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

ONTARIO
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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 (BEUING) 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 BANC OF AMERICA SECURITIES LLC

Proceeding under the Class Proceedings Act, 1992

Defendants
AFFIDAVIT OF LI YIN FAN
(sworn Augusty, 2012)

1, LI YIN FAN, of the City of Hong Kong, Special Administrative Region, People's
Republic of China MAKE OATH AND SAY:

1. I am a Director of BDO Limited (“BDO”). BDO was the auditor of Sino Forest
Corporation (“Sino™) from August 2005 until August 2007 and audited Sino’s annual
financial statements for the years ended December 31, 2005 and December 31, 2006. I was
the Engagement Director at BDO who was in charge of those audits. As such I have personal




knowledge of the matters to which I hereinafter depose. Where I do not have personal
knowledge, I have stated the source of my belief and believe the information to be true.

2 BDO is a defendant in this action and in Fresh as Amended Statement of Claim
allegations have been made relating to alleged deficiencies in BDO’s audits of Sino’s 2005
and 2006 annual financial statements and in the Audit Statements made by BDO regarding

those financial statements.

3. I understand that under an Order made within Sino’s restructuring proceedings this
action is currently stayed as against ail defendants to this action, other than Poyry (Beijing)
Consulting Limited (“Poyry Beijing”) and any affiliates of P6yry Beijing. If and when this
stay is lifted, BDO anticipates that it will at the appropriate time formally file a Statement of
Defence to respond to this action that will include a complete denial of the allegations of
negligence that are being made against it.

4, Another of the defendants to this action is PSyry Beijing. It is pleaded in the Fresh as -
Amended Statement of Claim in this action that “Péyry Beijing provided what it purported to
bé “forestry consulting’ services to Sino, made statements that it knowingly intended to be,
and which were, disseminated to Sino’s current and prospective securities holders.” It is my
understanding from the Fresh as Amended Statement of Claim that Poyry Beijing has been
sued for alleged misrepresentations in valuation reports regarding Sino’s forest (timber)
assets, the ﬁrst of which was alleged to have been produced and disseminated to the public in
or about March 2008.

5. I'make this affidavit in response to the motion made by the plaintiffs in which they are
seeking, among other things, Court approval of the settlement agreement the plaintiffs have
entered into with Poyry Beijing (the “Seitlement Agreement”). Attached heteto and marked as
Exhibit “A” is a copy of the Settlement Agreement.

6. It is my understanding that, if approved, the Settlement Agreement and the order being
sought on the approval motion would not only release PSyry Beijing from any claims that
could be made against it in this action, but it would also release all affiliates and subsidiaries

of Poyry Beijing. This would include another POyry company that was extensively involved




~in valuing Sino’s assets during the period covered by this action, Pyry Management

Consulting (Singapore) Pte. Ltd. (“PGyry Singapore™).

The Action by BDO against Péyry Singapore:

7 While Péyry Singapore has not been named by the plaintiffs as a defendant in this
action, on July 25, 2012 BDO commenced an action against PSyry Singapore. Attached
hereto and marked as Exhibit “B” is a copy of the Statement of Claim in that action.

8. If and when the stay of this action is lifted, it ié BDO’s intention to seek to consolidate
its action against POyry Singapore with this action so that the two actions will proceed
together, :

The Péyry Singapore Reports:

9. PGyry Singapore was formerly known as PSyry Forest Industry Pte. Ltd. between
April 2006 and March 2010 and, prior to that, as JP Management Consulting (Asia-Pacific)
Pte. Ltd. between April 2000 and April 2006. In that regard, I attach as Exhibit “C” hereto an
Enhanced Corporate Search Report for Péyry Singapore the contents of which I believe to be

accurate.

10.  For each year between 2003 to 2008 inclusive, P3yry Singapore provxded annual
valuation reports in respect of Sino’s timber assets and the current and projected valuation of

those assets (collectively, the “Pdyry Singapore Reports™).

11.  As described below, BDO relied on the 2005 and 2006 Pdyry Singapore Reports in the
conduct of its audits of the annual financial statements of Sino for those same years. Attached
hereto and marked as Exhibit “D” and “E”, respectively, are copies of the 2005 and 2006
Poyry Singapore Reports.
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BDO’s reliance on the Péyry Singapore Reports

12.  In connection with BDQ’s audits of the annual financial statements of Sino for the
years ended December 31, 2005 and December 31, 2006 I and the other members of the BDO
audit team 'thained and reviewed the PSyry Singapore Reports for 2005 and 2006.

13. The primary purpose of our review of the P6yry Singapore Reports for 2005 and 2006
was to compare the costs of the timber assets shown in Sino’s financial statements with the

market value of those timber holdings as valued by PSyry Singapore.

14.  This comparison review was necessary to ascertain whether or not the market value of
the timber assets by P8yry Singapore was greater or lower than the cost of the assets shown
by Sino in its financial statements to determine whether any adjustment (impairment) would
need to be made to the carrying amount of the timber holdings shown in the Sino' financial
statements for 2005 and 2006.

15.  In addition to reviewing the 2005 and 2006 Poyry Singapore Reports, BDO also took
steps to assess the methodology and assumptions used therein and, ultimately whether BDO
could reasonably rely upon the 2005 and 2006 Pdyry Singapore Reports.

16.  To that end, in early 2006 my colleague, Wong Chi Wai, and I met with the principal .
-of Péyry Singapore, Andy Fyfe, as well as Sino’s Vice President, Finance & Group Financial
Controller, Alvin Lim.

17.  The purpose of this meeting was to assess and discuss the following matters:
i.  POyry Singapore’s independence from Sino;
ii,  The business background and experience of Poyry Singapore;
iii.  The significant estimates made in the PSyry Singapore Reports;

iv.  The assumptions used in the valuation and their consistency with both prior

years and industry standards;

v.  Any difficulties encountered in the valuation process;




vi. A documentary request (to Andy Fyfe) to provide to BDO a list of information
Sino had provided to Poyry Singapore to ensure the information provided was
consistent with the information Sino had provided BDO; and

vii.  Enquiry with Pdyry Singapore if it would check and verify the accuracy of the
information provided by Sino to it for use in the Poyry Singapore Reports.

18.  In response to these inquiries and discussions, I was assured and advised of the
following by Poyry Singapore:

i.  Ireceived assurances from Andy Fyfe that PGyry Singapore was independent
from Sino;

ii. Ireceived assurances that Poyry Singaj)ore that was one of the world’s leading
advisors to the global forestry industry with significant experience in asset

valuation, which appeared to be .the case;

li.  Assurances that satisfied BDO that the estimates used by Poyry Singapore
appeared to be reasonable and consistent with both those used in prior years

and industry standards;

iv.  Assurances that satisfied BDO that the assumptions used in the valuation by
Pdyry Singapore appeared to be reasonable and consistent with both those used

in prior years and industry standards;

v. I was not made aware of any significant difficulties experienced in the

valuation process; and

vi. Iwas advised by Andy Fyfe that Péyry Singapore would check the accuracy of
the information provided to it by Sino on a sampling basis.

19.  Iand the other members of the BDO audit team relied upon all of the said information, ,
assurances and advice provided by Pdyry Singapore in conducting our audit of Sino’s 2005
annual financial statements— especially in concluding that the valuation shown for Sino’s

timber assets was reliable and not subject to any impairment (i.e. the market value estimated




by Péyry Singapore was not lower than the cost shown in the financial statements). Attached
hereto as Exhibit “F” is a copy of the 2005 Audit Completion Memo which contains an
accurate surmary of the steps taken by BDO in reliance upon PSyry Singapore and the 2005

P&yry Singapore Report.

20.  For BDO’s audit of Sino’s 2006 annual financial statements, steps were taken to
ascertain the reliability of Pyry Singapore and the 2006 Péyry Report that were similar to

those outlined above in connection with the audit of Sino’s 2005 annual financial statements.

21.  Insome cases, BDO relied upon prior answers given by Péyry Singapore regarding its
independence and expertise during the 2005 audit process. However, additional steps were

' taken to consult with Poyry Singapore staff and assess the reliability of P6yry Singapore
Report for 2006.

22.  These steps included an attendance to observe a site visit by P6yry Singapore as part
of the valuation process. In particular, I have been advised by a member of the BDO audit
team for 2006, Ho Siu Lung, George and believe that'in early 2007 Mr. Ho observed a site
visit conducted by Poyry Singapore at Sino’s plan’;aﬁon in Rongshﬁi, Guangxi, People’s
Republic of China. I am further advised by Mr. Ho and believe that Mr. Ho also had
discussions at that time with Payry Singapore employees regarding the methodology they

‘were using in valuing Sino’s timber assets.

23. In light of the éxtensive reviews and discussions described above, I and other
members of the BDO audit team once again relied upon the Poyry Singapore Report for 2006
in auditing the 2006 annual financial statements of Sino and, in particular, in concluding that
the valuation of Sino’s timber assets as shown in its 2006 financial statements was reliable
and those assets were not subject to impairment. Again, we took comfort from the fact that the
market value estimated by Poyry Singapore was higher than the cost of those assets as shown

in Sino’s 2006 financial statements.

24.  Attached hereto and marked as Exhibit “G” is a copy of the 2006 Audit Completion
Memo prepared by BDO which contains an accurate summary of BDO’s use and reliance
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upon the 2006 PSyry Singapore Report in auditing the 2006 annual financial statements for

Sino.

25. I make this affidavit in response to a motion by the plaintiffs for approval of their
settlement with Poyry Beijing and other associated relief and for no other purpose.

SWORN BEFORE ME at the City of

Hong Kong, Special Administrative .
Region, People's Republic of China, on @ M
August 20 , 2012. '

LI YIN FAN

Person Authorized to take Affidavits

Katherine K. Y. Lam
Solicitor,
. HongKong SAR
Messrs. Simon Si & Co.
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Affidavit of Li Yin Fan,

sworn before me this ZQ_

day of August, 2012

[

- Person Authorized to take Affidavits

Katherine K. Y, Lam
Solicitor,
Hong Kong SAR
Messrs. Simon Si & Co.
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SINO-FOREST CLASS ACTION
NA'I‘I.NAL SEFTLEMENT AGREEMENT |

A, WHEREAS the Proceedings have been commenced by the Plamttﬁ's in Ontario and
Quebec whitch aHege that the Séttling Defendant made mlsrepresentatlons regardmg the assets,

 buisiness and'tratisactionis ef Sino-Forest contrary to the OSA the @84, the éivil law of Quebec

and the common law of the rest of Canada:

B, AND'WHEREAS the Settling Defendant belfeves that it is ot hable in respect of the
claims as alleged ir the Proceedings and the Settling Défendant beheves that it has good and
- reasonable defences ifrrespect of the merits in, the Proceedings;

C. ANDREAS the-Settling Deferidant asserts that it would actively pursue its defences
in respect. of the merits during the course of certification; durinig the couise of discovery and at

- trial zf the Plaumffs continued the Proceedings agalnst it;

' D - AND WHEREAS desplte the Settlmg Defendant’s belief that it is ot llable in respect of
Athe clauns as a)[eged in the Proceedings and its befief that it has goed and reasonable defences in
respect of the merits, the Settling Defendant has negoﬁated and entered xnto thls Settlement
Agreement fo avoid further . éxpense, inconvenience, and burden of tlns htlgatwn and any other
present or ﬁ!ture litigation arising out of the facts that gave rise to this litigation and to achieve
- finat resolutmns of all claiins asserted or which could have been asserted. agamst the. Settlmg
v the Plamtiffs on. the;r own bebalf and on behalf of the classes they seek to

: repmscnt, _ ditoavoid the tisks mhelz_eut in uneertam,,cqmplcx and protiacted litigation;

E. | AND WHEREAS counsel for the Settling Défendant and e‘euﬁsel for the Plaintiffs have
Aengaged in extensive ammn’ s—lengm settlement discussions and negotiations in réspect of this

. Settlement; Agxeement

v F. AND WHEREAS as a résulf of these settlement dxscussxons and negotzatwns, the. Settling

.'Defendam and: the Plamuﬂ's have entéred mto this Settlement Agreement which embodies all of
e tetis and ceadtﬁens of the settlement between the Plaintiffs and the Séttling Defendant both
mdavxdually and on behalf of the Settlement Class, subject to approval of the Courts

54
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G. AND WHEREAS the Plaintiffs have agreed to accegt"&iis settlement, in patt, because of
the value of the cooperation the Se‘ftl_ing Defendant has made and agrees to render or make
available to the Plaintiff§ andfor Class Counsel pursuant to this. Settlement Agreement, as well:as
the attendant risks of litigation in light of the jurisdictional issues relating to the Settling
Defendant, the potential defences that may be asserted by the Settling Defendant and the
challenges of enforcement against the Settling Defendant in a foreign jurisdiction;

H.  AND WHEREAS the Plaintiffs recognize the benefits of the Settling Defendant’s early
cooperation in respect of the Proccedings;

L AND WHEREAS: the Settling Defendant does not admit through the exedution of this
Settlement Agreemient.any-allegation of unlawful conduct alleged iix the Proceedings;

J. WHEREAS the Plaintiffs and Class Counsel have reviewed. and fully understand
the terms of this Settlement Agreement and, based on their analyses of the facts and law
-applicable-to tli¢ Plaintiffs’ claims, and havingregard to-the burdens and-expense in prosecuting
the Proceedinigs, including, the risks and uncerfainties associated with trials and appeals, the
Plaintiffs and Class Counsel have concluded that this Settlernent Agreement is fair, reasonable
and-in the best interests of the Plaintiffs and the classes they seek to represent;

K. AND WHEREAS the Plaintiffs, Class Counsel arid the Settling Defendant agree that
neither this Settlemient Agreémeiit tior any statément made in the negotiation thereof shall be
-déemed or constiued to be an adimission by 6r evidence against ﬂa’e-‘Setﬂ:’ing Defenddit or
th- of iy of the Plainuffs’ allegafions against the Settling Beféndant; which

evidence of the

theSettling Deferidant expressly denies;

L.  AND WHEREAS the Settling Defendant is eéntering frito-this Settfe;imeht.Agreerﬁent’ in
order to-achieve & finat and nation-wide resolution 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 Proceédings, and
~ te.avoid further expense, incofivénierice and the distracﬁqn of burdensome and protacted

litigation;

14
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M.  AND WHEREAS the Parties therefore wish to, and. hereby do, finally resolve on a
national basis, without admission of liability, all of the Proceedings as against the Settling

" Defendant:

"N:  AND WHEREAS for the purpases of settlement only and contingent on approvals by the

Cousts as provided for in this Settlement Agreement, the Parties have consented to certification
of the Ontario Proceeding and autherization of the- Quebec Proceedings as class proceedings and

have consented to-a Settlement Class and a Common Issue in each of the Proceedings;

0. AND WHEREAS for the: purposes of setﬂement oniby and coritinigent.on approvals by the

- ‘Counts as.provided forin this Settlement Agreement, the Plaintiffs have consentedto a dismissal
oféach of thie Proceedings as against the Setiling Defendant;

NOW THEREFORE, in consideration of the covenants, agreements and rcieases set forth herein
and for other -good and; valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, it is agreed by the Parties that the Proccedmgs be settled and dismissed with
prejudice as to the Settling Defenidant only, without costs as to the Plaintiffs, the classes they
seek o represent or-the Settling: Pefendant,. subject to the approval of the Coutts, on the

fellowmg ferms-and conditions:

SECTION 1 - DEFINITIONS

For the purpose of this Settlement Agrecment (as hercinafter defined):

) Affiliatés means, in. respect of’any Person, any- other Person or group-of Persons .that,

"'__:‘rectly through-one ormere: intermediaries, cantrol, are controiled by, or are under

common: control with; such. Person: first mentxoncci, aiid: for the purposes of this definition,
“eontrol” means the power.to direct or. causé the direction of they:man-agemgmt and policies of a

Person-whether-through the ownership of voting securities, by centract or otherwise.

