (at any time past present or fukure) be entitled
fo assert against Ernst & Young, including any and all claims in respect of statutory
tiabilities of Directors (in their capacity as such), Officers (in their capacity as such) and
any alleged fiduoiary (in any capacity) whether known or unknown, mafured or
unmatured, direct or derivative, forescen or unforeseen, suspected or unsuspected,
contingent ot not contingent, cxisting ot hercafier atising, based in whole or in part on
any act or omission, transaction, dealing or other occurrence existing or taking place on,
prior to or after the Bimnst & Young Scitlement Date relating to, arising out of or in
connection with the SFC Companies, the SFC Business, any Director or Officer (in
their capacity as such) and/or professional services performed by Emst & Young ox
any other acts or omissions of Ernst & Young in relation to the SFC Companies, the
SFC Business, any Ditector or Officer (in thelr capacity as such), including for greater
certainty but not limited to any claim arising out of:

(8)  all audit, tax, advisory and other professional services provided to
the SFC Companies or related to the SFC Business up fo the Ernst &
Young Settlement Date, including for greater certainty all audit work
performed, all auditors’ opinions and all consents in respect of all
offering of SFC securities and all regulatory compliance delivered in
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respeet of all fiscal periods and all work related therefo up to and

inclusing the Brnst & Young Settlement Date;

(b)  all claims advanced or which could have been advanced in any or all of

the Class
Actions;

(c)  all claims advanced or which could have been advanced in any or
all actions commenced in all jurisdictions prior the Binst & Young

Settlement Date; or

(d)  all Noteholder Claims, Litigation Trust Claims or any claim of
the SFC Companies, '

“Iynst & Young Seftlement” means the settlement as reflected in the Minutes of
Settlement executed on November 29, 2012 between Ernst & Young LLP, on behalf of
itself and Frnst & Young Global Limited and all member firms thereof and the
plaintiffs in Ontario Superior Cout Action Mo, CV-11-4351153-00CP and in Quebec
Superlor Coutt No. 200-06-00132-111, and such other documents contemplated

thereby.

“Named Third Party Defendant Settlement” means a binding seitlement between any
applicable Named Third Party Defendant and one or more of: (i) the plaintiffs in any
. of the Class Actions; and (ii) the Litigation Trustee (on behalf of the Litigaiion Trust)
(if after the Plan Implementation Date), provided that, in each case, such settlement
nust be acceptable to SFC (if on or prior {o the Plan Impleientation Date), the
Monitor, the Initial Consenting Noteholders (if on or prioy to the Plan Inplementation
Date) and the Litigation Trustee (if after the Plan Implementation Date), and
provided further that such seitlement shall not affect the
plintiffs in the Class Actions without the consent of coumsel to the Ontavio

Class Action Plaintiffs,

“Named Third Party Defendants” means the Third Party Defendants listed on
Schedule “A" to the Plan in accordance with section 11.2(a) heseof, provided that onty
Eligible Third Party Defendants may become Named Third Party Defendant

ARTICLE: 11
SETTLEMENT OF CLAIMS AGAINST THIRD PARTY
DEFENDANTS

11,1 Ernst & Young

(@  Notwithstanding anything to the contrary herein, subject to: (i) the
granting of the Sanction Order; (i) the issuance of the Settlement
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(b)

Trust Order (as may be modified in a menner satisfactory to the
patties to the Emst & Young Settlement and SFC (if occutring on ot
prior to the Plan Implementation Date), the Monitor and the Initial
Consenting Noteholders, ns applicable, to the extent, if any, that such
modifications affect SFC, the Monitor or the Initial Consenting
Noteholders, each acting reasonably); (iif) the granting of an Oder
under Chapter 15 of the United States Bankruptey Code recognizing
and enforcing the Sanction Order and the Settlement Tiust Order in the
United States; (iv) any other order necessary to give effect o the Emst
& Young Seitlement (the orders referenced in (iil) and (iv) belng
collectively the “Tanst & Young Orders”); (v) the fulfillment of
all conditions precedent in the Einst & Young Seftlement and the
fulfiliment by the Ontario Class Action Plaintiffs of all of their
obligations thereunder; and (vi) the Sanction Order, the Settlement Trust
Order and all Ernst & Young Orders being final orders and not subject
to further appeal or challenge, Einst & Young shall pay the seitlement
amount as provided in the Emnst & Young Settlernent to the frust
established pursuant to the Settlement Trust Order (the *“Seftlement
Trust™), Upon receipt of a certificate from Ernst & Young confivming it
has pald the settlement amount to the Setilement Trust jn accordence
with the Ernst & Young Settlement and the frustee of the Settlement
Trust confirming receipt of such settlement amount, the Monitor shall
deliver to Bmst & Young a certificate (the “Monitor’s Tanst & Young
Settlement Cortifieate”) staling that (I) Bynst & Young has confirmed
that the settlement amount has been paid to the Settlement Trust in
accordance with the Einst & Young Settlement; (if) the trustee of the
Setflement Trust has confirmed that such seftlement amount has been
received by the Seltlement Trust; and (fii) the Emnst & Young
Release is in full force and effect in accordance with the Plan. The
Monitor shall thereafier file the Monitor’s Einst & Young Settlement

Certificate with the Court,

Notwithstanding anything to the coniraty herein, upon receipt by the
Settlement Trust of the seltlement amount in accordance with the Ernst &
Young Setilement: (i) all Ernst & Young Claims shall be fully, finally,
irvevocably and forever compromised, released, discharged, cancelled,
barred and deemed satisfied and extinguished as against Ernst & Young;
(11} section 7.3 hereof shall apply to Ernst

& Young and the Ewnst & Young Claimws mutatis mutandis on the Ernst &
Young Seltlement Date; and (iii) none of the plaintiffs in the Class
Actions shall be permitted to claim from any of the other Third Party
Defendants that portion of any damages that corresponds to the Hability
of Ernst & Young, proven at trial or otherwise, that is the subject of the
Ernst & Young Settlement.
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In the event that the Emst & Young Settlement is not completed in
accordance with its terms, the Enst & Young Release and the injunctions
described in section 1 1.1(b) shall not become effective,

11,2 Named Third Party Defendants

(@)

(b)

Notwithstanding anything to the contrary in section 12.5(a) or 12.5{b)
hereof, at any time prior to 10:00 a.n. {Toronto time) on December 6,
2012 or such later date as agreed in writing by the Monitor, SFC (if on o
prior to the Plan Implementation Date) and the Initial Consenting
Noteholders, Schedule “A” to this Plan may be amended, restated,
modified or supplemented at any time and from time fo time fo add any
Eligible Third Party Defendant as a “Nated Thivd Pacty Defendant”,
subject in each case to the prior written consent of such Third Party
Defendant, the Initial Consenting Noteholdess, counse! to the Ontatjo
Class Action Plaintiffs, the Monitor and, if occurring on or prior fo the
Plan Implementation Date, SFC,  Any such amendment, restatement,
modification and/or supplement of Schedule “A” shall be deemed to be
effective automatically upon all such required consents being received,
The Monitor shall: (A) provide notice fo the service list of any such
amendment, restatement, modification and/or suppiement of Schedule
“A” (B) file a copy thereof with the Court; and (C) post an electronic
copy thereof on the Website. All Affected Creditors shall be deemed
to consent thereto any and no Comt Approval thereof wlll be required. .

Notwithstanding anything to the contrary herein, subject to: (i) the
granting of the Sanction Order; (ii) the granting of the applicable Named
‘Third Party Defendant Settlement Ovder; and (ji) the satisfaction or
waiver of all condltions precedent contained in the applicable Named
Third Party Defendant Settlement, the applicable Named Third Party
Defendant Settlement shall be given effect in accordance with its terms,
Upon receipt of a certificate (in form and in substance satisfactory to the
Monitor) fiom. each of the parties to the applicable Named Third Party
Defendant Settlement confivming that all conditions precedent thereto
have been satisfied or waived, and that any settlement funds have been
paid and received, the Monltor shall deliver to the applicable
Named Third Parly Defendant a certificate (the “Monitor’s Named
Third Party Seftlement Certificate™) stating that (1) each of the parties
to such Named Thivd Party Defendant Settlement has confivmed that all
conditions precedent thereto have been satisfied or waived; (ii) any
settlement funds have been paid and tecelved; and (fif) Immediately upon
the delivery of the Monitor’s Named Third Party Settlement Certificate,
the applicable Named Third PartyDefendant Release will be in full force
and effect in accordance with the Plan, The Monitor shali thereafter file
the Monitor’s Named Third Party Settlement Certificate with the Cowt.

(c) Notwithstanding anything to the contrary herein, upon delivery
of the Monitor’s Named Thitd Party Settlement Certificate, any claitns and
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Causes of Action shall be dealt with in accordance with the tetms of the
applicable Named Third Party Defendant Settlement, the Named Third
Party Defendant Seftlement Order and the Named Third Party Defendant
Release. To the éxtent provided for by the terms of the applicable
Named Third Party Defendant Release: (1) the applicable Causes of Aciion
against the applicable Named Third Party Defendant shall be fuily,
finally, irvevocably and forever compromised, released, discharged,
cancelled, bawred and deemed satisfied and extinguished as against the
applicable Named Third Party Defendant; and (i) section 7.3 heieof shall
apply to the applicable Named Third Party Defendant and the applicable
Causes of Action against the applicable Named Third Party Defendant
mufafis nutandis on the effective date of the Named Third Party Defendant

Settlement
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Court Iile No, CV=11-131153-000CP

ONTARIO
SUPERIOR COURT OF JUSTICE
SHE HONOURARBLE } TUESDAY. THE 23V DAY
CJUSTICE PERELL ) OF SEPTEMBER, 2012

BETWEEN:

g THE TRUSTEES OF THE LABOURERS' PENSION FUND
INTRAL AND EASTERN CANADA, THE TRUSTEES OF THE
INAL UNTON OF OPERATING ENGINEERS LOCAL 793 PENSION
RATING ENGINEERS IN ONTARIQ, SJIUNDE AP-FONDEN, DAVID
GRANT and ROBERT WONG

Plaintitls

-and -

SINO-FORESY CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
known as BDO MCCABE LO LIMITED), ALLEN T.Y, CHAN, W, JUDSON MARTIN,
KATKIT POON, DAVID J. HORSLEY, WILLIAM E, ARDELL, JAMES P, BOWLAND,
JAMES MLE. IYDE, EDMUND MAK, STMON MURRAY, PETER WANG, GARRY ).
WEST, POYRY (BELIING) CONSULTING COMPANY LIMITED, CREDIT SUISSE
SECURITIES (CANADA), INC,, TD SECURITIES INC., DUNDEL SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC,, SCOTIA CAPITAL INC, CIBC
WORLD MARKETS INC.,, MERRILL LYNCH CANADA INC., CANACCORD
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC,; CREDIY SULSSE
SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE, FENNER & SMITI!
INCQRPORATED (successor by merger to Bance of Ameriea Securities LLC)
Dofendants

Proceeding under the Class Proceedings Avi, 1992
ORDER
THIS MOTION made by the PlainuIls for an Order 1) certifving 1his action os o clusy
proceeding for setthement purposes as apainst POyry (Beijing) Consulting Compuny Limiled {the
“Seliling Defendant™): i) approving the settlement agreement made as of March 20, 2012,
between the pisintif?s and the Seftling Defendant (.zhe “Settloment Agreement™): i) approving

the form of notice to class members of the certification of this action and the approval of the



Sertlement Agrcement (“Long-Form Approval Natice™) and e summary notice 0 uiass
members of the certification of this uction and the approval of the Settlement Agreement ("Shert-
Form Approval Notiee™) (wgether. the “Approval Notices™:; iv) approving the form of notive 1o

class membets of the Approval Notices ("Notice Plan™): and vy dismissing the dction as agdinst

the Seltfing Defendant, was heard on September 21, 2012, in Toronio, Ontario.

WHERRAS e PlaintiTs and the Settling Defendant have entered into the Setkement

Agreament in respect of the Plaintffs” claims against the Seltring Defendant.

AND WHEREAS notice of the Setthement Approval Hearing in this proceeding was

providud pursuant to the Order dated May 17, 2012

AND WHEREAS the delendmm Sino-Fotest Corporation (“Sino-Forest™) has defivered
to vounse! for the plaintifls a list of holders of Sino-Forest’s secuyities as of June 2, 2011 (the

“Junc 2, 203 1 Sharcholder List”):

AND ON READING the muterisls filed. including the Settlement Agreement attached (o
this Order as Schedele A, and on hearing submissions of counsel fou the Plaiititls, counset lor
e Seuling Defendant, and counsel for the Non-Setiling Defendants (a3 defined in the

Settfement Agreement):
R TS COURT ORDERS that the plaintiifs are grunted leave to bring this motion.

2 TIIS COURT DECLARES that for the purposes of this Order the definitions set out in

the Settlement Agreement apply to and ave incorporaled mto this Order.
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THIS COURT ORDERS that this proceeding be. and hereby is. vertified as a class
proceeding, for purposes of setilement only, pursuant to the Clusy Provevdings Act, 1992
S5 1992, ¢ 6. ("CPAT) seetions 2 and 3.

THIS COURT ORDERS that the Settlement Class is defined as:

all porsons and entities, wherever they muy reside, who acquired
Gino-Forest Corporation common shares, notes, or other securilics.
a5 delined in the Ontario Securitiey Act, during the period from and
inchuding Maveh 19, 2007 10 and including June 2,201

() by disuibution i Canada of on the Toronto Stock

Nxchange o other secondary murkel in Canada, which

includes securities uequired over-the-counter or

(b} who are residents of Canada or were residents of

Canada at the time of acquisition and who acquired Sino-

Forest Corporation’s seeurities oulstde of Canada.
eancluding the defendants, their past and present subsidianes,
affiiiates. officers, directors, senior employees,  parlners. fegal
gepreserialives, heirs, predocessors, SUCCessors and assipns, and
any individual who is a member of the inunediate family of un
individual detendant,

THIS COURT ORDERS AND DECLARES that the Trustees of the Tabowers’
Pension Fund of Central and Bastern Canada, the Trustecs of the Tnternational Ution ‘uf
Operating Engineers Local 793 Pension Plan for Operating Iringiuccrs in Onario, Sjiexde
AP-onden. David Grant and Robert Wony by and hereby are uppointed At

representative plaintifts tor the Settiement Class.

THIS COURT QRDERS AND DECLARES that the chim asseried on behall of the
Settlement Class as against the Seiding Defeodant arc: {2) negligence in conncetion with
Sino-Farest's share and note offerings during the class period: (b) the statutory caust of

action i sectiun 130 of the Securitfes der, R.S.0. 1990, ¢85 (084" lov alleged
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misrepresentations in Sino-Forests June 2009 and Decomber 2009 prospectusest aind (L)
the statutery canse of action in Part XXHL of the 0S4 in connection with Sino-forest’s

contiuous disclosure docinments:

THIS COURT ORDERS that. for the purposes of settlement. the Ontatio Proceeding be
am hereby §s cortified on the basis of the following common issae:

Did the Sertlue Defendant make misrepresentations as alleged in

this Proceeding dwring the Class Period coneerning the assets,

business or tansactions of Sino-Forest, 1 so. what damages. it

anv, did Setifement Class Members suffer?
THIS COURT QRDERS that NPT Ricepoint Clags Action Services be and is hereby
appointed as the Opt-Out Administrator lor purposes of the proposed setthement und for

emrying out the dutics assigned fo the Opt-Out Administrator under the Settlement

Agreement,

THIS COURT QRDERS that any putative Settloment Class Member may opt out of the

Sertlement Class in aceotdance with section 4.1 of the Setdement Agreement-

THIS COURT QRDERS that any Settderent Class Member who validly opis out of the
Sefilement Agreement in accordance with paragraph 9 of this Ovder is nat bound hy the
Settlement Agreement and may no longer participate in any continuation or setilement of

the within action,

THIS COURT ORDERS that the Selifoment Agreenient, in ils entirety (inclwding the
Rechals. the Definitions set out in Section 1, and the Schedules), forms purt of this Order.
shall be implemented in accordance with its tevms subjeet Lo the terms of this Order. and

is binding upon the Plaintilly, the Sculing Defendanl. the Opt-Owt Administrator and all
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Settlement Class Members. including those persons who are winors or mentally
incapable, who did not validly opt out of the Settlement Class i sccordance with the
Settlemsent Agrecment, and that the reguirements o Rules 7.04(1) and 7.08¢4) o) the
Rules of Civil Procedure. RRO 1990, Reg 194 ure dispensed with in vespeet of the within
action. 1€ there is any inconsistency between the terms ol this Order and the Settlement

Agreement, the terms of this Order govern.

THIS COURT ORDERS AND DECLARES that any Scitlement Class Member w ho
does nat validly opt out of the Settlement Class in seeordance with puragraph 9 of this
Order shall be decmed 10 have elected fo partivipate in the settiement and be bound by the

terms of the Setttement Agreement and al} related court Ordets.

