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P.Q, Box 10101
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Tel: 604 891 8200
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Mr. David Horsley 1 October 2009
Chief Financlal Officer

Sino-Forest Corporation

90 Burnhamthorpe Rd W., Suite 1208

Mississauga, ON, L5B 3C3

Dear Mr. Horsley:

1.

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

Consolidated financial statement audit responsibilities and limitations

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

We will conduct the audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable, rather than
absolute, assurance that the consolidated financial statements taken as a whole are free of
material misstatement, whether caused by error or fraud or lllegal acts whose consequences
have a material effect on the consolidated financial statements, As the Company Is aware, there
are inherent limitations in the audit process, including, for example, the use of judgment and
selactive testing of data, and the fact that much of the audit evidence available to the auditor is
persuasive rather than conclusive in nature. Furthermore, because of the nature of fraud,
including attempts at concealment through collusion and forgery, an audit designed and
executed in accordance with Canadian generally accepted auditing standards may not detect a
material fraud. Further, while effective internal control reduces the fikelihood that misstatements
will oceur and remain undetected, it does not eliminate the possibility, For these reasons, we
cannot guarantee that fraud, error and illegal acts, If present, will be detected when conducting
an audit In accordance with Canadian generally accepted auditing standards, Accordmgfy,
there is some risk that a matenal mssstatement of the financial statements would ra: ?

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

, 5. We will obtain pre-approval from the Audit Committee for any services we are to provide to the
‘} Company pursuant to the Audit Committee’s pre-approval process, policies and procedures, in
addition, in accordance with CICA Handbook Section 5751, Communications with Those Having
) Oversight of the Financlal Reporting Process, we will communicate In writing to the Audit
Z»’ Committee any relationships between EY, its partners and professional employees and Sino-
o Forest (including related entities) that, in our professional judgment, may reasonably be thought
to bear on our independence. Further, we will confirm our independence with respect to 8ino-
l Forest.

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

7. If we determine that there Is evidence that misstatements, resulting from error, other than trivial
errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other than

i llegat acts that are considered inconsequential), we will bring such matters to the atiention of
an appropriate level of management. The type and significance of the matter to be
’ E communicated will determine the level of management to which the communication is directed
and whether the communication is also made to the Audit Committes. If we become aware of

fraud Involving senior management or fraud (whether caused by senjor management or other

; employees) that causes a material misstatement of the consolidated financial statements, we

‘ will report this matter directly to the Audit Commiitee, We will also determine that the Audit
Committee is adequately informed of misstatements, resulting from error, other than trivial

1 errors and Iliegal or possibly illegal acts that come to our attention unless they ars clearly

: . Inconsequential. In addition, we will Inform the Audit Committee and appropriate members of
management of significant audit adjustments, as well as related party transactions identified by

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

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

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

Reviews of unaudited interim financial information

10.

1.

12.

13.

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

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

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

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

365
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14. If, during our review procedures, we determine there Is evidence that fraud or llegal or possibly

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

Management’s responsibilities and representations

15.

16,

17.

18.

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

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

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

The design and implementation of internal controls to prevent and detect fraud and error are the
responsibility of the Company’s management, as is an assessment of the risk that the
consolidated financial statements may be materially misstated as a resuit of fraud, Management
of the Company is responsible for apprising us of all known Instances of fraud or suspected
fraud, illegal or possibly illegal acts and allegations involving financial improprieties recelved by
management or the Audit Commitiee (regardiess of the source or form and Including, without
limitation, allegations by “whistle-blowers," employees, former employees, analysts, regulators

EY-HG-2000-000327
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or others), and for providing us full access to information and facts relating to thesa instances
and allegations, and any internal investigations of them, on a timely basis. Allegations of
financial improprietias include allegations of manipulation of financial results by management or
employees, misappropriation of assets by management or employees, Intentional circumvention
of internal controls, Inappropriate influence on related party transactions by related parties,
intentionally misleading EY, or other allegations of illegal acts or fraud that could have a non-
trivial effect on the financlal statemenis or otherwise affect the financial reporting of the
Company. [f the Company limits the information otherwise available to us under this paragraph
(pased on the Company's claims of solicitor/client privilege, litigation privilege, or otherwiss), the
Company will immediately inform us of the fact that certain information is being withheld from
us. Any such withholding of information could be consldered a restriction on the scope of our
Audit Services and may prevent us from opining on the Company’s financlal statements;
prevent us from consenting to the inclusion of previously lssued auditor's reports In future
Company fllings; or otherwise affect our ability to continue as the Company's auditors. We will
disclose any such withholding of information to the Audit Committee.

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

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

o any plans or intentions that may affect the carrying value or classification of assets and
liahilities,
e Information relating to the measurement and disclosure of transactions with related parties;

= an assessment of all areas of measurement uncertainty known to management that are
required to be disclosed in accordance with CICA HB Section 1808, Measurement

Uncertainty,

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

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

EY-HC-2000-000328
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e information on whether the Company has satisfactory title to assets, whether llens or
encumbrances on assets exist, or whether assets are pledged as collateral;

¢ information relating to compliance with aspacts of contractual agreements that may affect the
congolidated financial statements; and

s information concerning subsequent events,

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

_to the inquiries of management, the written representations from management and the results

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

. Management of the Company Is responsible for advising us of any docurnents or other

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

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

23. Management shall discuss any Independence matters with EY that, in Its jJudgment, could bear

j
|
!

upon EY's independence.
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Fees and billings

{ 24, Wae estimate that the fee for our audit of the 2009 consolidated financlal statements will range -
: from $775,000 to $862,000 plus out of pocket expenses and the review of the unaudited interim
financial information will be $75,000 plus out of pocket expenses per quarter. However, our
actual fee may exceed our estimated fee based on changes to the business (e.g., nature of the
business or change in business entitles) or additional scope work. Out-of-scope activities will be
agreed with management on a weekly basis throughout the course of the audit and will be billed
at a rate ranging frormn $180 to $200 per hour. We will submit our invoices in accordance with
the agreed upon billing schedule, and payment of them will be made upen recesipt.

1 25, Our estimated fees and schedule of performance are based upon, among other things, our
preliminary review of the Company’s records and the representations Company personnel have,
made to us, and are dependent upon the Company's personnel providing a reasonable level of
N assistance during the Audit Services. Should our assumptions with respect to these matters be
1 incorrect or should the results of our procedures, the condition of the records, degree of
cooperation, or other matters beyond our reasonable control require additional commitments by
, us beyond those upon which our estimated fees are based, we may adjust our fees and planned
l’g completion dates. Circumstances that may significantly affect the targeted completion dates
N and our fee estimate include, but are not limited, to the following:

} Audit facilitation
(a) Changes to the timing of the engagement at the Company’s request;

(b) Audit schedules are not (i) provided by the Company on the date requested, (ii) completed In
a format acceptable to EY, (ili} rnathematically correct, or (iv) in agreement with Company
records {e.g., general ledger accounts);

(c) Significant delays In responding to our requests;

[P

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

(e) A completed trial balance, referenced to the supperting analyses and schedules and financial
statements, is not provided timely by the Company;

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

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

EY-HC-2009-000330
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Significant issues or changes

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

(i) A significant level of proposed audit adjustments;

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

(k) Significant new issues or changes, such as new accounting issues, changes in accounting
policies, events or transactions not contemplated in our budgets; changes In the Company's
financlal reporting or |T systems, or changes In the Company's personnel, thelr
responsibilities or thelr avallability,

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

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

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

Use and disclosure of the audit report

28, The use and disclosure of EY's audit report shall be governed Ey the terms of the Addendum

attached to this letter, which form an integral part of this Agreement.

370
94
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Other matters

29, The Company shall provide to us copies of the printer's proofs of its annual report prior to
publication for our review. Management of the Company bears the primary responsibility to
ensure the annual report contains no misrepresentations. Management Is also responsible for
identifying subsequent events and providing appropriate disclosure in, and/or adjustment of, the
audited financlal statements as a result of such events as required by generally accepted
accounting principles. We will review the report for consistency between the annual financial
statements and other information contained in the report, and to determine if the financial
statements and our report thereon have been accurately reproduced. If we identify any errors or
inconsistencies which may impact on the financial statements, we will advise management and
the Audit Committee as appropriate,

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

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

Yours very truly,

et o MLL?

Chartered Accountants

Agreed: Acknowledged on behalf of the
Sino-Forest Corporation Company's Audit Commiti
///‘% /Q I/P/Z@ 4
, %

Name Mr Da\f rsley ame:
THle:  Chief Financial Officer Title:

et

Mr. Jamie H yd//
Chairman of the Audit Committee

| have the authority to bind the Company,

EY-HC-2009-000332
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”J Addendum

. E Use and disciosuré of the audit report

1. Annual financial statements

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

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

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

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

L (b) EY hereby consents (within the meaning contemplated by applicable securities laws) to the

annusail filing of the audit report and to the inclusion of the audit report In the annual report if

) all of the conditions set out below are met. The effective date of such consent is deemed to
be the date of the audit report, The conditions are as follows:

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

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

(iii) since the date of the audit report, no *material change” (as that term is defined under
applicable securities laws) or other event has occurred, or information has become

{ avallable, that would require disclosure in or adjustment to the financial statements to

make those statements current and In accordance with Canadian generally accepted

accounting principles as of the date that they are being released, and

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

EY-HC-2009-000333
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(c) EY expressly does not consent to the use of the audit report, or the opinions expressed in

the audlt report, in any “document” or "public oral statement” (as those terms are defined
under applicable securities laws), in any other circumstance. In particular, EY does not
consent to:

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

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

(iii) the inclusion of the audit report in:

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

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

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

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

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

outside dats referred to in paragraph (b)(i) but within the time specified by the applicable
securities legislation; or (ii) include the audit report in the annual repart if the annual report Is
distributed after the outside date referred to in paragraph (b){) then;

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

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

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

EY-HC-2000-000334
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j ) (e) if the Company wishes to include, summarize, quote from or otherwise use the audit report in
any "document” or “public oral statement” (as those terms are defined under applicable
securities laws), in any manner other than that permitted under paragraph (b) or (d), the
following procedures will apply:

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

(I If EY agrees that the request Is an appropriate use of the audit report, the Company and
EY will enter Into an engagement letter setting out the terms of such engagement,
including the scope of the procedures to be undertaken by EY and Its fee for performing
these services; and '

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

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

2. Interim financial statements

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

EY-HC-2009-000335
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Terms and Conditions

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

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

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

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

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

5. Privacy - Client confirms to EY that it has obtained any consents that may be required under
applicable privacy legislation for any collection, use or disclosure of personal information that is
necessary In order for EY to provide the Services, EY shall adhere to applicable privacy
legislation when dealing with personal information that was obtained from Client. Personal
Information s collected, used and disclosed by EY in accordance with EY's privacy policy, which
Is avallable at hitp://www.ey.com/ca,

EY-HC-2009-000338
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1 6. Auditor oversight - Client hereby acknowledges that EY may from time to time recelve requests
or orders from the Canadian Public Accountability Board or from professional, securities or other

| regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to

provide them with information and copies of documents in EY's files including EY's working

papers, and other work-product relating to Client's affairs, Client consents to EY providing or

. producing, as applicable, these documents and information without further reference to, or

| authority from, Client. Except where prohibited by law, if a request or order is directly related to
an inspection or investigation of EY's audit of Client, EY will advise Client of the request or order.

When a regulatory authority requests access to EY's working papers and other work-product
relating to Client's affairs, EY will, on a reasonable efforts basis, refuse access to any document
! over which Client has expressly informed EY that Client asserts privilege, except where
i disclosure of documents is required by law or requested by a provincial Institute/Order of
Chartered Accountants pursuant to its statutory authority. Cllent must mark any document over
which [t asserts privilege as privileged and inform EY of the grounds for Client's assertion of
privilege (such as whether it claims solicitor-Client privilege or litigation privilege),

- ———

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

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

8. Right to terminate services - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without cause, by providing written notice to

{ the other party. In the event of early termination, for whatever reason, Client will be invoiced for

time and expenses incurred up to the end of the notice period together with reasonable time and

expenses Incurred to bring the engagement to a close In a prompt and orderly manner. EY shall

also have the right, upon 7 days prior notice, to suspend performance of the Services in the

event Client fails to pay any amount required to be paid under this Agresment,

9. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with
! the performance of the Services. The costs of administrative items such as telephone, research
material, facsimile, overnight mail, messenger, administrative support, among others will be
bllled to Client at 11,5% of EY's fees for professional services. Reasonable and customary out-
. of-pocket expenses for ltems such as travel, meals, accommodations and other expenses
specifically related to this engagement will also be charged.

EY-HC-2009-000337
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10. Billing and taxes - Bills including expenses will be rendered on a regular basis as the
assignment progresses. Accounts are due when rendered, Interest on overdue accounts |s
,_ calculated at the rate noted on the invoice commencing 30 days following the date of the invoice.
| The fees, expenses and other charges payable pursuant to this Agreement do not include taxes
or duties. All applicable taxes or dutles, whether prasently in force or imposed in the future, shall
o be assumed and paid by Client without deduction from the fees, expenses and charges
I hereunder,

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

: 12. EY reports - EY retains all copyright and other intellectual property rights In everything created
§ by EY before or during the course of an engagement, including all EY reports, advice or other
’ EY communications of any kind ("EY Reports") and all methodologies, tools, systems, software
and working papers created by EY, Any EY Reports are intended solely for the purpose
i @ described in the engagement letter or contract to which these terms and conditions are attached.
Except as otherwise specifically agreed in such engagement letter or contract Client shall not
refer to EY or reproduce, quote or refer {o any EY Report (or any portion, summary or abstract
thereof) in any document filed or distributed in connection with (i) a purchase or sale of securities
or (if) continuous disclosure obligations under applicable securities laws. EY assumes no duty,
obligation or responsibility whatsoever to any third parties that obtaln access to an EY Report
(l.e. parties other than those to whom an EY Report is addressed), Any services or procedures
performed for Client will not be planned or conducted (i) in contemplation of reliance by third
parties (i) with.respect to any specific transactions contemplated by third parties or (jii) with
respect to the interests or requirements of third parties. Client may not rely on any draft EY
Report.

| 13. Limitation of liability - To the fullest extent permitted by law and regardless of whether such
! liability is based on breach of contract, tort (Including negligence), breach of statute, strict
liability, fallure of essential purpose or otherwise,

(a) EY's liabllity shall be several and not joint and several, solidary or in solidum and EY shall
only be liable for its proportionate share of any total liability based on degree of fault having
: regard to the contribution to any loss or damage in question of any other persons responsibie
" and/or liable for such loss and damage;

EY-HC-2009-000338
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(b} in no event shall either party be liable to the other for any consequential, incidental, indirect,
punitive or special damages (Including loss of profits, data, business or goodwill) in

‘ connection with the performance of the Services or otherwise under this Agreement, even if

i the relevant party has been advised of the likellhood of such damages; and

, (c) In any case the total aggregate liability of EY arising out of or relating to this Agreement or

I the Services shall be limited to the greater of () the total fees pald to EY forthe Services and
(I) $1,000,000. This paragraph (c) shall not limit liability for death, bodily injury, physical
damage to tangible property, fraud or wilful misconduct,

For the purposes of this section ("Limitation of Liability"), the term EY includes all other EY
Entities and any subcontractors, members, shareholders, directors, officers, managers, pariners
o or employees of EY or any other EY Entity.

14. Global resources - EY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all
of the other liabilities and obligations of EY under this Agreement whether or not performed, in
whole or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity.

; % Client and its affiliates or other persons or entities for or in respect of which any of the Services

- are provided shall have no recourse, and shall bring no claim (whether in contract, tort, or

otherwise) against any EY Entity other than EY, or against any subcontractors, members,

shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity,
or any of their respective assets, in connection with the performance of the Services or otherwise
under the Agreement. Other EY Entities and any subcontractors, members, shareholders,

i directors, officers, managers, partners or employees of EY or any other EY Entlty shall have the

i express benefit of this section and shall have the right to rely on and enforce any of its terms.

15. No application -~ The preceding two sections (Limitation of Liability, Global Resources) shall not
apply to the extent prohibited by applicable law or regulation (including for these purposes
applicable rules and Interpretations of the US Securities and Exchange Commisslon relating to
auditor Independence and any applicable rules or guldance from a provincial Institite/Order of

| Chartered Accountants having jurisdiction).

16. Solicitation and hiring of EY personnel - EY's independence could be compromised If Client
4 were to hire certain EY personnel, Without the prior written consent of EY, Client shall not solicit
for employment or for a position on its Board of Directors, nor hire, any current or former partner
or professional employee of any of EY, any affiliate thereof or any other EY Entity, If such
! partner or professional employee has been involved In the performance of any audit, review,
attest or assurance service for or relating to Client at any time since the date of filing of Cllent's
; most recent financial statements with the relevant securities regulator(s) or stock exchange(s)
. (or, if Client has not previously filed such financlal statements, since the beginning of the most
recent fiscal year to be covered by Client's first stich financial statements), or in the 12 months
preceding that date.
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17, Severability - In the event any provision of this Agreement Is determined to be invalid, illegal or
unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement
to the extent required and the remainder of this Agreement shall remain in full force and effect,

18. Legal proceedings - In the event EY is requested by Client or is required by government
regulation, subpoena, or other legal procéss to produce documents or personnel as witnesses
with respect to the engagement for Client, and provided that EY is not a party to the legal
proceedings, Client shall relmburse EY for professional time and expenses, as well as the fees
and expenses of counsel, incurred In responding to such requests,

19, LLP status - EY is a registered limited liability partnership ("LLP") continued undser the laws of
the province of Ontario and is registered as an extra-provincial LLP in Quebec and other
Canadian provinces. Generally, a partner of an LLP has a degree of limited liability protection in
that he or she is not personally liable for any debts, obligations or liabilities of the LLP that arise
from the negligence of another partner or any person under that partner's direct supervision or
control, As an LLP, EY is required to maintain certain insurance. EY's Insurance exceeds the
mandatory professional liability insurance requirements established by any provincial
Institute/Order of Chartered Accountants,

20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
construed to create a partnership, joint venture or other relationship between EY and Client.
Neither party shall have the right, power or authority to obligate or bind the other in any manner.
This Agreement shall not be modified except by written agreement signed by the parties. This
Agreement may not be assigned in whole or in part by Client without EY's prior written consent,
not to be unreasonably withheld, Any terms and provisions of this Agreement that by their nature
operate beyond the term or expiry of this Agreement shall survive the termination or expiry of
this Agreement, including without limitation those provisions headed Client Data & Information,
Confidentiality, Auditor Oversight, Limitation of Liability, Global Resources, Solicltation & Hiring
of EY Personnel, and Legal Proceedings. This Agreement shall enure to the bensfit of and be
binding upon the parties and their respective successors and permitted assigns, The provisions
of this Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
any subcontractors, members, shareholders, directors, officers, managers, partners or
employees of EY or any other EY Entity. This Agreement constltutes the entire agregment
between the parties relating to its subject matter and supersedes all prior representations,
negotiations and understandings.
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December 7, 2010

Mr. David Horsley

Chlef Financial Officer

Sino-Forest Corporation

90 Burnhamthorpe Rd W,, Suite 1208
Mississauga, ON, L5B 3C3

Dear Mr. Horsley:

1.

This Engagement Letter, together with the attached General Terms and Conditions for Audit
and Review Engagements, (collectively, this “Agreamant”), confirms the terms and conditions
upon which Ernst & Young LLP {*we" or “EY") has been engaged to audit and report on the
consolidated financial statements of Sino-Forest Corporation (the "Company”) for the year
ending December 31, 2010. We have also been engaged to review and report on the
Company's unaudited interim financlal Information for the first, second and third quarters of the
Company's fiscal year. The services described In this paragraph may hereafter be referred to
as either tha "Audlt Services” or the “Services.”