(2)  Approval Hearings means the hearings to approve the motions brought by Ontario

Counsel before the Ontario Court. and- Quebec Counsel before the Quebec Court, for such

Courts” respective approval of the settlement provided for in this Settlement Agreement.

3 Auditorsmeans; collectively, Emst & Young: LLP and BDO Limited (formerly known as
BDO:McCabe:Lo Limited);

(S0l
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(4)  Class Counsel means, collectively, Ontario Counsel and Quebec Counsel.
(5)  Class Period means March 19, 2007 to June 2, 2011,

(6)  Comumon Issue in each of the Ontarie: 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 damageé, if

“any, did Settlement Class Members suffer?

(1) Courts meats, collectively; the Ontario Court and the Quebec €out,

B  Defendants méan's‘, collectivély; the Persons named as defendants in the Proceedings as
set out in Schedule A and any other Person who is-added as a defendarit in the Proceedings in the
future.

(9) Effective’ Dirte-m¢ans the date when thie Final Order has been received from the last of

thie Ontario Court:and the Qiicbee Coitt to issus thie Final Order.

(10) Excluded Person means - thie Defendants, their past and present subsidiaries, affiliates,
officers, direciors, senior employces, parmers, legal representatives, heirs, predecessors
successors and. assigns, and any individua] who is a member of the immediate family of an

individual Defendant,

(11)  Final Order means a final judgment entered by the Ontario Court or the Quebec Court in

‘reispect of ‘both: (i) the certification-er authiorization of the Ontasio Proceedinig or the Quebec
Proceeding, tespectively, as. 4 class procceding; and (if) the approval of this Settlement -

Agreertient; but oiily once. the time: to appeal such judgment has expired without any appeal
being taken, if an appeal lies or, orice there has been affirmation of the certification or
authorization of 4 Procéeding as a class procecding and the approval of this Settlement

Agreement; upon a final disposition-of-all appeals therefrom.
(12) Non-Settling Defendant means-a Defendant that is not the Settling Defendant.

(13)  Nofice of Certificationfduthorization and Approval Hearings means the form or forms

.of natice, agieed to by the Plaintiff dnd the Settlinig Defendant, or such other form or forms as

may be.approved by the Courts, which informs the Settlement Class of: (i} the certification of the
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Ontario Proceeding or authorization of the Quebec Proceeding: solely for the purposes of this
Settleiment; (ii)-the dates and locations of each of the Approval Hearings; (iii).the principal terms
of this Settlement Agteement; (iv) the process by which Settlement Class Mermbers can opt out
of each of the Proceedings; and (v)' the Opt Out Deadline in respect of each of the Proceedings.

(14)  Outario Pfaceedmg means. Ontauo Court File No. CV-11-431153-00CP (Toronto).

(15 ntario:‘(::bun;‘el- means Siskinds LLP and Koskie Minsky LLP.

(16) Ontario Court means the Ontario Superior Courtof Justice.

(17} Opt-Out Adniinistrator means the Person appointed by the Courts to teceive and’ Feport
on Opt Outs,

(18)  Opt-Out Deadline means the date which is sixty (60) days afer the. date on vhich the
Notice of Gertification/Authorization and Approval: Hcar;ngs is first published.

(19) 084 means the Securities Act, RSO 1990, ¢ 8.5.

(20)  Other Actions means, without Iiinitation, actions, suits, proceedings or arbitration, civil,
criminal, regulatory or otherwise, at law or in equity, other thar the Proceedings, relating to
Released Claims commenced by a Setflement Class Member eithier before or after. the Effective

Date.

(21)  Parties means, collectively, the Plaintiffs, Settlement Class Members and the Settlmg

Deféndant.

(22} Person means -an. individual, corperation, partnership, limited partnership; limited
iiabﬁility compariy, association; estate, legal representative, trust, trustee, executor; beneficiary,
wnincorporsted association, govermnment or any political subdivision or agency thereof, and any
other business or legal entity and their heirs, predecessors, successors, representatives; ot

assignees:

(23) P!giat{fﬁ: means the Persons named as ﬁlainﬁffs in the Proceedings as set out in Schedule
A, and any other Person who may in thie futute be added.as plaintiff to. either of the Proceedings.

@24) PRECmeansthe People’s Republic of China,

N
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(25) Proceedings meatss, collectively, the Onitario Proceeding and the Quebec Proceedmg

(26) Proportionate Liability means that proportion of any Judgment that, had they not settled,
the Ontario Court would have apportioned to the Releasees.

(@7) @8Ameans the Quebec Securities Act, R.S.Q., ¢. V-1.1

(28)  Quebec Class Members means all-natural persons, as well as all legal persons established
for a private interest, partnerships and associatibna having ne more than fifty (50) persons bound
to it by contract of employment under its direction or control doring the twelve (12) month
period preceding the motion for authorization domiciled in Quebec (other than the Defendants,
their past and present subsidiaries, affiliates, officers, directo‘rs, senior employees, partners, fegal
representatives, heirs, predecessors, successors and assigus, and any individual who is -an
immediate: member of the families of the individual named defendantsy who purchased: or
otherwise acquired, whether in the secondary market, or under a prospectus or othet offéring
document in the primaty market, equity, debt or other securities of or relating to Sino-Forest
Corporation, from and including August 12, 2608 to and including June 2; 2011, "

(29)  Quebec. Counsel means Siskinds Desmeules s.e.n.cir.l.
(30)  Quebec:Court means.the Superior Court of Quebec.

(31) Quebec Proceeding means Quebec Court (District of Quebec) Court file No. 200-06-
000132:111.

(32) Released Claims means any and all manner of claims, demands, actions, suits, causes of
action, whether -class, individudl or otherwise in nature, whether personal or subtogated, for
damages whénevér incurred, obligations, liabilities of any nature whatsoever including, without
lintitation, interest, costs, expenses, class administration expenses, penél’ties-, and lawyers’ fees
(including-Class Counsel’s fées), 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 capacity, ever had, now have, or hereafter can, shall or may have, relating in any
way to any conduct anywhere, from the beginning of time to the date hereof, or in respect of any
misrepresentafions (including, without limitation, any verbal statements made or not made by the
Seitling Defendant’s agents) directly or indirgetly relating to Sino<Forest, its Subsidiaries

18
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including, without limitationi, Greenheart Group Limited) and. other Affiliates and their
respective assets, business and transactions, whether contained in or arising from valuations:or
reports. prepared by the Settling Defendant or any Release¢ for Sino-Forest, its Subsidiaries
(including, without limitation, Greenheart Gronp Limited) 4nd other Affiliates or elsewhere, or
relating to any cenduct alleged (or which could have: been alleged or cauld in the future be
alieged on the basis of the same events, actions and oﬁnssxens) in the Proceedings including,
without limitation, any such claims which have been asserted, could have been assetted, or could
in the future be asserted on the basis of the same events, actions and omissions: underlying the
-Procé_e:dings, directly or indirectly, whether in Canads or ‘elsewhere, as a result of or in
connestion with the events discussed in the reportsiof Sino-Forést’s Independent- Committee and
the June 2, 2011 repart issued by Muddy Waters LLC in respect.of Sino-Forest, its: Subsidiaries
{including, without limitation, Greenheart Group Limited) and other Affiliates;

{33) . Releasees means, jointly and scverally, mdwidually and collectwcly, the Settling

.Eef’cndant, its past and present, direct-and indirect, Subsidiares and other Affiliates, and their
-Tespective divisions;partners, insurers (solely in respect: of any iisurance policy applicable to-the

acts er‘omissions. of i the Settling Defendant, its past andxpnsescnt, direct and indirect, Subsidiaries
and- Q__therAfﬁhates), consultants, sub-consultants, attorneys, agents and all other Persons that are
Affiliates of any of the foregoing, and all of their respectivc past; present and future officers,
directors, employees; agents, parmers, shareholders, attomneys, trustees, servants and
repiesentatives and the predecéssors, suceessors, purchasers, heiers%. exécutors, administrators and
assignisof cach-of thie foregoing, excluding always the Non-Seitting Defendants and any of their
respective eyprent or former Subsidiaries: and othier. Affiliates, officers, diréstors, executives,

employees, skareholders, joint venturers and/or partners.

(34)  Releasors means, jointly and severally, individually and collectively, the Plaintiffs and

the Settlement Class Members and their respective Subsidiaties and other Affiliates, and. their

- respective divisions, partiiers, insurers, consultarits, sub-consultants and all other Persons that are

Afﬁhafes of any of the foregoing, and all of their. respective past, present and future officers,
directors, employses, agents, partners, sharehotdem, attorneys, trustees, servants and

repiésentatives.and the predecessors, successers, heirs, executors, adiinistrators, repiesentatives,

insurers and assigns,

19 -




361

5.

(35)  Settlemént Agreement means this agreement including the recitals and schedules.

(36)  Settlement Class means, in respect of each of the Ontario Proceeding and the Quebec
Proceeding, the settlement class. defined in Schedule A.

(37)  Settlement Class Member means a mémber of a Settlement Class who does not validly

opt-out of that Settlement Class in accordance with section 4.1 and any orders of the Courts.
(38) Settling Pefendant means PSyry (Beijing) Consulting ‘Company Limited.

(39) Sino-Forest méans S‘in'o-E orest Corporation.

(40) ~Subsidiary has:thé meaning ascribed to it in the Canada Business Corporations Act.

(41)  Underwriters meaﬁs_ Credit Suisse Securities (Canada), Inc., TD Securities Inc., Dundee
Securities Corporation, RBC Dominion Securities Inc., Scotia Capital Inc., CIBC World Markets
Iiic., Merrill Lynch Caiiada Inc., Candccord Financial Ltd., Maison Placements Canada Inc.,
Credit Suisse Sectirities: ('-US’A) LLC, and Bano. of America Securities LLC, including; without
limitation, thei‘r»respEQﬁVé‘-Subéidiafiés- and other Affiliates and their respective personnel.

SECTION 2 - SETTLEMENT APPROVAL

2.1 Best Efforts

The Parties shall- use their best efforts to effectuate this settlément and to secure the:

prompt, complete and-final dismissal with prejudice of: the Proceedings and without further

fecourse as gainst the Settfirig Defendant.

2.2 .~ Motions for Approval
(1)  Eachof the Ontario Plaintiffs and Quebec Plaintiffs shall promptly bring mations before
the Ontario Coust and the. Quebec Court, respectively, for orders approving the notices described

in section [0-herein, certifying the Ontario Proceeding and authorizing the Qiébec Proceeding as

@ The motions. for approval of this Settlement Agteement referred to in section 2.2(1) shall
not be returnable until the Opt Out Deadline has passed.

20
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(3)  The Onitario order certifying the Ontarfo Proceeding referred to in section 2.2(1) shall be
substantially in the form attached hereto as Schedule B-1. The Quebec order authorizing the
Quebec Proceeding referred to in section 2. 2(1) shall be substanfially in the form attached hereto
as Schedule B-2,

(4  The Ontarlo order approving the Settlement Agreement referred to in section 2. 2(1) shall
be substantially in the form attached hereto as Schedule C-1. The: Quebec order approving the
Settlement Agreement referred to in section 2.21) shall be substantially in the form attached

hereto as:Schedule C-2;

(5)  The form gird countent bi_;? the erders approving the Settlement Agresment contemplated in:
this section 2.2 shall be considered a materiaf term of this Settlement Agréemient and the failure-
- of any: Gourt te; approve the orders substantially-in the form contemplated herein and attached as
Schiedules hereto shall constitute a-Non-Approval of Settlement Agreement pursuant to section

5.1 of this Setflemen Agreement.

23 Pre-Motion Confidentiality

(1) Until the first of thé motions required by section 2.2 is brought, the Paxties shall keep all
of the texms of this Settlement Agreement, and any information or documients related thereto,
~ confidential and shall not disclose them' without the priof written consent of counsel for the
Settling Defendant and Cluss Counsel; as the case may be, except as required for the purposes of
financial, reporting -or the: preparation of ﬁ‘n‘e;-ncial records (including, without limitation. tax

retums and fimanoial statements) ot as ‘otherwise required by law, in which casé the Party seeking -

to-disdlose: shiall provide 4t Teast Hifteen. (15) days wiitten tiotice fo.the other Parties of thie
proposed disclosure and the basis for the proposed disclosure.