THIS COURT ORDERS AND DECLARES that each Settlement Class Membor who
does wot opt vul of the Settlement Class in accordanee with paragraph 8 of th's Order
shall consent and shall be deemed to have congented to the disrissal. without costs and
with prejudice, of any. other actiou the Settfement Class Member has commenced wgainst

the Releusees. or any of them, in relation (o a Released Claim (as “Other Action™),

THIS COURT ORDERS AND DECLARES that cach Other Action commenced in

Ontario by any Settlement Class Membey who does not opt out al the Settdement Cluss in

accordance with paragraph 9 of (his Order is dismissed against the Releasees, without
costs wnd with prejudice,
THIS COURT DECLARES that, subject to the terms of this Order. the setilenient a5 set

forth in the Seulement Agrcement is fair. reasonable ond in the hest interests of the

Settlement Class Members,
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FHIS COURT ORDERS that, subjeet to the terms of this Order, the Settlement

Apreerment be and is hereby is approved pursuant to s. 29 of the CPA and that it shall bu

implemented in gecordance with its tenns,

THIS COURT ORDERS that the form and content of the Long-Forn: Approval Netee.

the Short-Form Approval Notice, nnd the opt out forms attached hereto as Schedules”

ST, amd D respectively. be and are hereby approved and shall be published,

subjeet to (he right of the plaintitf and the Settfing Defendant 1o make minor non-material

amendments 1o such forms, by mutual agreement, as may be pecessary or desitable. or

for the purpose of creating un online opt out form at the Opt-Out Adminisuator’s website.

THIS COURT ORDERS tat the Approval Natices shall be disseminated as Totows:

)

(b}

A copy ol the Long-Form Approval Notice will be provided by Koskie Mindky
LLP. Siskinds LLP. and Siskinds Desmeules, sener] (together, “Class Counsel™}
and the Opt-Out Administrator to all individuals or entities that have contagicd
Class Counsel regarding this action, and 10 any person 1hat requests it

Within 10 days of the Order of the Quéhee Court approving the Sculensent
Agreement (the “Québec Approval Order™), the Long-Form Approval Notice will
be posted on the websites of Sino-Forest Corporation {on its main puge). Class
Counsel, and the Opt-Out Administsator:

Within 20 days of the Québee Approval Order. the Long-Farm Approval Nogee
will be sent direetly to the addresses of class members listed on the June 2, 201}
Shavehotider List:
Within 20 days of the Québee Approval Order. the Long-Form Approval Notiee
will be sent to a list of alf brokers known to the Opt-Out Adminisirator. with «
cover leter contaiping the Tollowing stateient:
Nonmrinee purchasers are divected. within wn (10) days of tw
receipt of this Nogiee (a) to provide the Opt-OQui Adminiswator
with lists of names and addresses of beneficial owners: or (b} fo
request additional copies of the Notice from the Opt-Out
Administrator. w0 mail the Nofice 1o the benelicial owners,
Nominee purchasers who cleet to send the Nolice 1o their
berelicial owners shall send 2 statemenmt w0 the  Opt-Out
Adrinistrator that the maifing was completed as dirceted
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(0} Within 30 duys of the Québee Approval Order, the Shor-Foum Approval Notjue
will be published in the following print publications:

(Y The Globe and Mail, in Fnglish. in one weekday publication;
(i) Natioral Post, in Inglish, in one weekday publication:
(iily  Ler Prexse. in French, in one weekday publication; and
{ivi  Le Soleil, in French. in one weekday publication.
THIS COURT ORDERS that the cost of distibuting the Approval Notices shall be
porae solely by the Settling Defendant up (o $100,000 and equaliy between the plaintills
and the Settling Defendant for any costs in excess of $100.000, subject to review or

readfusiment by agreement between the plaintifls and the Ketdding Defendant.

THIS COURT ORDERS that no Settfement Class vember may opt vut of this class
proceeding aiier the date which is sixty (60) days afier the date on which the Approval

Notices are {irst published (the “Op-Out Deadling”) except with Jeave of this court.

THIS COURT ORDERS fhat. within fifteen (15) days of the Opt-Out Deadline. the
Opt-Out Administrator shall seyve on the parties and file with the court an affidavit listing

all persons or entities that have opred out.

THIS COURT ORDERS AND DECLARES that the Cowrt shall vetain jurisdiction
(—m‘r the Plaintiffs, the Opi-Out Administrator. the Setlement Class Members. the Pivey
Partics (as defined in paragraph 27 heveot), POyry PLC and Poyry Finland QY for ail
matters relating o the within proceeding, including the administration, interpretation,
effectuation, andior enforeemont of the Seitfement Agreement and this Order aud that all

of these parties are hereby declared to have attormed (o the jurisdiction of 1his Court in

relalion thereto,
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TIIS COURT ORDERS AND DECLARES that approval of the Settlement
Agreement is contingent upon the issuance by the Superior Court of Québes of an Order

approvine the Setlement Agreement. I such Order 15 not secured in Qudbee. this Owder

shall be miél amd void and without prejudice to the rights of the parties o proveed with -

s aetion and any agreement benween the partfes incorporated in this Order shail be

deemed in sy subsequent proceedings W have been made without prejudice.

THIS COURT ORDERS AND ADJUDGES that wpon the dake the Seltilement
Agreement becomes final. the Releasors (ully, finolly, and forever refease the Releusees

frow the Relensed Claims.

THIS COURT ORDERS AND DECLARES that, subject to pmagraph 30 below, all
claims for cmuribuékm_ indenutity or other claims over, including. without Tinitation.
potential third party claims, al common law, equity or pusuant to the OS54 or othey
siatute, whether asserted. unasserted or asserted in 1 reprosentative capacity or i any
other capacity, iclusive ol intercsi, costs, expenses. closs administration expenses,
penelties, legal fecs and taxus, relating to the Refeased Claims, which were or coukd have
been brought in the within proceedings or otherwise. or could in the future be brought on
the basis ¢f the same events. actions and omissions underfying the within proceedings or
otherwise. by anv Non-Settiing Defendant or any Parfy or any Releasor against all ov any
of the Releasees ure burred, prohibited. and enjoined in accordance with the erms of the

setement Agrecment and this Order (the "Bar Order”).

THIS COURT ORDERS AND DECLARES that il the Court determines that there ts o
right of conuibution and indemnity or other claims ovar, meluding, without Hmitation.

potential thivd party claims, al common law, equity or pursuunt 1o the €S54 or ather
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statute, whethr asserted, unasseried or asserled i a representative capacity or in any
other capacity. inclusive of interest, costs. cxpenses. class administration expenses,

penalties. legal Tees and taxes, refating o the Released Claime:

(1) the Serlement Clags Members shall not be eritled o elaim or recover from the
Non-Settling Defendants  that portion of av dumapes (including  punitive
damages. i any). resiitutionary award. disgorgement ol prafsts, interest and costs
thai carresponds to the Proportionate Liability of the Releasces proven at trial or

otherwise; and

(h)  this Court shall have [ull autharity to determine the Proporlionate Liability of the
Refeasees at the il or other disposition of this action. whether or npot the
Relessees appear authe trial or other disposition aud the Proportiotute Liahility of
the Releasees shulf be determined as it the Releasees ave parties to this action and
anyv determination by this Court in respeet of the Proportionate Liabifity of the
Releasces shall ondy apply in this action and shali not be binding on the Releasees

i any other proceedings.

22 THIS COURT ORDERS AND DECLARES that, afier all appeals or times to appeal

frons the cenification of this netion against the Non-Sertling Delondants have been

exhausted. any Non-Seltling Defendant is entitled to the following:

(n  -documentiry digcovery and an affidavit of documents in accordance with thy
Rules of Civil Procedure Trom any and all of the Setthing Defendant, Péyyy
(Beifing) Consulting Company [, - Shanghsi Branch, Poyry Management

Consulting (Singapore) Ple. Ltd., Poyry Jorest Industry Lad. Poyry Forest
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fndustre Pte, 14d, P8vry Managemen! Consulling (Australin) Pty. L., Pogry
Management Consulting (N7) Lid.. JP Management Consulting (Asia-Pacific)
Lad,, and any successor entities (eotleetively, the “Pitvry Parties™, cach a “Pdyry

vy

ol discovery of a representative of any Poyry Party in accordanee with the Rnfey
af Civil Pztuc-edm*e, the tanseript of which may be yead in at trisd solely by the
Nen-Settiing Defendats as purt of their mespective cases in defending the
Plintiffs’ allegations concerning the Proportionate Liability of the Releasces and
in connection with any potential claim by a Ntijeniing Nelendant against
Poyry Party for eontribution and indemnily thit may arise oul of Orduer made

under paragraph 30 below,

feave to serve a request to admit on any Payry Party in respect of factual matlers

acfor documents in accordance with the Rules of Civil Procedure:

the production .ol a representative of any Poyry Parly 1o testify al wial in
accordance with the Rudes of Civil Provedure. with such witness 0 wilnesses 10

be subjcet (o cross-examination by counsef for the Non-Scrtling Defendants: and

feave to serve Fvidenice Ael nolices on any Poyry Party,

The discovery set out in subparagraphs (a) and (b) above shall proceed pursuant o an

agreement between the Non-Setiting Defendams and the Plvey Paitics in respect o8y

discavery plan. or faiting such ‘agreement, a further Order of this Cowt in respeet vl @

discovery plan,
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THIS COURT ORDERS AND DECLARIS that the Povry Parties. Pévry PLC and
Piyry 1-‘i§1]and 0Y shall, on a best cfforts basis, -take steps to collect and preserve afl
documents relevant (o the matters at issue in the within proceeding and any proceeding
comfermplited by paragraph 30, until such ume as the within proceedine and any
proceeding, contemplated by paragraph 30 have Béen {fimaliy disposed of and all appeals
or times o appeal from any Order ﬁnaﬂ_v disposing of the within proceeding and any

proceeding contemplated by paragraph 30 have been exhausted,

TIHIS COURT ORDERS AND DECLARES that service on any Piyry Pm‘!;v_. Payry
PLC and Povry Finland OY of any court documents re;uting to the within proceeding.
including. but not fimited 1o notices of examination, vequests 10 inspeet or admit.
Evidence et notices and summeons, may be served on counsel for the Settting Defendant,
John Piric of Buker & MceKenzie LLP, or such other coansel as may replace current
counsel as counse! Tor the Settling Defendant in respect of this proceeding wmnd diat such

service shadl be deemed to be subficient service onder the Rades of Civil Procedure,

THIS COURT ORDERS AND DECLARES that it any POyry Parly fails o safists i
roasonable abligations arising under paragraph 27 shove, a Non-Setling Defondant may

make & motion o this Court on a least fifleen (15) davs nolice w compel reasvnuble

complinues by the alleged non-compliant Péyry Party or for such other afteruative reliet

as the Court may consider jL|§1 and appropriate. 1l such an Order is mude, aud not
adhered o by the Poyry Party at issue, a Non-Seuling Defendant may then bring a motion
an at least wenty (20) days notice to 1ift the Bar Order under paragraph 25 above with
respeet W the P8yry Party al issue and to advance a claim for coniribution. indemnity or

other ciabms over aguinst the POyry Party at issue,
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TIHS COURT ORDERS AND DECLARES that any Povry Party aflected or
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-

potentialivaffected by a motion brought under paragraph 30 above shall have the right o

oppose any such mofion,

THIS COURT ORDERS AND DECLARES that if an Order is made under paragraph

30 above permitting g claim 10 be advanced againgt o Poyry Party by a Non-Setiling

Defendum;

(a}

()

(e)

any Hmitation period applicable to such a claim, whether in favour of a Pdvry
Party or a Non-Scitling Delendant, shail be deemed to have been tolled as of the
dule of this Order and shall continue as of the date of any Order pormitling o

¢laim 1o be advanced against any Pyry Party pursuunt o paragraph 3¢ above:
g ¥i) ¥ B

any Péyry Parly that is subject to a claim permited under paragraph 30 above
shall have all procedurat and substantive rights available 10 it at law to delend and
challenge sweh o claim. inchuding. imer afia. the vight 1o bring @ notion for
stnunary judgment or o steike out a pleading on the ground that it discloses no

reasonable cause of aeljon and

.

no Poyry Party shall advance or raise any res fudicar or issue estoppel mpument

or Jelenee with respect to any efaim penmitted under paragraph 30 gbhove.

THIS COURT ORDERS AND DECLARES thut nothing in this Order shall be taker as

a waiver of any rights that ¢ Pyry Party may have. now or in the future. to chatlenge any

cluim or proceeding brought against a Poyry Party by a Non-Settling Defendant,

THIS COURT ORDERS AND DECLARES that alter all uppeals or times o append

from the certification of this action agninst the Non-Setiling Defendants have been
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exhausted, sy Non-Seftling Defendasnt way bring a motion 10 this Court on &l lewst
twventy (20 davs fotice secking a determination Frow the C'om'l oy to whether Poyry PLC
and or Piyry Finland OY shall be subject o the Non-Seuhing Delendams’ procedura
entiffements set owt in subparagraphs 27(a). (b (e}, (d) and {eyabove, Poyry PLC. POy
Finland O und/or uny P8vry Pavty affected or potentially nlfected by o motion brought

under this paragraph shall have the right 1o oppose any sach moton.

THIS COURT ORBERS AND DECLARES that it an Order is made under paragraph
3 above requiring Péyvry PLC andior Poyry Finland QY to he subject to the Non-Serdling
Pefendants’ procedural entithaments sl out in subvureagraphs 27¢a). (h), (), {d) and (@)
thep Payry PLC and/or Poyry Finland OY. as the case may be, shall be deened to be a
Piyvry Party and the relief set out in pavagraphs 22, 27, 30, 31, 32 and 33 above shall

apply to Piyry PLC andfor Poyry Finland OY as il each entity was a Poyry Party.

THIS COURT ORDERS AND DECLARES that this Order and Hs terms are entirely
without prefudice- 10 the Non-Settling Defendants except as against the Releasees o
provided hercin, including withowt Hmiting the generality ol the Toregoing without
prejudice 1o the Non-Scitling Defendams’ ability to challenpe any a}spcel ol uny
certification or uther preliminary motions cwrentdy pending or thel may be brough! in the
future in respeet of the Non-Settting Defendants, including the Jactual, evidentiary andfor
fegal elemenis of the tost for certification under the Cfasy Proceedings Aot 3.0, 1992, ¢,

6.
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Date;
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THIS COURT ORDERS AND ADJUDGES that, upon the Effective Date, the within

proceeding is dismissed against the Sestling Defendant without costs and with preindice,
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SINQ-FOREST CLASS ACTION
NATIONAL SETTLEMENT AGREEMENT

RECITALS |
A. WHEREAS the Proceedings have been comunenced by the Plaintiffs in Ontario and
Quebec which allege that the Settling Defendant made misrepresentations regarding the assets,
business and transactions of Sino-Forest contrary to the 0S4, the 0S4, the civil law of Quebee

and the common law of the rest of Canada;

B. AND WHEREAS the Setlling Defendant believes that it is not liable in raspect of the
claims as alleged in the Precesdings and the Seniling Defendant believes that it has good and
reasenzble defences in respect of the merits in the Proceedings;

C. AND WHEREAS the Settling Defendant asserts that it would actively pursue its defences
in respect of the ments during the course of certification, during the course of discovery and at

tiiad if the Plaintiffs continued the Proceedings apainst it;

D.  AND WHEREAS, despite the Settling Defendant’s belief that it is not liable in respect of
the claims as alleged in the Proceedings and its belief that it has goad and reasonable defences in
respect of the merits, the Settling Defendant has negotiated and entered into this Settiement
Agreement to aveid further expense, inconvenience, and burden of this litigation and any other
present or Myture litigation arising out of the facts that gave rise 10 this fitigation and 1o achieve
final resolutions of all claims asserted or which could have been asserted against the Setiling
Defendant by the Plaintiffs on their own behalf and on behalf of the classes they scek fo

represent, and to avoid the risks inherent in uncertain, complex and protracted litigation;

E. AND WHEREAS counsel for the Setiling Defendant and counsel Tor the Plaintifls have
engaged in extensive arm’s-length scttlement discussions and negotiations in respeet of this

Setilement Agreement;

K, AND WHEREAS as a resul? of these settlement discussions and negotiations, the Settling
Defendant and the Flaintiffs have entered into this Scttlement Agreement, which embodies all of
the terms and conditions of the settiement between the Plaintiffs and the Seitiing Defendant, both
individuelly and on behalf of the Settlement Class, subject to approval of the Courts;
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G.  AND WHEREAS the Plaintiffs have agreed to accept this settlement, in part, because of
the vahe of the cooperation the Settling Defendant hes made and agrees to render or make
available to the Plaintiffs and/or Class Counsel pursuant to this Settlement Agreement, as well as
the attendant risks of litigation in Jight of the jurisdictional issues relating to the Settling
Defendant, the potential defences that may be asserted by the Seitling Defendant and the
chatlenges of enforcernent against the Setiling Defendant in a foreign jurisdiction;

H.  AND WHEREAS the Plaintiffs recognize the benefits of the Seftling Defendant’s carly
cooperation in respect of the Proceedings;

L AND WHEREAS the Settling Defendant does not admit through the execution of this
Settlement Agreement any allegation of unlawful eonduct alleged in the Procecdings;