Audit responsibilities and limitations

2,

The objective of our audit is to express an apinlon on whether the consolidated financial
statements present falrly, in all materlal respects, the financlal position, results of operations
and cash flows of Sino-Forest Corporation in accordance with Canadlan generally accepted:
accounting principles Should conditions not now antloipated preclude us from completing our
audit and Issuingd a report {the "Report”) as contemplated by this Agreement, we will advise you
and the Audit Commiltee promptly and take such action as we deem appropriate,

We will conduct the audit in accordance with Canadian auditing standards as promulgated by
the Canadian Institute of Chartered Accountants ("CICA"). Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable, rather
than absolute, assurance about whether the consolidated financial statements are free of
material misstatement, whether due to fraud or error, There are Inherent limitations in the audit
process, Including, for example, the use of judgment and selective testing of data and the
possibility that colluslon or forgery may preclude the detection of materlal error, fraud, or illegal
acts. Accordingly, there is some risk thal a material misstatement of the consolidated financial
statemenis may remain undetacled. Also, an audit Is not designed to detect fraud or error that
is immaterlal to the consolldated financial statements,

ot 1y
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- 4. As part of our audit, we will consider, solely for the purpose of planning our audit and
| determining the nature, iming and extent of our audit procedures, the Company's internal
control over financlal reporting. This consideration will not be sufficient to enable us to express
J an oplnion on the effectiveness of Internal control or to identify all significant deficlencies,

5. In accordance with the standards established hy the CICA, we will communicate certain

» matters related to the conduct and results of the audit to the Audit Commitiee. Such matters
| Include:’
|

¥ our responsibility under Canadian audlting standards for forming and expressing an
opinion on the consolidated financlal statemants that have been prepared by management
with the oversight of the Audit Committee and thal such an audit does not relieve
management and the Audit Committee of their responsibilities;

B an overview of the planned scope and timing of the audit;

B significant findings from the audit, Significant findings from the audit include: (1) our views
about the significant qualitative aspects of the Company’s accounting practices, including
accounting policies, accounting estimates, and financial staternent disclosures; {2)
significant difficulties, if any, encountered during the audil; (3) uncorrected misstatements,
other than those we belleve are trivial; {4) disagreements with management, if any,
whether or not satisfactorily resolved; and (8) other matters, If any, arlsing from the audit

} that are, in our professional judgment, significant and relevant to those charged with

m_‘;' governance regarding the oversight of the financlal reporting process, Includihg significant

matters in connection with the Company's related parties; and

- written representations requésted from management and significant matters, if any, arising
from the audit that were discussed, or the subject of correspondence, with management,

6. We will obtaln pre-approval from the Audit Committee for any services we ara to provide'to the -
Company purstiant to the Audit Committes's pre-approval process, policies and procedures. in
additlon, in accordance with Canadlan auditing standards, we will communicate In wiiting to the
- Audit Committee any retationships between EY, #ts partners and professional employees and
Sino-Forest Corporation (Including related entities) that, In our professional judgment, may
) ’ reasonably be thought to bear on our Independence. Further, we will confirm our independence
with respect to Sino-Forest Corporation,

7. In additlon, we will communicate all relationships and other matters between EY, other member
firms of the global Ernst & Young organization {"network firms”} and the Company that, in our

. profassional Judgment, may reasonably be thought to bear on Independence {including total

J fees charged during the period covered by the consolidated financial statements for audit and

non-audit services provided by EY and network firms to the Company and components

controlled by the Company} and the related safeguards that have been applied to eliminate

identified threats to Independence or reduce them to an acceptable level. Further, we wil

confirm that the engagement team and others in EY as appropriate, EY and, when applicabis,

network firms have complled with relevant ethical requirements regarding independence.

l 8, If we determine that there is evidence that fraud or possible non-compliance with laws and
. regulations may have occurred, we will bring such matters to the attention of the appropriate
tevel of management. If we become aware of fraud involving management or fraud Invalving

- 0tfot/ 1
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~ employees who have significant roles In internal control or others where the fraud results In a
i ! materlal misstatement of the consolidated financlal statements, we will report this matter

directly to the Audit Committee. We will communicate with the Audit Committee matters
involving non-compilance with laws and regulations that come to our attention unless they are
clearly inconsequential

- 9. We wlll communicate In writing significant deficlencies In internat control identifled during the
i audit of the Company's consolidated financlal statements,

10, We also may communicate our observations as to the potential for economies in, or improved
controls over, the Company's operations, .

Review of unaudited interim financial information

11. Our review of the Company’s unaudited interim financlal information will be performed in
accordance with CICA Handbook Section 7050, Audltor Review of inlerim Financlal
Statements and we will report orally to the Audit Committee In this regard.

“ 12. A review of interim financial information consists of making inquiries, primarily of persons
respansible for financlal and accounting matters, and applying analytical and other review
procedures, A review s substantially lass In scops than an audlt conducted in accordance with
Canadian auditing standards and consequently does not enable us to oblain assurance that we
would become aware of all significant matters that might bs identifled In an audit, Accordingly,
we will not express an audit oplnion on the interim financial information,

13. A review includes obtalning a sufficlent understanding of the Company's business and its

internal control as it relates to the preparation of the interim financial information to; identify the
‘ types of potential misstatements In the Interim financial Information and consider the likelihood
o of thelr occurrence; and select the inquiries, analytical and other review procedures that will
provide us with a basis for reporting whether anything has come to our attention that causes us
to believe that the interim financlal Informalion Is not prepared, In all material respects, in
accordance with Canadian generally accepted accounting principles.

14, You agree that where any document containing interim financial information includes a
. reference to us having reviewed the Interim financlal Information,” our interim review raport will
N also be included In the document,

Management’s responsibliities and ropresentations

% 16. Our audit will be conducted on the basis that management and where appropriate, the Audit
Committee, acknowledge and understand that they have responsibility:

L5 {a) "For the preparation and fair presentation of the consolidated financlal statements and
unaudited interim financial information in accordance with Canadian generally accepted
‘ accounting principles;
(b} For such internal control as management determines is necessary to enable the

preparation of the consolidated financial statements and unaudited interim financial
information that are free from material misstatement, whether due to fraud or error; and

oMot/
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(c) To provide us with; 1) access, on a timely basis, to ail Information of which management is
aware that Is relevant to the preparation of the consolidated financial statements and
unaudlted Interim financial information such as records, documentation and other matters;
2) additional information that we may request from management for the purpose of the

§ audit; and 3) unrestricted access to persons within the Company from whom we determine

it necessary to obtain audit evidence, thelr personnel and thelir auditors for purposes of the

group audit.

v

Management's fallure to provide us with the information referred to above or access lo
. persons within the Company may cause us to delay our reporf, modify our procedures, or
e even terminate our engagement.

16. Management Is also responsible for adjusting the consolidated financlal statements and
unaudited interim financial information to correct materlal misstatements Identified by us during
the applicable Audit Service and pertaining to the latest perlod presented and for affirming to
us In its representation letter that they bellave the effects of unrecorded misstatements are
immaterial, individually and in aggregate, to the consolidated financlal statements and
unaudited Interim financial information as a whole.

17. Managemeant Is responsible for apprising us of all allegations involving financlal Improprieties ,
l recelved by management or the Audit Committee (regardless of the source or form and
*—’ including, without limitation, allegations by “whistle-biowers,” employees, former employees,
analysts, regulators or others), and providing us full access to these allegations and any
Internal investigations of them, on a timely basis. Allegations of financlal improprieties include
f allegations of manipulation of financlal results by management or employees, misappropriation
of assets by management or employees, intentional circumvention of Internal controls,
inappropriate influence on related party transactions by related partles, intentionally migleading .
EY, or ather allegations of lliegal acts or fraud that could result in a misstatemnent of the
consolidated financlal statements or otherwise affect the financial reporting of the Company. If
the Company limits the Information otherwise avallable to us under this paragraph (based on
the Company’s clalms of solicitor/client privilege, litigation privilege, or otherwise), the
Company will immediatsly inform us of the fact that certain information Is being withheld from
‘ us. Any such withholding of information could be considered a restriction on the scope of the
audit and may prevent us from opining en the Company's consolidated financtal statements;
prevent us from consenting to the incluslon of previously Issued auditors' reports In future
Company filings; alter the form of report we may Issue on such financial statements; or
otherwise affect our ability to continue as the Company's Indepandent auditors. We will
disclose any such withholding of information to the Audit Committee.

18, We wili make specific inquiries of management about the representations contained in the
consolidated financial statements and unaudited interim financlal information. At the conclusion
of the engagement, we will also obtain written representations from management about these
| matters, and that management: (1) has fulfilled its responsibility for the preparation and fair
presentation of the consolidated financlal statements and unaudited interim financial
information in accordance with Canadian gsnerally accepting accounting principles and that all
transactions have been recorded and are reflected In the consolidated financial statements and
. unaudited interim financial information; and (2) has provided us with all relevant information
. and access as contemplated In this Agreement. The responses to those inquiries, the written Cﬂ»/ 0\/ I
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; representations, and the results of our procedures comprise evidence on which we will rely In
! forming an opinion on the consolidated financial statements and expressing a conclusion on

the unaudited interim financial lnformatiqn. l

! 19, Management of the Company Is responsible for advising us of any documents or other
‘ information provided during the course of the audit over which It intends {o assert a claim of
. privilege and should mark any such documentation accordingly as further described in the
T attached additional Terms and Conditions (refer to the provision captioned "Canadian Public
Accountability Board").

Fees and billings

20, We estimate that our fess for the 2010 Audit Services will be betwsen $847,000 and $879,000
plus out of pocket expenses and the review of the unaudited interlm financlal information will
be between $50,000 and $60,000 plus out of pocket expenses per guarter In 2011, Howaver,
our actual fees may exceed the top of this range based on changes to the busihess (e.g.,
nature of the business or change In business entitles) or out-of-scope work, Out-of-scope
actlvittes will be agreed with management on a weekly basls throughout the course of the
audit, We will submit our involces in accordance with the agreed upon billing schedule, and
payment to them will be made upon receipt.

21, Our estimated pricing and schedule of performance are based upon, among other things, our
preliminary raview of the Company's records and the representations Company personnel
have made to us and are dependent upon the Company's personnel providing a reasonable
lavel of assistance. Should our assumptions with respect to these matters be incorrect or

. should the condition of records, degree of cooperation, results of our audit procedures, or other’
matters beyond our reasonable control require additional commitments by us beyond those
upon which our estimates are based, we may adjust our fees and planned completion dates.
Fees for any special audit-related projscts, such as proposed business combinations or
research and/or consultation on special business or financlal issues, will be billed separately
from the fees referred to above and will be the subject of other writlen agresments,

Circumstances that that may slgnlificantly affect the targeted completion dates and our fee

: estimate include, but are not limited, to the following

A Audit facilitation
i {(a) Chénges to the timing of the engagement at the Company's request;

(b) Audit schedules ara not (i) provided by the Company on the date requested, (i} completsd
in a format acceptable to EY, {iii) mathematically correct, or (iv) In agreemant with
i Company records (e.g., general ledger accounts);

{c) Significant delays in responding 1o our requests;

! {d) Detarioration in the qualily of the Company’s accounting records during the current year in
comparison to the prior year;

{e) A completed trial batiance, referenced to the supporting analyses and schedulas and
financial statements, is nol provided timely by the Company;

L ol 1l

\

EY-HC-2010-000273



i

|

.
1

22,

23,

EY-HC-2010-000269/6 . 386
Mp . Y

e MH““H“”““HH“”“H[HHHIlull“”"";.jl Eernsr 4 YOUNG FEBY gy

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

(g) The engagement team, while performing work on the Company's premises, Is not provided
with high-speed accass to the Internst for purposes of conducting the engagement.

Significant Issues or chanages

{a} Significant deficiencies are identified in the Company’s internal control over financial
reporiing that result in the expansion of our audit procedures;

(b} A significant level of proposed audil adjustments;

. (¢} A significant number of financial staternent drafts are submitted for our review or a

significant level of disclosure deficienciss in the draft financlal staterments;

{d) Slgnificant new Issuas or changes, such as new accounting Issues, changes, accounting
policles, events or transactions not contemplated in our budgets, changes In the
Company's financial reporting or [T systems, or changes In the Company's personnel, thelr
rasponsibilities or thelr availability;

{e) Changes In audit scope caused by events that are beyond our control,

in addition, fees for any consent to the use of the audit report outside of Sectlon “Use and
disclosure of the audit report” below, any special audit-related projects, such as proposed
business combinations or research and/or consultation on speclal business or financial issues,
will be billed separately from the fees referred to above and may be the subject of other written
agreaements supplemental to those In this Agreement,

Canadian securitles legislation requiras thal any reporting Issuer flling an auditors’ report dated
on or after 30 March 2004 must have that report signed by an auditing firm that has registered
with the Canadian Public Accountabllity Board ("CPAB"), Audit firms registered with CPAB are
required to fund CPAR's costs. Fees are levied based on the most recent audit fees as defined
by CPAR, charged by the Canadian firm and reported in our registration Information. We will
bili alt reporting issuer clients a portion of the CPAB levy on a recovary basis. Your
proportionate share will be based upon the most recent audit fees reported to CPAB and billed
for your engagement, muitiplied by the annual levy rate set by CPAB. CPAB sets the rate
annually and the fee for the most recent year that has been determined was 2.0% of audit fees;
however, the fée Is subject to adjustment by CPAB, This amount will be charged at the
affective CPAB rate annually and will be billed when the annual invoice Is recelved from CPAB,

Use and disclosure of the audit report

24,

The use and disclosure of EY's audit report shall be gaverned by the following terms:;

Annual financlal statements

(a) EY acknowledges that the Company is a reporting issuer under Canadian securities
legistation andfor is subject to securlties |egislation In other jurisdictions and has an
obligation to file its annual financiai statements, including EY’s accompanying report
(refatred to as the “audit report”) with such securities regulators as well as distribute those

‘@2{&1/((
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(c)

(d)

documents to its security holders, either as part of the Company’s annual report to
shareholders {referred to as the "annual report” or separately.

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

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

i,  the filing of the audit report or the distribution of the annual report, as the case may
be, oceurs within B business days of the date of the audit report;

fi. neither the chlef executive officer nor the chief financial officer of the Company Is
aware of anything which weuld result in the financial statements contalning a
misrepresentation (as such term Is defined under applicable sscurlties laws);

fii. since the date of the audit report, no "material change® (as that term is defined under
applicable securlties laws) or other event has occurred, or information has become
available, that would require disclosure in or adjustment to the financial statements to
make those statements current and In accordance with Canadlan generally acceptod
" accounting principles as of the date that they are being released; and

lv. the consent provided In this engagement letier has not been withdrawn in writing
before the audit report Is filed and/or the annual report Is distributed.

EY expressly does not consent to the use of the audit report, or the opinions expressed in
the audlt report, In any "document” or "public oral statement” (as those terms are defined
under applicable securlties laws), in any other cireumstance, including but not limited to
the inclusion of the report In any offering document, business acquisition report, inclusion
in an annual report distributed after the outside date in paragraph (b){0) or flling of the audit
report after the outside date in paragraph (b){(1) or use by the Company or any other person
of the audit report in any “document” or "public statement” {as those terms are defined
under applicable securitles laws),

If the Company wishes to (1) fle the audit report with a securities commisslon after the
outside date referred to in paragraph (b)(i) but within the time specified by the applicable
securltles legislation; or (i) Include the audit report In the annual report if the annual report
ls distributed after the outside date referred to In paragraph (b){1} then a further written
consent from EY Is required and additional procedures as required in accordance with
professlons| standards will be undertaken by EY,

if the Company wishes to include, summarize, quote from or otharwise use the audli report
In any "document" or "public oral statement” (as those terms are defined under applicable
seourlties laws), in any manner other than that permitted under paragraph (b} or (d), the
following proceduras will apply:

I, the Company will, In wrlting, request EY's further written consent to that use;

oot (i
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. i, i EY agrees that the request is an appropriate use of the audit report, the Company
and EY will enter into an engagement letter sefting out the terms of such engagement,
including the scope of the proceduraes io be unidertaken by EY and its fee for
performing these services; and

fii. EY will undertake such additional procedures as are required in accordance with
profassional standards.

If, after completion of the applicable procedures, EY Is in a position to provide its further
written consent to such use, it will do so In accordance with CICA Handbook Section 7500,
The Auditor's Consent to the Use of the Auditors' Report in Connection with Designasted
Documents, published by the Canadian Institute of Chartered Accountants,

Shasns

interim financlal statements

\ We expressly do not consent to the use of any communication, repor, statemant or opinion
prepared by EY on the Interim financlal statements and such communication may not be
included In, summarized in, quated from or otherwise used in any "document” or "public oral

B } staterent” {as such terms are defined under applicable securities laws).

QOther matters

im. ' 25. The Company shall provide us with copias of the printer's proofs of its annual report prior to
i publication for our review, Management of the Company is primarily responsible to ensure that
the annual repont contalns no misrepresentations. We will review the document for cansistency
) between the ahnual consolldated financial statements and other Infarmation contained in the
: document, and to determine If the consolidated financial statements and our report thereon
have been accurately reproduced. if we Identify any errors or inconsistencles that may affect
! the consolidated financlal statements, we will advise management and those charged with
i governance, as appropriate,

62/ot {1
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General Terms and Conditions

Qur relationship with you

1,

We are a member of the global network of
Emst & Young firms ("EY Firms"), each of
which Is a separate legal entity,

We may subcontract portions of the Services
to other EY Firms, wha may deal with you
directly. Nevertheless, we alone will he
responsible to you for the Repori(s), the
performance of the Services, and our other
obligations under this Agreement,

Your responsibilities

3,

You shall be responsible for your personnel's
complance with your obligations under this
Agreement,

Our reports

4,

You may not rely on any draft Repart,

Notice re: Québec

5.

From time to time, we may have indlvidual
partners and employess performing the
Services within the Province of Québec who
are members of the Ordre des comptables
agréés du Québec. Any Individual member of
the Ordre des complables agréés du Québec
performing professional services hereunder
assumes full personal clvll llability arising from
the practice of his or her profession,
regardless of his or her ststus within our
parinership. He or she may not Invoke the
liabllity of our partnership as a ground for
excluding or limiting his or har own liability,
The Himitations that follow below under the
heading "Limitations” shall therefore not appiy
to limit the personal ¢ivil liabllity of members of
the Ordre des complabies agréés du Québec
{and with respect to such members, such
fimitations shall be deemed to not be included
in this Agreement).

Limitations

6.

You (and any others for whom Services ars
provided) may not recover from us, In contract
or tort {Including negligence), under statute or
otherwise, any amount with respect to loss of
profit, data or gopdwill, or any other

7.

consequentlal, Incidental, indirect, punitive or
special damages In connsction with claims
arising out of thls Agresment or. otherwise
relating to tha Services, whether or not the
llikelihood cof such loss or damage was
contemplated.

You (and any others for whom Services are
provided} may not recover from us, in contract
or tort (inctuding negligencs), under statute or
otherwise, aggregate damages in excess of
the greater of (i) the total fees pald to us for
the Services and (i) $1,000,000. This
limitation will not apply to losses caused by our
fraud or williful misconduct or to the extent
prohibited by applicable law or professional
regulations,

{f wa are liable to you (or to any others for
whom Services are provided) under this
Agreement or otherwise In connection with the
Servicas, for loss or damage to which any
other persons have also contributed, our
liability to you shall be several and net joint
and several, solidary or In sofidum, with such
others, and shall be limitad to our falr share of
that total loss or damage, based on our
contribution to the loss and damagae relative {0
the others’ contributions, No exciusion or
fimitation on the liability of other responsible
persons Imposed or agreed at any tima shall
affect any assessment of our proportionate
liability hereundar, nor shall setflemant of or
difficulty enforcing any clalm, or the death,
dissolution or insolvency of any such other
rasponsible persons or their ceasing to be
llable for the loss or damage or any portlon
thersof, affect any such assessment.

You shall make any claim relating to the
Servicas or otherwise under this Agreement
ne Jater than one year after you became aware
{or ought reasonably to have become aware)
of the facts giving rise to any alleged such
clalm and In any event, no later than two years
after the completion of the partlcular Services
{and the parties agree that the limitation
pericds established by the Limitations Act,
2002 (Ontarlo) or any other applicable
legisiation shall be varied andfor excluded
accordingly). This limitation will not apply to
the extent prohlbited by applicable law or
professional regulations.

EY-HC-

390
'S

o2/l (|

2010-000278



e

I
i
-

> o

v
v

10,

You may not make a claim or biing
proceedings relating to the Services or
otherwisze under this Agreement against any
other EY "Firm or our or lts subconiractors,
members, shareholders, dirsctors, officers,
partners, principals or employses {"EY
Persons”). You shall maks any clalm or bring
proceedings only egsainst us, The limitations in
Sections 6 through 9 and this Section 10 are
intended to benefit the other EY Firms and alt
EY Persons, who shall be entitlsd to rely on
and enforce them,

Indemnity

11

. To the fullest extent permitted by applicable

law and professional regulations, you shall

Indemnify us, the other EY Firms and the BY

Persons sgainst all claims by third parfies
(incjuding  your affliates}) and resulting
llabliities, losses, damages, cosls and
expenses (Including reasonable extemnal and
internal legal costs) arlsing out of or relating to
the Services or this Agreemsnt. On behalf of
yourself and vour affillates, you release us, the
other EY Flrms and the EY Persons from all
clalms and causes of action (tagether,
“Claims™), pending or threatened, that you or
they may have arising out of the ‘Services or
this Agreement to the extent such Clalms
result from or arise out of any
misrepresentation or fraudulent act or
omisslon by you, your employees or agents on
your behalf, ,

Confidentiality

12,

13,

14,

We follow professional standards of
confidentiality and will treat Information related
1o you disclosed 1o us by you or on your behalf
{*Client Information”} ag set forth In the Rules
of Professional Conduct of provinclal Institutes
of Chartered Accountants or the Code of
Ethies of the Ordre des complables agréés du
Québec {as applicable).