(2)  Any disclosure of the tetms of this Settlement Agreement, and any infonnatioxi‘ or
documents related: thereto,. contemplated in subsection 2.3(1) or otherwise shall be for the sole
and -exelusive purpese. of seeking approval of this Settlement Agreement by the Courts and
facilitating the settlement. of the Proceedings and release of the Released Claims pursuant to the

terms of this Settlement Agreemment.
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SEETION 3 - SETTLEMENT BENEFITS
31  Cooperation —No Disclosure of Privileged Communications

Nothing in this Settlement Agreement shall require; or shall be construed to require, the

* Settling Defendant te disclose or produce any documents or information prepared by or for
counsel for the Settling Deféndant; or fo disclose or produce: any docuiment or information in
breach of any order, regulatery directive, regulatory policy, regulatory agreement or law of any
jurisdiction, or subject to: solicitor:client privilege; litigation privilege, attorney=client privilege,

work product doetrine, common interest privilege, joint defence privilege-or any-other privilege.

32 Coopération ~No-Disclosure of Documents or Information Contrary to Privacy and

State Secrets Pratection Eaws

Nottiing: in this Seftlerient Agreerient shall require, or shall be constwed to require, the
Settling Defendant to disclose or-produce any decuments: or information, whiere prodaction of
such documents or information would potentially result, in the reasonable judgmént. of. the
Settling Defendant and-its counsel, in a breach or violation of any federal, provincial, state.or
local privacy law, or any law of a foreign jurisdiction, including, witkiout limitation, PRC privacy
and state secrets protection laws.

3.3 Cooperation— No Disclosure of Confidential Information

Nothing, in this Settlerhent Agreentent: shall require, ot shall be cenistrued to-réquire, the

Settling: Pefendant to disclose .or produce any confidential documents or information- that the
Settling Defendant hiolds under cominercial arrangements where. such: disclosure of production
wonld poteritially-sesile, ifi thie ieasonable judgmerit of the Settlifg Defendant and its couiisel, in

abreach of contract.

34  Coopéeration -

(1)  Itis understood and'agieed that altdociuments and information provided by thé Settling
Defendant or Releasees to Plaisitiffs arid Class Counsel under this Settlement Agreement shall be
used only in coritiection with. the Prasecition of the claitns in the Prceedinigs, and shiall not be
used directly or indivectly for any other purpose. Plaintiffs and Class ‘Counsel agree thiat they
will net publicize the doecuments and information provided by the Settling Defendant beyond

22
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what is reasonabiy necessary for the prosecution of the Proceedings or as otherwise required by

law.

(2)  Within thirty (30) days of the Date-of Execution or at a time mutually agreed upon by the
Parties, the Settling Defendant shall provide, through a mecting between counsel for:the Settling
Defendant and Class ‘Counsel, an evidentiary proffer, which will include verbal information.
refating to the allegations in the Proceedings including, without limitation, a summary of the
Settling Defendant’s material interactions and involverent 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 ard forestry management; and the Settling

Defendant’s knowledge and understanding of Sino-Fotest’s actual or purported revenues and/or

assets during the Class Period:

(3)  Withip thirty (30) days of the Effective Dafe, or at a time mittually agteed upon by the
Parties, the Seitling Defendant shall provide copics of the following categories of documents
beitig within-the possession, custody or control of the Setiling Defendant and the Releasees:

{2)  documents relating to Sino-Forest, the Anditors or the Underwriters; or any of
them, as well as the dates; locations, subject -matter, and-participants in any
‘mieetings with or about Sino-Forest, the: Auditors or the Underwriters, or any of

them;

by documents provided by the S@tﬂing; Defendéﬁt. or any Releasce to any state,
federal ot ifiternational governmént ot administrative agency, without geographic
limitation, concerming the allegations raised in the Proceedings; excluding
documents created for. the purpose of being so provided; and '

{ty documents provided by the 'S'ctt[ingDeféndanf or any Releasee to Sino-Forest’s

Independerit Committee orthe ad hoc committee of noteholders,

(49)  The obligation to produce doctiments pursuant to this section 3.4 shall be a continuing
obligation to thie extent that materiat documents dfe identified following the initial productions.

‘e Settling Défendant and Releasees make no-representation that they have a coniplete set of

documents within any-of the catégoties of information or doetinents described heréin.

N
O\
-
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)  To the extent that-any documerit includes technical information within the expertise of
the Settling Defendant, Class Counsel may request, and the Settling Defendant shall provide, an
c'xplanation sufficient for Class Counsel to understand the document; however, in no event will

any liability or further obligation attach to such explanation.

(6)  Following the Effsctive Date, the Settling Defendant and Releasees shall, at the request
of Class Counsel, upon reasenable notice, arid subject to any legal restrictions, make reasonable
&ffoits to make available: at-a-mutually- convenient time, at a mutually agreed upon lecation in
Noith America, up: t €
Releasees who have knowledpé of the allégations raised i the Proceedings; to provide
information regarding:the-allegations aised in the Pmcéedihg’s'ih a personal ihtervfew ‘with, Class
Counsel and/or experts retained by Class Counsel in the presence of, and assisted by, counsel for
~ the Settling, Defcndant, provided: that. none of the employee(s) or former employee(s) are
required, to travel to Nerth Amgrica pursuant to- this subsection 3.4(6) more: than two. (2) times
¢ach, Costs incumred by, aid the expenses .of, the employees of the Settl'ingvl)efendant and
Releasees in relation to such inferviews shall be the responsibility of the Settling Defendant. If
the employee(s): or former: employee(s) contemplated in this subsection 3.4(6) refuse to provide
information, 'or otherwise cooperate, the-Settling Pefendant shall use reasonable efforts to make
him/her available for-an iiterview with Class Counsel and/or experts refained: by Class Counsel
as aforesaid. The failure of the employee(s) or former employee(s) contemplated in this
subsection 3.4(6) to agree ta make him or herself available, or to otherwise: cooperate with the
Plalnnﬂ’s shali not-constitute: a. bxeach or other violation of this Scttlemcnt Agreement, and shall
mt,;pravusle dny basts for the. tenmnandu of thils. Settleincnt Agreerent, provided that the Settling

Défendant has made reasonable,effo;ts to cause such cooperation.

(7  Subject to the rules of evidex;cc~ and-the other provisions of this Seitlement Agreement,
the. Settling Defendant agrees to use réasonable efforts to produce at trial and/or discavery or
through-affidavits acceptable to Class Counsel or other testimony, (i) a current representative as
Clpsy’ Counsel and: the: Settling . Defendant, acting reasonably, agres would be qualified to
stablish for-admission fnte evidence the Settling Befendant and Releasees™ involvement with
SinoForgst the Auditors-and the Undetwriters; and iy current répresentatives as Class Counisel
aiid the Settling Defendant, actitig rcamn&ﬁ_i"y; agree ‘would be necéssary to support the

submission into evidence of any information and/or docuiments provided by the Settling

ree (3) current or former employeds -of fhé Settling Déféndant and
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Defendant or any Releasee in accordance with this Settlement Agreement that Class Counsel and
the Settling Defendant, acting reasonably, -agre¢ might be reasonably necessary for the
prosecution: of the Proceedings, including, withiout limitation, for the purpose of any motion

where such evidenice is reasonably necessary.

(8)  In connection with its-provision of information, testimony and documents, the Settling
Defendant and the Releasees shall have the right to assert: solicitor-client privilege, litigation:
privilege. and/or any ether privilege; or to assert 4 right to refuse production on the: basis. of
privacy law; state secrets law, contractual confidentiality obligations or other rule of law of this
or any othér jurisdiction. To the extent that Class Counsel requests particular documents,
information or .other materials ffom the Settling Defendant and the Settling Defendanit does not
produce the requested decuments, information or other matetials-on the basis of this: provision,.or
any othier provision herein: (i) counsel for the Settling: Defendant shall provide Class Counsel
with a-deseription of any such-documents, information or other matcnals and a-description of the
basis on which, the-Settfing Defendant is not: prepared. to. produce said document, 'infbnna‘tibn. or
other materiel sufficient for Class Counsel to assess the nature of that basis and the document,
information: or other material, except where providing suchs.descriptions would, in-the reasonable
judgment of counsel for the Settling Defendant, be contrary to privacy law, state secrets law,
cont_ractual-..t_;oﬂﬁdentiaiiw obligations or other rule of law of this or any other jurisdiction, in
which-case cotsel for the Settling Defendant will so advise; and (i) Class Counsel or counsel
for the Seftling Defendant may seek to resolve any dispute arising from this subsection 3.4(8)
--;iur's'ii'a'nﬁtééﬂ,tdé?;‘ii-oceduzes setout in-section 11.7 of this Settlement Apréement.

(9.-) The: S’ettl‘mg Defendant and Releasees waive any and #ll privifege relating to any speclﬁc
document that the.. Sett}mg Defendant has agreed to produce in response to this sectwn 3:4.
Notwithstanding. the. forégoing, nothing, in this Settlement Agreement shall require, or shall be
construed to require, the Settling Defendant or any Releasee to disclose or produce any
documents: or information prepared by or for counsel for the Settling Defendant during the

course of any of the Proceedings.

inadvertently produced, such documents shall- be promiptly retiimed to counsel for the Settling

Defendant: and”the. documents and the.information centaitied therein. shall rot be disclosed or

(0) Ifany ofithe types of dociuments referenced in sections 3.1, 3.2 or 3:3 are accidentally or

3
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used directly or indirectly, except with the express written permission of the Seftling Defendant,
and the production of such documents shall in no. way be construed to have waived in any

marninerany privilege or protection attached to such documents.

(11) It is understood and agreed that the Plaintiffs, the Settlement Class Members and Class
Counsel shall not, without the express written consent of the Settling Defendznt and its counsel,
directly or indirectly use any information or-documents provided by the Settling Defendant or
any Réleﬁsee, or received froni the Seftling Defendant .or. any; Releasee in connection with- this

Setifement Agreemeiif; for any purpose other than the prosecution of the claims in- the

Proceedings; nor-disclose or sharé with any other Persons (including, without limitation,. any

‘fegilator, agency or organization of this or any-other jurisdiction), any information or documents
- obtaiied &ém the- Settling Defendént in connection with this Setilement Agreement or-any

information conveéyed by counsel for the Settling'Défendant or any Releasee, except.in the event
that a court -in-Canada: expressly orders such information: or documents to be disclosed. In no
‘cifcuimistances; however, may-the Plaintifis, the Setlement Class Members and/or Class Goiifisel
apply for of consent to. sitch an order, and promptly, uponbecoming aware: of afy applicati@n or
iotion for such an order, Class'Counsel shall immediately notify the Séttling Defendant of the
application or motion. i order that the Settling Defendant may intervéne in such proceedings.
The disclosure restrictions. set forth in this subsection do rot apply to otherwise publicly

available documents-and information.

(12) The Settling Pefendant and Releasees’ obligations 10 cooperate as particularized in this
section 3.4: shall net be affected by the release provisions contained in section 6 of this
Setilement Agicerient: The -Setiling ‘Pefendant and Refeasees’ obligationis to cobperate shalt
cease at the date of final judgment-or-order in the Proceedings against alf Defendants, including,
without .1~imitati'_on.,' an order approving a settgl‘czﬁcm between the Plaintiffs and the Non~Se&iihg-

Defendants and/or ari ordey distiissing the Proceedings. I the event the Settling Deféndaiit or

.any Releasee materially bréaches this section 3.4, Class Counsel may move before the Courts to-

enforce the:terms of this. Settlement Agreement.

(13) The provisionsset forth in this; section 3.4 stiall constitute the exclusive means by wiitch

the Plainfiffs, the Settlement Class'Menibets and Class Courisel may obtain discovery from the.

Settling Defendant, its-curéit-and former directors, officers or employees and the Releasees; and
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the: Plaintiffs, the Settlement Class Memibers and Class Counsel shall pursue.no other means of
discovery agdinst the Settling, Defendant, its current and former directors; officers or employees
and the Reéleasees, whether under the laws or ritles of any jurisdiction.

(}4) A material factor inflitencing the Settling Defendant’s decision to execute this Settlement
Agreemént is its desire to: limit the burdén and expense of this litigation. Accordingly, Class
Counselagtee to exercise good faith in seeking cooperation from the Settling Defendant and any
Releasee and to avoid seeking, information that is unnecessary, cumulative or duplicative and
agree otherwise to avoid imposing undue or unreasonable burden or expcnse on the Settling

Defenddnt or Releasees.

4.1  Procédure

(1y A Person:may ept-out of the Proceedings by seiding a written. election to opt-out, signed
by the Person or the Person’s desighee, by pre-paid mail, courier, fax, or email to the Opt-Out
Administrator. at an address to be identified in the Notice-of Certification/Authorization and
Approval Heasings. Residents of Quebec must also send the written election to opt-out by pre-
paid mail or courier to the Quebec Court at an address to be identified in the Notice of

Certification/ithiotization and Approval Hearings.

'(2) An electioti to opt-out will only be cffccnvc if it is actually recenved by thc Opt-Out

AdrmMstiatm: on'orbietbre the: -Opt-Oitit Deadline.

(3) The written clcct;en to: opt-out must- contain the following informatien in order to be

effective:
(@  the Person’s:full name; current address and telephone number;

()  the name and number of Sino-Forest securities purchased during the Class Period

-and the-date and price of'each such transaction;

{¢) 2 statement to the effect that the Person wislies to be excluded from the
Proceedings; and

(d)  thereasons for opting out..