X AND WHEREAS the Plainiiffs and Class Counsel have reviewed and fully undersiand
the terms of this Settlement Agreement and, based on their analyses of the facts and law
applicable to the Plaintiffs’ claims, and having regard fo the burdens and expense in prosscuting
the Proceedings, including the risks and uncertainties associzted with trials and appeals, the
Plaintiffs and Class Counsel liave concluded that this Settlement Agreement s faiy, reasonable

and in the best interests of the Plaintiffs and the classes they seek o represent;

K. AND WHEREAS the Plainiiffs, Class Counsel and the Seitling Defendant agree that
neither this Settlement Agreement nor any statement made in the negotiation thercof shall be
deemed or construcd to be sn admission by or evidence against the Settling Defendant or
avidence of the truth of any of the Plaintiffs” allegations against the Seitling Defendant, which

the Settling Defendant expressly denies;

L. AND WHEREAS the Settling Defendant is entering into this Settlement Agreement in
order to achjeve a final and nation-wide resolulion of all claims asserted or which could have
been asserted against it by the Plaintiffs in the Proceedings or claims which could in the future be
brought on the basis of the same events, actions and omissions underlying the Proceedings, and
to avoid further expense, inconvenience and the distraction of burdensome and protracied

litigeticn;

169



.3

M. AND WHEREAS the Pariies therefore wish 1o, and hereby do, finally resolve on a
national basis, without admission of liability, ail of the Proceedings as apainst the Settling
Defendant;

N, AND WHEREAS for the purposes of settlement orly and contingent on approvals by the
Cowrts as provided for in this Settlement Agreement, the Partics have consented 10 certification
of the Ontarie Procceding and authorization of the Quebe¢ Proceedings as class proceedings and

have consented to a Settlement Class and 8 Common Issue in each of the Proceedings;

Q. AND WHEREAS for the pusposes of settlement only and coatingent on approvals by the
Courts as provided for in this Settiement Agreement, the Plaintifs have consented to 2 dismissal
of each of the Proceedmgs as against the Settling Defendant;

NOW THEREFORE, in consideration of the covenants, agreemenits and releases set forth herein
and for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, it is agreed by the Partics that the Proceedings be settled end dismissed with
prejudice as to the Settling Defendant only, without costs as to the Plaintiffs, the classes they
seek to represemt or the Settling Defendant, subject 10 the approval of the Courts, on the

following terms and conditions:

SECTION 1 - DEFINITIONS

For the purpose of this Settlement Apreement (as hereinafler defined):

(1) Affilintes mzans, in respect of any Person, any other Persoa or group of Persons that,
directly or indirectly throngh ane or more intermediaries, control, are: controlied by, or ere under
corunon control wilh, such Person first mentioned, and for the purposes of this definition,
“control” means the power to direct or cause the direction of the menagement and policies of a

' Person whether through the ownesship of voting securitiss, by contract or otherwise.

(2)  Approval Hearings means the hearings to approve the moiions brought by Ontario
Counsef before the Ontario Couri and Quebee Counsel before the Quebec Court, for such
Couris’ respective approval of the settlement provided for in this Settlement Agreement.

(3)  Auditers means, collectively, Emst & Young LLP and BDO Limited (formerly known as
BDO MeCabe Lo Limited).
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(4)  Class Counsel means, collectively, Ontario Counse! and Quebes Counsel.
(5)  Class Period means March 19, 2007 to June 2, 2011,

(6)  Common Issue in each of the Ontario Proceeding and Quebec Proceeding means: Did
the Settling Defendant make misrepresentations as alleged in this Proceeding during the Class
Period concerning the assets, business or transactions of Sino-Forest? If so, what damages, if
anny, did Settlement Class Members suffer?

{7y Courts means, collectively, the Ontario Court and the Quebec Cowrt.

(8  Defendants means, collectively, the Persons named as defendants in the Proceedings as
setout in Schedule A and any other Person who is added as a defendant in the Proceedings in the
future,

(9 Effective Date means the date when the Final Order has been received from the last of
the Ontario Court and the Quebec Court to issue the Final Order.

(10) Exeluded Person means the Defendants, their past and present subsidiaries, affiliates,
officers, directors, senior employees, pariners, legal representatives, heirs, predecessors
successors and assigns, and any individual who is a member of the immediate family of an

individual Defendant.

(1) Final Order means a final judgment entered by the Ontario Court or the Quebec Court in
respect of both: {i) the certification or authorization of the Ontario Proceeding ot the Quebec
Proceeding, respectively, as a class proceeding; and (if) the approval of this Settlement
Agreement; but only once the time to appeal such judgment has expired without any appeal
being taken, if an appeal lies or, once there has been affirmation of the certification or
authorization of a Procecding as a class proceeding and the approval of this Settlement

Agreement, upon a final disposition of 8]} appeals therefrom.
(12 MNon-Sertling Defendant means a Defendant that is not the Settling Defendant.

{13y Notice of Certification/duthorization ond Approval Hearings means the form or forms
of notice, agreed 1o by the Plaintiffs and the Settfing Defendant, or such other form or forms as
may be appraved by the Courts, which informs the Settlement Class of: (i) the cettification of the
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Ontario Proceeding or authorization of the Quebec Proceeding solely for the purposes of this
Settlement; (ii) the dates and locations of each of the Approval Hearings; {iii} the principal terms
of this Seitlement Agreement; (iv) the process by which Settlement Class Members can opt owt
of each of the Proceedings; and (v} the Opt Owt Deadline in respect of each of the Proceedings.

{14y Ontarie Proceeding means Ontarjo Court File No. CV-11-431153-00CP (Toronio).
(15)  Ontario Counsel means Siskinds LLP and Koskie Minsky LLP.
(16)  Ontorio Court means the Ontario Superior Court of Justice.

(17)  Opt-Out Administrator means the Person appointed by the Courts to receive and report

on Opt Quts,

(18)  Opt-Out Deadline means the date which is sixty (60) days aRer the date on which the
Notice of Certification/Authorization and Approval Hearings is first published.

(19) 0S4 means the Securities Att, RSO 1990, ¢ 8.5,

{(20)  Other Actlons means, without limitation, actions, suits, proceedings or arbitration, civil,
criminal, regulatory or otherwise, at law or in equity, other than the Proceedings, relating to
Released Claims commenced by 2 Settiement Class Member either before or after the Effective

[rare.

(21} Parties means, collectively, the Plaintiffs, Settlement Class Members and the Seutling

Defendant,

(22) Person means an individual, comoration, pasrtnership, limited parmership, limited
liability company, association, estate, legal representative, trust, trustee, execulor, benefiviay,
unincorporated association, government or any political subdivision or agency thereof, and any
other business of legal entity and their heirs, predecessors, successors, represeniatives, ot

assighees.

(23)  Plainnffs means the Persons named as plaintiffs in the Proceedings as set out in Schedule
A, and any other Persen who may in the futwre be added as plaintiff to either of the Broceedings.

(24)  PRC means the People’s Republic of China,
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(25)  Proceedings means, collectively, the Ontario Proceeding and the Quebec Proceeding.

(26)  Propertionate Ligbility means that pro;ﬁortinn of any judgment that, had they not scttled,
the Ontario Court would have apportioned to the Releasces.

(27}  QSA means the Quebec Securities Act, R.5.Q,, ¢. V-1.1

(28}  Quebec Class Members means all natural persons, as well as all tepal persons established
for a private interest, partnerships and associations having no more than fifty (50) persons bound
10 it by contract of employment under its direction or contrel during the twelve (12) month
period preceding the motion for authorization domiciled in Quebec (other than the Defendants,
their past and present subsicliaries, affiliales, officers, directors, senior employees, pariners, Jegal
representatives, heirs, predecessors, successors and assigns, and any individusl who is an
immediate member of the families of the individual pamed defendants) who purchased or
otherwise acquired, whether in the secondary market, or under a prospectus or other offering
document in the primary market, equity, debt or other securities of or relating to Sino-Forest
Corporation, from and including August 12, 2008 to and including June 2, 2011,

(29)  Quebec Counsel means Siskinds Desmeules s.e.n.o.rl.
(30)  Quebec Court means the Superior Court of Quebec.

{31)  Quebec Proceeding means Quebec Court (District of Quebec) Court file Mo, 200-06-
000132-111.

(32)  Released Claims means any and all manaer of claims, demands, actions, suits, causes of
aclion, whether class, individual or otherwise in rature, whether personal or subrogated, for
damages whenever incurred, obligations, labilities of any nature whatsoever ingluding, without
Hmitation, interest, costs, expenses, class a¢ministration expenses, penalties, and lawyers' fees
{inctuding Class Counsel's fees), known or unknown, suspected or unsuspected, in law, under
statute or in equity, that the Releasors, or any of them, whether directly, indirectly, derivatively,
or in any other capacily, ever had, now have, or kereaftér can, shall or may have, relating in any
way 1o any conduct anywhere, from the beginning of time to the date hereof, or in respect of any
mistepresentations (including, without limitation, any verbdl statements made or not made by the
Settling Defendant’s agents) directly or indirect]y relating to Sino-Foresy, ifs Subsidiarics
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{(including, without Hmitation, Greenhearl Greup Limited) and eother Affiltates and their
respective assets, business and transactions, whether contsined in or arising from vakuations or
reports precared by the Settling Defendant or any Releasee for Sino-Forest, its Subsidiaries
(including, without limitation, Greenheart Group Limited) and other Affitiates or elsewhere, or
relating to any conduct alieged (or which could have been alleged or could in the fulure be
alleged on the basis of the same events, actions and omissions) in the Proccedings including,
without limitation, any such claims which have been asseried, could have been asserted, or could
in the foture be asserted on the basls of the same events, actions and omissions wnderlying the
Proceedings, dircctly or indirectly, whether in Canada or elsewhere, as 8 result of or in
connzction with the events discussed in the reporis of Sino-Forest’s Independent Commitiee and
the June 2, 2011 report issued by Muddy Waters LLC in respest of Sino-Forest, its Subsidiaries
(including, without limitation, Greenheart Group Limited) and ather Affiliates,

(33)  Releasees means, joindy and severally, individually and collectively, the Settling
Defendan, its past and present, direct and indirect, Subsidiaries and cther Affiliates, and their
respective divisions, partners, insurers {solely in respect of any insurance policy applicabie to the
acts or omissions of the Settling Defendant, its past and present, direct and indireet, Subsidiaries
and other Affiliates), consuitants, sub-consultants, atorneys, agems and all other Persons that are
Affilistes of any of the forcgoing, and all of their respective past, present and future officers,
directors, employecs, agents, pariners, sharcholders, artomeys, tmstees, servants and
representatives and the predecessors, suceessors, purchasers, heirs, executors, edministrators and
assigns of each of the foregoing, excluding always the Nou-Settling Defendants and any of their
respective current or former Subsidiaries and other Affiliates, officers, dircctors, executives,

employees, shareholders, joint venturers and/ot parters.

(34)  Releasors means, jointly and severally, individually and colkecﬂvely,. the Plaintiffs and
the Settlement Class Members and their respective Subsidiaries and other Affiliates, and their
respective divisions, partners, insurers, consultants, sub-consultants and all other Persons that are
Affiliates of any of the foregoing, and all of their respective past, present and future officers,
directors, emplovees, ' agents, partners, sharcholders, attomeys, brustees, servanis and
representatives and the predecessors, successors, heirs, executors, administrators, representatives,

insurers and assigns,
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(35)  Semtlement Agreement means this agreement including the recitals and schedules.

(36)  Seitlement Class means, in respect of cach of the Ontario Proceeding and jhe Quebec

Proceeding, the settlement class defined in Schedule A.

(37} Settlement Class Member means a member of a Sefilement Class who does not vakidly

opt-out of that Senlement Class in accordance with section 4.1 and any orders of the Courts.
(38)  Sertting Defendant means Péyry (Beijing) Consuiting Company Limited.

(39)  Sino-Forest means Sino-Forest Corporation,

(40} Subsidiary has the menning aseribed to it in the Canada Business Corporations Act.

{41)  Undenpriters means Credit Suisse Securities (Canada), Inc,, TD Securities Inc., Dundee
Securitics Corporation, RBC Deminion Securities Inc., Scotia Capital Inc,, CIBC World Markets
Inc., Marrill Lynch Canada Inc., Canaceord Financial Lid., Maison Placements Canada Inc,
Credit Suisse Securities (USA) LLC, and Banc of America Securities LLC, inciuding, without

limitation, their respactive Subsidiaries and other Afiiliates and their raspective personmel.

SECTION 2 - SETTLEMENT APPROVAL
2.1 Best Efforts
The Parties shall use their best efforts to effecruate this seftlement and to secure the

prompt, complete and final dismissal with prejudice of the Proceedings and without furthes

recourse as agaiast the Senling Defendant.

2.2 Motions for Approval

{f)  Each of the Ontario Phaintifls and Quebcc Plaintiffs shail promptly bring moetions before
the Optario Court and the Quebec Court, respectively, for orders approving the notices deseribed
in section 10 herein, certifying the Ontario Proceeding and authorizing the Quebec Proceeding as

a class proceeding for settlement purposes only and spproving this Settlement Agreement.

(2)  The motions for approval of this Setticment Agreement referred 1o i section 2.2(1) shall

not be returnable until the Opt Out Deadline has passed.




(3)  The Ontario order certifying the Ontario Proceeding referred to in section 2.2(1) shall be
substantinlly in the form attached hereto as Schedule B-1, The Quebec order authorizing the
Quebec Procerding referred to in section 2.2(1) shall be substantially in the form atached hereto
as Schedule B.2,

(4} The Ontario order approving the Settlement Agreement referred to in section 2.2(1) shall
be substantizlly in the fonn attached hereto as Schedule C-1. The Quebec order approving the
Settlement Agreement referred to in section 2.2(1) shall be substantially in the form atiached
hereto as Schedule C-2.

(5}  The form and content of the orders approving the Settlement Agreement contemplated in
this section 2.2 shell be considered a material term of this Sctiiement Agreement and the failure
of any Court to approve the orders substantially in the form contemplated herein and attached as
schedules hereto shali constitutc a Non-Approval of Settlement Agrezment pursuant to section

5.1 of ks Setllement Agreement.

2.3 Pre-Mbption Confidentislity

(1) Until the first of the motions required by section 2.2 is brough, the Parties shall keep all
of the terms of this Sextlement Agreement, and any information or documents related thergto,
confidential and shall not disclose them without the prior written consent of coussel for the
Sextling Defendant and Class Counsel, as the case may be, except as required for the purposes of
financia)l reporting o1 the preparation of financial records (including, without iimitation. tax
raturns and financial statements) or as otherwise required by law, in which: case the Party seeking
to disclose shall provide at least fifteen (15) days written notice to the other Parties of the

proposed disclosure snd the basis for the propesed disclosure,

()  Any disclosurc of the terms of this Settlement Agreemenl, and any information or
documents related thereto, contemplated in subsection 2.3(1} or otherwise shall be for the sole
and exclusive purpose of seeking approval of this Seitlement Agrzement by the Courts and
facilitating the settlement of the Proceedings and refease of the Released Claims pursuant to the

terms of this Settlement Agreement.
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SECTION 3 - SETTLEMENT BENEFITS
3.3 Cooperativn — No Disclosure of Privileged Communieations

Nothing in this Setifernent Agreement shall require, or shall be construed to require, the
Settling Defendant to disclose or produce any documents or information prepared by or for
counsel for the Sentiing Defendant, or to disclose or produce any docwment or information in
breach of any order, regulatory directivc,' regmlatory policy, regulatory agreement or Jaw of any
Jwisdiction, or subject to solicitor-cliem privilege, litigation privilege, attorney-citent privilege,

work product docirine, common interest privilege, joint defence privilege or any other privilege.

3.2 Cooperation ~ No Disclosure of Docoments or Information Contrary to Privacy and
State Secrets Protection Laws

Nothing in this Settlement Agreement shall require, or shail be construed to require, the
Settling Defendant to disclose or produce any documents or information, where production of
such documents or information would potentiaily resull, in the reasonable judgment of the
Settling Defendant and its counsel, in a breach or viglation of any tederal, provincial, state or
local privacy Jaw, ot any law of a foreign jurisdiction, inchuding, without Hmitation, PRC privacy

and siate secrets protection laws.

3.3 Coopaoration ~ Ne Disclesure of Confidential Iuformation

Nothing in this Settlement Agreement shall require, or shall be construzd to reguire, the
Setiling Defendart to disclose or produce any confidential decuments or information that the
Settling Defandant holds wnder commercial arrangements where such disclosure or production
would potentially result, it the reasonable judgment of the Settling Defendant and ifs counsgl, in

a breach of contract,

34  Cooperation

(1} Tt is undersiood and agreed that all decuments and informatfon provided by the Settling
Defendant or Releasees to Plaintiffs and Class Counsel under this Setilement Agreement shall be
used only in connection with the prosecution of the claims in the Proceedings, and shall not be
used directly or indirectly for any other purpose. Plaintiffs and Class Counsc] agree that they

wiil not publicize the documents and information provided by the Senling Defendant beyond
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what is reasonably necessary for the prosecution of the Proceedings or as otherwise required by

law.