Elther of us may use electronic media fo
somespond or transmit Information and such
use will not in itself constitute a breach of any
confidentiality obligations,

We may disclose Cllent Information to other
EY Fims and EY Perscns to facilitate
performarice of the Services, to comply with
regulatory requirements, to check gonflicts, or

| 115
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for quality, risk management or financlal
accounting pumposes,

Canadlan Public Accountability Board

18, You acknowledgs that we may from time to

16.

17

time receive requests or orders from the
Canadian  Publlc  Accountabliity Board
{'CPAB"} to provide them with Information and
coples of documents In our fites, Including our
working pepers and other  work-product
relating to your affalrs, You consent to us
providing or producing, as epplicable, these
documents and Information without further
reference to, or authority from, you, Except
where prohibited by law, If a request or order
ls directly related to an Inspection or
Investigation of our audit of you, we wlll agvise
you of the request or order,

When CPAB requests access to our working
papers or other work-product relating to your
affairs, we will, on a reasonable efforis basls,
refuse access to any document over which
you have expressly Informed us that you
assert privilega, except wherg CPAB has the
tegal authority 1o access such documents, In
jurlsdictions where express consent is required
for disclosure of privileged documents to
CPAB you hereby provids such consent, We
acknowledge {and you authorize us to advise
CPAB) thal any disclosure of privileged
documents fo CPAB Is permitted only to the
extent required by law and for the limited
purpose of CPAB's exercise of statutory
authority, We also acknowledge (and you
aythorize us to advise CPAB) that you do not
Intend to walve privilege for any other purpose
and that you expect your documants to be
held by CPAB as privileged and confidential
materdal, You must mark any document over
which you assert privilege as privileged and
inform us of the grounda for your assertion of
privilege {such as whether you ¢lalm solicitar
client privilege or litigation privilege),

We will also be required to provide CPAB with
information relating fo the fees that you pay us
for audit services, other accounting services
and non-audit services {and you agres o the
disciosurs of such Information),

Data protection

18. We may collect, use, transfer, store or

otherwlse process (collactively, ‘Process”)

s
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Client Information that can be linked {o specific
individuals  ("Personal Data"), We may
Process Personal Data In various Jurisdictions
In which we and the other EY Firms operate
e (which are listed at www.ey.com). We will
Process Personal Data in accordance with
applicable law, professional regulations and
our privacy policy (which Is available at
o www.ey,comica), We will require any service
: provider thet Processes Personal Data on our
behalf to adhere ta such requirements,
e 19, You warrant that you have the authority to
provide the Personal Data to us in connection
with the parformance of the Services and that
the Personal Data provided to us has been
Processed In accordance with applicable law.,

Solicitation and hiring of EY personnel

20. Our audhtor independence may be impalred if
you sollcit or hire certaln EY personnel. This
may efther delay the provigion of the Services
or cause us lo reslgn from the engagement,
You shall not, during the term of this
Agresment, and for 12 months following its .
termination for any reason, without our prior
written consent, solloit for employment or hire
in any role, including a position on your Board
of Direclors, any current or former partner or
professional employee of EY, any affliate
thereof, any other EY Firm or any of their
respeciive affiliates, if any such person either:
i) performed any audlt, review, attest or related
sarvice for or relating to you at. any time (a)
ginee the date on which your most recent
audited financlal statements were filed with the
relovant securities regulator(s) or stock
exchange(s} {or, since the beginning of the
most recent fiscal year to be covered by your
first such financlal statements, If applicable), or
{b} In the 12 months ended the date on which
your most racem financial statements were
filad with the relevant securitles regulator(s) or
stock exchange(s); or (i) Influences EY's
operations or financlal policles or has any
capital balances or any other continuing
financial arrangement with EY,

] Fees and expenses generall

21, You shall pay our professional fees and
expensss In connection with the Services. In
lleu of specific Remized charges, our

: lechnology tools, administrative  support

@ personnel, printing end other routine expensas

EY-HC-«ZO’:I‘%}QEQQ,ZGQH 2
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are charged at 11.5% of our professional faes.
OQut-of-pocket expenses for items such as
travel, meals, accommodation and other
matters specifically related to thiz engagement
will also be involeced. Our involces are
rendered on a perdodic basis as our
assignment progresses. Paymsnt of our
involces is due upon recelpt, Interast on
overdue accounts accrues at 12% per annum
starling 30 days following the date of our
involce, EY may suspend performance of the
Services In the event you fall to pay our

Invoice, Qur fees are sxcluslve of taxes or -

similar charges, as well as customs, dutles or
tariffs Imposed in respect of the Services, all of
which you shali pay (other than taxes Imposed
on our income generally),

If we are required by applicable law, lsgal
process or government acllon to produce
information or personnel as wilnesses with
respact to the Services or this Agresment, you
shall relmburse us for any wrofesslonal time
and expenses (Including reascnable external
and intermnel legal costs) Incurred to respond to
the request, unless we are a pary to the
proceeding or the subject of the Investigation.

Force majeure

23,

Nelther you nor we shail be liable for breach of
this Agreement (other than payment
obllgations) caused by clrcumstances beyond
your or our reasonable control,

erm and te atlon

24.

This Agreement applles to all Sepvices
performed at any time (including before the
date of this Agreaement),

25, This  Agreement shall lerminate on the

28,

completion of the Services. We may terminate
this Agreement, or any parlicular Services,
immediately upon written notice o you if we
reasonably determine that we can no longer
provide the S8ervices In accordance with
applicable law or professional obligations.

You shall pay us for all work-in-progress,
Services already performed, and expenses
Incurred by us up to and including the effective
date of the termination of this Agreement.
Payment Is dus within 30 daya following
recelpt of our involce for these amounts.
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~~~~~ f 27. The provisions of this Agresment that give thosa parts shall have precedence as follows
. either of us rights or obligations beyond its * {unless expressly sgreed otherwise); (a) the
termination shall continue indefinitsly following latter to which these General Terms and
‘ the termination of this Agreement. Conditions are attached, (b) these General
_— Terms and Conditions, and (c) other annexes
[ Governing law and dispute resolution . to thig Agreement.
28. This Agreement, and any non-contractual 35, We are a reglsterad limited liability parinership
] obligations ansing out of this Agreemaent or the ("LLP" continued under the laws of the
i Services, shal be governed by, and construed province of Ontario and we are raglstered as
in accordance with, the laws of the Province of en exira-provinclal LLP In Quebec and other
Ontario and the laws of Canada spplicable Canadlan provinces. Generally, en LLP
- therein, without regard to principles of conflicts partner is not personally liable for the debts,
% of law, Any dispute, clalm or other matter obligations or liabilities of the LLP arising from
arising out of or relating {o this Agreement or the negligence of persons not under his or her
the Services shall be subject to the exclusive direct  supervislon'  (including other LLP
Juristiclion of the Ontarfo courts, to which each parthers) or most other debts or obligations of
of us agrees 1o submit for these purposes, the LLP. As an LLP, we are required lo
maintain certain Insurance. Qur insurance
Miscellansous exceseds the mandatory profassional liabllity
insurance requirements established hy any
20. This Agreement constitutes the entlre provinclat  Institute/Order  of  Chertered
agreement between us as to the Services and Accountants.

the other matiers it covers, and supersedes all
prior  agreements, understandings  and

”@ rapresentations with raspect theréto, including
o any confidentiality agreements praviously
e dejivered,

30. Both of us may exscute this Agreement {and
modifications  or supplements to W) by
elactronic means and each of us may sign a

, different copy of the same document. Both of

s us must agee In wrting to modify or

i supplement this Agreement.

31, We retain ownership In the working papers
compiled in connection with the Sarvices.

32, Nelther of us may assign any of our rights,
obligations or clalms under this Agreement.

33. If any provislon of this Agresment (in whole or
part) Is held to be lllegal, invalld or otherwise
unenforceabls, the other provisions shall
ramain In full force and effect,

34, If there Js any Iinconsistency between
provisions in different parts of this Agreement,
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July 4, 2008

Mr. Jamie Hyde

Chair of the Audit Committes
Sino-Forest Corporation

90 Burnhamthorpe Rd W., Suite 1208
Mississauga, ON, L5B 3C3

Dear Sirs:

Re: Offéring Memorandum

This, will confirm the engagement of Ernst & Young LLP (“we” or “EY”) to perform services in
respect of the offering memorandum for convertible senior notes of Sino-Forest Corporation (the
“Company”). Our partner, Linda Zhn, will have primary responsibility for this engagement.

Management of the Company and the underwriter bear the primary responsibility to enswre the
offering memorandum contains no misrepresentations.  Our procedures with respect to this
engagement will be performed in accordance with our profssional standards as set out in CICA
Section 7110 — Auditor Involvement with Qffering Documents of Public and Private Entities, and
other requirements as set out hereunder, These procedures are designed fo enable us to issue our
consent to the use of our auditors’ report 1o demonstrate to readers that we have been involved with
the offering document,

Audited financial statements

Pursuant to Canadian securities laws, the comparative annual financial statements for the most
recently completed financial year are included in the offering memerandum, :

e Balance sheets as at the end of the three most recently completed years; and
¢ Statements of income and retained earnings, comprehensive income and cash flows for each
of the last three years.

We have audited the balance sheet of the Company as at December 31, 2007, and the statements of
income and retained earnings, comprehensive income and cash flows for the year then ended, Our
report {o the sharcholders on the annual financial statements for the year ended December 31, 2007
was dated March 12, 2008 and is to be included in the offering memorandum relating to the offering
and issue of convertible senior notes of the Company, to be filed by the Company under the securjties
legislations of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New Brunswick, Nova
Scotia, Price Edward Island, Quebec and Newfoundland and Labrador,

j“s.
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In order to provide our consent to the use of our auditors’ report in the offering memorandum, it will

N be necessary for us to perform subsequent events review procedures with respect to the preliminary

| and final offering memorandom and the closing of the offering. This work is expected to be

comprised of limited enquiry and review procedures designed to provide assurance that management

has identified events arising afier the date of the auditors’ report in the offering memorandum that

| may require an adjustment o, or disclosure in, the audited financial statements or other information in

the offering memorandum that is derived from such financial statements, We are also required to

update our communications with the Company’s legal counsel and obtain representations from
e management similar to those we customarily receive as part of our annual andit,

Unaudited interim financial statements

Securities legislation requires that the offering memorandum includes comparative unaudited interim
financial statements for the current fiscal year. In order to consent to the use of our auditors’ report in
the offering memorandum described above, our profassional standards require that we carry out
] sertain procedures inchuding a review of the Company’s interim financial statements for the three
! months ended March 31, 2008 to be included in the offering memorandum.

The period covered by the interim financial information is specified by securities legislation, If the
final offering memorandum is delayed, it may be necessary to update the interim financial statements,
If such is the case, then we would have to perform additional review procedures on the updated
unaudited interim financial statements,

The review procedures we carry out are significantly less extensive than an audit and would not
y necessarily reveal matters requiring adjustments to or disclosures in the interim financial information.
% Further, adjustments and disclosures may later be determined to be necessary as a result of our

subsequent audit of the 2008 financial statements that include such interim periods. Accordingly, the
review procedures do not result in the expression of an audit opinion on the interim financial
staternents.

If information comes to our aitention which leads uvs to question whether the interim financial
statements are materially in error or not in accordance with generally accepted accounting principles,
j we will inform you and discuss what further action is required.

If as a result of our work we are required to express a reservation’ in our report on our review of the
unaudited interimn financial statements to be included in the offering memorandum, we will provide a
written report on our review thereof'to be included in the offering memorandum.
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Other information in the offering memorandum

In addition to financial statements, an offering memorandum includes other financial information and
information of a non-financial nature. As such other information may be relevant to the financial
statements and our audit or review thereof, we will perform procedures to determine whether this
other financial and non-financial information is consistent with the audited and unaudited financial
statements in the offering memorandum in accordance with the guidance in CICA Section 7500,

If we become aware of information that, although not inconsistent with the financial statements,
appears to constitute a misrepresentation when reading the offering memorandum, we will discuss the
matter with management or with the Company's legal counsel, with the consent of management. We
may wish to receive written confirmation from legal counsel of their view on the matter. In the event
that the apparent inconsistency is not resolved to our satisfaction, we will advise the Audit Committee
and consider whether our consent may be provided, '

Communications required by other parties

We are required by provinolal securities legislation and upon the request of the underwriter to issue
the following letters:

Upon filing the preliminary offering memorandum:

« Anunsigned comfort letter addressed to the Directors of the Company and the underwriter
expressing assurances with respect to specified financial information included In the
offering memorandum,

Upon filing the final offering memorandum:

« A comfort letter addressed to the Directors of the Company and the underwriter expressing
assurances with respect to specified financial information included in the offering
memorandum.

Upon closing of the offering:

+ A bring-down letter addressed to the Directors of the Company and the underwriter,

397
22

i e RN



P

EY-HC-2008-000616/4

i e = o 193
M”HHH“””mWHHUHH“““ £l ERNST & YOUNG

Auditor agsistance fo the vnderwriter

As indicated above, in connection with the proposed offering of convertible senior notes, we
understand that the underwriting agresment will provide that we perform certain procedures for the
purpose of issuing a comfort letter to Merrill Lynch International (the “underwriter”). The comfort
letter would make reference to our auditors’ report and our review of the unaudited interim financial
staternents included in the offering memorandum, and set out the procedures performed at the
underwriter’s request and the results of performing those procedures. In addition, we understand that
the underwriter may request that we attend a meeting (the “due diligence meeting”) at which the
underwriter and the underwriter’s legal counsel may wish to ask us certain questions, and that you
have agreed to gramt such a request. We understand that the underwriter is an experienced
underwriter and will be carrying out other procedures it deems appropriate to obtain whatever
information it believes is necessary to complete its investigation of the financial affairs of the
Company. Our audits of the Company’s financial statements referred to above were not carried out
for the purpose of such investigation, and our auditors’ reports, our comfort letter, and the answers
that we may give at the due diligence meeting are not to be relied upon for that purpose,

We will provide a comfort letter to the underwriter which we will prepare in accordance with the
guidance contalned in CICA Section 7200, We will advise you of the matters on which the
underwriter is seeking comfort and the procedures they are requesting, As the Company, not the
underwriter, will bear the cost of preparing the comfort letter, we will discuss with you the
practicality and effsctiveness of the requested procedures in providing the desired comfort.

In accordance with professional standards, our audit was carried out solely for the purpose of
providing us with sufficlent appropriate audit evidence to support our opinion on the financial
statements referred to above. There is no assurance that the procedures we perform for purposes of the
comfort letter and our responses at the due diligence meeting will address all of the questions that the
underwriter and the underwriter’s legal counsel may have. You should be aware that there could be
sensitive matters that the underwriter and the underwriter's legal counsel may ask us to address either
in the comfort letter or during the due diligence meeting that could affect the outcome ofthe proposed
offering of the convertible senior notes. At due diligence meetings we will not respond to
underwriters’® questions dealing with matters that are generally management’s concern or that involve
predictions about future events or which are beyond the scope of our practice and personal
knowledge. Unless otherwise instructed by you, we shall attempt to perform all of the requested
procedures and answer all questions asked at the due diligence meeting. '

You acknowledge that we have no responsibility to you if the results of our procedures or our answers
to the questions asked at the due diligence meeting result in termination of, or change In, the proposed
offering or in misuse of any confidential information discussed at the meeting. You also acknowledge
that you have requested us to cooperate in every way with the underwriter and the underwriter’s legal
counsel, by performing the requested procedures and by answering any questions they may ask in the
due diligence meeting.
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You also agree to indemnify and hold harmless all members of the engagement team and Ernst &
Young LLP from any claim by the underwriter and the underwriter’s legal counsel, or any other third
| party, that arises as a result of our comfort letter or our attendance at the due diligence meeting and
' our responses to questions asked at such meeting.

l We shall advise the underwriter that information acquired by them in our comfort letter or as a result
of our responses to their questions at the duge diligence meeting is confidential and is to be used only
In connection with the securities offering referred to above, In addition, we will notify the underwriter

. I of our professional standards for participation in a due diligence mesting.

Fees

| Our fees will be billed as work progresses are based on the amount of time required, at our billing
rates, ranging from $200 to $500 per hour, plus out-of-pocket expenses. Payment in full should be
made within 30 days of the date each billing is received.

J Our estimated fees and schedule of performance are based upon, among other things, the assumption
that all necessary information will be available to us on a timely basis and that the scope of our

ot g services is not expanded beyond those described herein. Should our assumptions with respect to these
% ‘ matters be incorrect or should the condition of the records, degree of cooperation, or other matters
= beyond our reasonable control require additional commitments by us beyond those upon which our

! estimated fees are based, we may adjust our fees and planned completion dates.

We very much appreciate the opportunity to provide services to the Company in respect of the
offering memorandum and would be pleased to furnish any additional information you may request
; concerning our responsibilitics and functions, Please let us know immediately if you have any
! concerns about the terms of engagement as described in this letter,

Additional terms and conditions are attached and form an integral part of this engagement letter; they
govern our respective rights and obligations arising out of this engagement,

To confirm these arrangements as outlined are in accordance with your requirements and are
acceptable, please sign one copy of this letter in the space provided and return it to us,

Yours very truly,

W # ?mgy AL

Chartered Accountants

EY-HC-2008-000620
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z Agreed: Acknowledged on behalf of the

Sino-Forest Corporation Company's. Audit Committee: .
1
by
] Name: Mr, David Howsley }
, Title: Chlef Financial Officer !

] T have the authority to bind the'Compady.
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Terms and Conditions

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

apply. As used herein "EY" refers to the Canadian firm of Bmnst & Young LLP, "EY Entities" means EY, all
...... ; members of the global Ermst & Young network, Ernst & Young Glebal Limited, and any of their respective
affiliates (and "EY Entity" means any one of them).

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

2. Unexpected Events - If changes to the scope or timing of any Services are required because of a change in

L applicable law or professional standards or events beyond a party's reasonable control, but not involving its

: fault or negligence (any of which, a "Change"), the parties agree to adjust the fees for, and/or timing of, the

Services appropriately and, if necessary, client will obtaln Audit Committes approval of such adjustments,

Each party shall be excused from default or delay in the performance of ils obligations (other than payment
1 obligations) under this Agreement to the extent caused by a Change.

3. Client Data & Information - Client will provide, or cause to be provided, to EY in 2 timely manner
N complete and accurate data and information ("Client Data") and access to resources as may be reasonably
f’ required by EY to perform the Services. EY may disclose Client Data, ineluding personal information, to
other EY Entities for the purposes of (1) rendering the Services, (ii) fulfilling BY Entltied' professwnal
. obligations to manage conflicts of interest and to maintain auditor independence and (iii) implementing
‘\ standardized performance recordmg and documentation systems within the global Emst & Young network.
EY Entities or their service providers may process and store Client Data, which may include personal

information, outside of Canada,

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

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

(a) any oral or written statement or advxce: related to taxes provided by EY thh regard to a person or
entity that:
" (1) has any filing obligation with the US Internal Revenue Service, or
(if) qualifies as a US Controlled Foreign Corporation (i.e., 2 non-US corporation that has US
IE shareholders (US persons that directly or Indirectly own 10% or more of the total combined
voting power of all of the classes of stock of such non-US ocorporation) that own in the
aggregate more than 50% of the total vote or value of such non-US corporation);
. (b) any oral or written statement or advice regardmg US taxes or tax advice related to a transaction
| that could affect a US tax; or
5 (c) where SEC audit independence restrictions apply to the relationship between client and any EY
Entity, any oral or written statement or advlce to client as to any potential tax consequences that
may result from a fransaction or the tax treatment of an item,
[ . (together, (a), (b) and () referred to as "Tax Advice"),
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EY expressly authorizes client to disclose to any and all persons, without limitation of any kind, any such

Tex Advice, including any fact that may be relevant to understanding such Tax Advice, and all materials of

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

Privacy » Client confirms to BY that it has obtained any consents that may be required under applicable
privacy legislation for any collection, use or disclosure of personal information that is necessary in order
for BY to provide the Services, BEY shall adhere to applicable privacy legislation when dealing with
personal information that was obtained from client, Personal information is collected, used and disclosed
by EY in accordance with EY's privacy policy, which is available at hﬁg;ﬁ{m&x,comjg&

Auditor Ovemght ~ Client hareby acknowledgas that EY may from time to time receive requesis or
orders from the Canadian Public Accountability Board or from professional, securities or other regulatory
or governmental authorities that fulfill similar functions (both in Canada and abroad) to provide them with
information and coples of documents in EY's files including EY's working papers, and other work-product
relating to client's affairs, Client consents to EY providing or producing, as applicable, thess documents
and information without further reference to, or authority from, client. Except where prohibited by law, If
a request or order Is directly related to an inspection or investigation of EY's audit of cllent, EY will advise
client of the request or order,

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

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

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

Right to Terminate Services - Subject to any applicable professional standards and legislation, either
party may terminate this Agreement, with or without cause, by providing written notice to the other party,
In the event of early termination, for whatever reason, client will be invoiced for time and expenses
incurred up to the end of the notice period together with reasonable time and expenses incurred to bring the
engagement 10 a close in a prompt and orderly manner. BY shall also have the right, upon 7 days prior
notice, to suspend performance of the Services in the event client fails to pay any amount required to be
paid under this Agreement,
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Expenses - Client shall reimburse BY for all reasonable expenses Incurred in comnection with the
performance of the Services,, The costs of administrative items such as telephone, research material,
facsimile, overnight mail, messenger, administrative support, among others will be billed to client at 11.5%
of EY's fees for professional services. Reasonabie and customary out-of-pocket expenses for items such as
travel, meals, accommodations and other expenses specifically related to this engagement will also be
charged,

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

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

EY Reports - EY retains all copyright and other intellectual property rights in everything developed,
designed or created by EY either before or during the course of an engagement including systems,
methodologies, software, know-how and working papers, EY also retains all copyright and other
intellectual property rights in all reports, advice or other communications of any kind provided to client in
any form (writien or otherwise) during the course of an engagement ("Reports™), although client shall have
the full right to use any Reports within its own organization. Any Reports are provided solely for the
purpose of this engagement, Subject to "EY Waiver Re: Tax Advice" above, no Report (and no portion,
summary or abstract thereof) may be disclosed to any third party without EY's prior written consent,
Without limitation, except as otherwise specifically agreed in the engagement letter into which these terms
and conditions are incorporated client agrees that it will not, and will not permit others to, refer to EY or
reproduce, quate or refer to any Report (or any portlon, summary or abstract thereof) in any document filed
or distributed in connection with (1) a purchase or. sale of securlties or (i) continuous disclosure obligations
under applicable securities laws, EY does not assume any duties or obligations fo third parties who may
obtain acoess to any Reports. Any serviges or procedures performed for client will not be planned or
conducted (i) in contemplation of reliance by particular third parties (if) with respect to any specific
transaction contemplated by a third party or (iii) with respect to the interests or requirements of particular
third parties. Client may not rely on any draft Report.