8
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(4)  Quebec Class Menibers whé have commenced proceedings or commence proceedings
against any of the Defendants with respect to the miatters at issue in the Quebec Proceeding and
fail to discontinue such pmceedihgs. by the Opt-Out Deadline shall be deemed to have opted out
of the Quebec Proceeding. Quebec Counsel warrant and represent that; to the best of their
knowledge, no such action has been commenced as of the date this Settlement Agreement was

executed by it.

42  Opt-Out Report

Within fificen (15) days of the Opt-Out Deadline, the Opt-Out' Administrator shall
provide to the Settling Defendant a report containing the foowing information in respect of each
Person, if any, whe has validly and timely-opted out of the Proceedings:

(@)  the Person’s full name, current address and telephone number;

()  the reasons for opting out, if given; and

(¢)  acopy of all information provided in the opt-out process by the Person electing to

opt-out.

SECTION 5 ~ NON-APPROVAL OF'SETTLEMENT AGREEMENT
5.1 Effect of Non-Approval of Settlement Agreement

In the event of non-approval of the Setilement Agreement by either of the Ontarie Court
or the Quebec Court:

()  any order certifying or authorizing a Proceeding as a class action on the basis of the
Settlement Agreement or approving this Settlement Agreement shall be set aside and
declared null and veid and of ne.fbrce-or effect, and anyone shall be estopped from

asserting otherwise;

{b)  to the extent that any Court is resistant to setting aside any order certifying or
-authorizing the Proceeding as a class action solely for settlement purposes, Class
Counse! undertakes to, on a best éffort’s basis, assist the: Settlihg Defendant in having
such an order set aside and shall, if requested by the Settling Defendant, bring a
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motion on behalf of the Plaintiffs to set:aside any order certifying or autherizing 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 Settlement Class and the
Common Issue, shall be without prejudice to-any position that any of the Parties may

Tater take on any issue in‘the Proceedings or any other litigation;

within ten (F0) days of such ribn—-ap.p,rbvai having occurred, Class Counsel shall
destray: (i) 21l documents and other materials provided by the Settling Defendant-or

any Releasee; and' (ii) all "d'ocuments- and other m‘a‘teﬁals" cortaiiing. or reflécting’

information: derived ﬁ"om .any documents.or other materials provided by the Settimg
Defendant or any Relédsee 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:Glass Counsel or the Plair;tgi?ﬁ’s have disclosed any documents or other

‘materials provided by the Settling Defendant or any Releasee to any other Person,

Class Counsel shalf, within ten (10) days, recaver and destray such documents and,
other fhaterials and shall provide the Settling Defendant and Releasees with a written

certification by Class Counsél of such destruction.

Nethmg «confairied.in this sectxon 5:1 shall be construed to rcqunre Class Counsel to

:dcstre,y any of their work product; and

subject fo section 5.2 fierein, all obligations, pursuant to this Settlemerit Agreeitient
shall cease immediately.

5.2  Survivabof Provisions After Non-Approval of Settlement Agreement

If this Seftlernent Agreement is not approved by the Courts, the provisions of sections 5,
8.1, and 8.2; and the definitionsand :Sehéaﬁl'es applicable thereto shall survive the non-approval
ind: contipue in-full force and.effect. The definitions and Schedules: shall sarvive only for the
Hmited puipese of the interpretation of sections 5, 8.1, and 8.2 within the meaning of this

‘Settleriient Agreéniént, but Tor no..othier purposes. Al other previsions of this Settfement
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Agreement and all other obligations pursuant to this Settlement Agreement shall cease
imrnediately.

853 Reservation of Rights in the Eventof N‘ou—A’pprov‘ai of Settlement Agreement

Except as may be set forth in. this Settlement Agreement, the Settiing Defendant and
Plaintiffs expressly reserve all of their respective rights if this Settlemetit Agreement does not
become effective or is not approved by the Courts and the Plaintiffs hereby expressly
acknowledge that they will net, in any way whatsoever, use the fact or existence of this
Settlement Agreement or relatéd -documents and informatian as any form ef admission, whether

of liability, process, wrongdging, or otherwise, of the Settling Defendant.

SECTION 6 - RELEASES AND DISMISSALS
6.1  Release of Releasees
(1) Upon the Effective Date, and in consideration of the cooperation of the Settling
Defendant and the Releasees pursuant to this Settlement Agreement, and for other valuable
consideration set forth in the Settlement Agreement, the Releasors forever and absolutely refease

tlie Releasees from the Released Claims.

(2)  The Releasors are aware that they may hereafter discover claims or facts in addition to or
different from those they now:-know et believe to be true with respeet to the matters giving riseto
the Released Claims: Nevertheless, it.is the intention of each of the Releasors te fully; finally
and forever settle and iefease fhie Réleased Clafms. In furtherdnce of such intention, the release
given herein shall be and remiaih it effect as & 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 Ta Sue

Notwitlistanding section: 6.1, for any Settlement Class Members resident in any province
or.territory where the release -of one tortfeasor is a release of all other tortfeasors, upon the
Effective. Date, the Releasors do: nat release the Releasees but instead covenant and.undertake
riot to make any claim in-any way or to threaten; commence, participate in or continue any
proceeding in any jurisdiction agginst the Releasees in respect of or in relation to the. R:glgas_cd

Claims.
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6.3  No Further Claims
The Releasors shall not now -or hereafler institufe, contifiué, maintain or assert, or
otherwise join, assist, aid or act in- concert in any manner whatsoever, either directly or

indirectly, whether in Canada or elsewhere, on their own behalf or on behalf of any class or any

~ other Pefson, any action, suit, proceedings, arbitration, cause of attion, claim or demand,

whether civil, criminal, regulatory er otherwise, against any Reledasee or any other Person who
may elaim confribution or indemnity from any Releasee arising from, in respect of or in
connection with any of the matters giving 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, Effective Date, each of the Ontario Proceeding and the Quebec Proceeding
shall be-dismissed with prejudice and. without costs as against the:Settling Defendant.

6.5 ~ﬁijs:ni'issal of Qther Actions
{)  Upon the Effective Date, each Settlement Class Member shall be deemed to consent to
the dismissal, withiout cests or further recourses and with prejudice; of his, her or its Other

Actions against the Releasees.

() Upeén the Effective Date, all Other Actions in each of the Courts’ respective jurisdictions
commenced by any Settlement Class Member shall be dismissed against the Releasees, without

costs:or flirther recourses.and with-prejudice.

SECTION 7 - BAR ORDER AND OTHER CLAIMS

- 7.1 Ontario Bar Or'dex:

(1)  The Plaintiffs in the Ontario Proceeding shall seek a bar order from the Ontario Court

providing for the following:

(@ Al claims for contribution, indemnity or other claims over, including, withiout
linditation, poténtidl third: party claifs,-at commoi ']‘év's.r’, equity’ or pursuant to the
OS54 or other statite, whether asserted, unassérted or asserted in a representative
capacity; inglysive of intetest; taxes andcosts, rélating o fhic Released Claims, which
-were of could hay;;‘;»iﬁc;__e_g;broughﬁ in. the fmeeej&iﬁggs: ot othérwise; or could in-the

37
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future be brought on the basis of the same events, actions and omissions underlying
the Preceedings or-otherwise, by any Non-Settling Defendant er any- Party or other
Releasor against a Releasce ate barred, prohibited and emjoined in accordance with

the terms.of this section 7.1.

If the Court determines that there is a right of contribution and indemnity or other

claims over, whether in equity or in law, pursuant to the OSA4 or other statute, or

" otherwise:

©

i,  theOntario-Settlément Class Members shall not be entitled to claim or
recover from the Non-Settling Defendants that portion of any damages
“(including punitive damages, if any), restitutionary dward, disgorgement
of profits, interést and costs that cerresponds fo the Proportionate
Liability of the Réleasees proven at trial or otherwwe, -and

ii. this Coart shadll have full authority to determnirie’ the Propottionate
Liability. of the Releasees at the trial or other dispesition of this action,
whether or not the Releasees appear at the' trial or other disposition and
the Proportionate Liability of the Releasées shall be determined as if the
Releisees are parties to this action and any determination by this Court
in-respect of thie Proportionate Liability of the Releasees 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
times to appeal from such certification have been exhausted, a Non-Settling
Defendant niay make a motion to the Court on at least twenty (20) days notice, and
to be determined as if the Settling Defendant is party to this action, seeking orders

for the following;:
i documentary discovery and an affidavit of documents in accordance
with the Rules of Civil Procedure, O.Reg. 194 from the Settling
Defenidant;

ii. oral discovery of a representative of the Settling Defendant, the
transcripts of which may be read in at trial;

i, leave to serve a request to admit on the Settling Defendant in respect of
factual matters; and/or

iv. the production of a representative of the Scttimg Defendant to testify at
‘trial, with such withess or withesses to be subject to cross-examination
by courrsel for theNon—Setﬂmg Defendants.

3z




@

©

®

-21-

Thg Settling Defendant retains all rights to oppose such motion(s) brought under
subsection 7.1(1)(c).

A Non-Settling Defendant may effect service of the motion(s) referred to. in
subsection 7.1(1)(c) on the Settling Pefendant by service on counsel of record for the
Settling Defendant in the Ontario Proceeding.

To the extent that an order is-granted pursuant to subsection: 7.1(1)(c) and discavery
is provided to a Non-Seitling: lf)_g_feﬁdant-,. a capy of all discovery provided, whether
oral-or dacumentary ir-nature, shall-promptly be provided by counsel for the Settling
Defendant to Class Counsel.on behalf of the Plaintiffs.

%2  QuebecBarOrder

(1)  The Plaintiffs in the Quebec Proceeding shall seek a bar order from the Quebec Court
providing for the following:

@

(®)

{©)

(d

the Plaintiffs-and the Settlement Class Members.in the Quebec Proceeding expressly
waive. the benefit of solidarity against the Non-Settling Defendants with respect to
the facts, deeds and omiSsions of the Settling Defendant;

the Plaintiffs and the Settlement Class Members in the Quebec Proceeding shall
henceforth only be able to claim and- recover damages, including punitive damages,

attributable to the condugct of the Non-Settling Defendants;

any ‘action’ in warranty -or- other joinder of partics fo obtain any confribution or
indemritty from the Sektiing Defendant or relaiifig; to-the Released Claims shall be
inadmissible-and void in the confext of the Quebec Proceeding; and

the Qucbéc Court retains an ongoing supervisory. role for the purposes of executing
this section 7.2, as well as all-procedural aspects: of the Quebec Proceeding, and all
issues regarding. this section 7.2 or any other procedural issues shall be resolved
undér special case management and according to the Quebec Code of Civil
Procedure, and the Settling: Defendant-shall acknowledge the Junsdxctwn of the
Quebee Court: for such purposes. '
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7.3  €laims Against Other Persons Reserved

Except as provided herein, this Settlement Agreement does not settle, compromise,
xelease or limit in any way whatsoever any claim by Settlement Class Members against any
‘Person otlier than the Settling Defendant and the Releasees.
74  Material Term

The form and content of the bar erders contemplated in- this section 7 shall be considered
& material termi of this Settlement. Agreement and the failure of any Cauirt to approve the bar
‘orders contemplated herein shall constitite-a Non-Approval of Settlement Agreement pursuant to
section 5.1 of this Settlement Agreérient.

SECTION 8 - EFFECT OF SETTLEMENT

81  No Adumission of Liability

Whether or not this Scttlement Agreement is approved by the Courts:
)  this Settlemeiit Agréemerit-and anything contained herein,

(i)  any and all negotiations, documents, discussions and proceedings associated with

this Settlement Agreement, and
(i)  any action taken to.carry out this Settlement Agreement,

shall not be deemed, constried or-iiteipreted 1o be an adiission of any violdtion of any statute
or'law, of-of any wrongdoing-or liaﬁilily. 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 Settlenent Class Member.

8.2  Agreement Not Evidence

The Parties agree that; whether or not:approved by the Courts:
(i)  this Settlement Agreement and anything contained herein,

@) -any and all-negofiations; decuments, discussions and proceedings associated with

this Sctt‘fcmcnt- Agreemesit, and
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(iii) - any action taken to carry out this Settlement Agreement,

shall not be' referred to; offered as evidence or received in evidence in any peading or future

civil,.criminal or administrative action or proceeding, except in a proceedirig to approve and/or -

enforce this Settlement Agreement, or to defend against the assertion of Releaséd Claims, or as

otherwise required by law.
83  No Further Litigation
No €fass Counsel, nor anyone currently or: hereafter employed by, associated with, or a

partner with Class-Céfns
assist with: respect to any elain-made or action commenced: by any Person which relates to or

¢l, may Gineetly or mdircctly paticipate or be involved in or in any way

arises from the Released Clainis, except im relation to the continued prosecution of. the
Proceedings against any Non-Settling Defendant, Moreover, these Persons may not divilge to
anyone for aily puiposé any information obtained: ift the couise of the Proeeedings or the
négotiation; and:preparation of this Settfement Agreement, except to the extent such iriformation
is otherwise publicly available or unless ordered to do so by a court. '
SECTION 9 - CERTIFICATION OR
AUTHORIZATION FOR SETTLEMENT ONLY

(1)  The Parties agree that the Ontario Procecding shall be cetified, and the Quebec
Proceeding shall. be auihox:ized, as class proceedings solely for purposes of settlement of the
Procéedings and the approval of this Settlement Agzresmerit by the Courts.

€y  The:Plaiatiffs dgres that, in the motigns for cortification of the Ontario-Proceeding and
for authofization of the:Quebes Proceeding as. class proceedings and for the approval of this
Settlement Agrecmeit, the only.common issue:that they will seek to define is'the Common Issue
and the only classes that-they will assert are the Settlement Classes.
SECTION 10 - NOTICE TO SETTLEMENT CLASSES

10.1 Reqisired Notice )

The proposed Settlement Classes.shall.be given Notice of Certification/Authorization and
Approval Hearings,

-23- 376
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10.2 Form and Distribution of Notices

1) The form of notice referred to in section 10.1 and the mariner _ahd‘.extcnt of publication
-and distribution of the notice shall be as agreed to by the Plaintiffs and the Settling Defendant
and:approved by each of the Courts.