{2)  Within thirty (30} days of the Date of Execution or at a time mutoally agreed upon by the
Parties, the Settling Defendant shall provide, through a meeting between counsel for the Settling
Defendant and Class Counsel, an evidentiary proffer, which will include verbal information
velating to the allegations in the Proceedings including, without limitation, a2 summary of the
Settling Defendant’s material interactions and iavolvement with Sino-Forest, the Auditors and
the Underwriters; the Settling Defendant’s understanding of Sino-Forest’s business model as it
pertains to timber plantation, purchased forests and forestry management; and the Settling
Defendant's knowledge and understanding of Sino-Forest’s actual or purporteﬂ revenues and/or

assets during the Class Period,

(3)  Within thirty {(30) days of the Effective Date, or at a time mutvally agreed upou by the
Partics, the Settling Defendant shall provide copies of the following categories of documents
being within the possession, custody or control of the Settling Defendant and the Releasees:

(a)  docwmenis relating to Sinc-Forest, the Auditors or the Underwriters, or any of
them, as well as the dates, locations, subject matter, and participants in any
meetings with or about Sino-Forest, the Auditors or the Underwriters, or any of

them;

(b)  documents provided by the Settling Defendant or any Releasee to any state,
federal cr international government or administrative agency, without geographic
limitation, concerning the zifegations raised in the Procecdings, excluding

documents created for the purpose of being so provided; and

{c)  documents provided by the Settling Defencant or any Releases to Sino-Forest's

Independent Committee or the ad hos commitlee of noteholders.

() The obligation to produce documents pursuant 1o this section 3.4 shall be & continviag
obligation to the extent that material documents are identified foltowing the initial productions.
The Settling Defendant and Releasees make no representation that they have a complete set of

documents within any of the categories of information or documents described herein.
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{5)  To the extent that any document includes technical information within the expertise of
the Settling Defendant, Class Counsel may request, and the Settling Defendant shall provide, an
explanation sufficicnt for Class Counse! to understand the docurnent; however, in no event will

any liadility or further obligation attach to such explanation.

{6)  Following the Effective Date, the Settling Defendant and Releasees shall, at the request
of Class Counsel, upon reasonable notice, and subject to any legal restrictions, make reasonable
efforts to make available at a mutually convenient time, at a2 mutually agreed upon location in
North America, up to three (3) current or former employees of the Settling Defendant and
Releasees who have knowledgs of the allegations raised in the Proceedings to provide
information regarding the allegations raised in the Proceedings in a personal interview with Class
Counscl andfor experts retained by Class Counsel in the presence of|, and assisted by, counsel for
the Settding Defendant, provided that none of the employee(s) or former employee(s) are
required to travel to North America pursuant to this subsection 3.4(6) more than two (2) bmes
cach, Costs incurred by, and the expenses of, the employees of the Settling Defendant and
Releasees in relation to such interviews shall be the responsibility of the Settling Defendant. If
the employee(s) or former employee(s) contemplated in this subsection 3.4(6) refuse to provide
information, or otherwise cooperate, the Seitling Defendant shall use reasonable efforts to make
hir/her avsilable for an interview with Class Counse) and/or expents refained by Class Counsel
as eforesaid, The failure of the employee(s) or former employee(s) contemplated in this
subsection 3.4(6) to agree to make him or herself available, or to otherwise cooperate with the
Plaintiffs shall not constitute a breach or other violation of this Settlement Apreement, and shall
not provide any basis for the termination of this Settlement Agreement, provided that the Settling

Defexrdant has made reasonable efforts 10 cause such cooperation.

(N Subjeet 10 the rules of evidence and the other provisions of this Seitiement Agreement,
the Seutling Defendant agrees {c use reasonable efforts to produce at trial and/or discovery or
through affidavits aceeptable to Class Counsel or other testimony, (i) a current representative a5
Class Counsel and the Setling Defendant, acting reasonably, agres would be jualificd to
establish for admnission into evidénce the Settling Defendant and Releasees’ involvement with
Sino-Forest, the Auditors and the Underwriters; and (if) cusrent representatives as Class Counsel
and the Settling Defendant, acting reasonably, agree would be necessary to support the
submission into evidence of any information end/or doctuments provided by the Settling
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Defendant or any Releasee in accordance with this Settlement Agreement that Class Counse! and
the Settling Defendam, acting reasonably, agree might be reasonzbly necessary for the
prosecution of the Proceedings, including, without limitation, for the parpose of any motion

where such evidence is reasonably necessary.

(8  In connection with its provision of information, testimony and documents, the Settling
Defendant and the Releasees shall have the right to assert solicitor-ciient privilege, litigation
privilege and/or any other privilege, or to nssert a right to refuse production on the. basis of
privacy law, state secrets law, centractual confidentiality obligations or other rule of law-of this
or any other jurisdiction. To the extent that Class Counsel requests paricular documents,
information or other matetials from the Settling Defendant and the Settling Defendant does not
produce the requested documents, information or other roaterials on the basis of this provision, or
any other provision herein: (i) counsel for the Settiing Defendant shall provide Class Counsel
with a deseription of any such documents, information or ather matenials and a description of the
basis on which the Settling Defendant is not prepared to produce sald document, information or
other materiat sufficient for Class Counsel to assess the nature of that basis and the document,
information or other material, sxcept where providing such descriptions would, in the reasonable
judgment of counsel for the Settling Defendant, be contrary to privacy law, stale secrels law,
contractuat confidentiality obligations or other rule of law of this or any other Jurisdiction, in
which case counsel for the Settling Defendant will so advise; and (i) Class Counsel or counsel
for the Settling Defendant may seek 1o resolve any dispute arising from this subsection 3.4(8)
pursuant to the procedures set out in section 11,7 of this Settlement Agreement.

(9)  The Settling Defendant and Releasees waive any and all privilege relating to any specific
document that the Settling Defendant has agreed to produce in response to this section 3.4.
Notwithstanding the foregoing, nothing in this Seftiement Agreement shell require, or shall be
cansiued to require, the Setiling Defendant or any Releasee to disclose or produce any
documents or information prepared by or for counsel for the Settling Defendant during the
course of any of the Proceedings.

(16)  If any of the types of documents referenced in sections 3.1, 3.2 or 3.3 are accidentally or
inadvertently produced, such documents shall be promptly retumed to counsel for the Settling
Defendant and the documsnts and the information contained therein shall ot be disclosed or
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used directly or indirectly, except with the express writtert permission of the Settling Defendart,
end the production of such documents shall in no way be construed to hove waived in any

manner any privilege or protection attached to such documents.

(1) It is understood and agreed that the Plaintiffs, the Settlement Class Members and Class
Counse! shall not, without the express written consent of the Settling Defendant and its counsel,
directly or indirectly use any information or documents provided by the Settiing Defendant or
any Releasee, or received from the Settling Defondant or any Releasee in connection with this
Setlement Agreement, for any purpose other than the prosecution of the claims in. the

Proceedings, nor disclose or share with any other Persons (including, without limitation, any

regulator, agency or organization of this or any other jurisdiction), any information or documents
obtained from the Settling Defendant in connection with tds Settlement Agreement or any
information conveyed by caunsel for the Settling Defendant or any Releasee, cxcept in the event
that a court in Canada expressly crders such information or documents to be disclosed. In no
circumstances, however, may the Plaintiffs, the Settlement Class Members and/or Class Coumsel
apply for or consent 10 such an ordet, and promptly, upon becoming aware of an application or
rmotion for such an arder, Class Counsel shall immediately notify the Settling Defendant of the
application or motion in order that the Settling Defendant may intervene in such procecdings.
The disclosure restrietions set forth in this subsection do not apply to otherwise publicly

available documents and information.

(12) The Settling Defendant and Releasees™ obligations to cooperate as particularized in this
section 3.4 shall not be affected by the release provisions contained in section 6 of this
Settlement Agreement. The Settling Defendant and Releasses’ obligations to cooperate shall
cease at the date of final judgment or order in the Proceedings against all Defendants, including,
without limitation, an order approving a settlement berween the Plaintiffs and the Non-Settling
Defendants and/or an order dismissing the Proceedings. In the event the Setiling Defendant or
any Releasee materially breaches this section 3.4, Cless Counsel may move before the Courts to

enforce the teams of this Sertlement Agrezment,

(13) The provisions set forth in this section 3.4 shall constitute the exclusive means by which
the Plaintiffs, the Settlement Class Members and Class Counsel may obtain disccvery from the
Settling Defendant, its current and former directors, officers or employees and the Releasees, and
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the Plaintiffs, the Settlement Class Members and Class Counsel shall pursue no other means of
discovery against the Settling Defendant, its current and former diréetors, officers or employees
and the Releasess, whether under the Jaws or rules of any jurisdiction.

(14) A material factor influencing the Settfing Defendant’s decision to execute this Sstilement
Agreement i3 its desire to limit the burden and expense of this litigation. Accordingly, Class
Counsel agree to exercise good faith in seeking cooperation from the Seutling Defendant and any
Releasee and t0 avoid seeking information that is unnecessary, cumulative or duplicative and
agree otherwize to aveid imposing undue or wireasonable burden or expense on the Settling
Defendant or Releasees.

SECTION 4 - QPTING-OUT
4.1 Procedure

(1) A Person may opt-out of the Proceedings by sending a written election to opt-out, signed
by the Person or the Person’s designee, by pre-paid mail, courier, fax, or email to the Opt-Ou
Adminisirator at an address fo be identified in the Notice of Certification/Authorization and
Approval Hearings, Residents of Quebec must also send the written ¢lection to opt-ott by pre-
paid mail or courder to the Quebec Court at an address to be identified in the Noticz of

Certification/Authon 2ation and Approval Hearings.

(2)  An election to apt-out will only be effective if it is actually received by the Opt-Out
Administrator on or before the Opt-Out Deadhine.

(3)  The written election to opt-out must contain the following information in order to be

effective:
(a)  the Person’s full name, current address and telephone number;

(b)  the name and number of Sino-Forest securities purchased during the Class Peried
and the date and price of each such transaction;

{¢) a statement to the effect that the Person wishes to be excluded from the
Proceedings; and

A{d) the reasons for opting out,
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(4)  Quebec Class Members who have commenced proceedings or commence proceedings
against any of the Defendants with respect to llie matters at {ssue in the Quebec Proceeding and
fail to discontinue such proceedings by the Opt-Out Deadline shal] be deermed to have opted eut
of the Quebec Proceeding. Quebec Counsel watrant and ropresent that, to the best of their
knowledge, no such action has been cormmenced 2s of the date this Settlement Agreement was

executed by it.

4.2 Opt-Out Report

Within fiftesn (15) days of the Opt-Out Deadline, the Opt-Out Adminisirator shall
provide to the Settling Defendant a report containing the following information in respect of each,
Person, if any, who has validly end timely opted out of the Proceedings:

(8}  the Person’s full name, curreat address and telephone number;
(b)  the reasons for opting out, if given; and

(¢)  acopy of all information provided in the opt-out process by the Person clecting to

opt-out,

SECTION 5~ NON-APPROVAL OF SETTLEMENT AGREEMENT

5.1 Effect of Non-Approval of Settlement Agreement

1n the event of non-approval of the Setifement Agreement by either of the Ontane Court
or the Quebec Court:

(2)  any order ceriifving or authorizing a Proceeding as a class action on the basis of the
Seitlernent Agreement or approving this Settiement Agreement shall be set aside and
declared null and void and of no force or effect, and anyone shali be estopped from

asserting otherwise;

(b}  to the extent that any Court is resisiant o setting aside any order centifying or
authorizing the Proceeding as a class action solely for settiement purposes, Class
Counsel underiakes 1o, on a best efforts basis, assist the Settling Defendant in having
such an order set aside and shall, if requested by the Settling Defendent, bring a
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motion on behalf of the Plaintiffs to set aside any order certifying or authorizing the

Proceeding as a class action solely for settlement purposes;

any prior certification or authorization of a Proceeding as a class proceeding,
including, without limitation, the definitions of the Seitlement Class and the
Common Tssus, shall be without prejudice to any position that any of the Parties may
later iake on any issue in the Procecdings or any other litigation;

within ten (10) days of such ron-approval having occurred, Class Counsel shall
destay: (i) all documents and other materials provided by the Seitling Defendant or
any Releasee; and (if) alt documents and other materials containing or reflecting
information derived from any documents or other materials provided by the Senling
Defendant or any Releasee or conveyed by counsel for the Settling Defendant,
through the evidentiary proffer process described in subsection 3.4(2} herein or

otherwise,

To the extent Class Counsel or the Plaintiffs have disclosed atty documents or other
materials provided by the Settling Defendant or any Releases 1o any other Person,
Class Counsel shall, within ten (10) days, recover and destroy such documents and
other materials and shall provide the Settling Defendant and Releasess with a wriften

cerlification by Class Counsel of such destruction.

Nothing contained in this section 5.1 shall be consirued to require Class Counsel {o

destroy any of their work product; and

subject to section 5.2 herein, all obligations pursuant 1o this Settlement Agreement
shall cease immediately.

52  Survival of Provisions After Noo-Approval of Settlement Agreement

If this Settlement Agreement is not approved by the Courts, the provisions of seetions 3,

3.1, 2nd 8.2, and the definitions and Schedules applicable thereto shall survive the non-approval
and continue in full force and effect, The definitions and Schedules shall survive only for the
limited purpose of the interpretation of sections 3, 8.}, and 8.2 within the meaning of this
Seitlement Agreement, but for no other purposes. All other provisions of this Seitlement
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Apreement and all other obligations pursuant to this Settlement Agreement shall cease
Immediately,

53 Reservation of Righfs in the Event of Non-Approval of Settlement Agrecment

Except as may be set forth in this Settlement Agrecment, the Setiling Defendant and
Plaintiffs expressly reserve all of their respective rights if this Settiement Agresment does not
become effective or is not approved by the Courts and the Plaintiffs hersby expressly
acknowledge that they will not, in any way whatsoever, use the fact or existence of this
Settlement Agreement or related documents and information as any form of admission, whether

of Jiability, process, wrongdaing, or otherwise, of the Setiling Defendant.

SECTION 6 - RELEASES AND DISMISSALS
6.1  Release of Releasecs

(1)  Upon the Effective Date, and in consideration of the cooperation of the Senling
‘Defendam and the Releasees pursuant to this Settlement Agreement, and for other valuable
consideration sat forth in the Settiement Agreement, the Releasors forever and absolutely release
the Releasces from the Released Clalms.

(2} The Releasors are aware that they may hereatier discover claims or facts in addition to or
different from those they now know or believe to be true with respect to the matters giv_ing rise ¢
the Released Clalms. Nevertheless, it is the iniention of each of the Releasors. to fully, finally
and forever settle and release the Released Claims. In furtherance of such intention, the release
given herein shall be and remain in effect 25 a full and complete release of all Released Claims,
notwithstanding the discovery or existence of any additional or different claims or facts relative

thereto.

6.2  Covenant Not To Sue

Notwithstanding section 6.1, for any Settlement Class Members resident in any province
or territory where the release of one tonfeasor is a release of all other tortfeasors, upon the
Effective Dare, the Releasors do-not release the Releasees but instead covenant and underiake
aot to make any claim in any way or to threaten, commence, participate in or continue any
proceeding in any jurisdiction against the Releasees in respect of or in relation to the Released

Claims.
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6.3  No Further Clahns

The Releasors shall not now or hereafter institute, contipue, maintain or assert, or
atherwise join, assist, ald or act in comeert in any manner whatsgever, either directly or
indirectly, whether in Canada or elsewhere, on their own behalf or on behalf of any class or any
other Pefson, any action, suit, proceedings, arbitration, cause of action, ¢laim or demand,
whether civil, criminal, regulatory or otherwise, against any Releasee or any other Person who
may ¢laim contribution or indemnity from any Releasee arising from, in respect of or in
connection with any of the matiers -?g;iving rise to any Released Claim or any matter related
thereto, except for the continuation of the Proceedings against the Non-Settling Defendants.

64  Dismissal of the Proceedings

Upon the Effcctive Date, sach of the Ontario Proceeding and the Quebec Proceeding
shall be dismissed with prejudice and without costs as against the Settfing Defendant.

6.5  Dismissal of Other Actions

(1)  Upon the Effective Date, each Settlement Class Member shall be deemed o consent to
the dismissal, withowt costs or further recourses and with prejudice, of his, her or its Other
Actions againgt the Releasees,

(2)  Upon the Effective Date, all Other Actions in each of the Courts’ respestive jurisdictions
commenced by any Settlement Class Member shall be dismissed against the Releasees, without

costs or further recourses and with prejudice.