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

() EY's lability shall be several and not joint and several, solidary or in solidum and EY shall only be
linble for its proportionate share of any total liability based on degree of fault having regard to the
contribution to any loss or damage in question of any other persons responsible and/or liable for such
loss and damage;

(b) in no event shall either party be liable to the other for any consequential, incidental, indirect, punitive
or special damages (including loss of profits, data, business or goodwill) In connection with the

403
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performance of the Services or otherwise under this Agreement, even if the relevant party has been
advised of the likelihood of such damages; and
1 (¢) in any case the total aggregate lability of EY arising out of or relating to this Agreement or the
= Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (if)
$1,000,000. This paragraph (c) shall not limit lHability for death, bodily injury, physical damage to
. . tangible property, fraud or wilful misconduct,

‘ For the purposes of this section (“Limitation of Liability"), the term EY includes all other EY Entities and
any subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY or
o any other EY Entity,

15, Global Resources - EY may use the services of personnel from other EY Entitles to assist it in providing

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

§ liabilities and obligations of BY under this Agreement whether or not performed, in whole or part, by EY,

' any other EY Entity, or any subcontractor or personnel of any EY Entity, Client and its affiliates or other

persons or entities for or in respect of which any of the Services are provided shall have no recourse, and

shall bring no claim, against any EY Entity other than BY, or against any subcontractors, members,

| shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity, or any of

their respective assets, in connection with the performance of the Services or otherwise under the

. Agreement. Other BY EBntities and any subcontractors, members, shareholders, directors, officers,

: T‘ managers, pariners or employees of EY or any other EY Entity shall have the expross benefit of this
section and shall have the right to rely on and enforee any of its terms.

\ 16. No Application - The preceding two sections (Limitation of Liability, Global Resources) shall not apply to

: the extent prohibited by applicable law or regulation (including for these purposes applicable rules and

interpretations of the US Securities and Exchange Commission relating to auditor Independence and any

applicable rules or guidance from a provincial Institute/Order of Chartered Accountants having

jurisdiction).

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

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

19. Legal Proceedings - In the event EY is requested by client or is required by government regulation,

subpoena, or other legal process to produce documents or personnel as witnesses with respect to the

{ engagement for client, and provided that EY is not a party to the legal proceedings, client shall reimburse

: @ BEY for professional time and expenses, as well as the fees and expenses of counsel, incurred in responding
to such requests.
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20, LLP Status - EY is a reglistered limited liability partnership ("LLP") continued under the Jaws of the
province of Ontarlo and s registered as an extra-provinelal LLP In Quebee and other Canadian provinces.
Generally, a pariner of an LLP has a degree of limited lability protection in that he or she is not personally
liable for any debts, obligations or liabilities of the LLP that arise from the negligence of another partner or

) any person under that partner's direct supervision or control. As an LLP, BY is required to maintain certain

! insurance. EY's insurance exceeds the mandatory professional Hability insurance requirements established

by any provincial Institute/Order of Chartered Accountants.

i 21, Miscellaneous - BY shall provide all Services as an independent contractor and nothing shall be construed
' to create a partnership, joint venturs or other relationship between EY and client. Neither party shall have
the right, power or authority to obligate or bind the other in any manner, This Agreement shall not be
. modified except by written agreement signed by the parties. This Agreement may not be assigned in whole
i or in part by client without EY's prior written consent, not to be unreasonably withhield, Any terms and
' prowsrons of this Agreement that by their nature operate beyond the term or expiry of this Agreement shall
survive the termination or expiry of this Agreement, including without limitation those provisions headed
‘ Client Data & Information, Confidentiallty, EY Watver Re: Tax Advice, Auditor Oversight, Limitation of
,] Liability, Global Resources, Solicitation & Hiring of EY Personnel, and Legal Proceedings, This
Agreement shall enure to the benefit of and be binding upon the parties and their respective successors and
. permitted assigns. The provisions of this Agreement shall operate for the benefit of, and may be enforced
(‘* by, other EY Entities and any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entlty. This Agreement constitutes the entire agreement
between the parties relating to #s subject matter and supersedes all prior representations, negotiations and
i understandings.
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Racl{lc Cantre

TOO West Georgla Street

PO, Box 10101

Vancouver, British Colurbla V7Y 1C7

Telh 604891 8200
% Fax: 604 6435422
] eyLom/ca

May 17, 2008

“H“”“”mmH“”””HHIIIIllllmmw""""g ErnsT & YOUNG —
|

i Mr. David Horsley
‘ Chilef Financlal Officer
Sino-Forest Corporation
e 90 Burnhamthorpe Rd W,, Sulte 1208
Mississauga, ON, L5B 3C3

Re: Short Form Prospectus

This will confirm the engagement of Emst & Young LLP ("we” or “EY™) to perform services In
respect of the prospectus for Bino-Forest Corporation (the "Company™. Our partner, Linda
Zhu, will have primary responsibliity for this engagement.

Management of the Company and the underwriter baar the primary responsibliity to ensure
the prospeclus contalng no misrepresentations. Our procedures with respect to this
engagement will be performed In accordance with our professlonal standards as set out In
CICA Section 7110 — Auditor Invoivement with Offering Documents of Public and Private
Enlities, and other requirements as set out hereunder, These procedures are dasigned to
enable us to issue our consent 1o the use of our auditors’ report fo demensirale to readers

j that we have been involved with the prospecius, Cur consent Is to be Included in the
wst prospectus.

Audlted financial statements

Pursuant to Canadlan securiies laws, the comparative annual financlal stalements for the
most recently completed financial year are Incorporated by reference In the prospectus,

We have audited the balance sheats of the Company as at Dacember 31, 2008 and 2007,
and the statements of Income and retalned earnings, comprehensive income and cash flows
for ihe years then ended, OQur report to the shareholders on the comparative annual financial
statsments for the year ended Decernber 31, 2008 was daled March 13, 2009 and is to be
incorporated by reference In the prospectus releting {o the offering of common shares of tha
1 Cornpany, to be flled by the Company under the Securities Acts of British Columbla, Alberta,
4 Baskatchewan, Manitoba, Ontarlo, New Brunswick, Nova Scolla, Price Edward Island, and
Newfoundiand and Labrador (the "Acts”).

! In order to provide our consent to the ugse of our auditors’ report in the prospectus, It wilf be

necessary for us to perform subsequent events review procedures with respaet fo the
) preliminary and final prospectuses and the olesing of the offering, This work Is expectad 1o be
comprised of limited enquiry and review procedures designed to provide assurance that
management has identified events arising after the date of the auditors' repod in the
prospectus that may require an adjustment to, or disclosure in, the augitad fnanclal

A& MRl T i Erngf toimg Binpo Linjicy
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statements or other Information In the prospectus that s derived from such fnanclal
statements. We are also required to update our communlioations with the Company's legel
counsel and obtain representations from management similar to those we customarlly receive
as part of our annual audi,

Unaudited interim financlal statements

Pursuant to Canadian securlties laws, comparative Interlm financlal statements for the mosl
recently completed financlal period ars incorporated by reference In the prospectus, In order
to consent to the use of our auditors’ report In the prospecius desoribed above, our
professional standards require that we camry out certaln procedures Including a review of the
Company's Interlm financlal statements for the three months ended March 31, 2009 and 2008
and any other Interim financlal statements that may be Issued and Incorporated by reference
In the prospectus. We have reviewead the interim consolidated financial statement for the three
month periods ended March 31, 2009 and 2008 and provided our report thereon to the audit

committee of Sino-Forest Corporation. In order for the inferlm financlal statements for tha

three months perlod ended March 31, 2009 and 2008 to be incorporated by referencs In the
short form prospectus, we will have to complete additional subsaguent event review
procedures,

The period covered by the Interim financlal information Is specifiad by securities legislation. If
the final prospectus s delayed, It may be necessary to update the Interlm financlal
statements. If such Is the case, then we would have to perform additiohal review procedures
on the updated unaudited Interim finanoial statements.

The review procedures we carry out are significantly less exiensive than an audit and would
not necessarlly raveal matters requiring adjustments to or disclasures in the Interim financial
Information. Further, adjustments and disclosures may later be determined to be necessary
as a result of our subsequent audit of the 2009 financlal statements that Include such Interlm
perlods. Ascordingly, the review procedures do not result In the expression of an audit opinlon
on the interim financlal statements,

if information comas to our attention which leads us to question whether the interlm financial
statements are materially In error or not In accordance with generally acoepted accounting
principles, we will inform you and discuss what further action is required.

If as a result of our work we are required o express a reservation in our report on our review
of the unaudited Interim financial statements to be incorporated by reference In the
prospectus, we will provide a wrilten report on our review thereof to be included in the
prospectus.
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Other Informatlon in the prospectus

in addition to financlal statements, a prospectus includes other financlal information and
information of a non-financlal nature, As such other information may be relevant to the
financial statemeants and our audit or review thereof, we wlll perform procedures to determine
whether this other financial and non-financial information is consistent with the audited and
unaudited financlal statements In the prospectus In accordance with the guidance In CICA
Saction 7800,

If we become aware of Information that, although not Inconsistent with the financial
statements, appears to constitute a misrepresentation when reading the prospectus, we will
discuss the matter with management or with the Company's legal coungel, with the consent of
management, We may wish to racelve written confirmation from legal counsal of thelr view on
the matter. In the event that the apparent Inconsistency s not resolved fo our satisfaction, we
will advise the Audit Committee and conslder whather our consent may he provided,

Communications required by securities commissions and other partles
Wa are required by provinclal securflies legislation to lssue the following letters:
Upon flling the preliminary prospectus;

h An unsignad comfort letter addressed to the Directors of the Company and the
underwriter expressing assurances wlth respect to speclfied financial
information inctuded in the prospectus;

Upon filing the final prospectus;

N Consent letters addressed to the sscurities gommissions, in which we give our
conhsent to the use of our report In the prospectus;

{il) A comfort jetter addressed to the securitles regulatory authorities expressing
negative assurance with respect to unaudited interim financial statements
incarporated by reference in the prospeactus;

(i) A comfort letter addressed to the Directors of the Company and the underwriter
axpressing assurances with respect to specified financlal Information Included
in the proapectus;

Upon closing of the prospectus:

()] An updated comfort Ietter addressed to the Directors of the Company and the
underwriter, )
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Auditor agsistance to the underwriter

'As indlcated above, in connection with the proposed offering of securlties, we understand that

the underwriting agreament will provide that we petform certain procedures for the purpose of
lssuing a comfort letter to Credlt Suisse Securlties (Canada) inc. (the “underwrlter”). The
comfort letter would meke reference to our auditors' report and our raview of the unaudited
Interim financlal statements Incorporated by reference in the prospectus, and set out the
procedures performed at the underwrlter's request and the results of performing those
proceduras, In addition, we understand that the underwriter may request that we attend a
mesting (the "due diligence meeling™) at which the underwrlter and the underwriter's legal
counsel may wish to ask us certain questions, and that you have agreed to grent such a
request, We understand that the underwriter Is an experienced underwriter and will be
carrying out other pracedures it deems appropriate to obtaln whatever Information I belleves
Is necessary to complets its investigation of.the financlal affairs of the Company, Our audits of
the Company's financial statements referred to above wera not carrled out for the purpose of
such investigation, and our auditors’ reports, our comfort letter, and the answers that we may
glve at the due diligence meeting are not to be reliad upan for that purpose,

We will provide a comfort letier to the underwriter which we will prepars in accordancs with
the guidance contalned in CICA Section 7200. We will advise you of the matters on which the
underwriter Is seeking comfort and the procedures they are requesting. As the Company, not
the underwrlter, will bear {he cost of preparing the comfort letter, we will discuss with you the
practicality and effectiveness of the requested procedures in providing the desired comfort.

In accordance with professional standards, our audit was carrled out solely for the purpose of
providing us with sufficient appropriate audit evidence to support our opinion on the financial
statements referred to above, There is no assurance that the procedures we perform for
purposas of the comfort letter and our responses at the due diligence meeting will address all
of the questions that the underwriter and the underwriter's legal counsel may have, You
should be aware that there could be sensiive matters that the underwsiter and the
underwriter's legal counsel may ask us to address eilher in the comfort lstter or during the due
diligende mesting that could sffect the outcome of the proposed offering of securlties. At due
dlligence mesetings we will not respond to underwriters’ questions dealing with matters that are
generally management's concern or that involve predictions about future events or which are

+ beyond the scope of our practice and personal knowledge. Uniess otherwise Instrucled by

you, we shall attempt to perform all of the requested procedures and answer ali questions
asked at the due dillgence mesting.

You acknowledge that we have no responsibliity to you If the results of our procadures or our
answers to the questions asked at the dus diligence meseting result in termination of, or
change In, the proposed securities offering or in misuse of any confidential information
discussed af the meeting. You also acknowledge that you have requested us to cooperate In

410
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) . every way with the underwriter and the underwriter's legal counsel, by performing the
2 requested procedurss and by answering any questions they may ask In the due dlligence
! meating.

. You also agrae to indemnify and hold harmiess all members of the engagement team and
"'*‘} Ernst & Young LLP from any claim by the underwriter and the undemwriter's legal counsel, or
! any other third parly, that arises as a result of our somfort letter or our altendance at the due
diligence meeting and our responses to questions asked at such mesting.
= We shall advise the underwriter that Information acqulred by them in our comfort lelter or as a
Y result of our responses fo thelr questlons at the due diligence meeting Is confidentlal and Is {o
’ be used only In connaction with the sacurities offering referred to above, In addition, we will
| noﬁfy} the underwriter of our professional stendards for parficipation in a due dlligence
mesting,

Fees

Our fees will ba billed as work progresses are based on the amount of time required. Payment
in full should be made within 30 days of the date each billing I8 recelved, Hourly rates for our
. profassionals for this engagement, In Canadlan dollars, are set out below, All fees and rates
-mé quoted excluded applicable taxes. Direct out-of-pocket expenses will be involced {o you at our

, _ cost,

Level Hourly rate
\ Partner $650
' Senior Manager $450
. Manager . $350
| Benlor $225
! Staff $160

i Our estimated fees and schadule of performance are based upon, among other things, the

, assumption that all necessary information will be avaliable to us on a imely basis and that the
scope of our services s not expanded beyond those described hereln. Should our

J assumptions with respect to these matters be incorrect or should the condition of the records,

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

’ sommitments by us beyond those upon which our estimated fees are based, we may adjust
our fees and planned completion dates,

Wa very much appreclate the opportunity to provide services to the Company Ih raspect of the
prospectus and would be pleased to furnish any additional information you may request
concerning our responsibillties and functions. Please let us know immediately If you have any
concerns about the terms of engagement as described In this letter.
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Additional terms and conditions are attached and form an integral part of this epgagement
letter; they gavern our respective rights and obllgations arlsing out of this engagement,

To confirm these arrangements as outlined are In accordance with your requirements and are
accaptable, please slgn one copy of this letter n the epace provided and retumn ft to us,

Yours very truly,
f W ¥ ?m’m?/ RAAF
) [ Chantered Acsountants
FRPAKIRN R EHT ARG IAFAEH NS TRl R irh
! Agraed: Acknowledned on bshalf of the
| Sino-Forest Corporation Gompany's Audit Gornmitles:
ot oy i W %
Namet MF, David Horslby '1m *Mr JameH ’
Title: Shisf Financla Offloer ( ‘Tme Chair of the / sdit Commitiee
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Tetms and conditions

Except as otherwise specifically provided in the engagement lsiter or contract o which these
terms and conditions are altached (collestively, the "Agreement”) the following additional
terms and conditions shall apply. As used herein "EY" refers fo the Canadlan firm of Ernst &
Young LLP, "EY Entitias" means EY, all members of the global Ernst & Young network, Emst
&f‘gfun)g Global Limited, and any of thelr respective affiliales {and "EY Entily" means any one
of them). -

1.

Services - EY shall exerclse due professional cars and competence In the performance of
the services provided pursuant to this Agreement (the "Services"),

Unexpected svents - If changes to the scope or timing of any Services are required
because of a change in applicable law or professional standards or events beyond a
party's reasonable control, but not Invoiving its fault or negligence (any of which, a
"Changa"), the partles agree to adjust the fees for, andfor timing of, the Services
appropriately and, if nscessary, Cllent will obtain Audit Commiltee approval of such
adjustments, Each party shall be excusad from default or delay In the performance of s
obligations {pther than payment obligations) under this Agresment to the extent cgused by
a Change,

Client data and Information - Client will provide, or cause to be provided, to EY In &
timely manner complete and accurate data and Informeation ("Client Data") and access to
resources as may be reasonably required by EY to perform the Services, EY may disclose
Cllent Data, including personal Information, to other EY Entities for the purpeses of (1)
rendering the Services, () fulfilling EY Entifles’ professional obligations fo manage
sonflicts of Interest and to maintain auditor independence and (i) Implementing
standardized performance recording and documentation systems within the global Ernst &
Young network. EY Entities or thelr service providers may process and slore Client Dala,
which may include personal information, outslde of Canads,

Ganfidentiality - Subject to the other terms of this Agreement, both Gllent and EY agree
that they will ake reasonable steps to malntain the confidentlality of any proprietary or
confidential {nformation of the other.

Privacy » Cllent confirms to EY that it has obtained any consents that may be required
under applicable privacy legislation for any collection, use or disclosure of personal
information that s necessary In order for EY to provide the Services, EY shall adhere to
applicable ‘privacy leglslation when dealing with personal information that was obiained
from Client, Personal information is collected, used and disclosed by EY In accordance

with EY's privacy policy, which Is avallable af hitn/Avww.ey.comiea.
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6. Audlior oversight - Client hereby acknowledges that EY may from time fo fime recelve

requests or orders from the Canadlan Publlc Accountability Board or from professlonal,
securitles or other regWatory or governmental authoritles that fulfill similar functlona (both
In Canada and abroad) to provide them with Information and coples of documents In EY's

flles Including EY's working papers, and other work-product relating to Cllent's affalrs.
Client consents to EY providing or producing, as applicable, these documents and
Information without further reference to, or authority from, Cllent. Except where prohibited
by law, If a request or order Is directly related to -an Inspectlon or Investigation of EY's
audit of Client, EY will advise Cllent of the request or order,

When a regulatory authority requests access to EY's working papers and other work-
product relating to Cllent's affairs, EY will, on a reasonable efforts basis, refuse accass to
any document over which Client has expressly Informed EY that Client assarts privilsge,
axcept where disclosure of documents |s required by law or requested by a provincial
Institute/Order of Charterad Accountants pursuant to its statutory authorlty, Cllent must
mark any document over which It asserts privilege ss privileged and Inform EY of the
grounds for Cllent's assertion of privilege (such as whether It claims solicitor-Client
privilege or litigation privilege).