(2)  The Settling Defendant shall pay the costs of the notice required in section 10.1 and the
cost of the Opt-Out Administrator, previded that such costs shall not exceed $100,000 CAD
{exclusive ‘of all applicable. taxes).. Any costs in excess of $100,000 CAD (exelusive of all

SECTION 11 - MISCELLK*NEOUS
111 Moltio-ns,for"l)irecﬁbns-

(1') Class-Counsel or. the Settling. Defendant may apply to tﬁe Courts for directions in:resgect

- of the: interpretation, implemeritation and administration of this Settlement Agreement. Unless

thie Courts order otherwise, motions for directions: that do not relate specifically to- thie Quebec
Prisceeding shall be determined by the Ontario Court.

{2)  All motions contemplédted by this- Settlement. Agreement shall be on notice to the

Plaintiffs and Settling Defendant, as appropriate:

112 Class Counsel to Advise Scttling Defendant of Stafus of Proceedings

Class Counsel 4grees to provide information as to the status of the Proceedings in
#Espotise 1o réasonable requests madéby the Settlinig:-Deféndant fom tine to time asto the status
‘of ithe Proceedings. Upon reasotiable request, Class Cotnsel. will promptly provide counsel for
ilie Settling Deféndant with. electronic copies of all affidavit material and facta exchanged in the

Proceedings, unless precluded fror doing 50 by court order.
113 Headings, etec.
_ In this Settlement Agreement;
{a)  the division of the Settlément Agréement into sections and the insertion of

headings are for convenience of reference only and shall not affect the

construction or interpretation of this.Settlement Agreement;
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®) words in:the singular include the plural and vice-versa and words in one gender

include all genders; and

(c)  the terms “this Settlement Agreement”, “hereof’, “hereunder”, “herein”, and
similar expressions refer to this Settlement Agreement and not to any particular

section or other portion of this Settlement Agreement.

114 Compautation of Time
In the computation of time in thi§ Settlement Agreement, except where a contrary

intention appears,

(@  where there is a reference to a-numbtr of days between: two events, the number of
days shall be counted by excluding the day on which the first event happens and
mcludmg 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 expires on a holiday, the act may

be done on the next day that is not a holiday.
11.5 Ongoing Jurisdiction
(1)  Each of the Courts shall retain exclusive jurisdiction over each Proceeding commenced in
its jurisdiction; and over the Pasties thereto.

(2)  No Party shafl ask a Court: to make any order or give any direction in respect of any

matter of shared jurisdiction siless that order or direction is conditional upon a complimentéary

order or direction betng made or given by the oflier Couri(s) with which it shares jurisdiction

over that matter.

(3)  The Plaintiffs and the Non-Settling Defendant may apply to the Ontario -Court for
direction in respect of the implementation, administration and enforcement of this Settlement

Agreement.
11.6 Governing Law

This Settlément. Agreement shall be govemed by and construed and interpreted in

accordance with the'laws of the Province of Ontario, save for matters relating exclusively to the
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Quebec Class Members, which matters shall be governed by and coristrued and interpreted in
accordance with the Laws. of the Province of Quebec shall apply.

11.7 Disputes

(l) Subject to sﬁbsecti‘o,n 11.7(2) herein, if there is a dispute regarding the applicability of
any provision or term of this Settlement Agreement which cannot be resolved through reasonable
discussions and negotiations as between Class Counsel and counsel for the Settling Defendant,
such dispute(s) shall be submitted: to the Ontario Court for resolution, save for dispute(s) relating
exclusively to- the Quebes Class Members, which dispute(s) shall be submitted to. the Quebec
Court for resolution. The-costs ofany such dispute shall be shared by the parties to the dispute
according to the degree to which-they do or do not prevail on their respective claims (i.., with
the losing: party bearing the greater-share), as determined by the: Ontario' Court or the Quci:;cc
Court, as thie case'maybe. To the'extent that any disputé contemplated in this subsection 11.7(1)
involves or requires a determination as to whether any documments or other materials shall be
required te be disclosed pursuant to this Settlement Agreement, Class Counsel and counsel for
the Settling Defendant agree to seek; on-a consent basis, a sealing order or other appropriate
relief such as to ensure that any such documents or other materials shall remain confidential and
shall not form part of the public Ontario Court record or the Quebec Court record, as thie case

may be.

(2)  To the extent that any dispute contemplated in this séction 11.7 involves or requires a
-determination as to whiether-any documents, information or other materials are prohibited from
‘being discloséd by the Setfling: Pefeadant pursuant fo any foreign privacy law; foréign state
secrets law or other law. of -aiforéig-n_:jm:i’s'diction, Class Counsel and counsel for the Settling
Defendant agree-to seek, o a joint and reasonable efforts basis, the requisite approval for the
disclosure or export of such documents or other materials from the relevant authorities of the

applicable foréign jurisdiction.

118  Joint and Severable / Indivisible
- All of the obligations of the Plaintiffs and the Releasors in this Settlement Agreement are
joint and several @in Quebec, solidary) amengst them and are indivisible under the laws of

Quebec. Allof the-obligations of the Settling Defendant and the Releasees in this Settlement
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Agreement are joint and several (in Quebec, solidary) amongst them and are indivisible under

the laws of Quebec.

11.9 Entire- Agreement

This' Settlement Agreement constitutes the entire agreément among the Parties, and
supersedes all prior and contemporaneous understandings, undertakings, negotiations,
representations, promises, agreements, agreements in principle and memoranda of understanding
in connection herewith. None of the Parties will be. bourid by any prior obligatiens, conditions-or

representations-with. respect to- the: subject matter of this Settlement Agreement, unless expressly

. incorporated-herein.

11.10  Amendurents
This Settlément Agreement may not be modified or amended ekcc_pt in writing and on
consent of all Parties hereto and any such modification or amendment must be approved by the

Courts with jurisdiction over the miatter to which the amendment relates,

1111 Binding Effect

This Settlement Agreement shall be binding upon, and enure to the benefit of, the
Plaintiffs, the Settling: Defendant, the Releasees, the Settlement Class Members, the Releasors
and all of theit successors and assigns unless and until this Settlement Agreement is not
approved by the Courts, in which case only those sections r&feréﬁccd» in section 5.2 of this
Settlement #greernent shall continue fo be binding in the manner. contemplated in this section
a1, Withou: miting ihe genstality-of the foregoing, each and every covenant, candition,
réledse:and agréement made herein by the Plaintiffs.shall be binding upon alt Releasors and: éach
and every cnﬁejnaﬁ't, condition, release and agreement made herein by the Settling Defendant
shall be binding upon all of the Releasees unless and until: this Settletent Agicement is not
approved by the: Courts,. in’ which- ease only those sections referenced in section 5.2 of this
Settlement Agreement shall continue to be binding in. the manner contemplated in this section
LL.IL

1112 General Obligation
Without litiiting the generality of any other provisions of this Seftlemient. Agreement,
untii such time.as.¢ither of the Courts have refused to approve this Seftlement Agreement and the
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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 action or omit to take any action
ihat is inconsistent with the purposes and scope of this Settlement Agreement; and (ii) none of
the Settling Defendant, the Releasees and their respective counsel that are party hereto shall take
any action or omit to take any action that is incomsistent with the purposes and scope of this

Settlement Agreement.

11.13 No Assigiimeiit

None of the Plaintiffs and the Releasors has heretofore assigné‘d; transférred or granted,
or purported to assign, fransfer or grant, any of the claims, demands and causes' of action
disposed of by this Settlement Agreement including, without limitation, any of the Released

Claims;

11.14 Third Party Beneficiaries

The Plaintiffs acknowledge and agree;, on their behalf and on behalf of all Releasors, that
the Releasees other than the Settling Defendant are third party beneficiaries of this Settlement
Agreement, and that the obligations and agreements of the: Plaintiffs and the Releasors under this
Settlement Agreement are expressly intended to benefit all Releasees despife not being

signatories to this Settlement Agreement.

i’l.l_S' Caunterparits

This Settlement Agreeinent may be executed in. counterparts, all of which taken together
will be deemed to constitiife one: and the same dgrecmient, arid 2 facsimile signature shall be
déemed an Griginal signature forpurposes of executing this Settlement Agreemesit.

11,16 Negotiated Agreement

This Setflement Agreement has béen the subject of negotiations and discussions among
the undersigned, each of which has been represenited and advised by competent counsel, so.that
any statute, case law; or rule of interpretation or construction that would or might cause any
provision te be construed against the drafier of this Ssttlexﬁenjc Agreement shall have no force
and effect. The Parties further agree that the language contained in or not contained in previous
drafts of this Settlement Agreement, or any ag’r'eément in principle; shall have no bearing upon

the:properinterpretation of this Setilement Agreemient.
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11.17 Language

The Parties acknowledge that they have required and. consented that this Settlement

- Agreemetit and all related documents be prepared in English; les parties reconnaissent avoir

exigé que la présente convention et tous les documents connexes soient rédigés en anglais. Ifa

French translation is made, the English: version will have precedence.

11.18 Tramsaction
This Settlement Agreement constitutes a transaction in accordance with Articles 2631
and followirig of the Civil C'adé of Quebec, and the Parties are hereby renouncing to any errors of
faet, of law and/or of calculation.
11.19 Recitals '
The recitals to this Settlement Agreement are frue and form an integral part of the

Settlement Agreement.

11.20 Schedules

The Schedules annexed herete form an integral part of this Settlement Agreement.

11.21 Acknowledgements
Each of the Parties hereby affirms and acknowledges that:

(@).  he, she or a representative of the Party with the authority to bind the Party with
respeet to the matters.set forth herein has read and understands the Settlement

Agreement;

(b)  the terms of this Settlement Agreement and the effects thereof have been fully
explainied to him, her or the Party’s représentative by his, heror its counsel;

(¢} he, she or the Party’s representative: fully understands each tenn of the Settlement
Agreement and its effect; and

(d)  no Party has relied upon any statement, representation or inducement (whether
material, false, negligently made or otlierwise) of any othier Party with respect to
the first Party’s decision to-execute this Settlement Agreement.
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11.22 Authorized Signatures

Each of the undersigned represents that he or she is fully authorized to enter into the

terms-and conditions of, and to execuite, this Settlement Agreement.

11.23 Notice

Where this Settlement Agreement requires a Party to provide notice or any other

communication or document to another, such notice, communication or document shall be

_pravided by email, facsimile or letter by overnight delivery to the representatwcs for the Party to

whom notice is being provided, as: Tdentiticd below:

For Plaintiffs in the Ontario Proceedings and for Ontario Counsel:

-Charles M. Wright , Kirk M. Baert

Siskinds LLP Koskie Minsky LLP

Barristers-and Solicitors Barristers and Solicitors.

680 Waterloo Street 20 Queen Street West, Suite 900, Box. 52
London, ON N6A 3V8 Torente, ON MSH 3R3

Telephone: 519-660-7753 Tel: 416.595.2117

Facsimile: 519-660-7754 Fax: 416.204.2889

Eimail: chailes.wright@siskinds.com Email: kbaert@kmlaw.ca

ForPlaintiffs in the Quebec Procéedings and for Quebec Counsel

Simon Hébert

‘Siskinds Desmeules s.e.n.cord. -
Les promenades du Vieux—Quebec

43 rue Buade, bureau 320

Quebec City, QC GIR 4A2

Telephorie: 418-694-2009
Facsimile: 418-694-0281

‘Email: simon.hebert@siskindsdesmeules.com




For Settling Defendant
in the Ontario Proceeding:

John J. Pirie

Baker & McKeuzie LLP
Barristers:& Solicitors
Brookdield Place
Bay/Wellington Tower
181 Bay Street, Suife 2100
Totonto, Qutarie: M5) 273
‘Canada

Telephone: 416.865.2325
Fax: 416.863.6275
Email: johnipirié@bakermckenzie.com
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For Setiling Defendant
in'the Quebec Proceeding

Bernard Gravel

Lapointe Rosenstein Marchand Melancon,
LLP '

1250 René-Lévesque Blvd. West, Suite 1400
Montreal, Quebec, H3B.SEY

Canada

Telephone: 514.925.6382
Fax: 514.925.5082
Email: bernard.gravel@lmm com
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11.74 Date of Execution

The Parties have executed this Settlement Agreement as of the date on the cover page.

Namsr " Koskic, Mmsky [37 2
Title:  Ontario Counse!