SECTION 7 - BAR ORDER AND OTHER CLATMS
7.1 Ontarto Bar Oxder

(1Y  The Plaintiffs in the Ontario Proceeding shall seek a bar order from the Ontario Court

providing for the following:

(a) All¢laims for contribution, indemnity or other claims over, inchuding, without
limitation, potential third party claims, al commor Jaw, equity or pursuant to the
OSA ot other statute, whether asserted, unassetted or asserted in @ representative
capacity, inclusive of interest, taxes and costs, relating to the Released Claims, which
were or could have been brought in the Proczedings or dtherwise, or could in the
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furure be brought on the basis of the same eveats, actions and omissions underlying
the Proceedings or otherwise, by any Non-Setiling Defendant or any Party or other
Releasor against a Releasee are barred, prohibited and enjoined in accordance with
the terms ¢f this section 7.1,

If the Court determines that there is a right of contribution and indemnity or other
claims over, whether in equity or in law, pursuant to the 0S4 or other statute, or

otherwise:

i the Ontario Sattlernent Class Members shall not be entitled to claim or
recover from the Non-Settling Defendants that partion of any damapes
(including punitive damages, if any), restitutionary award, disgorgement
of profits, interest and costs that corresponds to the Proportionate
Liability of the Releasees proven at trial or otherwise; and

if. this Court shall have full authority 1o determine the Proportionate

Liability of the Releasess at the trial or other disposition of this action,

. whether or not the Releasees appear at the trial or other disposition and

the Proportionate Linbility of the Releasees shall be determined as if the

Releasees ate parties to this action and any determination by this Court

" {n respect of the Proportionate Liability of the Releasecs shall only apply

in this action and shall not be binding on the Releasees in any other
proceedings.

After the Ontario Proceeding has been certified as a class action and all appeals or
Bmes to appeal from such cenification heve been exhausted, a Non-Seitling
Defendant may make a motion to the Court on at least twenty (20) days notics, and
to be determined as if the Seﬁliug Defendant is party 1o this action, seeking orders
for the following:

i, documentary discovery and an affidavit of documents in accordance
with the Rules of Civil Procedure, OReg. 194 from the Senling
Defendant;

i, oral discovery of a representative of the Sewling Defendant, the
transeripts of which may be read in at trial;

i, leave to scrve a request to admit on the Scitling Defendant in respect of
fagtual matters; and/or

iv. the production of a representative of the Settling Defendant to testify at
tral, with such witness or witnesses to be sobject to cruss-examination
by counsel for the Non-Settling Defendants,
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The Settling Defendant retaing all rights to eppose such moton(s) brought under
subsection 7.1{1X¢).

A Non-Settling Defendant may effect service of the motion(s) referred to in
subsechion 7.1{1 Xc) on the Settling Defendant by service on counsel of recard for the
Settling Defendant in the Qntario Proceeding.

To the extent that an order is granted pursuant to subsection 7,1(1)(c} and discovery
is provided to a Non-Settling Defendant, a copy of all discovery provided, whether
oral or documentary in nature, shall promptly be pravided by cotnsel for the Settling
Defendant to Class Counsel on behalf of the Plaintiffs.

7.2 Quebec Bar Order

(1) The Plaintiffs in the Quebec Proceeding shall seck a bar order from the Quebec Court
providing for the following:

()

(b)

{©

@

the Plaintiffs and the Settlement Class Members in the Quebes Proceeding expressly
waive the benefit of solidarity against the Non-Settling Defendants with respect 10
the facts, deeds and omissions of the Senling Defendant;

the Plaintiffs and the Settlement Class Members in the Quebec Proceeding shail
henceforth only be able to clain: and recover damages, including punitive damages,
attributable to the conduct of the Non-Settling Defendants;

any action in warranty or other joinder of parties to obtain any contribution ar
indemnity. from the Settling Defendant or relating to the Released Claims shall be
inadmissible and void in the context of the Quebec Proceeding; and

the Quebee Court retains an ongoing supervisory role for the purposes of gxecuting
this section 7.2, as well as ali procedural aspects of the Quebec Proceeding, and all
issues regarding this section 7.2 or any other procedural lssues shall be resolved
under special case management and according to the Quebec Code of Civil
Prececure, and the Setling Defendant shall acknowledge the jurisdiction of the
Quebec Court for such purpases,
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73 Claims Against Other Persons Reserved

Except as provided herein, this Semlement Agreement dees not settle, compromise,
release or limit in any way whatsogver any claim by Settlernent Class Members against any

Peyson other than the Setiling Defendant and the Releasees.

7.4 Material Term

The form and content of the bar orders contemgplated in this section 7 shall be considered

a material term of this Serlement Agresment and the failure of any Court to approve the bar

rders contemplated herein shall constitute a Non-Approva! of Settlement Agresment pursvant to .

section 5.1 of this Settlement Agreement,

SECTION 8 - EFFECT OF SETTLEMENT
8.1  No Admission of Liability

Whether or not this Scttlement Agresment is approved by the Courts:
{i)  (his Settlement Agreement and anything contaired hetein,

(i)  any and a}l negotiations, documents, discussions and proceedings associated with

this Settlement Agreement, and
(it)  any acijon taken to carry out this Settlement Agreament,

shall not be deemed, construed or interpreted to be an admission of any violatien of any statute
or law, or of any wrongdoing or liability by the Settling Defendant or by any Releasee, or of the
truth of any of the claims or allegations contained in the Proceedings or any other pleading filed

by the Plaintiffs or any other Settlement Class Member.

8.2  Agreement Not Evidence

The Parties agres that, whether or not approved by the Courts:
{i) this Settdement Agreement and anything contained herein,

(i)  ary and all negoliations, decuments, discussions and proceedings associated with

this Settlement Agreement, and
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(i) any action taken to carry out this Settlement Agreement,

shall not be referred 1o, offered as evidence or received in evidence i any pending or fiture
civil, criminal or administrative action or proceeding, except in 2 proceeding to approve and/or
enforce this Settlement Agreement, or to defend against the assertion of Released Claims, or as
otherwise required by law. ‘

83 Mo Further Litigation

No Class Counsel, nor anyone currently or hereafter employed by, associated with, or 8
partmer with Class Counsel, may directly or indirectly participate or be involved in or in any way
assist with respect to any claim made or action commenced by any Person which relates to or
arises from the Released Claims, except in relation to the continued prosecution of the
Proceedings against any Non-Settling Defendant, Moreover, these Persons may not divulge to
anyone for any putpose any Information obtajned in the course of the Proceedings or the
negotiation and preparation of this Seitlement Agreement, except to the extent such information
is otherwise publicly available or unless ordered to do s0 by a count,

SECTION 9 - CERTIFICATION OR 7
AUTHORIZATION FOR SETTLEMENT ONLY

(1)  The Parties agrce that the Omtario Proceeding shall be certified, and the Quebec
Proceeding shall be autharized, as class proceedings solely for purposes of settlement of the
Proccedings and the approval of this Setilement Agreement by the Courts.

(2)  The Plaintiffs agree that, in the motions for certification of the Ontario Proceeding and
for authorization of the Quebec Proceeding as class proceedings and for the approval of this
Setilement Agreement, the only commaon issue that they will seek to define is the Common Issue
and the only classes that they will assert are the Sc-ttle'ment Classes.

SECTION 10 - NOTICE TO SETTLEMENT CLASSES

10.1 Regquired Notice
The proposed Setllement Classes shall be given Notice of Certification/Authorization and
Approval Hearings.
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10.2 Form and Distribution of Notiees

(1) The form of notice referred to in section 10.} and the manner and extent of publication
and distribution of the notice shall be as agreed to by the Plaintiffs and the Setiling Defendant
and approved by each of the Courts,

(2}  The Seitling Defendant shall pay the costs of the notice required in section 10.1 and the
cost of the Opi-Out Administrator, provided that such costs shall not exceed $100,000 CAD
(exclusive of ail applicable taxes). Any costs in excess of $100,000 CAD (exciusi'vc of all
applicable taxes), shall be bome equally by the Settling Defendant and the Plaintiffs.

SECTION 11 - MISCELLANEOUS
1t.1 Motions for Directions

{1)  Class Counsel ot the Settling Defendant may apply to the Courts for directions in respect
of the interpretation, implementation and administration of this Sertlement Agrecment. Unless
the Courts ordet otherwise, motions for directions that do not relate specifically to the Quebes

Proceeding shall b determined by the Ontario Court.

()  All motions coniemplated by this Settiement Agreement shall be on notice to the

Plaintiffs and Settling Defendant, as apprapriate,

112 Class Counsel to Advise Settling Defendant of Status of Proceedings

Class Counsel agrees to provide information as lo the stats of Ihe Proceedings in
response to reasonable requests made by the Setiling Defendant from tinie to time as to the status
of the Proceedings. Upon reasonable request, Class Counsel will prompily provide counsel for
the Settfing Defendant with electronic copies of all affidavit material and facta exchanged in the
Proceedings, unjess preciuded from doing so by coust order.

11.3 Headingy, ete.
In this Setflersent Agreement:
{(a) the division of the Settlement Agreement imto sections and the inpsertion of

headings are for convenience of reference only and shall not affect the

construction or interpretation of this Settiement Agreement;
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(b)  words in the singular include the phural and vice-versa and werds in one gender
include all genders; and

{¢) the terms “this Settlement Agreement”, “hereof’, “hereunder”, “herein®, and
similar expressions refer to this Settlemnent Agreement and not to any particular
section or other portion of this Settlement Agreement.

11.4 Computation of Time

In the computation of time in this Settlement Agresment, except where a contrary

intention appears,

(a)  where there is a reference to a number of days between two events, the number of
days shall ke counted by excluding the day on which the first event happens and
including the day on which the second event happens, including all calendar days;

and

(b)  only in the case where the time for doing an act ¢xpires on a holiday, the act may
be done on the next day that is not a holiday.

11,5 Oungeing Jurisdietion

(1) Each of the Courts shall retain exclusive jurisdiction over each Proceeding commenced in
its jurisdiction, and over the Parties thereto, '

()  No Pary shall ask a Court to make any erder or give any direction in respect of any
matter of shared jurisdiction unless that order or direction is conditional upon a compifmentary

order or direction being made or given by the other Court(s) with which it shares jurisdiction

over that matter.

(3} The Plaintiffs and the Non-Scttting Defendant may apply to the Omtario Court for
direction in respect of the implementation, administration and enforcement of this Settlernent

Agreement.

11.6  Geverning Law
This Settlement Agreernent shall be governed by and construed and interpreted In

accordance withs the laws of the Province of Ontario, save for matters relating exclusively to the
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Quebec Class Members, which matters shall be govemned by and construed and interpreled in
accordance with the Laws of the Provinee of Quebec shall apply.

11,7 Disputes

(1) Subject 1o subsection 11.7(2) herzin, if there is a dispule regarding the ap;ﬁ[icability of
anty provision or term of this Settiement Agreement which cannot be resolved through reasonable
discussions and negotiations as between Class Counse] and counsel for the Settling Defendém,
such dispute(s) shall be submitted to the Ontario Court for resolution, save for dispute(s) rejating
exclusively to the Quebee Class Members, which dispute(s) shall be subminéd to the Quebec
Coust for resolution. The costs of any such dispute shall be shared by the pasties to the dispute
according to the degree to which they do or do not prevail on their respective claims (i.e., with
the losing party besring the greater share), as determined by the Ontario Court or the Quebec
Court, as the case may be. To the extent that any dispute contemplated in this subsection 11.7(1)
involves or requires a determination as 1o whether any documents or other materials shall be
required to be disclosed pursvant 1o this Settlement Agreement, Class Counsel and counsel for
the Settling Defendant agree to seck, on a consent basis, a sealing order of other appropriste
relief such as to ensure that any such documents or other materials shall remain confidential and
shall not form part of the pubtic Ontario Court record or the Quebee Court record, as the case
may be,

(2)  To the extent that any dispute contemplated in this section 11.7 involves or requires a
determination as to whether any doeuments, information or other materials are prohibited from
being disclosed by the Settling Defendant pursuant to any foreign privacy law, foreign stale
scorets law or other law of @ forsign judsdiction, Class Counsel and cotnsel for the Settling
Defendant agres to seek, on a joint and reasonable efforis basis, the requisite approval for the
disclosure or export of snch documents or other materials from the relevant authorities of the

applicable forsign jurisdiction.

11.8  Joint and Severable / Indivisible
Al of the obligations of the Plaintiffs and the Releasors in this Settlement Agreement arg

joint and several (in Quebec, solidary) amongst them and ere indivisible under. the laws of

Quebec, Al of the obligations of the Settling Defendant and the Releasees in this Settlement
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delay for appeal from which shall have expired without any appeal having been lodged: (i) none
of the Plantiffs, the Releasors and Class Counsel shall take any ection or omit to take any action
that js inconsistent with the purposes and scope of this Seitlement Agreement; and (i) none of
the Settling Defendant, the Releasees and their respective counsel that are pasty hereto shall take
any action or omii to take any sction that is inconsistent with the purposcs and scope of this
Seuiemcnt Agreement.

11.13 No Assignment

None of the Plaintiffs and the Releasors has heretofore assigned, transferred or granted,
or purported to assign, transfer or grant, any of the claims, demands and causes of action
disposed of hy thia Settlemen? Agreement including, without limitation, any of the Released
Claims,

1114 Third Party Beneficlaries

The Plaintiffs acknowledge and agree, on their behalf and on behalf of alf Releasors, that
the Releasees other than the Settling Defendant are third party beneficiaries of this Seftlement
Agtesment, and that the obligations and agreements of the Plaintiffs and the Releasors under this
Settlement Agreement are expressly intended 1o benefit all Releasees despite not being
signatories to this Senlement Agretment.

11.15 Counterparts

This Settlement Agreement may be excested in counterparts, all of which taken together
will be deemed to constitute one and the same agreement, and a facsimile signature shall be
deemed an original signature for purposes of exeouting this Settlement Agreement.

11,16 Negotiated Agreement

This Settiement Agreement has been the subject of nepotiations and discussions among
the undersigaed, each of which has besn represented and advised by compeient counsel, so that
any statute, case law, or rule of interpretation or construction that would or might cause any
provision o be construed against the drafter of this Setilemen Agreement shall have no force
and effect. The Partles further agrze that the kmguage contained in or net corttained in previous
drafts of this Sertlement Agreement, or any agreement in principle, shatl have no bearing upon
the proper interpretation of this Settlement Agreement.
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11.17 Language

Toe Partics acknowledge that they have required and consented that this Settlement
Apreement and all related documents be prepared in English; les parties recomnaissent avoir
exigé que la présente convention et tous les documents connexes sofent rédigés en anglais. If a
French translation is made, the English version will have precedence.

11,18 Transaction

This Seftlement Agreement constitutes a transaction in accordance with Articles 2631
and following of the Civi{ Code of Quebec, and the Parties are hareby renouncing to any errors of
fact, of law and/or of caloulation.

11.19 Recitals

The recitals to this Settlement Agreement are true emd form an integral part of the
Settlement Agreement,

1120 Schedufes
The Schedules annexed hereln form an Integral part of this Setilement Agreement.

1121 Acknowiedgements

Each of the Parties hereby affirms and acknowiedges that:

(a) e, she or a representative of the Party with the aushority to bind the Party with
respect to the matters set forth herein has read and undersiands the Setiernent

Agpreement;

(»)  the terms of this Settlement Agreement and the effects thereof have been fally
cxplained to him, her or the Party’s representative by his, her or its counsel;

(c) e, she orthe Party’s representative fully understands each tesm of the Settlement
Agreement and its effect; and

(d)  no Party has reliad upon any statement, representation or inducement (whether
material, false, negligently made or otherwise) of any other Farty with respect to
the first Party’s decision to execute this Settierment Agreement.
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1122 Authorized Signatures

Each of the undersigned represcrts that he or she is fully avthorized to enter into the
terms and conditions of, and to exetute, this Sertlement Agreement.
11.23 Notfice

Where this Settlement Agreement requires a Pariy to provide notice or any other
communication or document to another, such notice, communication or dogument stiafl be
provided by email, facsimile or letter by overnight delivery to the representatives for the Pariy to

whom notice is being provided, as identified below:

For Plaintiffs in the Omtario Proceedings and for Ontario Counsel;

Charles M. Wright Kirk M. Baen

Siskinds LLP Koskie Minsky LLP

Barristers and Solicitors Barristers and Solicitors

680 Wajerloo Street 20 Queen Street West, Suite 900, Box 52
London, ON No6A 3V8 Toronte, ON MS5SH 3R3

Telephone: 519-660-7733 Tel: 416.555.2117

Facsimile: 519-660-7754 Fax: 416.204.2889

Email: charles. wright@siskinds.com ~ Email: kbaert@kmlaw.ca

For Plaintiffs in the Quebec Proceedings and for Quebec Comsel
Simon Hébert

Siskinds Desmeules s.e.n.er.l.

Les promenades du Yienx-Quebec
43 rue Buade, burean 320

Quebee City, QC G1R 4A2

Telephone: 418-694-2009
Facsimile: 418-654-0281
Email: shmon.hebert@siskindsdesmeules:com
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For Settling Defendant
in the Ontario Proceeding:

John J, Pirle

Bzlter & McKenzie LLP
Barristers & Solicitors
Brookfield Place
Bay/Weilington Tower

181 Bay Street, Suite 2100
Teronto, Ontariec MSJ 2T3
Cunada

Telephone: 416.865.2325
TFax: 416.863.6275
Emnil: john.pirief@bakermckenzie.com
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For Setiling Defendant
in-the Quekee Proceeding

Bemard Gravel

Lapointe Rosenstein Marchand Melangou,
LLP

1250 René-Lévesque Bivd. West, Suite 1400
Montreal, Quebec, H3B §EI

Canada

Telephone: 514.925.6332
Fax: 5149255082
Email: bemard.gravel@irmm.eom




1874 Daoie of Execution

VR

The Parties have executed this Settlement Agreement as of thy date on the cover page.