EY wil also be required to provide information relating to the fees that EY coliects from
Cllent for the provision of audit services, other accounting services and non-audit services,

. Internel communications - Unless otherwise agreed with Client, BY and other EY

Entitles may correspond by means of the Intemet or other slestronle media or provids
information to Client In electronic form. There are Inherent risks assoclated with the
electronle transmission of information on the Internet or otherwise. EY cannot guarantee

the securlty and Integrity of any electronic communications sent or recelved in relation to

this engagement and cannot guarantes that transmisslons or other electronic information
will be free from infection by viruses or othey forms of mallclous software,

Right to terminate services - Sublect to any appllicable professlonal standards and

' iegislation, elthsr party may terminate this Agreement, with or without cause, by providing

written notice to the other parly, In the event of sarly termination, for whatever reason,
Client will be involced for time and expensas incurred up to the end of the notice perlod
togsther with reasanable time and expenses Incurred to bring the engagement to a close
In a prompt and orderly mannet. EY shall also have the right, upon 7 days prlor notice, to
suspand performance of the Services in the event Client falls to pay any amount required
to be paid under this Agreement,

i
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9, Expenses - Client shall relmburse EY for all reasonable expenses Incurred In connsction

with the performance of the Services. The costs of administrative items such as
telephone, ressarch material, facsimile, overnight mall, messenger, adminlstrative
suppori:, among others will be billed to Client at 11.6% of EY's fees for professlonal
services. Reasonable and customary out-of-pocket expenses for toms such as travel,
meals, accommodations and other expenses specifically related to this engagemsnt will
also be charged,

10, Billing and taxes - Bills Including expenses will be rendered on a regular basls as the

assignment progresses. Agcounts are due when rendered, Interest on overdue accounts
Is calculated at the rate noted on the Involes commencing 30 days following the date of
the Involce, Tha fees, expenses and other charges payable pursuant 1o thls Agreement do
not Includs texes or dutles, All applicable taxes or duties, whether prasently in force or
imposed |n the future, shall be assumed and paid by Client without deduction from the
fees, expenses and charges hereunder,

11, Governing law - This Agresment shall be governed by and construed In acoordance with

the faws of the Province of Onlario and the laws of Canada applicable thereln, without
regard to principles of conflicts of law. The partles hereby irrevocably and unconditionally
submit and atiorn 1o the exclusive jurisdiction of the gourts of the Province of Ontarlo In
connection with any dispute, clalm or other matter atising out of or relating to this
Agreement oy the Services,

12. EY raports - EY retains all copyright and other Intellsctual property rights in everything

created by EY before or during the course of an engagement, including all EY reports,
advice or other BY communioations of any kind ("EY Reporis™ and all methodologles,
tools, systems, software and warking papers created by EY. Any EY Reports are intended
golely for the purpose descrbed In the engagement lelter or gontract to which these terms
and conditfons are altached, Excapt as otherwise spealfically agreed In sudh engagement
letter or contract Client shall not refer to EY or reproduos, quote or refer to any EY Report
(or any portion, summary or absiract thereof) In any dooument fled or distibuted In
connection with (i) a purchase or sale of securities or ()} continuous disclosure obligations
under applicable securilies laws. EY assumes no duty, obligation or responsibility
whatsoever to eny third partles that obtaln access fo an EY Report (l.e. parties other than
those to whom an EY Report ls addressed), Any sarvicas or procediures performed for
Cllent will not be planned or conduated {) In contamplation of rellance by third parties ()
with raspect to any specific transactions contemplated by third parlies or (If} with respect
{o the mterasts or requirements of third parties, Cllent may not rely on any draft EY
Report.
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13,

14.

18.

Limitation of Habllity - To the fullest extent parmitted by law and regardless of whether
such liability is based on breach of confract, tfort (Including negligence), breach of statute,
atrict tabllity, fallure of essential purpose or otherwlse,

(@) EY's llabllity shall be several and not joint and several, solidary or In solidum and EY
shall only be llable for its proportionate share of any total liabllity based on degree of
fault having regard io the contribulion to any loss or damage in question of any other
parsons respongible and/or liable for such loss and damage,

{b) in no event shall elther party be llabls to the other for any consequentlal, incidental,
indirect, punitive or speclal damages (including loss of profits, data, business or
goodwlil) In connection with the performance of the Services or otherwlse under this
Agresment, even If the relevant party has been advised of the likelthood of such
damages; and

{c) In any case the total aggregate labillly of EY arlsing out of or relating to this
Agreemant or the Sarvices shall be limited to the greater of (| the total fees pald to EY
for the Services and (1) $1,000,000, This paragraph {(c) shall not limit liability for death,
bodlly Injury, physical damags to tangible property, fraud or wilful miscondust.

For the purposes of this sectlon ("Limitation of Liabllity"), the term EY includes all other EY
Entitles and any subcontractors, members, shareholders, directors, offlcers, managers,
partners or amployeeas of EY or any other EY Entity.

Global resources - EY may use the services of personnel froi other EY Entities to assist
it In providing the Services, EY shail be solely responsible for the performance of the
Services and all of the other liabliities and obligations of EY under this Agrsement whether
or not performed, in whale or part, by EY, any other EY Entity, or any subcontractor or
personnel of any EY Entlty. Client and is sffillates or other parsons or entities for or in
respect of which any of the Services are provided shall have no recourse, and shall bring
no clalm (whether in contract, tort, or otherwise) agalinst any EY Entity other than EY, or
agalnst any subcontractors, members, shareholders, directors, offlcers, managers,
partners or employesas of EY or any other EY Enfity, or any of thelr respeclive assels, In
connaction with the performance of the Services or otherwise under the Agreement, Other
EY Entitles and any subcontractors, members, shareholders, directors, officers,
managers, partners or employess of EY or any other EY Entity shall have the express
benefit of this section and shall have the right to rely on and enforoe any of its terms,

No application - The preceding two sections (Limitation of Llability, Global Resources)
shall not apply to the extent prohibited by applicable law or regulation (Including for these
purposes applicable rules and Interpretations of the US Securities and Exchange
Commission relating to auditor independence and any applicable rulés or guidance from a
provinclal Institute/Order of Chartered Accountants having jurisdiction).

10
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16. Solicitation and hiring of EY personnel - EY's Independance could be compromised if

17,

19,

Cllent ware 1o hire certain EY personnel. Without the prior written consent of EY, Client
shall not sollelt for employment or for a position on its Board of Directors, nor hire, any
current or former pariner or professional employee of any of EY, any affiliate thereof or
any other EY Entity, If such partner or professional employse has been Involved In the
performance of any audit, review, attest or assurancs service for or relating to Client st
any time since the date of filing of Cllents most recent financial statements with the
relevant securifies regulator(s) or stock exchange(s) (or, If Client has not previously filed
such financial statements, since the beginning of the most recent fiscal year to be covered
by Client's first such financlal statements), or In tha 12 months preceding that date.

Saverabllity - In the event any provision of this Agreement Is determined to be invalld,
fllegal or unenforceable, In whole or In part, such provision shall be desmed seversd from
this Agreement to the exient required and the remainder of this Agresment shall remain in
full forae and effect,

18, Legal proceedings - In the event EY |s requested by Cllent or Is required by government

regulation, subpoena, or other legal process {o produce doguments or personnel as
witnesses with respect to the engagement for Client, and provided that EY Is not a party to
the legal proceedings, Client shall reimburse EY for professional time and expenses, as
well as the fees and expenses of counsal, [ncurred In responding to such requests.

LLP status - EY [s a registered limited llabliity partnership ("LLP") continued under the
laws of the provincs of Ontarlo and is registered as an extra-provinclal LLP In Quebec and
other Canadian provinces. Generally, a pariner of an LLP has a degres of limited Hability
protection In that he or she Is not personally llable for any debts, obligations or liabilities of
the LLP that arlse from the negligence of another pariner or any person under that
partner's diract supervision or confrol, As an LLP, EY ls required to malntaln certain
insurance. EY's Insurance exceeds the mandatory professional Vabllity Insurance
requirements established by any provinclal Institute/Order of Chartered Accountants.
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20, Miscallaneous - EY shall provide all Services as an independent contractor and nothing

. { shall be construed to create a partnership, joint venture or other relationship bsiwesn EY
and Cllent, Nelther party shall have the right, power or authority to obligate or bind the

other in any manner, This Agresment shall not be modifled except by written agreement

_ signed by the partles. This Agreement may not ba assigned In whole or In part by Client

' |* without EY's prior written consent, nat to be unreasonably withheld., Any terms and
I provigions of this Agresment that by their nature operate beyond the term or explry of this
Agreement shall survive the termination or explry of this Agreement, Including without

’ limitation those provisions headed Cllent Data & Informatlon, Confidentiality, Auditor
Oversight, Limitation of Liabllity, Global Resources, Solicltation & Hiring of EY Personnel,

and Legal Proceedings. This Agreement shall enure to the benefil of and be binding upon
the parties and thelr respactive successors and permitted assigns. The provisions of this
} Agreement shall operate for the benefit of, and may be ‘enforeed by, other EY Entities end
l any subcontractors, members, shareholders, directors, officers, managers, partners or
smployees of EY or any other EY Entity. This Agreement constitutes the entire agreement

; between the parties relating to Its subject matter and supersedes all prior representations,
! negotiations and understandings.

12
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:Excbange» Offer Memoranduny (“offef ng Membrandim®)

Thie will-cenfiren the engagément.of st & Ydung LLR ("wie” o “EXY) o parform servizes Tn

respeet of the Oifering Memorandm {o Blo-Fofest Colpetation (the "Cothpaiyy for the.

difer to exehange any-and il mdstandt g UB$300,000:000 5.126%: Guarantaed Senlor Notes.

Tue2011 (the "Exchangs Nm’ce*s“) saued BiyAhe Compamf ‘Ourpartriet, Linda:Zhit; will have.

priviary reaspanfslbimy Tor fals engagémeﬁi
i

Mériagement of the Company any @red t Sulsse Sacunities (USA) LLE (the "Dial Manager')
bear the primary-responsibility {0 enaund e C:ffarlng Memoranduni:containg nd

sr@}ﬁrme}htatlansu ‘Qur piovadiires. wtfh Tespeet to thisien aggﬁsmemwu (b perforrnediin
fadeBrdanGe With ouf pro?esswnai stant;iézfxia s 501 puit In GIGA Sentlon 7110 «Audiior
Tnvaivethent with Offering Documents of Fubllieand’ F’n‘va?e Entitlas, and. otharredquiteitiants
s set Dyt hieteuneler. Thessé pmcedwa aretesigned t ereblo Us Tolssue oyreorngent o the
vise-6f bur-agifols’ reportto-démenstigte to readers thaf we hava been lavalvsd Win the
Offéting Meridrandum. Our-consent is fo beInoluded In the Offering Memoraridarm,

€
Audited financial statemients 5
t
We Heiva audifed the halance shaéls @f‘tm :Company as: ﬂi Decomber 31 2908 s 2007,
and ﬁwamtements of Income angd miattwd earminys, dompighensive Immme gl oaghflows
for fhe years then ended. Oir repot} té; the shigieholists-on the comperativé annual finandal
staterionts or the, year ended Pecambr.31, 2008 was dated March 143, 2008 ap s be
Iheorporated by reference I the, Offefing Memorandim, Qurtepornt to the direstors of the
cormparny on the 2007 fhanelal statamants tatod Match 12, 2008 except gsty notes 2, 18 dnd
g3 which'ate as of July 17, 2008 wil 1!%0 be nebrporated by reforahoy frithe’ Off‘faring
Memaorandun, ;i

In order to-provide our Gonsent to the ue';'e of ouraudiors' reparts Inthe Offerlng
Meniiorandum, 1t will be necessary for us fo perform subsequent events review procedires.
with respest 1 the Offerlig M@momndum and any updates thereof, arid-the.closing of the.
afferiig, ‘This work s expectad to b cemprtsad of limifed anguiry and revlew protedurds
dostgnedte provide-assurance thatmanagement has ldentifled ovents.arfsing wfter the date’of

the aivc ltors! repgrts tn the Offeri ng-Meforandum theit:may. requlre an adjustmertt fo;or

disclosurs In, thé-audited financl 1state=mtants dr ofher Informatlon’in the tifarng

.!
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Memgrahéium that fs derlved from sugh fllnanc al statemients. We are also reguired to update
our eomipunleations with the. Coripany's legal counsal and obtaln rspresen’tattans from
fhahageright: sl \lar t6 those we oustonarily receivs s Part of gur.atihual audit:

Uriauglited Ihterim financld) etatgments

Cnmbara%{ve Interim financlal e&aiemem% for the moat recertly. epmipleted financlal period eua
Inicorpdratet by feferende. i the.Offering Memotantiuin, I arder to Gonsent tothe use of our:
Eitlifors” faport i thé Oiféring: Menaranturt desalibad dboys, aur pmfessionai standaz,cfa
teduire:tiat wo carrisout vertal proceddres Incliiding: a réview 6F the Gompany's Thterim
Tinendlal staterents for e thres months dndad Maysh 31, 2009 &nd 2008 aid any-ofter
rsteriay fivaticlal statements:tt hat may b is&ued and’ inr;‘ﬁs“paf'atézci Ky, referénse i the Difering,
Mematariedrn. Ws T raviewed the ffarim consolidated fugnclalstddsmantdartie fres

arrjonth petiods arided Mérch 81, 2000 ang’ 20081and provitded euif raper thersen 1o-the audit

(Ca) ﬁmltts& oftheCompany, i Srder for *the inter I ﬁf}ﬁn&a\’&»taié?ﬁeﬁi& for thetbres mionths:

patiod ended fdrchiat, 2006 and 2008{o ba Insorporated by referance I the:Qffering

Mermiorantiunt, we-will hg;\/a to:cofviplete additonal-subsequent event feview progeduies,

1 Xhes sl ©ffaring Membrandum is ~dala§:@d, thea Com gany may. detarmlne that It I8 decasbary
to iipdatedhs fiterf ﬁnandal stetaments, if sush s the dase, thehwé wauld haveto. perfgrm
'adﬁfﬂmal revievs pmcadufes t:m the updiited draudited friterim financlal staternenty; .

The revlew procedurgs we ﬁar‘ry titare sign floantly loss:extensive than 1. gudit-and walld
not nepessarly fevadl fattérs requiring étUustmmnizs fo-6r Alsolodures 1 the Wterim fihancal
Iriférmation, Further, adjustments and diGGlQBLtP@b ey later ba determined to be nacessary
ets-aresult. of 6(ir Bibseguant airdit of thca*g 2009 finanalal stalements that includs such finterlih
peitiods. Accardingly;: the review prospdures db. nof result il the expression of arraudit ma]nttm
o thenterlin finanglal staterierits. ;
i
if lnformatiop: cafhas fo oul attention whic h leads us to guestion whether the Interim finanolal * -
statenisnits sy rrigtérlally in error or not . aogorganae with gensrally acoepted-accouriting
pringiples, wewili inforry you arid :Jiscuas whiatfurther action Is required,

'!

i &s 4 resull of: ourwork we- gre required in axpress a reservation.jn gur report o ow” revisw

of the-unaugited ihtérlim fianclal statamépts to. be Incorporated by refererics in the. Offering «

Maiorgtiduin, wewlll provide a wiitten mgmrt on-eur: review thereof to'be Inecorporated by
reference h.the Offering Mamiarandur, .
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Dther infarmation In the. foering Mélmmahdum

In addition te financial statements, the bf‘r’en hg Memerandum Includes offver: ﬂnancla[

inff)l matiof ancl frination of e mn«ﬂn&m a] hature; As such gther fiformation: fhdy be
felévant to the-finapplal statetments-and pur auditorrevisiv thereot, we will perform’

m(;csseclu ¢y to.dotermine: whéther this Q‘ther finanola) ‘and npi-finanolal inférmation I&

consistert with the audited and yhaudi f:eti ﬁné@nc‘lai statemierits in'ttie Offeriig Memorandum In

acogrdangswiily the gy Idance i CICA: fxeotion 7500,

Tiwe become awere of nfoimation thid ithough not 5DGDIT$L:I€3M with the {manolal
‘statorienits, appears fo constifuts. a’mlﬁrapr@mntaﬁan wheh régding the Offert e]
NMemor andum, we will discyss the. mattgn with (hanagament or with the Cempany's. Jegal

" ghuneel, wWithithe obnsentof managemant,’ We may wish toretislve wiltten canfirnation from

1egal oounsehof thelr vigw on the mtaﬂe} Tn tHe évent fiat tbaampafent ms@mswfén@v 18 not
resolved to-our satisfantian, we wil, adyjsi the Audit Commiftes eny!; sonsiderwhether ot
th“sant may be provided. ;4

'Sammumcaﬁons required by other pra:‘qes
Werare: requrrsd upon th*e reqiest of the Desl Mariage! to Issue the follewing letters:
Upon comp{eu@n of the Offering Mésmer‘andum

» A eomitrt Jettel addressed w the Ditsctors of the Company and-{he Deal Wansger
expraséiiyg assuranpes wfthgespect to-spécied Tfinanialal Tformetion insluded of
“inuorporated by referenee.in iihc, Sffering mgmorandin..

Upon. ciosmg of thie-offerlig: - i

. A Bring-down. Jatter :addressé ¢ to the Difestors of the CGompany and thfa Deal
Manager.

e IR M, 5
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Audtor asisistarioe tothe Deal Manager

As indipated. above,im connagtion with tie. propotiad.offerlng of Exchange Nofes, we.

understand that'the-Dagl Manager raduost that we perform certaln | procadures Torffie purpose

of lsslilng g comfortletter the Deal Mané;ger The-aurfait Istieiwatld makereforengs to-oyr
auditors” repoftand aur review oftheu nauéﬂte@lﬁt@r m finandclal stafomerits Inéomporated by
reference in:the’ @I’féfjng Nemarandur, g-md sot qutihe procedures peﬁamwd at the Desl
Mahgger's feiquest end theresulfs of parfeﬁ‘n ng thiose pfocediires, In addition, we-
understand that the Deal Magager may. requést that we.altond a meefing (he "duediigence .
‘meeting) at which fhe Déal Managar«an;i the Degl: Mamage?’ o lagat aburidale may wish to e
i oartain guestions, atiththat you have ag;aed 14 graifvsush atoquest, "We uriderstand that

‘the Deal Manager Is ar) aXperfantsd agenfza nd Will begarylng.ouf otlier brécedures I deéms

appropriateio obtaln: whaf@\f@r nforr rat!:an if tialjaves I natiossary to edmplete s
invastigation of tha finanglal affgirs of ﬂw Cotmpany. Curauditsof the Gompany’s. Snenetal
statoments referred fo-abova wers riof o gm@nrel outfor the:purpbeeof slwh nvestigation, and
Ui auditers' feports; sur comiert, latfer, amd the ‘ansWeis it we may give at the due.
dillgence meeting dre not.th By rélled ﬂp(m forthat purpose;

Wa will atfend & dus diligerive maeti ng and providea comior latiarto the Dasl Manager
whigh we will prepare fn actordancewl ithithe guldaroe sontalred i GISA Sectlon 7200,
subjadt-te our recelpt of a |otter.of réptam?ntaiwn from the-Deal Manager regarding thie
Offfering Memarandum which i satisfat:;tm‘y ‘to.us: We will advisesyoy bitthe matters on-which
the Heal Managei s $eaeking comforf ant; theprpcadines they-are ‘requestl Al A the
Corapany, ot the' Deal Wanader, will b *ﬁr Alig:Gost of prepar Thg the eamfar] latfar, we wil

dlesuss with you 1@ pmcﬂcal ty arid difectivenessnltha reqiasted probadiirds In providing
the glosived comfort, b

Our comifort lefter s notte be rellad g pmJ ‘qupted.or référred to bythe addressess. of any of
Mair reg(stared broker-deale forsign afﬂtigtes in-sontsotice with the. offer, salé.or exébangs
ofthe secutliies sutside of Canady and t@a Unlted States, Far greatér certality; our somfort
letter I8 rmt tobe retied upah; quoted or refiiied to by the addressess ordny, of thelr '

,,,,,

r forelgn-affillates in connaction with the gffer; sale érexchange of the

: securlties ) forelgt‘z Juﬁsd ctions, In¢ udlng, without linttatien, any offeror sale of gy i6h

sacuritias on an exempl basis oitsideof Geinada and ther United States urider any dpplicable
registration examptions refarrad todn the bﬁering Mamegrandlnd.