By: "<

Name® 4
Tiile: Queb‘e23

POYRY (BEIJING) CONSULTING
COMPANY LIMITED

By:

W “‘5’1@“ : Mckenzxc TP
Tide:  Counsel forthe Settling
Defendant in Ontario

O i M

\Iﬁme Lapmntc'Rmcnslen Marchand
Meclangon, LLP

Tide:  Counsel for the Setiling
Defendant in Quebec
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: SCHEDULE A PR@CEEBINGS
. Proceedmg Plamtlffs Defeudants | Settlement Class
.| Ontasie Supener “The Trustees of the | Sino-Forest Coxporaﬂon, " All persons and
Court of Justice. | Labourers’ Pension | Emst & Young LLP, BDO | entities, wherever
-Court File No. Fund of Central And [ Limited (formerly known | they may reside who
1 CV=11-431153- | Eastemn Canada, the | as BDO-MeC€abe Lo acquired Sino Forest’s
| GOCP (the ' Trustees of the Limited); Allen T.Y. Chan, | Securities:during the
1 “Ontario- International Union | W. Judson Martin, Kai Kit | Class Period by
| Proceeding?) - of Operating Poon, David J. Horsley, distribution in Canada
' Engineers Local 793 | William E. Ardell, James | or on the Torento
. Pension Plan for P. Bowlind, James-M.E. | Stock.Exchange or
 Operating Engineers | Hyde, Edinund Mak, other s¢condary
| in Ontario, Sjunde | Sitnon Murray; Peter market in-Canada,
Ap-Fonden, David | Wang, Garry J. West, which includes
- Grant and Robert - PSyry (Beljing) Consulting | securities acquired
Wong Company Limited, Credit | over-the-counter, and
' Suisse Securities (Canada); | all persons and
Ine., TD Securities: [nc., ' entities who acquired
Bundee Sécurities Sino Forest’s
Corporatior, RBC Secutities-during the
Domision Securities Inc., | Class Period who are
Scotia Capital Inc., CIBC | resident of Canada or
World Markets Inc., were resident of
Merrill Lynch Canada Inc., | Canada atthe time of
Canaceord Financial Ltd., | -acquisition, except the .
Maison Placements Canada | Excluded Persons.
| Inc_; Credit Suissé
Secunttcs (USA)YLLC and
Banc-Of Amenca
] stor Courtof Gummg Liu ] Smo-Forest.Corporatmn All natural persons, as |
1-Quebeat istiet | .Ernst & Young EER, Allen | well asall legal
Jof Québee), File T.Y. Chari, W. Judson persons established
{ Ne. 200-06- Martin, Kai Kit Poon, for a private interest,
1 000132-111 (the David J. Horsley, William | partnerships and
‘.“QUcbec E. Ardell, James P. associations having no |
| Proceeding™) ' Bowland, James M.E. more than fifty (50)
Hyde, Edmund Mak, persons bound to it by
Simen Murray, Peter contract of
Wang, Gary J. West employment under its
' and PByry (Beijing). direction or centrol
Consutting Comipany during the twelve (12)
Limited monthiperiod |
preceding the motion
for. authonzatlon
domxclled g fuegbe.
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Defendants

Proceeding Plaintiffs Settlement Class

- — (other ani the
Defendants, their past
and present

{ senior employeeés,

| réepresentatives, heirs,

- Siaccessors. and

| assigns; and-any
individual who is an

immediate member of |

" individwal named

subsidiaries, affiliates,
officers, ditectors,

partners, legal

predecessors,

the families of the

deféndants) who
purchased or
otherwise dequired,
whether i1 the
secondary market, or
under a progpectus or
other offering
document in the
primary market,
equity, debt or other
securities-of of
relating to Sino-Forest |

Corporation, from:and |

including August 12,

2008 to-and including: |

Jupe 2,20k - f
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This is Exhibit “B” referred to in the
Affidavit of Li Yin Fan,

sworn before me this £ o

day of August, 2012

..

Person Authorized to take Affidavits

Katherine K. Y. Lam
Solicitor,
Hong Kong SAR
Messrs. Simon Si & Co.
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Court File No.

ONTARIO c-i2- 40906

SUPERIOR COURT OF JUSTICE

. BDO LIMITED
Plaintiff
-and -
RY MANAGEMENT CONSULTING (SINGAPORE) PTE. LTD.
Defendant

'STATEMENT OF CLAIM
TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the
plaintiff. The claim made against you is set out in the following pages. -

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer acting
. for you must prepare a statement of defence in Form 18A prescribed by the Rules of Civil
Procedure, serve it on the plaintiff's lawyer or, where the plaintiff does not have a lawyer,
serve it on the plaintiff, and file it, with proof of service, in this court office, WITHIN
TWENTY DAYS after this statement of claim is served on you, if you are served in Ontario.

If you are served in another province or territory of Canada or in the United States of
America, the period for serving and filing your statement of defence is forty days. If you are
served outside Canada and the United States of America, the period is sixty days.

_ Instead of serving and filing a statement of defence, you may serve and file a notice of
intent to defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you
to ten more days within which to serve and file your statement of defence.

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF
YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL
FEES, LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL
LEGAL AID OFFICE.

IF YOU PAY THE PLAINTIFF'S CLAIM, and $5,000.00 for costs, within the time
for serving and filing your statement of defence, you may move to have this proceeding
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dismissed by the court. If you believe the amount claimed for costs is excessive, you may pay
the plaintiff's claim and $400.00 for costs and have the costs assessed by the court.

Date ny?S 2012 Tssued by W
L?éal registrar

Address of 393 University Avenue
court office Toronto, ON

TO: Poéyry Management Consulting (Singapore) Pte. Ltd.
Raffles Place .
#38 — 05 Singapore Land Tower
Singapore, 048623




CLAIM

1. The plaintiff, BDO Limited(“BDO”), claims:

(a)

(b)

(©

@)

(e)

Contribution and indemnity for any amounts for which BDO is held liable to
anyone in the proposed class action brought by The Trustees of the Labourers’
Pension Fund of Central and Eastern Canada and others against Sino-Forest
Corporation and others, including BDO, in Ontario Superior Court of Justice
Court File No. CV-11-431153-00CP (the “Ontario Class ‘Action”) as well as
for BDO’s substantial indemnity costs of defending the Ontario Class Action
and any crossclaims or other claims for indemnity advanced against BDO in or

in relation to the claims advanced in the Ontario Class Action;

In the alternative, damages equal to any amounts for which BDO is held liable
to any party in the Ontario Class Action plus any costs of defending the
Ontario Class Action and any indemnity claims advanced against BDO in

relation to the claims advanced in the Ontario Class Action;

An order consolidating this action with the Ontario Class Action on such terms
as this Honourable Court considers to be just, including terms requiring that
this action be treated as if it were commenced as a third party claim within the

Ontario Class Action;

Interest on the amounts claimed pursuant to the Courts of Justice Act, R.8.0.

1990, ¢.C.43, as amended; and

The costs of this action on a substantial indemnity scale.

Parties involved:

2. The plaintiff, BDO, is a Hong Kong-based accounting firm formerly known as BDO
McCabe Lo Limited that, among other things, conducts audits of the annual financial

statements of publicly traded companies. Among other things, BDO audited the annual

financial statements for Sino-Forest Corporation (“Sino”) for the years ended December 31,
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2005 and December 31, 2006. BDO ‘was the auditor for Sino until on or about August 12,
2007, when BDO was replaced as Sino’s auditor by Emst & Young LLP (“E&Y™).

3. The Defendant, Péyry Management Consulting (Singapore) Pte. Ltd. (“Poyry
Singapore”), was formerly known as Poyry Forest Industry Pte. Ltd. (“Péyry F orest™)
between April 2006 and March 2010 and, prior to that, as JP Management Consulting (Asia-
Pacific) Pte. Ltd. (“JP Management”) between April 2000 and April 2006. PSyry Singapore is
a Singapore-based limited private company that is a vs}holly-owned subsidiary of Péyry PLC,
a publicly listed consulting firm based in Helsinki, Finland. Pdyry Singapore is based in
Singapore and also does business under the name Jaakko P&yry Consulting.

4. Payry Singapore is a management consultancy business focused on corporate, product,
and marketing strategies, corporate finance, due diligence, business intelligence services, and
performance management. P8yry Singapore provided asset valuation and other management
consultancy sefvices to Sino in connection with Sino’s timber assets during the period from
2003 to 2008. Thereafter, an affiliate of PSyry Singapore, PSyry (Beijing) Consulting

Company Limited (“PSyry Beijing”), provided such services to Sino.

5. Sino is incorporated under the laws of Canada and carries on business as a commercial

forest plantation operator.

6. Sino was and is a reporting issuer in all provinces of Canada. Until recently, Sino’s
shares were listed and publically traded on the Toronto Stock Exchange (“TSX”) and on other

exchanges in Canada and elsewhere, as well as over the counter in the United States.

The Ontario Class Action and the claims advanced against BDO:

7. On July 20, 2011, a Notice of Action was issued commencing the Ontario Class
Action, followed by the delivery of the initial version of the Statement of Claim in the Ontario
Class Action on August 30, 2011. The Ontario Class Action seeks to certify an action on
behalf of all persons who purchased Sino securities in Canada during the Class Period (which
is defined as March 19, 2007 to June 2, 2011), as well as all Canadian residents who
purchased Sino’s securities outside of Canada. The original defendants named in the Ontario

Class Action were:
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(d)

Sino and several current and former officers and directors of Sino: Allen T. Y.
Chan (“Chan”), W. Judson Martin (“Martin”), Kai Kit Poon (“Poon™), David J.
Horsley (“Horsley”), William E. Ardell (“Ardell”), James P. Bowland
(*Bowland”), James N. E. Hyde (“Hyde”), Edmund Mak (“Mak™), Simon
Murray (“Murray™), Peter Wang (“Wang”), and Garry J. West (“West”);

Sino’s auditor from August 2007 until April 2012, E&Y;

Several investment dealers that acted as underwriters for a series of public
offerings of securities by Sino, namely, Banc of America Securities LLC
(“Banc of America”), Canaccord Financial Ltd. (“Canaccord”), CIBC World
Markets Inc. (“CIBC”), Credit Suisse Securities (Canada) Inc. (“Credit
Suisse™), Credit Suisse Securities (USA) LLC (“Credit Suisse USA”), Dundee
Securities Corporation (“Dundee”), Maison Placements Canada Inc.
(“Maison™), Merrill Lynch Canada Inc. (“Merrill;’), RBC Dominion Securities
Inc. (“RBC”), Scotia Capital Inc. (“Scotia), and TD Securities Inc. (“TD”)

(collectively, the “Underwriters™); and

An affiliate of the defendant, P6yry Beijing, which conducted valuations of

Sino’s timber assets from and after 2008.

8. On January 25, 2012, pursuant to an Ontaﬁo Superior Court Order, all class actions

commenced in Ontario except for the Ontario Class Action were pennaﬁently stayed and, in

addition, the representative plaintiffs in the Ontario Class Action were given leave to file a
Fresh as Amended Statement of Claim (the “January 25™ Claim”) which, among other things,
was amended to add BDO as a defendant to the Ontario Class Action.

9. The January 25" Claim was subsequently further amended on April 18, 2012, pursuant

to leave to do so granted by the Court (the “April 18" Claim”).

10. Along with other relief and damages sought against BDO and the other defendants,

including certification of the action as a class action, the April 18™ Claim makes the following

damages claims against BDO and other defendants named in the Ontario Class Action:
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On behalf of all of the Class Members who purchased Sino’s securities in the
secondary market during the Class Period (which is defined as the period from
March 19, 2007 through June 2, 2011), and as against all of the 'Défendants
other than the Underwriters, general damages in the sum of $6.5 billion (the

“Secondary Market Claim”);

On behalf of all of the Class Members who purchased Sino common shares on
a distribution pursuant to a Prospectus issued by Sino in June 2007 (the “June
2007 Prospectus™), and as against Sino, Chan, Poon, Horsley, Martin, Mak,
Murray; Hyde, Poyry Beijing, BDO, Dundee, CIBC, Merrill and Credit Suisse
general damages in the sum of $175,835,000;

On behalf 'of all the Class Members who purchased Sino’s 5% Convertible
Senior Notes due 2013 on a distribution pursuant to an Offering Memorandum
issued by Sino in July 2008 (the “July 2008 Offering Memorandum”), and as
against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry
Beijing, BDO, E&Y and Credit Suisse USA, general damages in the sum of
US$345 million;

On behalf of all the Class Members who purchased Sino’s 10.25% Guaranteed
Senior Notes due 2014 on a distribution pursuant to an Offering Memorandum
issued by Sino in June 2009 (the “June 2009 Offering Memorandum”), and as
against Sino, Chan, Poon, Horsléy, Wang, Martin, Mak, Murray, Hyde, Péyry
Beijing, BDO, E&Y and Credit Suisse USA,‘ general damages in the sum of
US$400 million; and

On behalf of all of the Class Members who purchased Sino common shares on
a distribution pursuant to-a Prospectus issued by Sino in December 2009 (the
“December 2009 Prospectus”), and as against Sino, Chan, Poon, Horsley,
Wang, Martin, Mak, Murray, Hyde, Poyry Beijing, BDO, E&Y, Dundee,
Merrill, Credit Suisse, Scotia, CIBC, RBC, Méison, Canaccord and TD,
general damages in the sum of $319,200,000;
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® On behalf of all the Class Members who purchased Sino’s 4.25% Convertible
Senior Notes due 2016 on a distribution pursuant to an Offering Memorandum
issued by Sino in December 2009 (the “December 2009 Offering
Memorandum™), and as against Sino, Chan, Poon, Horsley, Wang, Martin,
Mak, Murray, Hyde, Péyry Beijing, BDO, E&Y, Credit Suisse USA and TD,

general damages in the sum of US$460 million.

11.  The claims pleaded against BDO in the April 18® Claim stem from allegations relating
to the Audit Reports produced by BDO in relation to its audits of Sino’s 2005 and 2006
annual financial statements (réspective]y, the “2005 Audit Report” and the “2006 Audit
Report” and, collectively, the “BDO Audit Reports™). The 2005 Audit Report was filed on the
System for Electronic Document Analysis and Retrieval maintained by the Canédian Securities

Administrators (“SEDAR”) in March 2006 and the 2006 Audit Report was filed on SEDAR in
March 2007. '

12.  Itis alleged in the April 18" Claim that the 2005 Audit Report and the 2006 Audit

Report each contains the following mistepresentations:

{a) That BDO’s audits of Sino’s 2005 and 2006 annual financial statements were
conducted in accordance with Canadian generally accepted auditing standards;

and

(b)  That, in the opinion of BDO, Sino’s 2005 and 2006 annual financial statements
“..present fairly, in all material respects, the financial position of Sino as at
December 31, 2005 and December 31, 2006 and the results of its operations
and cash flows for the years then ended in accordance with Canadian generally

accepted accounting principles.”

13. As against BDO, the Ontario Class Action advances both common law negligent
misrepresentation claims and statutory misrepresentation claims under the Ontario Securities

Act, Parts XX1II and XXIII.1, regarding the above alleged misrepresentations by BDO.

14.  The claim as against BDO further alleges that BDO as Sino’s auditor owed and

breached a duty to maintain or ensure that Sino maintained appropriate internal controls to
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ensure that Sino’s disclosure documents adequately and fairly presented the business and

affairs of Sino on a timely basis.