By

Norie: . Siscinds LLP
Title:  Ontanic Counsel

By:

‘:/""'H_"}'/ p——

Namé™ Koskie Minsky LLP
Titie: Ontario Counse!

By: - ‘:T*:..q_.._,l_,‘“?,' /_}éf’

Nams Qq..,#.skz}bdyb&ﬂames senmeri
Title:  Quebén Counscl

POYRY (BEIFING) CONSULTING

COMPANY LIMITED &A
By: !\)u‘ S Eg" \ )

Neme: or & MeKenzie LLP
Tide;  Counsel for the Seitliag
Pefendant in Cntario

\‘ - f’fg’f%rf (,/f{‘,‘:;#w

NAme:  Lapointe Rosenstein Morchand
Melangon, LLP

Title:  Counsel for the Sctiling
Defendant in Queobee
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SCHEDULE A - PROCEEDINGS

Proceeding Plaintiffs Defendants Settlement Class
Ontario Superior | The Trustees of the | Sino-Forest Corporation, All persons and
Court of Justice { abourers’ Pension | Emst & Young LLP, BDO | entities, wherever
Court File No. Fund of Central And | Limited (formerly known | they may reside who
Cv-11-431153- Eastern Canada, the | as BDO McCabe Lo acquired Sino Forest’s
00CF (the Trustess of the Limited), Allen T.Y. Chan, | Securities during the
“ | “Ontario Intemational Union | W. Judson Martin, Kai Kit | Closs Period by
Proceeding™) of Operating Poon, David J. Horsley, distribution in Canada
Engiveers Local 793 | William E. Ardell, James | or o the Toronto
Pension Plan for P. Bowland, James M.E. | Stock Exchange or
Operating Engineers | Hyde, Edmund Mak, othet secondary
in Ontarie, Sjunde Simon Murray, Peter market in Canada,
Ap-Fonden, David Wang, Garry J. West, which includes
Grant and Rotert Payry (Beijing) Consulting | securilies acquired
Wong Company Limited, Credit over-the-counter, and
Suisse Securities (Canada), | il persons and
Ine., TD Securifies Inc,, entities who acquired
Dundee Securities Sino Forest's
Corporation, RBC Securities during the
Dominion Securities Inc., | Class Period who are
Scotia Capitel Inc., CIBC | resident of Canada ar
World Markets Inc., were resident of
Merill Lynch Canada Inc., | Canadaat the time of
Cansccord Financial Lid,, | acquisition, except the
Maison Placements Canada | Excluded Persons.
inc., Credit Suisse
Secourities (USA) LLC and
Banc Of America
Securitles LLC
Supertor Court of | Guining Lin Sino-Forest Corporation, | All natural persons, s
Quebec (District Emst & Young LLP, Allen | well as all legal
of Québec), File T.Y. Chan, W. Judson persons established
No. 200-06- Mariin, Kai Kit Poon, for a private inlevest,
000132-111 (the David J. Horsley, William | partnerships and
“Quebet E. Ardel}, James P. associations having no
Procecding”) Bowland, James M.E. more than fifty (50)
Hyde, Edmund Mak, persons bound 1o by
Simon Murray, Peter contract of
Wang, Garry J. West emyployment under ils
and Poyry (Beijing) direction or control
Consulting Company during the twelve (12)
Limited month peried ‘
preceding the raotion
for authorization
domieiled in Quebec
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Proceeding

Phaintiffs

Pefendants

Setilement Class

{other then the
Defendants, their past
and present
subsidiaries, affiliates,
officers, directors,
senior employees,
pariners, legal
representatives, heirs,
predecessers,
successors and
assigns, and any
individual who is an
{mmediate member of
the families of the
individual named
defendants) who
purchased or
otherwise acquired,
whether in the
gecondary market, or
under a prospectus or
other offering
document in the
ptimary market,
equity, debt or other
securities of or
relating 1o Sino-Forest
Corporation, from and
including August 12,
2008 to and including
June 2, 2011,
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Schedule B

SINO-FOREST CORPORATION CLASS ACTION
TO CURRENT AND FORMER SINO-FOREST SHAREHOLDERS AND
: NOTEHOLDERS
Notice of Settlement with Péyry (Beijing) Consulting Company Limited

This notice is to everyone, including non-Canadians, who acquired Sino-Forest
Corporation (“Sino-Forest”) securities in Canada or in a Canadian market between
March 19, 2007 and June 2. 201 1.

READ THIS NOTICE CAREFULLY AS IT MAY AFFECT YOUR LEGAL RIGHTS.
‘ YOU MAY NEED TO TAKE PROMPT ACTION.

IMPORTANT DEADLINE:

Opt-Qut Deadline (for individuals and entities that wish
10 exclude themselves from the Class Action. See page J ®
{or more details.):

Opt-Oui Forms will not be accepted after this deadline. As a result, it is necessm;v that yorut act
witheut delay.

COURT APPROYAL OF THE CLASS ACTION SETTLEMENT

In June and July of 2011, class actions were commenced in the Ontario Superior Court of
Justice (the “Ontario Proceeding”) and the Québec Superior Court (the “Québec Proceeding™)
(collectively, the “Proceedings”) against Sino-Forest, ils senior officers and directors, its
auditors, its underwriters and a consulting company, Poyry (Beijing} Consulting Company
Limited (“Péyry (Beijing)?). The actions alleged that the public filings of Sino-Forest
contained false and misleading statements about Sino-Forest’s assets, business, and
transactions.

Since that time, the litigation has been vigorously contested. On March 30, 2012, Sino-Forest
obtained creditor protection under the Companies’ Creditors Arrangement Act (the YCCAAY),
which allowed an interim stay of proceedings against the company. Orders and other
materials relevant to the CCAA proceeding can be found at the CCAA Monitor’s website at
hitp:/cfeanada. tticonsulting.com/sfe/. Ten days before the stay of proceedings was ordered,
on March 20, 2012, the plaintiffs entered into a settlement agreement with Poyry (Beijing)
that sought to settle the claims against this defendant alone in the Proceedings (the
“Settfement Agreement”). The parties to the Proceedings agreed to, and the Courts have
since ordered, a partial lifting of the stay of proceedings for, among other things, the purpose
of allowing the Courts to consider the fairness of the Settlement Agreement.

The Settlement Agreement stipulates that Péyry (Beijing) will cooperate with the plaintiffs
through the provision of information, documents, and other evidence that the plaintiffs
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believe will assist them in the continued litigation against the remaining defendants. Pyry
(Beijing) will not provide monetary compensation to the plaintiffs, In return, the Proceedings
will be dismissed against Poyry (Beijing) and future claims against PSyry (Beijing) in relation
to these Proceedings will be batred.

Pyry (Beijing) does not admit to any wrongdoing or liability. The Settlement Agreement
does not resolve any claims against Sino-Faorest, its sepior officers and directors, its aud;tors,
or its underwriters. A complete copy of the Settlement Agreement is available at:
www.kmlaw.ca/sinoforestclassaction and www,classaction.ca.

On September 21, 2012, the Ontario Superior Court certified the Ontario Proceeding as a
class action for settlement purposes and approved the Settlement Agreement. On October 31,
2012 the Québec Proceeding was authorized as a class action for settlement purposes and the
Settlement Agreement was approved by the Québec Superior Court (the “Québec Court”).
Both Cours declared that the Settlement Agreement is fair, reasonable, and in the best

interest of those affected by it.

WHO IS INCLUDED IN THIS CLASS ACTION AND BOUND BY THE SETTLEMENT?

The Courts have certified the Proceedings and approved the Settlement Agreement on behalf
of classes which encompass the following individuals and entities (the “Class” or “Class

Members™):

All persons and entities, wherever they may reside, who acquired Sino-Forest
Corparation common shares. notes, or other securities, as defined in the Ontatio
Securities Act, during the period from and including March 19, 2007 to and
including June 2, 2011:

a) by distribution in Canada or on the Toronto Stock Exchange or other
secondary market in Canada. which includes securities acquired over-the-

counter or

b) who are resident of Canada or were resident of Canada at the time of
acquisition and who acquired Sino-Forest Corporation’s securities outside

of Canada.

excluding the defendants, their past and present subsidiaries, affiliates, officers,
directors. sentor cmployees. partners, legal representatives, heirs, predecessors,

~ successors and assigns, and any individual who is a member of the immediate
tamily of an individual delendant.

REQUESTING EXCLUSION FROM THE CLASS

All persons and entities that fall within the definition of the Class are Class Members unless
and until they exclude thernselves from the Class (“opt out”). Class Members that do not opt
out of the Class will not be able to make or maintain any other claims or legal proceeding in
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relation to the matters alleged in the Proceedings against Poyry (Beijing) or any other person
released by the Settlement Agreement.

If you are a Class Member and you do not want to be bound by the Seftlement Agreement
you must opt out. If you wish to opt out, you may do so by completing an “Opt-Out Form™.

v

IF YOU CHOOSE TO OPT QUT OF THE CLASS, YOU WILL BE OPTING OUT OF THE
ENTIRE PROCEEDING. THIS MEANS THAT YOU WILL BE UNABLE TO

P iyl

PARTICIPATE [N ANY FUTURE SETTLEMENT OR JUDGMENT REACHED WITH
OR AGAINST THE REMAINING DEFENDANTS.

In order to successfully opt out, you must include all of the information requested by the Opt-
Out Form. Specifically, you must sign a written election that contains the following

information:

a) your full name, current address, and telephone number;

b) the name and number of Sino-Forest securities purchased between March 19, 2007
and June 2, 2011 (the “Class Period”), and the date and price of each such transaction;

¢) a statement to the effect that you wish to be excluded from the Settlement
Agreement; and

d) your reasons for opting out.

If you wish to opt out, you must submit your fully complete Opt-Out form to the Opt?-Out
Administrator or the Québec Court (if you are a resident of Québec) at the applicable above-

noted address, no later than .

OPT-OUT ADMINISTRATOR

The Court has appointed NPT Ricepoint Class Action Services as the Opt-Out Administrator
for the Settlement Agreement. The Opt-Out Administrator will receive and process Opt-out
forms for Class Members outside Québee. The Opt-Out Administrator can be contacted at:

Telephone: 1-866-432-3534

Mailing Address: Sino-Forest Class Action
Claims Administrator
PO Box 3333
London, ON NG6A 4K3
Email: sino{@nptricepoint.com

The opt-out forms for Class Members that are residents of Québec will be received and
processed by the Québec Court, which can be contacted at:
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Mailing Address: , Greffier de la Cour supéricure du Québec
300, boulevard fean-Lesage, satle 1.24
Québec (Québec) GIK 8Ké
No de dossier : 200-06-000132-111

THE LAWYERS THAT REPRESENT THE CLASS MEMBERS

The law firms of Koskie Minsky LLP, Siskinds LLP, and Siskinds Desmeules, sencrl (“Class
Counsel”) jointly represent the Class in the Proceedings. They can be reached by mail, email,
or by telephone, as provided below:

Koskie Minsky LLP
20 Queen St. West, Suite 900, Box 52, Toronto, ON, M5H 3R3

Re: Sino-Forest Class Action
Tel: 1.866.474.1739
Email: sinoforestclassaction(@kmlaw.ca

Siskinds LLP
680 Waterloo Street, P.O. Box 2520 London, ON N6A 3V8

Re: Sino-Forest Class Action
Tel: 1.800.461.6166 x.2380
- Email; nicole.young(@siskinds.com

Siskinds Desmeules, sencrl

43 Rue Buade, Bureau 320, Québec City, Québec, GIR 4A2
Re: Sino-Forest Class Action

Tel: (418) 694-2009

Email: simon.hebert@siskindsdesmeules.com

INTERPRETATION
If there is a conflict between the provisions of this notice and the Settlement Agreement, the
terms of the Settlement Agreement will prevail.

Please do not direct inquiries about this notice to the Court. All inquiries should be directed
to the Opt-Qut Administrator or Class Counsel,

DISTRIBUTION OF THIS NOTICE HAS BEEN AUTHORIZED BY THE ONTARIO
SUPERIOR COURT OF JUSTICE AND THE QUEBEC SUPERIOR COURT
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Schedule C

SINO-FOREST CORPORATION CLASS ACTION

TO CURRENT AND FORMER SINO-FOREST SHAREHOLDERS AND
NOTEHOLDERS

Notice of Settlement with Poyry (Beijing) Consulting Company Limited

TO: Everyone, including non-Canadians, who acquired Sino-Forest Corporation (“Sino-
Forest™) securities between March 19, 2007 and June 2, 2011 i) by distribution in Canada or
on the Toronto Stock Exchange or other secondary market in Canada, which includes
securities acquired over-the-counter; or i} who are residents of Canada or were residents of
Canada at the time of acquisition and who acquired Sino-Forest Corporation’s securities
outside of Canada (the “Class” or “Class Members”)

COURT APPROVAL OF THE CLASS ACTION SETTLEMENT

In June and July of 2011, class actions were commenced in the Oatario Superior Court of
Justice (the “Ontario Proceeding”) and the Québec Superior Cowrt (the “Québec Proceeding™)
(collectively, the “Proceedings”™) against Sino-Forest, its senior officers and directors, its
auditors, its underwriters and a consulting company, P8yry (Beijing) Consulting Company
Limited (“Poyry (Beijing)”). The actions alleged that the public filings of Sino-Forest
contained false and misleading statements about Sino-Forest's assets, business, and
transactions.

The plaintiffs have entered into a settlement agreement with Poyry (Beijing) that settles the
claims against this defendant alone in the Proceedings (the “Settlement Agreement”). The
Setilernent Agreement stipulates that Poyry (Beijing) will cooperate with the plaintiffs in the
continued litigation against the remaining defendants. Péyry (Beijing) will not provide
monetary compensation to the plaintiffs. In retumn, the Proceedings will be dismissed against
Poyry (Beijing) and future claims against P8yry (Beijing) in relation to these Proceedings will
be barred. More information regarding the settlement can be found in the Settlement
Agreement and in the Notice of Certification and Settlement (“Long Form Notice”) which are
available at www.kmlaw.ca/sinoforestclassaction and www.classaction.ca, or by contacting
the Opt-Out Administrator at the address below,

Péyry (Beijing) does not admit to any wrongdoing or liability. The Settlement Agreement
does not resolve any claims against Sino-Forest. its senior officers and directors, its auditors.
or its underwriters. The courts of Ontario and Québec have certified/authorized the
Proceedings as class actions for the purpose of settlement, and both courts have declared that
the Settlement Agreement is fair, reasonable and in the best interest of those affected by it.

REQUESTING EXCLUSION FROM THE CLASS

All persons and entities that fall within the definition of the Class are Class Members unless
and until they exclude themselves from the Class (“opt out”). If you are a Class Member and
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you do not want to be bound by the Settlement Agreement you must opt out. If you wish to
opt out, you may do so by completing an “Opt-Out Form”, which is attached to the Long-
Form Notice, including the required information and supporting documents listed in the
Long-Form Notice and mailing it to the Opt-Out Administrator, or the Québec Court (if you
are a resident of Québec) at the addresses below, no [ater than . Class Members that opt-
put of the Proceedings will be unable to participate in any future settlement or
judgment with or against any of the remaining defendants.

WHERE TO MAIL THE OPT-QUT FORMS

NPT Ricepoint Class Action Services is the Opt-Out Administrator for the Seftlement
Agreement. The Opt-Out Administrator will receive and process opt-out forms for Class
Members outside Québec. The Opt-Out Administrator cap be contacted at: Sino-Forest
Class Action, Claims Administrator, London, ON N6A 4K3,; Tel No. 1-866-432-5534;
Email: sino@nptricepoint.com

The opt-out forms for Class Members that are residents of Québec will be received and
processed by the Québec Court, which can be contacted at: Greffier de la Cour supérieure du
Québec, 300, boulevard Jean-Lesage, salle 1.24, Québec (Québec) GIK 8K6, No de
dossier : 200-06-000132-111

FOR MORE INFORMATION
The law firms of Koskie Minsky LLP, Siskinds LLP, and Siskinds Desmeules, sencr] (“Class
Counsel”) jointly represent the Class in the Proceedings. They can be reached by mail, email,
or by telephone, as provided below:

Koskie Minsky LLP Siskinds LLP :
20 Queen St. West, Suite 900, Box 52 680 Waterloo Street, P.O. Box 2520
Toronto, ON, MSH 3R3 London, ON N6A 3V§

Re: Sino-Forest Class Action Re: Sino-Forest Class Action

Tel: 1.866.474.1739 Tel: 1.800.461.6166 x.2380

Email; sinoforestclassaction@kmlaw.ca  Email: nicole.young@siskinds.com

Siskinds Desmeules, sencrl
43 Rue Buade, Bureau 320, Québec
Citv, Québec, GIR 4A2
Re: Sino-Forest Class Action
Tel: (418) 694-2009
Email:
simon.hebert@siskindsdesmeules.com
DISTRIBUTION OF THIS NOTICE HAS BEEN AUTHORIZED BY THE ONTARIO
SUPERIOR COURT OF JUSTICE AND THE QUEBEC SUPERIOR COURT
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Schedule D _

"SINO-FOREST CLASS ACTION SETTLEMENT
QPT OUT F@RM Must be Postmarked

Mo Later Than
2012

THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM.
THIS FORM EXCLUDES YOU FROM PAHTICIPATION IM THE POYRY (BELING) SETTLEMENT AGREEMENT.
50 NOT USE THIS FORM IF YOU WANT TO REMAIN I[N THE CLASS,

e T T T T T L L L LT T T

Cumant Address
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ET“ | i { t i J z j L—JM! 1 iJF'{tw.f!smla] Ios{athdJZIm_Crdn! ; i E

Social insurance Number/Social Soceunty Number/Unigue Tax idenufier

T ]

Tolephona Numbar {Work} . o Talephona Number {Home)
- r-ti-n
TotalnumberoISEm}Fmes'isemriﬁespmmasadduringtheC!ass Pen’od(MarchW.QOO?Lo,thaz.ﬁmi):l ! ! il l l ' [

You must also accompany your Opt-Cut formm with broksraga statemenls, or other transaction records, Fistlng ali of yaur purciases of
Sine-Forest comman shares betwean March 18, 2007 to June 2, 2017, inclusivo fthe “Class Pardod"}

identificatlon of person algning s Opi Qut Form {please check):

o | raprasant thal § purchasad $ino-Forest Corporanon ("Sino-Fotest’) secushias and am the above iantiled Glass Mamper. | am sigring hls
!E Farm to EXCLUDE myssll irom the partsigation in o Sina-Forest Giass Actlon Seulement Agreament reacicd betwedn tha
! Class and P8yry {Baiiing) Consultinrg Company Umited ("Payry {Beling}), the Seitling Dafarxiant.