It atcordaiics With piofessicnal st'mdarqia our aydit wds datriad out solalyf for the putpose of

‘providing us with sufficient ‘appropriate autlit evidérice to suppm{ our opinfon of the financial

statemenits referred to-abave, Thera Is no; %sburanca thiat the pioogdures we petform for
purposas of the comfort letter and our fasptingss-af the dus di i igence mesting will addrags all

b the questions that the Deal Managet and the Deal Manager's legel counsels may have,
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You-sholld be:aware that thera:sould beisansitive matlers that the Deal Managsr and thig
Deal Manager's legal counsels méy askus to.address oithern the doifort etk or during ths
dye.difigence meeting that gould 'affaﬁt‘t.fhb sutcomi-of the proposed otfering of the Bxchangs
Netas,-At e due dillgsive mestings We Will it respond to Ueal Manaders questishs desling
with.mattars that are generally managdment's coriaeri or that nvolve predictions-gbokt Tuture
events orwhich are. beyond fhe sobpe ot olir practish and personal knowledge;\nless
oinerwise instructed by you, we s‘haii;»s;}été‘mpt'io perform all oMhe requested procadures and

. ‘Bhewer all questions-asked' attha due éc;lilfgengame‘éjﬂﬁg,,

Yiou seknowledye that we hgve g 1:§§s§>.§3ﬁsjbility to.you If the. resiilts of our prosedures.vrour
answals to-questions-asked gl the dueilipenca riesting restitintaithination. of, .or changs. In,
‘the prapiosed offeringror In misuss oty confidbatial infoithallvh disoussed at-the meellng.
You alsoatknowledgefhat you Iave:teduested Vs 10 cooperte-in every-way withrthe Deal
Manugetind the Deal Managar's legal zourisels, by puifoniiing the requssted prosedives
and by“arjswerlng any questions they zﬁx‘ayf:a;s*k’iaiihé dyj, diiggnée meetliig:

A

"YU alse agreé to Indlemidlfy and hald Reirmlegs 8l rembirs of the ergagemaitiéEn. ahd

st & Yauhg LLP fromeany clalm by the Deal Mapagenand the Deal Managers legal
¢olrjigel, orany ether third parly, that aflgws a8 & result 6F vur comfort letier or our Attandencs
&l the- e liligetide masting and our rcﬁsp@xnssa o quiestions asked ot sush mesting.

We ghiglladivise the Dial Manager ‘thaiginfazma‘ﬁm aoqufred by therm In ot comtart lstler of

- agaresult of ol jespeonises o thelrquestions-at the due dillgenss méetingls configeritial and

9 to b lisad paly In corinection with the Excharige Netes offering referred to abové, In.
additton, We Wil ngfify tha Daal Mam&g‘ﬁan of aur professioriel staridards for patticlpatioh Ii &

- due diiigende mesting. |

) j
Fops ﬁ

Ot fegs Which.willbe billed ag worlq;m?l::g resshs are ftrqs‘e\dian ttie:armotint of fime foquired.

Paymentin full should he made within-30: days.of the date each biling is received, Hourly
ratias ot ouir professionats fordhils engagerment, In Canadiah dollars; ate set-out below: Al

foes and rates quated-exclude appiicable takes, Ditect dut-of-pocket-expenses wil be
Tnvalced to you 3t oUr cost, !

Lgvel i Hourly rate
Paither: ’ $680
Benlor Manager ; $460
Marager $350
Senlor : $206
Staff -~ : 150
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Wa Very muoch appreciate: he ﬁppmmnky tor provide servlces ta'the Gompeny In Tespast 0f the
C)ffﬁnng fMemorandiim and wait I be pieasad tofurnlsh any.additfonal information you ine
ratgueat oohearalng our raspahﬁibm teg and funcﬂonm Ploass et is know !mz‘r}fsd{ Blaly (fyni
have. any coﬁwma Aboutfife forms of af}gaixamrsmt a8 destribedinthis leltér.

Addilongl terms.aad eonditions. alé&s,ttag hedl and formvan‘infagral paitof Hile: engageiisht
feffer; thay goyern our fespanilvexfights at‘;:d obi [gations arfsing: oufl af il - Grigagsrient:

“Tor cortfirm ﬂ‘:ese drespgonigits s aa mull!r)ed aje'linacpdrdange with Yt requ fremionts. antl &fe
depeptable; please sigionewitpy: off taﬁé tetfarin the. spacs pmv[dﬁd and Tetura 1E o 8,
|

Yours Veey iy,

Ohartered-Accountants:

ShhoForesat Gorporafitn

'fomeaf’fvlr Savk:ﬂ i ey
Title: Cm’amyn Gl Otficer
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. Terms and ¢ondiflons

) L.xcapﬁ asotherwles specifically providad In-the engagement Jatieror contrast to which these
terrg dand eond!t long are attaghed.{ wll@c‘dvely‘ the "Agreement”) ihis Tollgwing additional
terms. and coriditions: shall apply: As uséd herain "EY" refors to the Crngdllan M bf Emat-&
Youtig LLP, "EX Enfites” means EY; all members of the, ghobal Enat 8: Yourig netwdtk, Emst
&f}‘hqun’g Global Limited, andany of t‘;elr respaefive fflates: (and "EY Entity“ fnéans any one.
af them), ,u

.

Betviees - BY ehall exerclse due pﬁ@fssss loiialeare dnd compelehied In the perfﬂrmanoe of

g $pivives provided pursuait to thla Agreemant (the "Sepvicea”).,

igxpectad Bvents - If changes.tolthe scope of timing of any Servitesars: tetuiied
bécaiseof a. o!’canga I appliceibile | aw or profe%sluna{ standards ob.avints.bayond &
paity’s Teasanable control; but not, nvclvim;; lts faul-or negligéute (any gfwhigh, @
"Changd", the partiea agree to agjust’ tha foos Top, @nd/or timing of, the, Seivices
appropriately. and, I nacessery; Glidrt will-obtain At Comnilttse approval ofsuch
saci{ustmeﬁfs, E’ﬁ@]"] party:shall be'exoused from dczfam t.or delay I tha parformance of its:
@L’ggaﬂms {other fivan paymerit oblfgaﬂg;ns) Lpdei-thisAgresment to the eaxfent -oatiged by
bey ange

Client data and Information ~Cliédt will provide, dr calise to be, piovided, toEY g
Timely Toanfer-complete ahd acqumiea data’and ifolmation (Glient Diatal) and: ‘pocess to
1eBQUrses ag.may big reasenably requ[red by BY 1o perform the Servipas, EY may discloser
Qlieni Data, lnoluci ing peisonal !nfarmai ary “to pther BY' Entitles for-the purposes-of ()
rendering the Services, ( I fulfllling ?-Y Entitigs' prafessional gbligat cms; to manage
confliots of Taterait dnd 1o mintain. ai iclitor Independepoe and (il fimp lereniitiy
utanda;dlzeﬁ perforiarice; remrdlﬁg: and tlosumeritation systems wit ithin the: global Bmist &
Yoting Petwdrk. BY Entities or thélr-service providers may” pmwss and- Btai‘é Gllerit Data,
whlgH may Inélide. petsonal Infor mai;!cm, outslde of Canacla

Confidantiality ~ Subfect fo'the ofl wcar teim oF this. Agreement, toth Glient and EY agrée
thal they Wil take rassonible staps fo malntain the confidentiality of any propﬂetary or
confidential tiformation of the: other!

Privaey « Client cohfivhs to EY-that it has obtained any songents thatnay be required
undr #pplicakle pitvacy lagislation mr any edlileetion, useror distlosirs of parsonal
Inforimation that Is reosssaly. In ordefor Y o provide the Servises. EY ghall adhere to
applicable:ptivacy legislation when d@allng with persenal Infortrialion that wis oBtalhad
from Clisnt, Persanial lnformation Is Sollssted, used:and discldsed by EY+in accordance:

with EY’a f)rivaay policy, which Is av@xl!'}blé -at hiis:liwww.ey comfod.
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Audltor-oversight.« Gllent herehy Acknowladgés:that EBY may-frortiiime fo time recélve
requests or-orders from the Janadian Pubile Accoufitability Board or from professional,
saourifles or-otherregulatory origovemmeiital duthuriies that fullll similaf functions-(beth,
In Ganada and abroad) to provida thein with-Information and caples of documents [ EY's
files theludlnig EY's:working papars, and othel work-prodisot retatingto Cllent's affalrs,
Lllont vonsentato EY pravidivg or pradising, & applleable, these dosumenits and -
Irformiation wittiout further refetanod 1o, of authority-from; Cllent, Exeeptwhare prohilited
by lavy, If 8 fequest-of dardar ls-ditadtly, felated to anlinspection orinvestigatlonafRY's
audit of Cllent, EY will gdvise Clight-of the requestiorerder

Wheti & teguistory authaslty requBataiactegsito BY's working papers and-otharworks
profuat relating 1 Oligiitls pifelis, EYiwlll, on a reasonable efforts basls; pefiise acogss to’
By Joouiment ovar whigh Glignt has. exprossly. informed EY that:Client asserts priviiege,
axeept whatendiselogure of documents lsregulred by law or requestod by a-provipglal ‘
Instiiute/Order. of Ghaiterad Accountants pursyantto fis.statytery ahority. Cllent must
miiark any doctiment over which 1t asserte privilege as piivilsged and inform-EY of the
grauhds:for Client's assertlon p?:ps";{y}!g%g«sr‘(m@lmsM:iez.thér {t-dlaimyg:solicitor-Gllent
privilege.or {itigation privilege),

EYWill alé6-bé rétitred to pravide! lni'?r:m,a‘t_fgn relafing to the fees that EY tollects from
Cligrit for-the phavision of audit servia‘éaa other acebunting senvivss and Hafi-dudi servicas,
i N . .
iritarvist commitfiatlo hs -Uhces oherwise agreecswith Gllent; EY and other By
Enfittos.rriny sérregpond by meahs ofithe Intarnet or otherglectronio media or provide:
iformatien.to.Qlignt in.dlectranie form, There are Therant riske assoglatsd with the
alactionlctransnilsslarnof Informationren the Interpel ot otierwlse, EY-cariigt guarantee
the'saatinly andintegrity of any.elecltbhls communieations sent‘or fesiived iy élationto ;
this eigageinent and cannot guatantse that transiissjofis or othet eléstionie infarmation
will berfree fromdnfection by viruges:gr-other forms of malisloyi soliweaie.. ’

Right to, teriminaté: sefvices ~ Bubject to any applivable profesdionsl standards.and
lagisfation, aithei party may temninate fhils Agrasmont, with-or without catse, by providing
wittien.nofiveto the other party. In the event ofearly terminatia, for.whateverreason,
Client wiif be fhvoleed for ime-and expehgesirioured up 16 the endof the netios period.
together with reasonable tma and expenses newed to brivg the engagementto a close
i a prompt and orderly manner. EY sliall- algo have the, riglit, wpdri 7 days prior riotice, to.
suspend parformence of the sp,r-‘via@sj{n the svent Glient falls fo peiy any amount required
tobe pald under this Agrestment. 5
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9. Expenses - Cllent shall relribuise EY for &l reasonable expenses Tngyrred In sopnection

with the. performanae of the. Sefvites, The coste of adminfstrative ffems such as
telaphonia, ressarch material, faesmile, overnight nll, messengsr; adimilstative
stpport, ameng ofhiers will be blilad o, G flerjt it 11.6% of EY'afegs Yot professional
servicss. Reasonable :an.cl"ca,us’c,ffmia., out-of-pocket.expensss-for, ltéms syoh s fravel,
meals, sceormmodealions _awd'~Qﬂla‘rﬂf_fx;jtaﬁse‘és‘e&péﬁlﬁ(&iaﬂy related to this ehgadementwl] .

o

alte be charget,

10. Billlng'and taxes - Bills ineluding ez}igp’rsmsas will be renidered on & fégular basisds the

assignment progresses. Aceounts ‘dre due wiisn reriderad: Irferest on everdue ddcaunts
Is ealoulated atthe rate noted onthedipvalos corimhencing B0 days Killawlig the: dat of
fherinvbige, Thi fens, experses aid other thtrges payablie plsekkie this Agréaniait do
notahalude tencoy orduties, Al applicable-taxss or dutles, whether present)y: i fotes of
imposedin.the futirg, stiall be assukned and patd by Cltent Without dédustion ffam. the
fees, Bxpensges and charges horeundet, .

L ke '

11, Governig law.- This Agregiiant shéll beigavernad by st constnied ln accpidands. witl

tha laws'af the Piovinde of Ofitarl and the:laws:of Canada-applioabls thérelm; Withellt.
regald to prifeibles of canfiiatscof lal.. The partiss héreby lirevecably and inconditfonlly
-S{5rill o Bifor 1 the ekolisive jursdidtion ofths-couits of the Frovinte of Ghtailo In
¢oineblionwith any displite, dlelm or other matfer arlsing out.of or relafiogty this
Agrarieit orihd-Servicés: .

y

12, BY :e;pcpff:a - BY relalng dll eopyrig ﬁ‘;t-femd ather Iitellestual Property tights i everything

oremlgd by. EY befofe o) during the goues bf alvengagamertt, indluding all EY reports;
-advicé ol other BY a&an*tmuﬁ"o‘c‘-ﬁib’z—miof any kind (Y Reports'y and all mgthodolagles,
tools, bystems, soflwara andg working pepers created by BY.: Any. EY Reporty aye nfended
solaly:for the purpose described I dhe engagement letteror coritract to wiileh thess termg
and-gandiions.are attachied. Bxvept bs othirwise specifivally agreed [ sush aﬁg@ﬁémeﬂi
leiter or tontract Glient shall not :{@fér}t@ BY oy feprotucs, quote or fefer & any BY Repert
(or. gihy porfionh, summary of abstracf thereel) I any dacument il 1eﬁ"otjid Istiiplatad I .
gotingetion with () a purchese br sile ofsedlrites of () continuous.diséigsurs obllgatiois
undar applicabiy seouitiss laws, EY, assUnes ne duty, ofiigation ortésagnslhiity
whitsneverta any third parlesithat otEN Hogess to ah EY Repéit (Le:.partes tther that
thass to-whath ari EY Repbit is-addiédsed). Any sérvices or prdcaduids pittoimed for
Clisat:will not be planned er canductad {1y in contemplation of rellance by third parties {ly
with, réspect to-any speclfle transaetjons cohternplated by third pariies or i) with respect:
‘tovthe Intefests or régqUirétivnts ofthird parties. Cllent may hot fely on any draft E¥Y.
Report, :

Oy

428

ol



UHHHIHIH

13, Limttation of labillty - To the fullest extent permittedby law and regardless of whether
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Buofy I} abi ty T baasd on biaaclh ofqo‘nua;,t tort (Inc Lding naghgenca} bregch of statute, .
strict ] abﬂlw; falluieg of B8sential purpose: or' otherwise,

{&), EY's ablity shall bé several and nat Joifit and Several; solldary:or I selldum and EY
sl anly héligble for tts pxopm‘zmnate shara-of anytotal !fablﬁty based'on degree-¢f .
faulthving régard tothe. oty L}uﬂo i to &y loss.or damage n question of any other
hetsons rasporisible dnd/or ilmb I6-for: eu::h loss.and gamage;

WY into avent shall slther parbj he fable to {he @’thar faf any consequential, [nakjentak

fesel Faet, pliitive or spadial damages Including loss of profits; data, busnwss o
;gaodﬁvill) 1 mnneacflbn wiith the' per?arman@a of the:Sarvices: or oiherwise under-fhis. -
Agraginghit, svers if the rélevant pa:’ﬁy has been-advised of the fikelhoad of sugh
-damigges; and -

d

&) Wdny sada the otal aggmgata liéb ity of B arising out of or relating to this
" Agraament i the Servlees shall e limlfed ta the, greatar of ) the total fees pajd to :
EYfor the Servioss and (1) §1 ;GGO,GGO This paragraph (e} shall nat Hml Ilabllﬁy for

eath, badily fijury, plysfoal damage totangible property, fraud or wifal mlsepndv.)ot .

Forthﬁ purposes-ofthils sdation (“L!mltﬂﬂon of-Liability"), the: term EY includes all other BY:
Entitfes-atig: any Stibcontrattors, ynambérs, shareholders, diredtors, offloers, menagers;, -
paftriers or @ffiploygds of EY dr any dtherBY Entity. . ;‘

14, Gmbaj reswrms - BY, mdy dsethe sem/toaa of persannel from other EY: Entltles to assist

it ihp;wldlng the Seivices. EY skl b@ Solely: rasporisible for the performance of the.

Bervices i all aithe other leblitiesiand obligatlons of BY under tifs Agrasment whethier ;

or. not petfaiined, In.whole or patt, Gy iE‘.’Y, any-other kY Entity, or any-subcontraclor or
pérsonnel efany EY Entlfy. Client anc} lts affillates or other persans. or entithes fororfn
mégaaf S Wileh any of the-Services are provided. shall have e Tacourse, and shal] bring:
né-elalm dwhisther In-contraet; tort, arp(hcarvviae) sgainstany EY Etitlly ofher fhian EY, or
agialnst any subsentractors, members, sharshelders; dirsctors, officers, ransgets,
partners.or emplayess of EY or any ryther EY Entlty, or ghy o thair reepactive assets, In .
sonneetion with the performansce of thaa ‘Borloes orotharwlse undet the. Agrzement, Qihet
BY Bnfitles and gny subcoritractors, mei mbers, skiatsholders, diractors, offi 0bfs,
managers, partners of employeds of BY or any ofl wfr EY ‘Entity shall have-ther eXpress

“bonefit of this sagtivn ard shall have th@ right to rely & sind efifeiée arly afits teimg,

10
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. 18 No application - The pracediig twd sebtions (Limitation of Liabiity, Global Rescurces)
shiall not apply te the ektanit:prohiblted by-appllcable law arvegulstion (nclding for thege
Purposes applicable rilss. and Titerpratations-of the US. Seourtles-dnd Bxcliandd:
Garimission relsiingto avditor Independence and any gipliéable rulss or guidanoe froni a
rovinglal Institute/Order of Qh@ft@rééj Accountants having Jurdsdiction)..

16: Solfcitation dnd hing of E-Y.peva%m;é!» EY's Indapahdenios.could batosmpromised if
Gl weratorhlre sartdin BY persohnel, Without the'priar willten consiintof £Y, Glient
shall yot solicit for smployment.or for & positfery on s Board ¢f. Divéiotars; not hife, ahy
ourrantof farmer pariner or prsfassional emplayee. of dny, ¢f EY, any afillate-therecf or
any éther EY Efptity, If such parfnar or professional Shipioyee:lias baén lvolved lthe-

; performatica of-any audit, review, Hitest ot asalitaned service Totarelaling fo Cligrt at:

-~ : any-time since the Yate by ”'t‘ﬁ’qulﬁﬁt’s;m,r;sL:rebisfétﬁ finanolel statements withthe

! relavantseeuriios ragulaior(s) or stdek-exiharigetsy (oi, ([ EHent hag notprevicusly flisg
- sushifinaticlal statethents, dinse tisibeginning of tha mostrecentfecal year i be covered
,,.g by Glleat's first sueh findnclal ssteiients), of In the 12 maenths pregeding that date,

17, %jevve}#abﬁ{i;yn:;n‘ thegverit-aiyprovistarn of this Agiéement ls determined to-be velld,
llagal vr-uhenforesable, Inwhols-orin parl, sdoh provision shell ke desmed geyeredfiom
this-Agreamient to the extent requitel] aidithe remainder of tils Agraement ahall remnairin

b full foriee ani effet;

18: Legal procesdings.~ Iri the event EE?/ I8 réiciubsted by Cllentor la requiliad by, gavemment
regulation, stibpeeha, of other legalprocess to produce.documents or personne(as
withgissos with respett o theé endagementtor Cllent, and provided that Y Is fiota pelty to
ther lsgfal prodesdings, Client shall reimburse EY for prefessienal time and e%penses,.as
well as:ihe foos and expenses ofcolinsel, inburred jn responding to:sugh rguests,

18, LLP statiis - EY 18 & reglstarsd limttj'd Hablitty partership CLLP" tontinued uhder tie;

: Ly of $his Province of Ontarle and i§ ragisterad as an exfra-provinotal LLP it Quelés #id
aithial Ganadian provintes, Ganerally, a pariner of arl L1 has & dagres of lfiited lféﬁgmt_?
préfaation Inthathe or she'ls not pelsanally llableforany dobts, obligatiors or llabillids of
T LLF that arise fiom-the -negl}gené@a of anather partner or any perei. diiter that
pattner's direct suparvislon or gortrel, As & LLP, EY Ta required to maintéii.certalir
lhelrance. EY's Insurance exeseds the mardaiory professtolial labilty hsurance
requlrements astaliished by iy prr%‘g;firﬁéiaf [nstite/Order ot Cliarterdd Adcountants,.
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shallbg gonstrited to:dreats & partivership, Joint Ventirs or thet refatiohship belween EY
and Gllent. Nefther party shall have the right, power or-aufhatity to.obligate orbind the.
othet In any, misner, “This Agreement shall not be modHisd except by, writter agreemer -
slgned by the parflas, This Agraemment may: hotibe deslghed Inwhole of In parkby Client
withoyt E¥'s:prler wilften consent, ndtio beinrensonalily withhdlel, Any termi aeid
provislons.of this Agroamertt that by thelrnatirs opérate.beyend the termor expliy of this
Agraerient shalleuryjve thetermination or-explry efihis Agreement, Teludlngwithaut
tiinitation thosa provisions heedad Cllent Data & Information; ConfidentiBiitys Auditor.
Qvarsight, Limltation.af Liabiltly, Global Resouress, Sollaifalion & Hirlhg 8T EY Feradniel,
and.Logal Progeedings. This-Agresirientshall-onure fo'e banefit-of and ba hinding upen

thiepartlvs ariel Telt resgisotive suceassors and permitied nesling: The provislons ofthls
Agraement $hall operate for the boreit.of and way e -enfarged by, other EY Erifilds and -

eny subkontrabiors, wiembers, shatelielters, djrectord, offioprs, managders, partners.or

eniplayess of BY brany other EY Brilty: ThisAgreginent soristitites the entire agiesment
hetwdan the geariias rélating to lts~,eutj3m‘t mgtter ahd slipersadas all prior represeritations,

negofiationg and undetétandings,
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November 17, 2009

Mr. James Hyde
Chair of the Audit Committee
- Sino-Forest Corporation
| 90 Burnhamthome Rd W,, Suite 1208
‘ Mississauga, ON, L5B 3C3

{ Re: Short Form Prospectus

, This wili confirm the ehgagernent of Ernst & Young LLP ("we” or “EY") to perform services In
o~ respect of the prospectus for Sino-Forest Garporation (the "Company”). Cur pariner, Linda
] Zhy, wiit have primary responsibllity for this engagement,

n Management of the Campany and the underwriter bear the primary responsibility to ensure

] the prospectus contains no misrepresentations, Qur procedures with respact to this

engagement will be performed in accordance with our professional standards as set out in

CICA Sesction 7110 - Auditor Involvement with Offering Dosuments of Public and Private

Entitles, and other requirements as set out héreunder, These procedures ars designed to

’ }. enable us to Issue our consent to the use of our auditors' report to demonstrate to readers

1 that we have been involved with the prospectus, Our consent is to be Included In the
prospectus,

i Audited financial statements

Pursuant to Canadlian securitles laws, the comparative annual financial statements for the
- most recently completed financlal year are incorporated by reference In the prospectus.