15. BDO denies the allegations of misrepresentation, negligence and other improper
conduct advanced in the April 18" Claim. BDO specifically denies that BDO owed or
breached any duties to the representative plaintiffs or any other members of the proposed
Class in relation to its audits of Sino’s 2005 and 2006 annual financial statements or the
subsequent use of the BDO Audit Repoﬁs in the Prospectuses and Offering Memoranda

pursuant to which Sino’s securities were sold.

16. BDO further denies that any of the alleged breaches caused damages to the
representative plaintiffs or the proposed class members and denies that any of the claims

advanced are suitable for certification as common issues in a class proceeding.

17.  The Ontario Class Action is currently subject to a court-ordered stay (the “CCAA
Stay”) granted pursuant to a March 30, 2012 Initial Order issued by The Honourable Mr.
Justice Morawetz (“Morawetz J.”) in proceedings brought by Sino for protection under the
Companies Creditors Arrangement Act to permit it to engage in restructuring efforts (Ontario
Superior Court File No. CV-12-9667-00CL) (the “Sino CCAA Proceedings™). The CCAA
Stay is currently extended to September 28, 2012.

18.  In an Order dated May 8, 2012, Morawetz J. ordered that the CCAA Stay shall apply
to all parties to the Ontario Class Action, except that “there shall be no stay of any Proceeding
against P3yry (Beijing) Consulting Co. Limited and/or any affiliate, any other P6yry entity,

representative or agent.”

19. At an appropriate time after the CCAA Stay has been lifted, BDO intends to seek an
Order consolidating this action with the Ontario Class Action on such terms as are just,
including' terms providing for this action to be treated in the same manner as if it were

commenced as a third party claim within the Ontario Class Action.

55




-9.

The Péyry Singapore Reports and the Secondary Market
Claim in the Ontario Class Action:

20.  In support of the Secondary Market Claim, it is alleged in the Ontario Class Action
that BDO, among other things, failed to meet-its duties in relation to its assessment of Sino’s
financial reporting relating to Sino’s timber assets during its audits of Sino’s annual financial
statements for 2005 and 2006 and that the plaintiffs suffered damages as a result of their

reliance on those financial statements and BDO audits thereof.

21.  BDO denies these allegations and in particular denies that it ever owed or breached
any duty to the plaintiffs or proposed class members to opine or make representations

regarding the extent and valuation of Sino’s timber assets.

22.  Further, during the period when BDO was Sino’s auditor, the primary alleged
independent party retained by Sino to opine on the nature and value of Sino’s timber assets
and to report on those findings to Sino and the public generally was not BDO but, rather, the

defendant, POyry Singapore.

23.  For each year between 2003 and 2008, inclusive, Péyry Singapore provided annual
Valuation Reports to Sino concerning its timber assets and the current and projected valuation

of those assets (collectively, the “Pdyry Singapore Reports™).

24, In conducting its audit of Sino’s 2005 annual financial statements, BDO obtained,
reviewed and relied upon the 2005 PSyry Singapore Report, in which P6yry Singapore (which
was then called JP Management) valued Sino’s timber assets for the year December 31, 2005

at USD728.5 million.

25.  The Payry Singapore Report for 2005 (thé “PSyry 2005 Report™), among other things,

represented the following:

“Jaakko P8yry Consulting has determined the value of the 324 296.2 hectares (ha) of
forest assets owned by Sino-Forest as at 31 December 2005 to be USD728.5 million.
This is the result of a valuation of the existing planted area and uses an 11.5%
discount rate applied to real, pre-tax cash flows.

Jaakko P6yry Consulting has also prepared an existing forest valuation that includes
the revenues and costs of re-establishing and maintaining the plantation forests for a
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50-year period (perpetual valuation). However, to date Sino-Forest only has an option

to lease the land under the purchased trees for future rotations, the terms of which

have yet to be agreed. Sino-Forest is embarking on a 200,000 ha expansion of its

estate in Heyuan City. Jaakko PGyry Consulting has determined the valuation of the

Sino-Forest forest assets based on a perpetual rotation (including the planned

expansion in Heyuan City) using a real pre-tax discount rate of 11.5% to be

USD968.4 million as at 31 December 2005.”
26.  In addition in assessing the reliability of the PGyry 2005 Report, in early 2006 BDO
personnel met with and interviewed P6yry Singapore personnel, including the Principal of
Poyry Singapore, Andy Fyfe, on or about February 15, 2006 to discuss the independence,
business background and experience of Péyry Singapore in conducting valuations, the major
assumptions made in preparing the Péyry 2005 Report and its consistency with prior years
and industry standards, the significant estimates used in the valuation by P6yry Singapore and
any difficulties encountered by PGyry Singapore in the valuation process. BDO also took
steps to confirm that the information received by P6yry from Sino in preparing the PSyry
2005 Report was consistent with the information that had been received by BDO from Sino

for that year.

27.  BDO relied upon all of the above information from Poyry Singapore, as well as the

fact that Péyry Singapore’s valuation of Sino’s timber assets was higher than the cost value

shown by Sino for those assets in its 2005 annual financial statements. If, in fact, said asset .

valuation was incorrect, this arose solely by reason of the negligence and/or acts or omissions

of P6yry Singapore.

28.  In conducting its audit of Sino’s 2006 annual financial statement, BDO obtained and
relied upon the 2006 Valuation Report prepared by PSyry Singapore for the year ended
December 31, 2006 (the “Pdyry 2006 Report™), in which Poyry Singapore (which was then
called Poyry Forest) valued Sino’s timber assets for the year ended December 31, 2006 at
USD919.0 million.

29.  Among other things, the PGyry 2006 Report stated:

“IP6yry] has determined the valuation of the Sino-Forest assets as at 31 December
2006 to be USD919.0 million. This is the result of a valuation of the existing planted
area and uses an 11.5% discount rate applied to real, pre-tax cash flows.
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PSyry has also prepared an existing forest valuation that includes the revenues and
costs of re-establishing and maintaining the plantation forests for a 50 - year period
(perpetual valuation). However, to date Sino-Forest only has an option to lease the
land under the purchased trees for future rotations, the terms of which have yet to be
agreed. Sino-Forest is embarking on a 400,000 ha expansion of its estate in Hunan.
PSyry has determined the valuation of the Sino-Forest forest assets based on a
perpetual rotation (including the planned expansion in Hunan) using a real pre-tax
discount rate of 11.5% to be USD1,427.6 million as at 31 December 2006.”
30.  In addition in assessing the reliability of the Péyry 2006 Report, in January 2007 BDO
relied upon the assurances received in January 2006 regarding Péyry’s independence and
methodology in producing the Péyry 2005 Report, as pleaded above, as well as an additional
interview of Poyry employees that was done while PSyry was conducting site visits of Sino’s
plantations on or about January 20, 2007 during which Pdyry’s methodology for valuing

Sino’s timber assets was further discussed.

31.  BDO relied upon all of the above information from Pdyry Singapore, as well as the
fact that PGyry Singapore’s valuation of Sino’s timber assets was higher than the cost value of
those assets that was shown by Sino in its 2006 annual financial statements. If, in fact, said
asset valuation was incorrect, this arose solely by reason of the pegligence and/or acts or

omissions of Poyry Singapore.

32.  Based upon Pyry Singapore’s asset valuations hereinbefore pleaded, it is the position
of BDO in the Ontario Class Action that Sino’s 2005 and 2006 financial statements accurately
reflected the financial status of Sino as of December 31, 2005 and December 31, 2006,
respectively. It is BDO’s position that neither Sino’s financial statements for those years nor

the 2005 Audit Report and the 2006 Audit Report contained any misrepresentations.

33.  In the event that there were any misrepresentations or other deficiencies in the 2005
Audit Report or the 2006 Audit Report (which is denied), this was wholly caused by the acts
or omissions and/or negligence of Pdyry Singapore in its preparation of the Poyry 2005
Report and the P6yry 2006 Report, and in the other oral and written representations made by
Poyry Singapore to BDO regarding the valuation of Sino’s timber assets.

34.  Poyry Singapore at all times held itself out as a firm with significant expertise in the

assessment and valuation of timber assets and it was reasonable and consistent with GAAS
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for BDO to have relied upon Poyry Singapore and the reports prepared by Poyry Singapore in
conducting its audits of the Sino 2005 and 2006 annual financial statements and in BDO’s
preparation of the BDO Audit Reports for those Sino financial statements.

35.  Asset Valuation Reports regarding Sino’s timber assets and their value were prepared
by Pdyry Singapore for the years 2004, 2005, 2006, 2007 and 2008 (collectively, the “Péyry
Singapore Reports”) and were published by Sino itself directly to shareholders and
prospective purchasefs of Sino securities on the secondary market, both on Sino’s own
website and on SEDAR - all of which was done with the prior knowledge and consent of
P6yry Singapore. In addition, Sino referenced the relevant Poyry - Singapore Reports,
including the valuations contained in the Pdyry Singapore Reports, in the Annual Reports
issued by Sino’s management during the period relevant to the Ontario Class Action,
including the Annual Reports issued by Sino for 2005 and 2006.

36.  BDO has been sued in the Ontario Class Action on behalf of a proposed class of
persons who purchased Sino securities on the secondary market. In that regard, BDO says that
any such alleged damages (which are denied) were wholly caused by the negligent acts and
omissions of P8yry Singapore in the preparation of the Pyry Singapore Reports in breach of
its contractual obligations to Sino, the reasonable reliance of BDO upon the Pﬁyry Singapore
Reports for 2005 and 2006 in conducting its audits of Sino’s 2005 and 2006 annual financial
statements, and the reliance of some or all of the proposed class members directly upon the
representations in the Poyry Singapore Reports as well as the reference to the valuations in the
Poyry Singapore Reports in Sino’s Annual Reports in making their decisions to purchase Sino

securities on the secondary market.

37.  As such, Poyry Singapore is liable to indemnify BDO in respect of the Secondary
Market Claim advanced against BDO in the Ontario Class Action.

Use of the Péyry Singapere Reports in
primary market distributions by Sino:

38.  In addition to the above use and publication, with PSyry Singapore’s knowledge and
consent, Sino referred to and utilized the Péyry Singapore Reports in various offering

materials relating to the issuance of Sino shares and debt securities in the primary market.
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(a)  The June 2007 Prospectus:

39.  The June 2007 Prospectus issued by Sino incorporated by reference the Péyry 2006
Report.

40.  Poyry Singapore knew the Pdyry 2006 Report would be used in the June 2007

Prospectus. P6yry Singapore issued a letter to the relevant regulators stating:

“We consent to the incorporation by reference in the Prospectus of our report, entitled
“Valuation of China Forest Assets as at 31 December 2006° dated March 15, 2007
(the "Report™). We further consent to the use of our name in the Prospectus under the
heading "Interest of Experts” and elsewhere in the Prospectus.

We report that we have read the Prospectus and have no reason to believe that there
are any misrepresentations in the information contained therein that are derived from
the Report which we have prepared or that is within our knowledge as a result of the
services we performed in connection with the Report.”

41.  The Poyry 2006 Report stated, among other things, that:

“[PSyry] has determined the valuation of the Sino-Forest assets as at 31 December
2006 to be [US]$919.0 million. This is the result of a valuation of the existing planted
area and uses an 11.5% discount rate applied to real, pre-tax cash flows.

PSyry has also prepared an existing forest valuation that includes the revenues and

costs of re-establishing and maintaining the plantation forests for a 50 - year period

(perpetual valuation). However, to date Sino-Forest only has an option to lease the

land under the purchased trees for future rotations, the terms of which have yet to be

agreed. Sino-Forest is embarking on a 400,000 ha expansion of its estate in Hunan.

Pbyry has determined the valuation of the Sino-Forest forest assets based on a

perpetual rotation (including the planned expansion in Hunan) using a real pre-tax

discount rate of 11.5% to be [US]$1,427.6 million as at 31 December 2006.”
42.  BDO has been sued in the Ontario Class Action on behalf of a proposed class of
persons who purchased Sino shares on the offering to which the June 2007 Prospectus related.
In that regard, BDO says that any such damages suffered by such class members (which are
denied) were wholly caused by the negligent acts and omissions of Poyry Singapore in the
preparation of the PSyry 2006 Report in breach of its contractual obligations to Sino, the
reasonable reliance of BDO upon the relevant Poyry Singapore Reports and other

representations made by Poyry Singaipore personnel to BDO in the course of its audits of

Sino’s 2005 and 2006 annual financial statements, and the reliance of some or all of these
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proposed class members directly upon the repfesentations in the PSyry 2006 Report and other

P&yry Singapore Reports in making their decisions to purchase Sino shares.

43.  As such, Pdyry Singapore is liable fo indemnify BDO in respect of the claims
advanced against BDO on behalf of purchasers of Sino shares on the offering to which the

June 2007 Prospectus related.

(b)  The July 2008 Offering Memorandum:

44,  In 2008, Sino issued the July 2008 Offering Memorandum which incorporated by
reference a Valuation Report prepared by P8yry Singapore, entitled “Sino Forest Corporation
Valuation of China Forest Assets as of 31 December 2007,” and dated March 14, 2008 (the
“Poyry 2007 Report™).

45.  Poyry Singapore knew the PSyry 2007 Report would be used in Sino’s July 2008
Offering Memorandum. In a letter to Sino dated March 14, 2008, Péyry Singapore consented
to: “The inclusion of the [P6yry 2007] Report and/or a summary thereof (explicitly or by
incorporation by reference) in, and/or any reference to the Report at any time by the
Corporation or any subsidiaries thereof in, ... [ajny docurnent pursuant to whiéh any securities

of the Corporation or any subsidiary are offered for sale.”
46.  The Poyry 2007 Report stated:

“PSyry has determined the valuation of the Sino-Forest assets as at 31 December
2007 to be USD 1 245.3 million. This is the result of a valuation of the existing
planted area and uses an 11.5% discount rate applied to real, pre-tax cash flows.