Putpgse tar Opling Oul {chack only ona): )

: '*l My surrani Hitentton is lo begin Individvat figation against Poyey {Baffng) in relation fo the maitecs alleged n e Proceadings.

T lam opting out of tha $iass action for a roasan other than 1o begin Individuai igaticn agalnst Pdyry {Beijing) In ralation 1o the mailars aleged in
i 1 te Pocsedings. 1am opling outierthe {ollowing {easonisk

| UNDERSTAND THAT BY OPTING OUT | WiLL NEVER BE ELIGIBLE TO RECEIVE BEREFITS OBTAINED BY WAY OF THE POYRY (DEKING)
SETTLEMENT AGREEMENT, AND WILL 8E UNABLE YO PARTICIPATE IN ANY FUTURE SETTLEMENT OR JUDGEMENT WITH OR AGAINST
ANY OF THE REMAINING DEFENDANTS.

Signature! i ~ ODaie Signed.

Please mail your Opt Out Form to!
Sino-Forest Closs Acilon
PO Box 2135
London, ON N6A 4X3
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Court File No, CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C, 1985, ¢, C-36, AS AMENDED

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

NOTICE OF APPEARANCE

The Respondents, Invesco Canada Lid., Northwest & Ethical Investments L.P., and Comité Syndical

National de Retraite Bétirente Inc, intend to respond to this application,

December 6, 2012

KIM ORR BARRISTERS P.C.
19 Metcer Street, 4™ Floor
Toronto, Ontario

M5V 1H2

Won J. Kim (L.SUC #32918H)

James C, Orr (LSUC #23180M)
Michael C. Spencer (LSUC #59637F)
Megan B, McPhee (LSUC #48351G)

Tel: (416) 596-1414
Fax: (416) 598-0601

Lawyers for Invesco Canada Ltd., Northwest & Ethical
Investments L.P., and Comit¢ Syndical National de Retraite
Batirente Inc. ' '

TO: THE SERVICE LIST
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" Coutt File No, CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMINDED

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

Court File No,; CV-11-431153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:

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

B Plaintiffs
- and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
known as BDO MCCABE 1,O LIMITED), ALLEN T.Y. CHAN, W. JUDSON MARTIN,
KAI XIT POON, DAVID J, HORSLEY, WILLIAM E. ARDELL, JAMES P. BOWLAND,
JAMES M.E, HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J.
WEST, POYRY (BEIJING) CONSULTING COMPANY LIMITED, CREDIT SUISSE
SECURITIES (CANADA), INC,, TD SECURITIES INC., DUNDEE SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC,, CIBC
WORLD MARKETS INC., MERRILL LYNCH CANADA INC,, CANACCORD
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., CREDIT SUISSE
SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED (suceessor by merger to Banc of America Securities LL.C)

Defendants

Proceeding under the Class Proceed?ngs Act, 1992

NOTICE OF APPEARANCE
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The Respondents, Matrix Asset Management Inc., Gestion Férique and Montrusco Bolton

Investments Inc, intend to respond fo this application,

January 30, 2013

TO:

THE SERVICE LIST

KIM ORR BARRISTERS P.C.
19 Mercer Street, 4™ Floor
Toronto, Ontatio

M5V 1H2

Won J. Kim (LSUC #32918H)

James C. Owr (LSUC #23180M)
Michaci C. Spencer (LSUC #59637F)
Megan B. McPhee (LSUC #48351G)

Tel: (416) 596-1414
Tax: (416) 598-0601

Lawyers for Invesco Canada Ltd., Northwest &
Ethical Investments L.P., Comité Syndical National
de Retraite Batirente Inc., Matrix Asset
Management Inc., Gestion Férique and Montrusco
Bolton Investments Inc.
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KIM-ORR

Michael C. Spencer
Tel: (416) 349-6572
E-mail: mes@kimorr.ca

YIA FACSIMILE AND E-MAIL
March 26, 2013

The Honourable Mr. Justice Morawetz
Commerciai List Office

10th Floor, 393 University Avenue,
Toronto, ON

M5G 1E6

Your Honour:
Re:  Sino-Forest Corporation (Re) ~ CCAA Proceeding, Court File No, CY-12-9667-00CL

The Trustees of the Labourers’ Pension Fund of Cenfral and Eastern Canada v. Sino-
Forest Corp., Court File No, CV-11-431153-00CP

This letter is respectfully submittcd on behalf of Invesco Canada Ltd., Northwest & Ethical
Investments L.P,, Comité Syndical National de Retraite Bétirente Inc,, Matrix Asset
Management Inc., Gestion Férique and Montrusco Bolton Investments Inc, (the “Objectors” in
the above proceedings) with respect to the proposed settlement with Ernst & Young LLP and
related matters. This letter responds to the Court’s request at this morning’s conference for a
specification in writing of our objections and alternative proposals for scttling the Order with
respect to the Court’s Endorsement, dated March 20, 2013. :

The Objectors maintain their opposition to the substance of the proposed settlement and related
matters as previously argued to the Court, As stated at the conference, the Objectors respectfully
raise three issues in connection with the form of order proposed by Class Counsel and E&Y (the

“Proposed Order”).

First, we note that the Endorsement states in numerous places that distribution of the Settiement
Fund is an integral part of the CCAA Plan of Compromise of Sino-Forest (“Plan™), See, e.g.,
Endorsement paragraph 63 (“it is clcar that Ernst & Young is contvibuting in a tangible way to
the Plan, by its significant ‘contribution of $117 million.”); see also paragraphs 36, 50, 54, 62,
and 71. We also note that section 6(8) of the CCAA requires a plan of compromise or
arrangement to provide “that all claims that ave not equity claims are to be paid in full before
[any] equity claim is to be paid.” Similarly, Plan section 4.5 provides that, in light of the fact
that non-equity creditors are not being paid in full, “Equity Claimants shall not receive any

KIM ORR BARRISTERS P.C. 19 MERCER STREET, 4™ FLOOR, TORONIO, ON M5V tH2
7, 416.596.1414 F, 416.598.0601 wyaw kImom.ca .
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consideration or distributions under the Plan ....” In the case of Sino-Forest, the non-cquity
. creditors are the company’s noteholders as of the Distribution Record Date.

Paragraph 17 of the Proposed Order contemplates distribution of the Settleinent Fund “to or for
the benefit of the Securities Claimants for their claims against Ernst & Young.” Securities
Claimants are defined in Appendix A of the Proposed Order as persons who acquired Siho-
Forest securities, including shares and nofes, at aiy time. This includes members of the class in
the Class Action, i.e. Sino-Forest share purchasers and note purchasers during the class period,
even if those persons subsequently have sold their shares or notes. “Securities Claimants” as a
group thus include noteholders, but also note purchasers who nto longer hold their notes, and also
any share purchasers (who may or may not still be shareholders as well),

Some counsel at today’s conference indicated that the net Settlement Fund is intended to be paid
to plaintiffs and class members in the Class Action — i.e., share and note puichasers during the
class period. In our view, distribution of any settlement proceeds from E&Y to class members
would be appropriate. However, since as currently configured the disiribution of Settlement
Tund amounts will occur as part of the Plan, as the Court found in its Endorsement, we are
concerned that payments fo share and note purchasers cannot be squared with CCAA section 6(8)

and Plan section 4.5, as described above,

Although we acknowledge that the actual altocation of Settlement Fund amounts will be decided
later, in our view the tension described above represents a fundamental problem stemming from
using the CCAA to effectuate a third-party non-debtor settlement and releases in this situation,
and we do not see any way to resolve that issue in the wording of the order. We understood
Class Counsel to say that the Settlement Fund was intended to be “sepavate” from the Plan and
thus not subject to section 6(8), and they may wish to clarify this in their proposed language for
the order, although in our view that would not resolve the underlying problem.

Second, paragraph 4 of the Proposed Order appoints the Ontario Plaintiffs as “representatives on
behalf of ... the ‘Securities Claimants’ ... in the Ontario Class Action, including for the purposes
of and as contemplated by section 11.1 of the Plan, and more particularly the Ernst & Young
Settlemnent and the Ernst & Young Release.” The Objectors continue to assert that their interests
cannot be represented by the Ontario Plaintiffs for the reasons previously argued. In addition it
seems clear that a conflict has developed between non-equity creditor noteholders and other
securities claimants, as described in the section above, such that they cannot all be properly
represented by the Ontario Plaintiffs and their counsel. Finaily it is unclear whether the
appointment is intended fo cover representation of a certified class as against all remaining
defendants’in the class action; if the intent is more limited, as counsel secetned to indicate at the
conference, in our view the word “including” could be removed in paragraph 4, so that the
representation is expressly limited to section 11,1 of the Plan and more particularly the Emst &
Young Settlement and the Emst & Young Release. While our clients object to that
representation, at least the intended scope will be made clear.

Third, the Proposed Order does not deal with the status of the Objectors’ opt outs (mentioned at
patagraph 80 of the Endorsement). The Objectors wish to opt out and believe they have, but we
understand our friends® position to be that the Releases are effective regardless. This could be
clarified by inserting, in Paragraph 9 of the Proposed Order (describing the binding effect of the

Kit ORR BARRISTERS P.C. 19 MERCER STREET, 4™ FLOOR, TORONTIQ, ON M5V 1H2 2
T. 416.596.1414 F, 416.598.0601 www Ximormr.ca
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Release) after the word “disability,” the phrase: “... notwithstanding any purported Class Action
opt-outs submitted by the Objectors or any other Person,...”. Again, while our clients object to
that outcome, at least the intended scope will be made clear.

Respectfully,

A AL ) c g““‘l/\_/(-’—kw&___,

Michael C. Spencer

cc: The Service List, as attached
E., Adelson, Invesco Canada Ltd,
J. Mountain, Northwest & Ethical Investiments L.P,
D, Simard, Comité Syndical National de Retraite Bétirente Inc,
D. Balsdon, Matrix Asset Management Inc.
L. Lizotte, Gestion Férique
M. Natal, Montrusco Bolton Invesitnents Inc,

Kiv ORR BARRISTERS P.C. 12 MERCER SIREET, 4™ FLOOR, TORONTO, ON M5Y 1H2 3
T. 416.596.1414 F. 416.598.0601 www Kimom.cq
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BARRISTER;

Chris G. Paliare
lan J. Rolond

Ken Ressnberg
Linda R. Rothstein
Richard P. Stephenson
Nick Caleman
Margarel L. Waddell
Donald K. Eady
Gordon D, Copern
Lity I. Harmer
Andrew Lokan

John Monger
Odelte Sorianc
Andrew C. Lewis
Megon E. Shoriresd
Massimo Starnino
Karen Jones

Robert A, Centa
Nini Jones

leffrey Larry
Kristian Borg-Olivier
Emily Lowrence
Denlse Sayer
Danny Kasiner
Tina H. Ue
Jean-Clavde Killey
Jodt Marlin
Michae! Fenrick
Nasho Nijhawan
Jessico Lotimer
Debra Newel!
Lindsay Scoft
Alysha Shore
Gregory Ka

HONORARY COUNSEL

lon G, Scoft, Q.C., O.C,

{1934 - 2006)

Massime (Max) Stamino
T 4166457431  Asst 416.646,7470
F 4166464301
B maxstamine@padliarerciond.com
T

Fie 80089

March 27, 2013

HAND DELIVERED

Superior Court of Justice
Commercial List

330 University Avenue
Toronto, ON M5G 1R7

- Dear SirslMesdames:

Re: Sino-Forest Corporation
Court File No. CV-12-9667-00CL

We write on behalf of the Ad Hoc Committee of Purchasers of the Applicant’s
Securities (the “Ad Hoc Purchasers”) in connection with the referenced matter.
Yesterday, we attended before Justice Morawetz to settle the terms of his order

'in this. matter dated March 20, 2013. At that time and for the first time, Michael

Spencer, on behalf of the Objectors to the Emst & Young Settlement, expressed
concermns with respect to the terms of the draft order. In response, His Honour
asked the Objectors to provide detailed drafting comments in the form of a
marked-up order and directed that we schedule any further attendance to settle

the form. of the order through your office.

Yesterday evening, Mr. Spencer sent a letter to His Honour detailing his
concems. Accordingly, we write to respond to those concems, and to ask that
you bring this letter to Justice Morawetz's attention and let us know whether he
would like us to re-attend before him for the purpose of settling the order (and, if
so, the first avallable date on which he is avallable), or if he prefers to deal with
this matter on the basis of the correspondencs, without any further attendance.

Response to the Objectors’ Concerns

Mr. Spencer’s letter purports to raise “concemns” regarding paragraphs 4, 9 and
17 of the draft settlement approval order and provides drafting comments for
paragraphs 4 and 9. Mr. Spencer's other comments are argument and should
have been raised on the motion before Justice Morawetz, upon which he has

how rendered his decision. They were not.

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLINGTON STREET WEST 36TH FLOOR TORONTO ONTARIO MBSV 3H1 T 416.646.4300
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The Ad Hoc Purchasers do not oppose the suggested change to paragraph 4 to
remove the word "including”, on the terms set out below. Otherwise, it is
respectfully submitted that the order, which was clrculated in advance of the
February 4, 2013 hearing and the form of which was unopposed by any party at
the motlon, should not change. . ' :

. Paragraph 4

Paragraph 4 of the settlement approval order provides as follows:

THIS COURT ORDERS that Ontario Plaintiffs are hereby recognized and
appointed as representatives on behalf of those Persons described in
Appendix “A" hereto (collectively, the “Securitles Ciaimants™) in these
insolvency proceedings in respect “of the Applicant (the ‘CCAA
Proceedings™) and in the Ontarlo Class Action, including for the purposes
of and as contemplated by section 11.1 of the Plan, and more particutarty
the Emst & Young Settlemant and the Emst & Young Release.

The Ad Hoc Purchasers do not opposé changing paragraph 4 by deleting the
word “including” as proposed by Mr. Spencer, so that it reads as follows:

THIS COURT ORDERS that Ontario Plaintiffs are hereby recognized and
appeinted as representatives on behalf of those Persons described In
Appendix “A” hereto (collectively, the “Sgeurities Claimants™ in these
Insolvency proceedings in respect of the Applicant (the "CCAA
Procesedings”} and in the Ontarlo Class Action, fer the purposes of and as
contemplated by section 11.1 of the Pian, and more particularly the Ernst
& Young Settlement and the Emst & Young Release.

In agreeing to this change, the Ad Hoc Purchasers do not concede that any
conflict has developed among the Securities Claimants, as defined, or that the
order does any more or any [ess than as drafted.

Paragraph 9
Paragraph 9 of the settlement approval order provides as follows:

THIS COURT ORDERS that this Order, the Emst & Young Settiement
and the Emst & Young Release are binding upon each and every Person
or entity having an Ernst & Young Claim, including those Persons who
are under disability, and any requirements of rules 7.04(1) and 7.08(4) of
the Rules of Clvii Procedure, R.R.0. 1990, Reg. 194 are dispensed with
in respect of the Ontario Class Action.

In Mr. Spencer’s letter, the Objectors propose amending this paragraph to add
after the word "disability” the phrase ... notwithstanding any purported Class
Actlon opt-outs submitted by the ObJectors or any other Person,..."

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP .

165 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIC M5V 3H1 T 416.6464300
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This addition Is unnecessary and might be taken to suggest that opt out rights
would otherwise apply and that this Court’s order eliminated opt out rights.

There is no ambiguity in paragraph @ that requires clarification.

Paragraph 17
Paragraph 17 of the setilement approval order provides as follpws:

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

The Objectors seek no drafting amendments to this paragraph. Instead, their
“concerns” are properly argument which should have been made at the motlon,

but were not.

The process of allocation Is to be determined, and court approval will be sought,
Engaging in argument subsequent to the setilement approval motion and prior to
the allocation motion should not be encouraged.