We have audited the baiance sheets of the Company as at December 31, 2008 and 2007,
and the statements of income and relained earnings, comprehensive income and cash flows
for the years then ended. Our report to the shareholders on the comparative annual financlal
I statements for the ysar ended December 31, 2008 was dated March 13, 2009 and Is to be
incorporated by reference In the prospectus relating to the offering of common shares of the
-1 Company, to be filed by the Company under the Securitles Acts of British Columbla, Alberta,
i Saskatchewan, Manltoba, Ontarlo, New Brunswick, Nova Scotia, Prince Edward Island,
Quebec and Newfoundland and Labrador ({the “Acts”).
! In order to provide our consent to the use of our auditors’ report In the prospectus, it will be
! necessary for us to perform subsequent events review procedures with respect to the
preliminary and final prospectuses and the closing of the offering. This work is expected to be
a comprised of limited enquiry and review procedures designed to provide assurance that
1 management has identifled events arising after the date of the auditors’ repont In the
prospectus that may require an adjustment fo, or disclosyre In, the audited financial

S el "“"“‘-'”'a-lh‘m’\?@B { 7010
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statements or other Information in the prospectus that is derived from such financial
statements, We are also required to update our communications with the Company's legal
counsel and obtaln representalions from management simllar to those we customarlly recslve
as part of our annual audit,

Unaudlted interim financial statements

Pursuant to Canadian securifies laws, comparative Interim financial statements for the most
racently completed financlal perlod are incorporated by reference In the prospectus. In order

to consent to the use of our auditors' report in the prospactus described above, our .

professional standards require that we carry out certaln procedures including a review of the
Company's interim financial statements for the three and nine months ended September 30,
2009 and 2008 and any other Interim financlal statements that may be lssued and
Incorporated by refersnce in the prospectus. We have reviewed the Interim consolidated
financlal statement for the three and nine month perlod ended September 30, 2009 and 2008

and provided our report thereon to the audit committee of Sino-Forest Gorporatlon In order

for the interim financial statements for the three and nine months perlod ended September 30,
2009 and 2008 to be incorporated by reference’ In theshort form prospectus, we wil have to
complete additional subsequent event review prooedures

The perlod coverad by the Interim financlal Information is specified by securitles legislation, If
the final prospeolus is delayed, It may be necessary fo. update the Interim financial
statements, If such Isthe case, then we would have to perform additional review proceduras
on the updated unaudited Interim financlal staternents,

The review procedures we carry out are significantly less extensive than an audit and would
not necessarlly reveal matters requiring adjustments to or disclosures In the interim financial
Information, Further, adjustments and disclosures may later be determined to be necessary
as a result of our subsequent audit of the 2009 financlal statements that include such interim
perlods. Accordingly, the review procedures do not result ln the expresslon of an audit opinion
on the interim financial statements.

If information comes to our attention which leads us to question whather the Interim financial
statements are materally In error or not In accordance with generally accepted accounting
principles, we will inform you and discuss what further action Is required.

If as & result of our work we are requlred to express a reservation In our report on our review
of the unaudited interlm financial statements to be Incorporated by reference in the
prospectus, we will provide a written report on our raview thereof to be Included in the
prospectus,

434
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Other information in the prospectus

In addition to financlal statements, a prospectus includes other financlal information and
information of a non-financlal nature, As such other Information may he relevant to the
financial statements and our audit or review thereof, we will perfom procedures to determine
whether this other financial and non-financial information Is consistent with the audited and
unaudited financlal statements In the prospectus In accerdance with the guldance In CICA
Section 7500,

If we become aware of Information that, although not Inconsistent with the financlal
statements, appears to constitute a misrepresentation when reading the prospectus, we will
discuss the matter with management or with the Gompany's legal counsel, with the consent of
management. We may wish to recelve written confirmation from legal counse! of their view on
the malter, In the event that the apparent inconsistency Is not resolved to our satisfaction, we
will advise the Audit Committee and consider whether our consent may be provided.

Communications requirad by securities commissions and other partles
We are required by provincial securitles legislation to issue the following leiters;
Upon filing the preliminary prospectus:

(h ~ Anunsigned comfort letter addressed to the Directors of the Company and the
underwriter expressing assurances with respect to speciﬁea financial
Information Included In the prospectus;

Upon filing the final prospectus:

()  Consent letters addressed to the securities commissions and the underwrlter,
In which we give our consent ta the use of our report In the prospectus;

() A comfort letter addressed to the Directors of the Company and the underwriter
pxprassing assurances with respect to specified financlal information Included
in the prospectus;

Upon closing of the prospectys:

0] An updated comfort letter addressed to the Directors of the Company and the
underwriter,
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Auditor assistance {o the underwriter

As indicated above, In connection with the proposed offering of securlties, we understand that

the underwriting agreement will provide that we perform certaln procedures for the purpose of

issuing a comfort letter to the underwriter. The comfort letter would make reference to our

audltors' report and our review of the unaudited Interim financlal statements Incorporated by

reference In the prospectus, and set out the procedures performed at the underwriter's

) [ request and the results of performing those procedures, In addition, we understand that the

underwriter may request that we attend a meeting (the “due diligence meeting”) at which the

underwriter and the underwriter's legal counsel may wish to ask us certaln quastions, and that

you have agreed to grant such a request. We understand that the underwrlter is an

. l experienced underwriter and will ba carrying out other procedures it deems appropriate to

‘ obtain whatever Information It believes Is necessary to complete its Investigation of the

financial affalrs of the Company. Our audits of the Company's financlal statements referred to

above were not carried out for the purpose of such Investigation, and our auditors’ reports, our

] comfort lstter, and the answers that we may glve at the due diligence meeting are not to be
relied upon for that purpose, : '

I O We will provide a comfort Jetter to the underwriter which we will prepare in accordance with
the guidance containad in CICA Section 7200, We will advise you of the matters on which the
= underwrlter Is seeking comfort and the proceduras they are requesting. As the Company, not
the underwrlter, will bear the cost of preparing the comfort letter, we will discuss with you the
practicality and effectiveness of the requested procedures In providing the desired comfort.

, In accordance with professional standards, our audit was carried out solely for the purpose of
{ providing us with sufficient appropriate audit evidence to support our oplnion on the financlal
" statements referred to above, There Is no assurance that the procedures we perform for
purposes of the comfort letter and our rasponses at the due diligence meeting will address all
of the guestions that the underwriter and the underwrlter's legal counsel may have, You
I should be awarg that there could be sensitive matters that the underwrter and the
' underwriter's legal counsel may ask us to address elther in the comfort letter or during the due
. diligence meeting that could affect the outcome of the proposed offering of securities. At dus
! diligence meetings we wili not respond to underwriters' questions dealing with matters that are
) generally management's concern or that involve predictions about future evertts or which are
beyond the scope of our practice and personal knowledge. Unless otherwise Instructed by
you, we shall attempt to perform all of the requested procedures and answer all questions
asked at the due diligence meeting,

. You acknowledge that we have no responsibllity to you if the results of our procedures or our

g answers {o the questions asked at the due dillgence mesting resuilt In termination of, or
' change in, the proposed securities offering or In misuse of any confidential information

discussed at the maeting. You also acknowledge that you have requesled us to cooperate in

EY-HC-2008-000344
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every way with the underwsiter and the underwriter's legal counsel, by performing the
requested procedures and by answering any questions they may ask In the due diligence
meeting.

You also agree to Indemnify and hold harmless all members of the engagement team and
Emst & Young LLP from any claim by the underwriter and the underwriter's legal counsel, or
any other third parly, that arlses as a result of our comfort letter or our atlendance at the dus
diligence meeting and our responses to questions asked at such meeting.

We shall advise the underwriter that Information acquired by them In our comfort letter or as a
result of our respanses to their questions at the due dillgence meeting is confidential and is to
be used only In connection with the securities offering referred to above. In addition, we will
notify the underwrlter of our professional standards for participation in a 'due dillgence
meeting. '

Foes’

Qur fees will be billed as work progresses are based on the amount of time required. Payment
In fult should be made within 30 days of the date each billing Is received. Hourly rates for our
professionals for this engagement, In Canadian dollars, are set out below. All fees and rates
guoted excluded applicable taxes. Direct out-of-pocket expenses will be involced to you at our
cost, .

Level L Hourly rate

Partner . ; $650

Senlor Manager ) $450

Manager ° o ‘ $360 :

Senlor co $226 T
Staff ' o $150 ‘ '

Our estimated fees and schedule of performance are based upon, among other things, the
assumption that all necessary Information will be avallable to us on a timely basls and that the
scope of our services Is not expanded beyond those described herein. Should our
assumptions with respect to these matters be Incorrect or should the condition of the records,
degree of cooperation, or other matters beyond our reasonable control require additional
commitments by us beyond those upon which our estimated fees are hased, we may adjust
our fees and planned completion dates.

We very much appreclate the opportunity to provide services to the Company in respect of the
prospecius and would be pleased o furnish any additional information you may request
concerning our responsibilities and funclions, Please let us know Immediately if you have any
concerns about the terms of engagement as described in this letter.
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Terms and conditions

Except as otherwise specifically pravided In the engagement letter or contract to which these
terms and conditions are attached (collectively, the "Agreement") the following additional
terms and conditions shall apply. As used hereln "EY" refers to.the Canadian firm of Emst &
Young LLP. "EY Entities" means EY, all members of the glohal Ernst & Young network, Ernst
&f\"oung Global Limited, and any of thelr respective affillates (and "EY Entity" means any one
of them).

1.

Services - EY shall exercise due professional care and competence In the performance of
the services provided pursuant to this Agresment (the "Services").

Unexpected oevents - If changes to the sqope or timing of any Services are required
because of a thange In applicable law or professional standards or events beyond a
party's reasonable control, but not Involving its faull or negligence (any of which, a
"Change"), the parties agree to adjust the fees for, and/or timing of, the Services
appropriately and, If necessary, Client will obtain Audit Commiites approval of such
adjustments, Each party shall be excused from default or delay in the performance of its
obligations (other than payment cbligations) under this Agreement to the extent caused by
a Change.

i

Cllent data and information - Client will provide, or cause to be provided, to EY In a

timely manner complete and accurate data and Information ("Client Data") and access to |

resources as may be reasonably required by EY to perform the Servicaes, EY may disclose
Client Data, including personal information, to other EY Entities for the purposas of (i)
rendering the Services, (Il) fulfiling EY Entitles' professional obligations to manage
conflicts of interest and to maintaln auditor independence and (ll) implementing
standardized performance recording and documentation systems within the global Ernst &
Young network, EY Enfitles or thelr service providers may process and store Client Data,
which may includa personal Information, oufslde of Canada,

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

Privacy - Client confirms to EY that it has obtained any consents that may be required
under appllcable privacy legislation for any collectlon, use or disclosure of personal
Information that is necessary In order for EY to provide the Services, EY shall adhere to
applicable privacy legisiation when dealing with personal Information that was obtalned
from Client. Personal Infarmation Is collected, used and disclosed by EY In accordance
with EY's privacy policy, which is avallable at hitp//www.ey.com/eca,

439
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8. Auditor oversight - Client hereby acknowledges that EY may from time to time receive

requests or orders from the Canadian Public Accountabllity Board or from professional,
seourities or other regulatory or governmental authoritles that fulfiil similar functions (both
In Canada and abroad) to provide them with Information and coples of documents in EY's
files Including EY's working papers, and other work-product relating to Client's affairs,
Client consents to EY providing or producing, as applicable, these documents and
Information without further reference to, or authority from, Client. Except where prohibited
by law, If a request or order is directly related to an Inspection or Investigation of EY's
audit of Glient, EY will advise Client of the request or order.

When a regulatory authorlty requests access to EY's working papers and other work-
product relating to Cllent's affalrs, EY will, on a reasonable effors basis, refuse access to
any document over which Client has expressly Informed EY that Client asserts privilege,
except where disclosure of documents is reguired by law or requested by a provincial
institute/Order of Chartered Accountants pursuant to Its statutory authority, Cllent must
mark any document over which i asserts privilege as privileged and Inform EY of the
grounds for Client's assertlon of privilege (such as whether it claims solicitor-Client
privilege or litigation privilege). '

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

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

Entities may correspond. by means of the Internet or other electronic media or prévide
Information 1o Cllent in elactronic form, There are inherent risks associated with the
electronic transmission of Information on the Internet or otherwise, EY cannot guarantes
the securlty and Integrity of any slectronlo communications sent or recelved in relation to
this engagement and cannot guarantee that transmissions or other electronie information
will be free from infection by viruses or other forms of malicious software,

. Right to terminate services - Sublect to any applicable professional standards and

legislation, elther party may terminate this Agreement, with or without cause, by providing
written notice to the other party. In the event of early termination, for whatever reason,
Client will be invoiced for time and sxpenses Incurred up to the end of the notlce period
togsther with reasonable time and expenses Incurred lo bring the engagement to a close
in a prompt and orderly manner. EY shall also have the right, upon 7 days prior notice, to
suspend performance of the Sservices in the event Cllent fails to pay any amount required
to be pald under this Agreement.

440
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\ 8. Expenses - Client shall relmburse EY for ail reasonable expenses Incurred in connection
; with the performance of the Services, The cosis of administrative items such as
: telephone, research materlal, facsimile, ovemight mall, messenger, adminisirative
support, among others will be billed to Client at 11.8% of EY's fees for professlonal
services, Reasonable and customary out-of-pocket expenses for items such as travel,
! meals, accommodations and other expenses specifically related to this engagement will
‘ also be charged,

,,,,,, { 10, Billling and taxes - Bills including expenses will be rendered on a regular basis as the

| assignment progresses, Accounts are due when rendered. Interest on overdue accounts

Is calculated at the rate noted on the Involce commencing 30 days following the date of

. the Invoice. The fees, expenses and other charges payable pursuant to this Agreement do

-”‘{ not include taxes or duties. All applicable taxes or dutles, whether presently in force or

; Imposed in the future, shall be assumed and pald by Client without deduction from the
fees, expenses and charges hereunder,

’ ) 11. Governing law - This Agreement shall be govemed by and construed in accordance with
: the laws of the Province of Ontario and the laws of Canada applicable therein, withaut |
regard to principles of conflicts of law, The partles hereby Irrevocably and unconditionally
: { submit and attorn to the exclusive jurlsdiction of the courts of the Province of Ontaric in
’ cannection with any dispute, claim or other matter arising out of or relating to this
e Agreement or the Services.

- i 12. EY reports - EY retalns all 00pyrlght and other Intellectuai property rights In everything

! created by EY before or during the course of an engagement, Including all EY reports,

advice or other EY communications of any kind ("EY Reporis”) and ali methodologles,

. tools, systems, software and working papers created by EY. Any EY Reports are Intended

| solely for the purpose described in the engagement letter or contract to which these terms

and conditions are attached. Except as otherwise specifically agreed In such engagement

letter or contract Client shall not refer to EY or reproduce, quiote or refer to any EY Report

{or any portlon, summary or abslract thersof) In any document filed or distributed In

i : connection with () a purchase or sale of securitles or (I} continuous disclosure obligations

’ under applicable securities laws. EY assumes no duty, obligation or responsibility

whatsoever to any third parties that obtain access to an EY Report (1.e. parties other than

‘ those to whom an EY Report is addressed), Any services or procedures performed for

i © Client will not be planned or conducted (i) in contemplation of reliance by third partles (fl)

with respect to any speciflc transactions contemplated by third partles or (i) with respect

‘ to the interests or requirements of third partles. Client may not rely on any drait EY
i Repori.

EY-HC-2009-000349
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13, Limitation of liabllity - To the fullest extent permitied by law and regardless of whether

14,

15,

such Habllity |s based on breach of contract, tort (including negligencs), breach of statuts,
strict Hability, fallure of essentiat pumose or otherwiss,

(a) EY's ligbility shall be several and not joint and several, solidary or In solidum and EY
shall only be llabte for its proportionate share of any total liability based on degrse of
fault having regard to the contribution to any loss or damage in question of any other
persons responsible and/or liable for such loss and damage;

{b) In ho event shall either party be liable to the other for any consequential, Incidental,
indirect, punitive or special demages (including loss . of profits, data, business or
goodwiil} in connection with the performance of the Services or otherwise under this
Agreement, even if the relevant party has been advised of the likelihood of such
damages; and

{¢) In any case the total aggregate llablity of EY arising out of or relating to thig
Agreement or the Services shall bas limited to the greater of (i} the total fees pald to EY
for the Services and (i} $1,000,000. This paragraph (¢} shall not limit labliity for death,
bodily injury, physical damage to tanglble property, fraud or wilful misconduct,

For the purposes of this section ("Limitation of Liabllity"), the term EY Includes all other EY

Entities and any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity,

Global resources - EY may use the services of personnei from other EY Entitles to assist’

it in providing the Services, EY shall be solely responsible for the performance of the
Services and all of the other liabllitles and obligations of EY under this Agreement whether
or not performed, In whole or part, by EY, any other EY Entity, or any subcontractor or
personnel of any EY Entity. Client and s affillates or other persons or entities for or In
respect of which any of the Services are provided shall have no recourse, and shall bring
no clalm (whether in contract, tort, or otherwlse) agsinst any EY Entlty other than EY, or
against any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity, or any of thelr respective assets, in

connection with the performance of the Services or otherwise under the Agreement, Other .

EY Entites and any subcontractors, members, shareholders, directors, officers,

‘managers, partners or employees of EY or any other EY Entity shall have the express

beneflt of this section and shall have the right fo rely on and enforce any of its terms,

No application - The preceding two sections (Limitation of Liabllity, Global Resources)
shall not apply to the extent prohiblted by applicable law or regulation (including for these
purposes applicable rules and Interpretations of the US Securities and Exchange
Commisslon relating to auditor independence and any applicable rules or guidance from a
provincial Institute/Order of Chartered Accountants having jurisdiction),
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18. Solleitation and hiring of EY personnel - EY's Independence could be compromised if

17.

18,

19.

Client were to hire certain EY personnel. Without the prior written consent of EY, Cilent
shall not solicit for employment or for a position on its Board of Directors, nor hire, any
cumrent or former partner or professional employee of any of EY, any sffillate thereof or
any other EY Entity, if such partner or professional employee has been invoived In the
performance of any audlt, review, attest or assurance service for or relating to Client at
any lime since the date of fillng of Cllent's most recent financlal statements with the
relevant securlties regulator(s) or stock exchangs(s) (or, if Client has not previously flled
such financlal statements, since the beglinning of the most recent fiscal year to be covered
by Cllent's first such financlal statements}, or In the 12 months preceding that date,

Severabiiity - In the event any provision of this Agreemsnt Is determined to be Invalid,
egal or unenforceable, in whole or in part, such provislon shall be desemed severed from
this Agreement to the extent required and the remainder of this Agreement shall remain in
full force and effect, .

Legal proceedings - in the event EY Is requestad by Client or is required by government
regulation, subpoana, or other legal process to produce dosuments or personnel as
witnesses with respect to the engagement for Cllent, and provided that EY Is not a party to

the legai prodeedings, Client shall reimburse EY for professional time and expenses,‘as .

well as the fees and expenses of counse), Incurred in responding to such requests.