POyry has also prepared an existing forest valuation that includes the revenues and
costs of re-establishing and maintaining the plantation forests for a 60 - year period
(perpetual valuation). However, to date Sino-Forest only has an option to lease the
land under the purchased trees for future rotations, the terms of which have yet to be
agreed. Sino-Forest is embarking on a 750,000 ha expansion of its estate in Hunan,
Yunnan and Guangxi Provinces. Poyry has determined the valuation of the Sino-
Forest forest assets based on a perpetual rotation (including the planned expansion in
Hunan, Yunnan and Guangxi) using a real pre-tax discount rate of 11.5% to be USD
3,205.2 million as at 31 December 2007.”
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47.  BDO has been sued in the Ontario Class Action on behalf of a proposed class of
persons who purchased Sino Notes on the offering to which the July 2008 Offering
Memorandum related. In that regard, BDO says that any damages suffered by such class
members (which are denied) were wholly caused by the negligent acts and omissions of Pyry
~ Singapore in the preparation of the PGyry 2007 Report in breach of its contractual obligations
to Sino, the reasonable reliance of BDO upon the relevant Pdyry Singapore Reports and other
representations made by PSyry Singapore personnel to BDO in the course of BDO’s audits of
Sino’s 2005 and 2006 annual financial statements, and the reliance of some or all of these
proposed class members directly upon the representations in the Péyry 2007 Report and other
Poyry Singapore Reports in making their decisions to purchase Sino Notes.

48.  As such, Pdyry Singapore is liable to indemnify BDO in respect of the claims
advanced against BDO on behalf of purchasers of Sino Notes pursuant to the July 2008

Offering Memorandum.
() The June 2009 Offering Memorandum

49, On or about June 24, 2009, Sino issued the June 2009 Offering Memorandum
regarding the sale of Sino’s 10.25% Guaranteed Senior Notes due 2014.

50.  Among other things, the June 2009 Offering Memorandum referred to a 2008 Pdyry
Valuation Report prepared by Poyry Singapore (the “Péyry 2008 Report”) that stated, among
other things, that “Pdyry has estimated the market value of Sino-Forest's tree crop assets, as at
31 December 2008, to be USD $1,644.6 million.”

51.  Pdyry Singapore knew the Poyry 2008 Report would be used in the June 2009
Offering Memorandum and consented to its use. In a letter to Sino dated April 1, 2009, Poyry
Singapore consented to: “[Tlhe inclusion of the [P6yry 2008] Report and/or a summary
thereof (éxplicitly or by incorporation by reference) in, and/or any reference to the Report at
any time by the Corporation or any subsidiaries thereof in, ...[alny document pursuant to

which any securities of the Corporation or any subsidiary are offered for sale.”

52.  BDO has been sued in the Ontario Class Action on behalf of a proposed class of
persons who purchased Sino Notes on the offering to which the June 2009 Offering
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Memorandum related. In that regard, BDO says that any such damages (which are denied)
were instead wholly caused by the negligent acts and omissions of Payry Singapore in the
preparation of the Poyry 2008 Report in breach of its contractual obligations to Sino, the
.reasonable reliance of BDO upon the relevant PSyry Singapore Reports and other
representations by Poyry Singapore personnel to BDO in the course of BDO’s audits of
VSino’s 2005 and 2006 annual financial statements, and the reliance of some or all of these
proposed class members directly upon the representations in the P6yry 2008 Report and other

Pdyry Singapore Reports in making their decisions to purchase Sino’s Notes.

53.  As such, PSyry Singapore is liable to indemnify BDO in respect of the claims
advanced against BDO on behalf of purchasers of Sino Notes pursuant to the June 2009

Offering Memorandum. -
(d) The December 2009 Prospectus

54.  On or about December 11, 2009, Sino issued the December 2009 Prospectus regarding

the issuance of Sino common shares to members of the public.

55.  The December 2009 Prospectus incorporated by reference the Poyry 2008 Report

containing the representations set out above.

56.  The PSyry 2008 Report was used in the December 2009 Prospectus with the prior
knowledge and authorization of PGyry Singapore, which stated in a letter to regulators:

“We consent to the incorporation by reference in the Prospectus of our report, entitled
“Valuation of China Forest Crop Assets as at 31 December 2008’ dated 01 April 2009
(the ‘Report’). We further consent to the use of our name in the Prospectus under the
heading ‘Interest of Experts’ and elsewhere in the Prospectus.

We report that we have read the Prospectus and have no reason to believe that there
are any misrepresentations in the information contained therein that are derived from
the Report which we have prepared or that is within our knowledge as a result of the
services we performed in connection with the Report.”
57. BDO has been sued in the Ontario Class Action on behalf of a proposed class of
persons who purchased Sino common shares on the offering to which the December 2009

Prospectus related. In that regard, BDO says that any such damages (which are denied) were
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instead wholly caused by the acts and omissions of PSyry Singapore in the preparation of the
PSyry 2008 Report in breach of its contractual obligations to Sino, the reasonable reliance of
BDO upon the relevant PSyry Singapore Reports and other representations made by Péyry
Singapore personnel to BDO in the course of BDO’s audits of Sino’s 2005 and 2006 annual
financial statements, and the reliance of some or all of these proposed class members directly
upon representations in the PGyry 2008 Report and other Poyry Singapore Reports in making

their decisions to purchase Sino shares.

58.  As such, Poyry Singapore is liable to indemnify BDO in respect of the claims
advanced against BDO on behalf of purchasers of Sino shares pursuant to the December 2009

Prospectus.
(e) The December 2009 Offering Memorandum

59.  On or about December 17, 2009, Sino issued the December 2009 Offering
Memorandum regarding the sale of Sino’s 5% Senior Convertible Notes maturing on

December 15, 2016.

60.  The December 2009 Prospectus incorporated by reference the Poyry 2008 Report
containing the representations set out above and it was used in the December 2009 Offering

Memorandum with the prior knowledge and authorization of Péyry Singapore.

61.  BDO has been sued in the Ontario Class Action on behalf of a proposed class of
persons who purchased Sino Notes on the offering to which the December 2009 Offering
Memorandum related. In that regard, BDO says that any such damages (which are denied)

were instead wholly caused by the acts and omissions of Poyry Singapore in the preparation

of the Pdyry 2008 Report in breach of its contractual obligations to Sino, the reasonable
reliance of BDO upon tﬁe relevant Poyry Singapore Reports and other representations made
by PSyry Singapore personnel to BDO in the course of its audits of Sino’s 2005 Aand 2006
annual financial statements, and the reliance of some or all of these proposed class members
directly upon representations in the PGyry 2008 Report and other P6yry Singapore Reports in

making their decisions to purchase Sino Notes.

64




-18 -

62.  As such, Poyry Singapore is liable to indemnify BDO in respect of the claims

advanced against BDO on behalf of purchasers of Sino Notes pursuant to the December 2009

Offering Memorandum.

63. In relétion to the claims pleaded herein, BDO pleads and relies upon the Negligence
Act, R.S.0. 1990, ¢.N.1, as amended.

64.  BDO relies upon the following to serve Pdyry Singapore outside of Ontario without

leave:
@
®
©

(@)

©

65.  The plaintiff requests that this action be tried in Toronto with, or immediately

The proceeding relates to a tort committed in Ontario (Rule 17.02(g));
The proceeding relates to damages sustained in Ontario (Rule 17.02(h));

The proceeding is against a corporation outside of Ontario who is a necessary
and proper party to a proceeding, the Ontario Class Action, that has properly
been brought against person(s) served in Ontario (Rule 17.02(0));

The proceeding is against a corporation that normally carries on business in

Ontario and for Ontario-based clients, including Sino (Rule 17.02(p)); and

The proceeding is properly the subject-matter of a crossclaim or third or

subsequent party claim commenced under the Rules of Civil Procedure (Rule

17.02(q)).

following, the trial of the Ontario Class Action.
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AFFLECK GREENE McMURTRY LLP
Barristers & Solicitors

365 Bay Street, Suite 200

Toronto, Ontario M5H 2V1

Peter R. Greene LSUC#: 19895V
Kenneth A. Dekker LSUCH#: 40419P
Michelle E. Booth LSUC#: 535257
Tel: (416) 360-2800

Fax: (416) 360-5960

Lawyers for the Plaintiff
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This is Exhibit “C” referred to in the
Affidavit of Li Yin Fan,

sworn before me this € v

day of August, 2012

L

Person Authorized to take Affidavits

Katherine K. Y. Lam
Solicitor,
Hong Rong SAR
Messrs. Simon Si & Co.
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{4) Former Name (Effective Date): i POYRY FOREST INDUSTRY PTE. LTD.  03/04/2006 ) :
1 Type Of Compa LIMITED PRIVATE COMPANY ‘
| Registered Office Address: 50 RAFFLES PLACE ;
'- #38-05 SINGAPORE LAND TOWER
i | SINGAPORE 048623
iDate df'"'éiiar'{geb'f Address:  126/03/2010 o
Principal Activity / Activities: 1) INFRASTRUCTURE ENGINEERING SERVICES (71125)
1 2) MANUFACTURE OF PULP, PAPER AND PAPERBOARD (17010) :
{status: LIVE COMPANY

f Status Date: 09/01/1992




1 Capital Structure:

No. Of Shares

Currency

11SSUED ORDINARY

i SINGAPORE, DOLLARS

5,074,575

| SINGAPORE, DOLLARS
ey ety 7 SRR

AT %

A

: Date Of Appointment

KRR AT

Name Address . " Date Of Appointment/
) Date Of Change Of Address Nationality Position Held
{ DOUGLAS GRAHAM PARSONSON 29 RUSKIN ST, ELWOOD VICTORIA AUSTRALIAN 27/07/2009 o
1 E3001199 AUSTRALIA 3184 DIRECTOR
§ PETER JONATHAN KAHN 6 MOUNT SOPHIA B BRITISH ot2i2010
1 G6372026M #05-07 8 @ MOUNT SOPHIA DIRECTOR
SINGAPORE 228457 ‘
: 21/12/2010 _
§ JOHAN HENRIK ARNOLD BRINK TAPIONTIE 24 A, 02720 ESPOO FINNISH 13/02/2008 T
PH7583335 FINLAND DIRECTOR
$CHAN LILY - 250A COMPASSVALEROAD éSlNGAPORE 11/09/2000 i
| 52668267C #13-609 | CITIZEN SECRETARY
SINGAPORE 541259
02/03/2009

b Company
| NOTRACE

i Néme - . Address
D Nationality Date Of Change Of Address
| POYRY PLC | ~ IFINLAND P.O. BOX 4 (JAAKONKATU 3), F1-01621 VANTAA
 TO5UF2633C FINLAND

$Type T No Of Shares Currency o o

1 ORDINARY 5,074,575 SINGAPORE, DOLLARS

5 ’g'ﬂ‘
Shareholdings
{Ordinary)

Interest

Subsidiary - shareholding of >50% (controlling interest)

Jointly Controlled - equal shareholding

Associate - shareholding of between 20% - <50% (significant interest)

Shareholder - shareholding of <20%

130/06/2011

:04/08/2011




71

131112/2010

S A

I Date Of A/C Laid At Last AGM:

THE ABOVE INFORMATION {S UPDATED TO 01 DAY FROM 17/07/2012
PLEASE NOTE THAT THE INFORMATION HEREIN CONTAINED IS EXTRACTED FROM FORMS FILED WITH THE AUTHORITY

INFORMATION REFLECTED IN THE SECTIONS BELOW ARE NOT FROM THE ACCOUNTING AND CORPORATE REGULATORY AUTHORITY

jFor Financial Year: 2010

{SalesTurnover: T ’ $3,317,22700 <~~~ T B
Auditor's Comment : T AUDITED T o
iNo. of Employees : 40 o B T
3Commercial Properties Owned : - T

® Display Litigation Record(s) In Detail
C

R

Display Litigation Recofd(s) In Compact Format

Total number: 1 e . :
{ CourtrType: [MAGSTRATECOURT T
{caseNo: T 41811 ST
Foramsion™™ " 1 e e e e
fYear: 7 2003 T T
' Case Details T
'§ Filing Date: o 12/12/2003 S i
{case Status: - PENDING o
Cause: I NEGLIGENCE - OTHERS (NOT INJURIES / DEATH) ’ o TR
e £ i S ]
Last Known Document/Remarks: JUDGMENT UNDER 0.13 T
Last Known Document/Remarks Date: 09/02/2004 N
; 'I—.ast Known Hearing Result: - o
§ Last Known Hearing Date: - )
 Parties Details ;
1) | Party Type: _ DEFENDANT L
Neme: . JP MANAGEMENT CONSULTING (ASIA-PACIFIC) PTE LTD FORMERLY KNOWN AS JAAKKO POYRY &
CONSULTING (ASIA PACI :
1D Number: 199200145K
SOLICITORILAW FIRM: -1- Sk
2) | Party Type: PLAINTIFF ) ST
T Name: ISETAN (SINGAPORE) LIMITED B T Mf o :
B IDNumber: 197001177H
| SOLICITOR/LAW FIRM: TOH KOK SENG / LEE & LEE

LAST UPDATED lN DP INFO DATABASE

26/08/2004
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{THIS REPORT MUST NOT BE COMMUNICATED TO THE PERSON/S OR FIRM/S REPORTED ON, OR' TO ANY OTHER PARTY Itis furnished by DP
INFORMATION GROUP | Part of the Experlan Group ("DP Info") in STRICT. CONFIDENCE at your request for your exclusive use as a basis for credit,
Jmarketing and other business decisions. In accepting this report you hereby agree to be responsible for all damages arising from a violation or breach of the
jabove conditions. It is understood that this report is based upon information obtained from sources deemed reliable, the accuracy of which is no manner

i guaranteed by DP Info. DP Info shall not be liable for any loss or injury caused by the neglect or other act of failure to act on the part of the company and/or
{its agents in procuring, collecting or communicating any information. Please notify & contact DP Info promptly of any questions regarding the accuracy of the
] mformatlon contamed in thns report to the Customer Serv:ce Division at: 72 Bendemeer Road, #04 28 Luzerne, Smga pore 339941 or call: 65 6320 1900
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