However, should His Honour be inclined to engage on the merits, we have set
out our position as follows.

The Objectors argue 'that payments to share and note purchasers “cannot be
squared” with subsection 6(8) of the CCAA and article 4.5 of the Plan.

The Objectors are incorrect and their submissions do not accord with the explicit
language of the Plan or the purpose of subsection 6(8) of the CCAA. Paragraph
17 of the order provides for payment by Emst & Young for ctaims against Emst &
Young. Such claims are not Equity Claims and thus article 4.5 of the Plan and

subsection 6(8) of the CCAA do not apply.

Article 4.5 of the Pian provides for the release of “All Equity Claims” and Indicates
that Equity Claimants shall not receive consideration or distributions under the
Plan. Its operation Is limited to affecting Equity Claims. [n contrast, the Plan
provides that claims agalnst non-debtors, such as Ernst & Young, are not Equity

Claims:

1. Equity Claim Is defined as a Claim, which itself is defined as “any right or
claim ... that may be asserted or made against SFC”;

PALIARE ROLAND ROSENBERG ROTHFI'EIN LLP
155 WELLINGTON STREET WEST 35TH FLOOR  TORONTO ONTARIO M5V 3H1 T 416.644.4300
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2. Further, article 7.5 of the Plan expressly provides that the claims against
Emst & Young are not Equity Claims: “any Class Action Claim agalnst the
Third Party Defendants that relates to the purchase, sale or ownership of

Existing Shares or Equity Interests... (e) does not constitute an Equity Claim

or an Affected Claim under this Plan.” [Emphasis added].

Arficle 4.5 of the Plan thus does not apply to payments pursuant to the Emst &
Young Settlement in satisfaction of claims against Emst & Young.

More gen.erally, sub-section 6(8) of the. CCAA also does not apply. The Court of
Appeal, in the course of upholding this Court’s Equity Claims Decislon (Re Sino-
Forast Corp., 2012 ONCA 8186), recently explained the purpose of subection 6(8)

" of the CCAA:

In our view, In enacting s. 6(8) of the CCAA, Parllament intended
that a monetary loss suffered by a sharehoider (or other holder of
an equity interest) In respect of his or her equity
interest not diminish the assets of the debtor available to general
creditors in a restructuring. If a shareholder sues auditors and
underwriters in respect of his or her loss, in addition to the debtor,
and the auditors or underwriters assert claims of contribution or
indemnity against the debtor, the assets of the debtor available to
general creditors would be diminished by the amount of the claims
for contribution and indemnity. (2012 ONCA 816 at para. 56)

Accordingly, subsection 6(8) of the CCAA is concerned with ensuring that the
proceeds or value of the assets of the debtor corporation are used first to pay
creditors’ claims in priority to equity claims against the debtor. it is not concermned
with distributions from non-debtors for non-equity claims. The claims against
Emst & Young are not equity claims under the CCAA and thus subsection 6(8) of

the CCAA does not apply. This Is reflected in the Plan itself and in particular
through the definition of Equity Claim and article 7.5 of the .Plan, as explained

above.

The Objectors’ submissions aiso continue to biur the principle goveming
treatment of third party releases in a CCAA plan as set forth In the ATB Financlal
case, and fail fo address the solid, and unchallenged, evidentiary record before
the court, including the affidavits and their exhibits of Mike Dean and Judson
Martin, cataloguing the extensive contributions to the Plan. and the CCAA
process that the Emst & Young Settlement provided in addition to the monetary

cdntribution, including:
- ' (a) Emst & Young agreed to support the Plar;

- {b) The Emst & Young Settlement was a catalyst to other parties, including
the Underwriters and BDO Limited, supporting the Plan;

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
165 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO MBV 3H1 T 416,6464300
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(c) Emst & Young's support materially simplified and accelerated the Plan
approval and implementation process:

(d) Emst & Young agreed that its claims against Sino-Forest and the Sino-
Forest Subsldiarles are released, which claims were significant and
material as stated above. [n particular, the Proofs of Claimfiled by Emst
& Young set out extensive claims that were asserted directly against the
Sino-Forest Subsidiaries. None of these claims were addressed In the
Equity Claims Order;

(e) Emst & Young has agreed to waive any leave to appeal to the Supreme

Court of Canada Ini respect of the dismissal of its appeal by the Court of .

Appeal for Ontarlo of the Equity Claims Order; .
(f) By agreeing to release all these claims, Emst & Young eliminated:

() Dilution of the Noteholders’ recovery if Emst & Young were
uitimately to obtain judgments or settlements In respect of those

claims;

(i) The expense and fmanagement time otherwise to be incurred by
Newco and the Subsidiaries In litigating these claims; and

(i) What might otherwise have been a significant extenslon of the
timelines to complete the restructuring of Sino-Forest;

(g) Emst & Young agreed not to receive any distributions of any kind under
the Plan, as have tne other Third Party Defendants. Without that
agreement, the Unresolved Claims Reserve would have materially
Increased, with the potential for a corresponding dilution of consideration

paid to the Affected Creditors; :

(h) Emst & Young agreed not to pursue its objections generally to the Plan
and its sanction, and agreed to not pursue all of its appeal rights in that

regard. :

The Ad Hoc Purchasers respectfully request the Issuance of the seftlement
approval order, substantially in the form approved in this Court's reasons dated
March 20, 2013, subject only to the additional change to paragraph 4 referenced
above. Clean coples of the revised order are enclosed In the event that His
Honour prefers to deal with this matter in writing.

PALJIARE ROLAND ROSENBERG ROTHSTEIN LLP .
155 WELLNGTON STREEY WEST 35TH FLOOR TORONTO ONIARIO MGV 3H1 T 416,646.4300
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We thank the Court for its attention to this matter.

Yours very truly,
PAL!A QLAND ROSENBE
VassTmo (Max) Stamino
MS:mj

Encl.

RG ROTHSTEIN LLP

c. Service List
Clients

- 862862_1.D0C

PALIARE ROLAND ROSENBERG ‘ROTHST EIN LLP
. 1565 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO M8V 3H T 416.646.4300
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE WEDNESDAY, THE

)
MR. JUSTICE MORAWETZ )

20TH DAY OF MARCH, 2013

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

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

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

ONTARIO
 SUPERIOR COURT OF JUSTICE

BETWEEN:

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

Plaintifts
-and—

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
known as BDO MCCABE LO LIMITED), ALLEN T.Y, CHAN, W. JUDSON
MARTIN, KAI KIT POON, DAVID J, HORSLEY, WILLIAM E. ARDELL, JAMES
P, BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON MURRAY, PETER
WANG, GARRY J. WEST, POYRY (BEIJING) CONSULTING COMPANY
LIMITED, CREDIT SUISSE SECURITIES (CANADA), INC,, TD SECURITIES INC.,
DUNDEE SECURITIES CORPORATION, REC DOMINION SECURITIES INC.,
SCOTIA CAPITAL INC,, CIBC WORLD MARKETS INC,, MERRILL LYNCH
CANADA INC,, CANACCORD FINANCIAL LTD., MAISON PLACEMENTS
CANADA INC., CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH,
PIERCE, FENNER & SMITH INCORPORATED (successor by merger to Banc of
America Securities LL.C)

' Defendants

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

Avenue, Toronto, Ontatio.

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

AND WHEREAS this Honourable Court issued the Sanction Order approving the Plan
containing the framework and providing for the implementation of the Ernst & Young

Settlement and the Emst & Young Release, upon further notice and approval;

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

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

AND ON READING the Ontario Plaintiffs’ Motion Record, including the affidavit and
supplemental affidavit of Charles Wright, counsel to the plaintiffs, and the exhibits thereto, the
affidavit of Joe Redshaw and the exhibits thereto, the affidavit of Frank C. Torchio and the
exhibits thereto, the affidavit of Serge Kalloghlian and the exhibits thereto, the affidavit of Adam
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Pritchard and the exhibits thereto, and on reading the affidavit of Mike P. Dean and the exhibits
thereto, and on reading the affidavit of Judson Martin and the exhibits thereto and on reading the
Responding Motion Record of the Objectors to this motion (Invesco Canada Ltd., Northwest &
Ethical Investments L.P., Comité Syndical National de Retraite Batirente Inc., Matrix Asset
Management Inc, Gestion Férique and Montrusco Bolton Investments) including the affidavits of
Eric J. Adelson and the exhibits thereto, Daniel Simard and the exhibits thereto and Tanya J.
Jemec, and the exhibits thereto, and on reading the Responding Motion Record of Poyry
(Beijing) Consulting Company Limited including the affidavit of Christina Doria, and on reading
the Fourteenth Report, the Supplement to the Fourteenth Report and the Fifteenth Report of FTi
Consulting Canada Inc., in its capacity as Monitor of the Appliéant (in such capacity, the
“Monitor”) dated January 22 and 28, 2013 and February 1, 2013 including any notices of
objection received, and on reading such other material, filed, and on hearing the submissions bf
counsel for the Ontario Plaintiffs, Ernst & Young LLP, the Ad Hoc Committee of Sino-Forest
Noteholders, the Applicant, the Objectors to this motion, Derek Lam and Senith Vel
Kanagaratnam, the Underwriters, (Credit Suisse Securities (Canada) Inc., TD Securities Inc.,
Dundee Securities Corporation, RBC Dominion Securities Inc., Scotia Capital Inc., CIBC World
Markets Inc., Merrill Lynch Canada Inc., Canaccord Financial Ltd., Maison Placements Canada
Inc., Credit Suisse Securities (USA) LLC and Merrill Lynch, Pierce, Fenner & Smith
Incorporated (successor by merger to Banc of America Securities LLC)), BDO Limited, the
Monitor and those other parties present, no one appearing for any other party although duly

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

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

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

- have the meanings attributed to those terms in the Plan.

3. THIS COURT FINDS that all applicable parties have adhered to, and acted in accordance
with, the Notice Order and that the procedures provided in the Notice Order have provided
good and sufficient notice of the hearing of this Motion, and that all Persons shall be and are
hereby forever barred from objecting to the Emst & Young Settlement or the Emst &

Young Release.
Representation

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

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

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



including bringing any necessary motion before the court, and as contemplated by section
11.1 of the Plan.

Approval of the Settlement & Release

7.

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

proceedings.

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

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

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

Payment, Release, Discharge and Channelling

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

I1.

11.1(a) of the Plan, Emst & Young shall pay CDN $117,000,000 (the “Settlement Fund”)
into the Settlement Trust (as defined in paragraph 16 below) less any amounts paid in

advance as set out in paragraph 15 of this order or the Notice Order.

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

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

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

as against Ernst & Young ih accordance with section 11.1(b) of the Plan;

b. on the Emst & Young Settlement Date, section 7.3 of the Plan shall apply to

Ernst & Young and the Emst & Young Claims mutatis mutandis;

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

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

the Ernst & Young Settlement Date;



13.

14.

15.

e. on the Emnst & Young Settlement Date, all Class Actions, as defined in the
Plan, including the Ontario Class Action shall be permanently stayed as
against Ernst & Young; and

f. on the Ernst & Young Settlement Date, the Ontario Class Action shall be

dismissed against Emnst & Young,.

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

extinguished.

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

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

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

& Young shall each bear their respective costs paid to that time,

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

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

18. THIS COURT ORDERS that notwithstanding paragraph 17 above, the following

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

Securities Claimants described above.

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

counsel’s fees and costs in class proceedings.

Recognition, Enforcement and Further Assistance

20.

21.

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

Settlement and the Ernst & Young Release.

THIS COURT ORDERS that the Ontario Plaintiffs and Emst & Young with the assistance
of the Monitor, shall use ail reasonable efforts to obtain all court approvals and orders
necessary for the implementation of the Ernst & Young Seftlement and the Ernst & Young

Release and shall take such additional steps and execute such additional agreements and
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documents as may be necessary or desirable for the completion of the transactions

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

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

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

carrying ouf the terms of such orders.

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

THIS COURT ORDERS that in the event that the Emst & Young Settlement is not
completed in accordance with its terms, the Ernst & Young Settlement and paragraphs 7-14
and 16-19 of this order shall become null and void and are without prejudice to the rights of

the parties in the Ontario Class Action or in any proceedings and any agreement between the
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parties incorporated into this order shall be deemed in the Ontario Class Action and in any

proceedings to have been made without prejudice.

Morawetz, J.
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APPENDIX “A” TO SETTLEMENT APPROVAL ORDER
DEFINITION OF SECURITIES CLAIMANTS

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

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

“Securities” means common shares, notes or other securities defined in the Securities
Act, R.8.0. 1990, c. 8.5, as amended.
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APPENDIX “B” TO SETTLEMENT APPROVAL ORDER
MONITOR’S ERNST & YOUNG SETTLEMENT CERTIFICATE -

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

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

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

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

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

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

Plaintiffs
-and ~

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
known as BDO MCCABE LO LIMITED), ALLEN T.Y, CHAN, W, JUDSON
MARTIN, KAI KIT POON, DAVID J, HORSLEY, WILLIAM E. ARDELL, JAMES
P. BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON MURRAY, PETER
WANG, GARRY J. WEST, POYRY (BEIJING) CONSULTING COMPANY
LIMITED, CREDIT SUISSE SECURITIES (CANADA), INC., TD SECURITIES INC.,,
DUNDEE SECURITIES CORPORATION, RBC DOMINION SECURITIES INC,,
SCOTIA CAPITAL INC., CIBC WORLD MARKETS INC., MERRILL LYNCH
CANADA INC., CANACCORD FINANCIAL LTD., MAISON PLACEMENTS
CANADA INC,, CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH,
PIERCE, FENNER & SMITH INCORPORATED (successor by merger to Banc of
America Seeurities LL.C)

Defendants
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All capitalized terms not otherwise defined herein shall have the meanings ascribed
théreto in the Order of the Court dated March 20, 2013 (the “Emst & Young Settlement
Approval Order”) which, infer alia, approved the Emnst & Young Settlement and the Emst &
Young Release and established the Settlement Trust (as those terms are defined in the plan of
compromise and reorganization dated December 3, 2012 (as the same may be amended, revised
or supplemented in accordance with its terms, the “Plan”) of Sino-Forest Corporation (“SFC”),

as approved by the Court pursuant to an Order dated December 10, 2012).

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

I. Emnst & Young has confirmed that the settlement amount has been paid to the

Settlement Trust in accordance with the Ernst & Young Settlement;

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

amount has been received by the Settlement Trust; and

3. The Ernst & Young Release is in full force and effect in accordance with the Plan,

" DATED at Toronto this___ day of , 2013,

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

Name:
Title:
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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED
AND IN THE MATTER OF A PLAN OF COMPROMISE AND ARRANGEMENT OF SINO-FOREST
CORPORATION

THE TRUSTEES OF THE LABOURERS’ PENSION FUND OF  SINO-FOREST CORPORATION, et al.
CENTRAL AND EASTERN CANADA. et al.

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

Plaintiffs Defendants oyt File No. CV-11-431153-00CP
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

Proceeding commenced at Toronto

ORBDER

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
250 UNIVERSITY AVENUE, SUITE 501

TORONTO, ON MS5H 3ES

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

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

KoSKIE MiNSKyY LILP

900-20 QUEEN STREET WEST, BOX 52
TORONTO ON M5H 3R3

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

SISKINDS LLP

680 WATERLOO STREET, P.O. B0xX 2520
LONDON ON N6A 3V8§

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

A. DIMITRI LASCARIS (LSUC NoO. 50074A)
TEL: 519-660-7844 / FAX: 519-660-7845

LAWYERS FOR AN AD HOC COMMITTEE OF
PURCHASERS OF THE APPLICANT’S SECURITIES




Tab 16



&l

130 Adelaide SIW T 416-865-9500
Suite 2600 F 416-865-9010
"foranto, ON e e
Canada M5H 35

March 27, 2013 Peter Griffin
Direct line: 416-865-2921
HAND DELIVERED Direct fax: 416 -865-3558

Email: periftin@litigate.com

Superior Court of Justice
Commercial List

330 University Avenue
Toronto, ON MS5G 1R7

Dear Sirs/Mesdames:

Re:  Sino-Forest Corporation
Court File No. CV-12-9667-00CL

We have read the letter of Massimo Stamnino, counsel to the Ontario Plaintiffs, sent fo the
Court today. We agree with and support Mr. Starnino’s response to the “concerns” raised
by counsel to the Objectors on the Ernst & Young Settlement motion. We ask that this
letter be brought to Justice Morawetz’s attention,

The Ernst & Young Settlement was part of the complete package that led to the approval
and sanction of the Plan and its implementation. The monetary contribution of Ernst &
Young is but one part of the contributions by Emst & Young to the Plan. That being
said, it is worth noting that the definition of Securities Claimants includes the current
noteholders as at the Plan sanction date, who are the non-equity creditors of Sino-Forest.
The Ad Hoc Committee of Noteholders continues to support the Emst & Young
Settlement.

These “concerns” of the Objectors have been raised against the prospect of a leave to
appeal motion and should properly have been raised as part of argument on the motion,

Sincerely,

ﬁ?:mg ‘?WM

R

t o wmxjwﬂm / Ja/
Peter Griffin

cC. Service List
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