LLP status - EY is a registered limited Hability paﬁnership ("LLP") continued under the
laws of the province of Ontarlo and Is registered as an extra-provinclal LLP in Quebec and
other Canadian provinces. Generally, a partner of an LLP has a degree of limited liability
protection in that he or she Is not personally llable for any debts, obligations or llabilities of
the LLP that arse from the negligence of another partner or any person under that
pariner's direct supervision or control. As an LLP, EY Is required to malntain certain
insurance. EY's Insurance exceeds the mandatory professional labllity insurance
requirements established by any provincial Institute/Qrder of Chartered Accountants,
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20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing

shall ba construed to create a partnership, joint venture or other relationshlp between EY
and Client. Nelther party shall have the right, power or authority to obligate or bind the
other in any manner. This Agreement shall not be modifled except by written agreement
signed by the parties. This Agresment may nol be assigned In whole or In part by Client
without EY's prior written consent, not to be unreasonably withheld. Any terms and
provisions of this Agreement that by thelr naturs operate bayond the term or explry of this
Agreement shall survive the termination or explry of this Agreement, including without
imitation those provisions headed Client Data & Informeation, Confidentiality, Auditor

444
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Ovsrsight, Limitation of Liabllity, Global Resources, Solicitation & Hirlng of EY Personnel, " °

and Lepal Proceedings. This Agreemeant shall enure to the benefit of and be binding upon
the partles and their respective successors and permitted assigns. The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entitles and
any subcontractors, members, shareholders, directors, officers, managers,. pariners or
amployeas of EY or any other EY Entity. This Agreement constitutes the entire agreement
between the partles relating to Its subject matter and supersades alf prior representations,
negotiations and understandings.
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November 17, 2009

Mr, James Hyde

Chalr of the Audit Committee
Sino-Forest Corporation

90 Burnhamthorpe Rd W., Suite 1208
Mississauga, ON, L.BB 3C3

Re: Offering Memorandum

This will confirm the engagement of Ernst & Young LLP ("we" or “EY") to perform services in res;ﬁact
of the offering memorandum for convertible senlor notes of Sino-Forest Corporation (the
‘Company"), Our partner, Linda Zhu, will have primary responsibliity for this engagement,

Management of the Company and the underwriter bear the primary responsibliity to ensure the
offering memorandum contalns no misrepresentations. Our procedures with respect fo this
engagement will be performed In accordance with our professional standards as set out In GICA
Section 7110 ~ Auditor Involvement with Offering Documents of Public and Private Entities, and
other requirements as set out hereunder. These procedures are designed to enable us to Issue our
consent to the use of our auditors' report to demonstrate to readers that we have been involved with
the offering docurnent,

Audited financlal statements

We have audited the balance sheets of the Gompany as at December 31, 2008 and 2007, and the
statements of Income and retained eamings, comprehensive Income and cash flows for the years
then ended. Qur report to the shareholders an the comparative annual financlal statements for the
year ended December 31, 2008 was dated March 13, 2009 and is to be Incorporated by reference in
the offering memorandum relating to the offering and issue of convertible senior notes of the
Company. Our report to the directors of the company on the 2007 financlal statements dated March
12, 2008 except as ko notes 2, 18 and 23 which are as of July 17, 2008 wili also be Incorporated by
reference in the offering memorandum, to be filed by the Company under the securlties legislations
of British Columbla, Albérta, Saskatchewan, Manltoba, Ontarle, New Brunswick, Nova Scotla, Prince
Edward Island and Newfoundland and Labradar,

In order to provide our consent to the use of our auditors' report In the offering memorandum, it will
be necessary for us to perform subsequent events review procedures with respect to the preliminary
and final offering memorandum and the closing of the offering. This work Is expected to be
comprised of lmited enquiry and review procedures designed to provide assurance that
management has identified events arsing after the date of the auditors’ report in the offering
memorandum that may require an adjustment to, or disclosure In, the audited financial statements or
other information In the offering memorandum that Is derived from such financial stalements, We are
also required to update our communications with the Company's legal counsel and obtain
representations from management similar to those we customarily receivs as part of our annual

audit,
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Unaudited interim financlal statements

{ Comparative interim financlal statements for the most recently completed financial perlod are
incorporated by reference in the offering memorandum, in order to conssnt to the use of our audi tors'
E report in the offering memorandum described above, our professional standards require that we
j carry out certain progedures including a review of the Company s interim financial statements for the
three and nine months ended September 30, 2008 and 2008 and any other Interim financhal
statements that may be lssued and Incorporated by reference In the offering memorandum, We have
f reviewed the Interlm consolidated financial statement for the three and nine month perlod ended
| September 30, 2008 and 2008 and provided our report thereon to the audit committes of Sino-Forest
Corporation. In order for the interim financial statements for the three and nine months period ended
September 30, 2009 and 2008 to be incorporated by reference in the offering memorandum we will
l have to complete additional subsequent event review procedures.

if the final offering memorandum Is delayed, the company may dstermine that it Is necessary to
update the interim financial statements. If such is the case, then we would have to perform additional
j raview procedures on the updated unaudited Interim financlal statements.

The review procedures we carry out are significantly less extensive than an audit and would not

A { necessarlly reveal mattars requiring adjustments to or disclosures in the interim financlal Information
. Further, adjustments and disclosures may later be determined to be necessary as a result of our
e subsequent audit of the 2008 financial statements that Include such interim periods, Accordingly, the
‘ raview procedures do not resull in the expression of an audit opin ion on the Interim financial
| statements.

If information comes to our attentlon which leads us to ‘questlon whether the Interim ﬂnanclai
statements are materlally In error or net In accordance with generally accepted accounting principles,
! we will inform you and discuss what further action Is required.

If as a result of our work we are required to exprass a reservation in our report on our review of the
unaudited interim financial statements to be incorporated by referenca In the offering memorandum,
we will provide a written report an our review thereof to be Included in the offering memorandum,

E Other Information tn the offering memorandum

’ In addition to financial statements, the offering memorandum includas other financlal information and
information of a non-financial nature. As such other information may be relevant to the financial

T slatements and our audit or review thereof, we wlll perform procedures to determing whether this

! other financlal and non-financlal information is consistent with the audited and unaudited financial
statements In the offering memorandum in accordance with the guidance In CICA Section 7500,

If we become aware of Information that, although not Inconsistent with the financial statements,
appears to constitule a misrepresentation when reading the offering memerandum, we will discuss
the matter with management or with the Company's legal counsel, with the consent of management,
| We may wish to receive written confimation from legal counsel of their view on the matter. In the

PR
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) event that the apparent Inconslistency Is not resolved to our satlsfaction, we will advise tha Audit
| Committee and consider whether our consent may be provided,

Communications required by other partios
Upon the request of the underwriter, we will Issue the following letters:
Upon flling the preliminary offerlng memorandum;

! + An unsigned comfort letter addressed to the Directors of the Company and the
underwriter expressing assurances with respect to specified financtal information Included
S in the offering memorandum. '

Upon filing the final offering memorandum:

{ . « Consent lstters addressed to the underwriter, In which we glve our consent to the use of
our report i the offering memorandum,

o . A comfort letter addressed to the Directors of the Gompany and the underwriter
;-0 expressing assurances with respect to specified financial Information included in the
L offering memorandum. ,

Upon closing of the offering:

»  Anupdated comfort letter addressed to the Directors of the Company and the underwriter.

EY-HC-2009-000367
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Auditor assistance to the underwriter

«( Wa understand that the underwriter wishes for us {o perform certain procedures for the purpose of
issuing a comfort letter 1o the underwriter relating to the offering memorandum. The comfort letter

N would make reference 1o our auditors’ report and our review of the unaudited interlm financial

} statements Incorporated by reference in the offering memorandum, and set out the procedures
performed at the underwriter's request and the results of-performing those procedures,

( We will provide a comfart letter to the underwriter which we will prepare in accordance with the
guldance contained In CICA Sectlon 7200, subject 1o our recelpt of a letter of representation from the
underwriter regarding the offering mesmorandum which Is satisfactory to us. We will advise you of the

i matters on which the underwriter Is seeking comfort and the procedures they are requesting. As the

i Company, not the underwriter, will bear the cost of preparing the comfort letter, we will discuss with
you the practicality and éffectiveness of the requested procedures In providing the desired comfort,

In accordance with professlonal standards, our audit was carrled out solely for the purpose of
providing us with sufficlent appropriate audit evidence to support our opinion on the financial
statements referred 1o above, Thare Is no assurance that the procedures we perform for purposes of
the comfort letter will address all of the questions that the underwriter and the underwriter's legal
counsel may have. You should be ewars that there could be sensitive matiers that the underwriter
and the underwriter's legal counsel may ask us to address in the comiort letter that could affect the
outcome of the proposed offering of the convertible senlor notes,

’ You acknowledge that we have no responsibillty to you If the results of our procedures result in
termination of, or change In, the proposed convertible senfor notes offering. You also acknowledge

+that you have requested us to cooperate In every way with the underwriter and the underwrlter's
legal counsel, by performing the requested procedures,

You also agree to indemnify and hold harmless all members of the engagement team and Ernst &
Young LLP from any claim by the underwriter and the underwilter's legal counsel, or any other third
party, that arises as a result of our comfort letter,

il

We shall advise the underwriter that Information acqulrad by thern in our comfort letter 1s confidential
| and s to be used only In connection with the convertible senlor noles offering referred to abova.
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Our fees will be billed as work progresses are basad on the amount of ime required. Payment in full
should be made within 30 days of the date each biiling Is recelved, Hourly rates for our professionals
: for this engagement, in Canadian dollars, are set out below, All fees and rates quoted excluded
| applicable taxes, Direct out-of-pocket expanses will be invoiced 1o you at our cost,

Level Hourly rate
Partner $650
Senlor Manager $450

. Manager $360

| Senlor $225

~ Staff . $150

. Our estimated fees and schedule of performance ars based upon, among other things, the
|- assumption that all necessary Information will be available to us on a timely basis and that the scapse

of our services Is not expanded beyond those desecribed herein.  Should our assumptions with
| respect to these matters be Incomect or should the conditien of the records, degree of covparation,
F’ ] or other matters beyond our reasonable control require additional commitments by us beyond those
X upon which our estimated fees are based, we may adjust our fees and planned completion dates.

We very much appreclate the opportunity to provide services to the Company In respect of the
1 offering memorandum and would be pleased to furnish any additional information you may request
concerning our responsibliities and functions, Pleasa let us know Immediately i you have any
concarns about the terms of engagement as described in this letter,

: Additional terms and conditions are attached and form an integral part of this engagement letler; they
govern our respective rights and obligations arlsing out of this engagement.

EY-HC-2009-000369
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To conflim these.amangements aa outlined are (n geeordance with yout requlremenls and are
acceptable, please slgn one copy of thie:letter n the spacy provided and retum ) to us,.
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f Terms and Conditions

Except as otherwise specifically provided In the engagement letter or contract to which these terms
and conditions are attached (coliectively, the "Agresment”) the following additional terms and
conditions shall apply. As used herein "EY" refers to the Canadian firm of Ernst & Young LLP, "EY

| Entitles” means EY, all members of the global Ernst & Young network, Emst & Young Global
Limited, and any of thelr respective affllates (and "EY Entity" means any one of them).

i 1. Serviges - EY shall exercise due professlonal care and competence in the performénce of the
services provided pursuant to this Agreement (the "Services™,

N 2. Unexpected svents - If changes to the scope or timing of any Services are required because of
E a change In applicable law or professional standards or events beyond a party's reasonable
control, but not involving Its fault or negligence (any of which, a "Ghange"), the parties agree to
adjust {he fees for, and/or timing of, the Services appropriately and, if necessary, Client will
obtain Audit Committee approval of such adjustments, Each party shan be excused from default
j or delay In the performance of Its obligations {other than payment obligations) under this
Agreement to the extent caused by a Change.

3. Client data and Information - Client will provide, or cause to be provided, to EY in a timely
_ manner complete and accurate data and information ("Client Data") and access to resources as

may be reasonably required by EY to perform the Bervices, EY may disclose Client Data,
Including personal information, to other EY Entities for the purposes of (1) rendering the Services,

| (I fuifilling EY Entitles' professional obligations to manage conflicts of Interest and to malintain

' auditor Independence and {iii} implementing standardized performance recording and

documentation systems within the global Emst & Young network. EY Entitles or their service

providers may process and store Client Data, which may include personal information, outside of

Canada, .

4, Confidentlality -~ Subject to the other terms of this Agreement, both Client and EY agree that
they will take reasonable steps to maintaln the confidentliality of any propriatary or confidential
: information of the other.

5. Privacy - Client conflrms to EY that it has obtained any consents that may be required under
: f applicable privacy legislation for any collection, use or disclosure of personal information that is
| necessary In-order for EY to provide the Services. EY shall adhere to applicable privacy
legislation when dealing with personat information that was obtained from Client. Personal
information Is collected, used and disclosed by EY in accordance with EY's privacy polley, which

1 Is avallable at hito:/Avww.ey.com/ca.

8. Auditor oversight - Cllent hereby acknowledges that EY may from time to time racelve requests
or orders from the Canadian Public Accountability Board or from professional, securilies or other
[ regulatory or governmental authorities that fulflll similar functions (both In Canada and abroad) to
' pravide them with information and coples of documents In EY’s files including EY's working
papers, and other work-product relating to Client's affalrs. Client consents to EY providing or
producing, as applicable, these documents and information without further reference to, or
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authority from, Client. Except whera prohibited by law, if a request or order Is directly related to
an Inspection or investigation of EY's audli of Client, EY will advise Cllent of the request or order,

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

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

7. Internet communications - Unlass otherwise agfeed with Cllent, EY and other EY Enlitles may
correspond by means of the Intemet or othér electronic media or provide information to Client in
electronic form, There are [nherent risks assoclated with tha slectronic transmission of
information on the Internet or otherwlse, EY cannot guarantee the securlty and Integrity of any
electronic communications sent or recelved In relation to this engagement and cannot guarantes
that transmisslons or other electronic information will be free from Infection by viruses or other
forms of malicious software,

8, Right to terminate services - Subjact to any applicable professional standards and leglsiation, -
_ elther party may terminate this Agreement, with or without cause, by providing written nofice to
the other party. In the avent df early termination, for whatever reason, Client will be Invoiced for
time and axpenses incurred up to the and of the notice perlod togsther with reasonable time and
expenses Incurred to bring the engagsment lo a close in a prompt and orderly manner, BY shall
also have the right, upon 7 days prior notlce, to suspend performance of the Services In the
svent Client fails to pay any amount required to be pald under this Agreement.

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

10. Bllling and taxes - Bllls including expenses will be rendered on a regular basis as the
assignment progresses. Ascounts are due when renderad, Interast on overduse accounts is
calculated at the rate noted on the involce commencing 30 days following the date of the involce,
The fees, expenses and other charges payable pursuant to this Agreement do not Include taxes
or duties, All applicable taxes or duties, whether presently In force or Imposged In the future, shall
be assumed and pald by Client without deduction from the fees, expenses and charges
hereunder,
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, 11. Goveming law - This Agreement shall be governed by and construad in accordance with the

| laws of the Province of Ontarlo and the laws of Canada applicable thereln, without regard to
princlples of conflicts of law. The parties hereby Irrevocably and unconditionally submit and atiorn
to the exclusive jurlsdiction of the courts of the Province of Ontario In connection with any
dispute, clalm or other matter arlsing out of or relating to this Agreement or the Services,

' 12. EY reports - EY retains all copyright and other intellectual property rights in everything created
by EY before or durlng the course of an engagement, including all EY reports, advice or other EY

| communications of any Kind ("EY Reports") and all methodologles, tools, systems, software and
working papers created by EY. Any EY Reports are Intended solely for the purpose described in
the engagement letter or contract to which these terms and conditions are attached, Except as
otherwise specifically agreed In such engagement letter or contract Cllent shall not refer to EY or
reproduce, quote or refer to any EY Report {or any portion, summary or abstract thereof) in any
document filed or distributed in connection with (f) a purchase or sale of securities or (i)
continuous disclosure obligations under applicable securities laws. EY assumes no duty,
! obligation or responsibllity whatsoever o any third parlies that obtain access to an EY Report

) (I.e. parties other than those to whom an EY Report s addressed). Any services or procedures
performed for Gllent will not be planned or conducted (i) in contemplation of refiance by third
parties (li) with respect to any specific transactions contemplated by third parties or (ill) with
", 0 respect to the Interests or requirements of third pacties, Client may not rely on any draft EY
Report,

13, Limitation of llabliity - To the fullest extent permitted by law and regardless of whether such
' {labifity Is based on breach of contract, tort (including negligance), breach of statute, strict liability,
fallure of essential purpose or otherwise,

(a) EY's llability shall be several and not jolnt and several, solidary or in solidum and EY shall
only be liable for its proportionate share of any total liability based on degree of fault having
regard to the contribution to any loss or damage in question of any other persons responsible
and/or liable for such loss and damage; .

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

(¢} in any case the total aggregate liabillty of EY arlsing out of or relating to this Agreement or the

; Services shall be limited to the greater of (1) the total fees pald to EY for the Services and (i)

T $1,000,000. This paragraph (¢} shall not limit liability for death, bodlly injury, physlcal damage
to tangible property, fraud or wilful misconduct.

- For the purposes of this section ("Limitation of Liability"}, the term EY includes all other EY
} Eniities and any subcontractors, members, shareholders, directors, officers, managers, partners
i ar employees of EY or any other EY Entity.
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14, Global resources - EY may use the services of personnel from other EY Entities to assist it In

| provlding the Services. EY shall be solely responsible for the performance of the Services and all
: of the other liabilities and obligations of EY under this Agreement whether or not performed, in
whole or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity,
Client and Its affilates or other persons or entities for or in respect of which any of the Services
are provided shall have no recourse, and shall bring no claim (whether In contract, tort, or
otherwise) against any EY Entity other than EY, or against any subcontractors, members,
sharehelders, directors, officers, managers, partners or employees of EY or any other EY Entity,
or any of their respective assets, In connection with the performance of the Services or otherwise
under the Agreement. Other EY Entities and any subcontractors, members, shareholders,
directors, officers, managers, pariners or employees of EY or any other EY Entity shall have the
express benefit of this section and shall have the right to rely on and enforce any of its terms.

15, No application - The preceding two sections (Limitation of Liability, Global Resources) shali not
apply to the extent prohibited by applicable law or regulation (Including for these purposes
applicable rules and interpretations of the US Securities and Exchange Commission relating to
auditor Independence and any applicable rules or guldance from a provinolal Institute/Order of
Chartered Accountants having jurisdiction).

16. Sollcitation and hiring of EY personnel - EY's Independence could be compromised if Client
were to hire certain EY personnel. Without the prior written consent of EY, Cllent shall not solicit
for emiployment or for a position on its Board of Directors, nor hire, any current or former partner

; or professional employee of any of EY, any affiliate thereof or any other EY Entlty, if such partner

or professional employee has been Involved in the performance of any audit, review, attest or
assurance service for or relating to Client at any time since the date of filing of Client's most
recent financlal statements with the relevant securities regulator(s) or stock exchange(s) (or, If

. Client has not previously filed such financlal statements, since the beginning of the most recent

{ fiscal year to be covered by Client's first such financial statements), or in the 12 months

preceding that date.

i 17. Severability - In the event any provision of this Agreement is determined to be Invalid, lilsgal or
g . unenforceable, In whole or in pant, such provision shall be deemed savered from this Agreement
‘ to the extent required and the remainder of this Agreament shall remain In full force and effect,

| 18, Legal proceedings - in the event EY Is requested by Client or Is required by government

! regulation, subpoena, or other legal process to produce documents or personnel as withesses
with respect to the engagement for Client, and provided that EY Is not a party to the legal
proceedings, Client shall reimburse EY for professional time and expenses, as well as the fees
and expenses of counsel, incurred in responding to such requests,

19, LLP status - EY |s a reglstered limited liabllity partnership ("LLP") continued under the laws of
the province of Ontarlo and is registered as an extra-provincial LLP In Quebac and other

‘ Canadlan provinces. Generally, a partner of an LLP has a degree of imited liability protection In

i that he or she Is not personally liable for any debts, obligations or liabilities of the LLP that arlse

from the negligence of another partner or any person under that partner's direct supervislon or

control. As an LLP, EY Is required to maintain certain insurance, EY's Insurance exceeds the
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| Institute/Qrder of Chartered Accountants.

20. Miscellaneous ~ EY shall provide all Services as an independent contractor and nothing shall be
construed to craate a partnership, joint venture or other relationship between EY and Client,
Neither party shall have the sight, power or authorlty to obligate or bind the other In any manner,
This Agreement shall not be modifled except by wrliten agresment signed by the parlies. This
Agreement may not be assigned in whole or In part by Client without EY's prior written consent,
not to be unreasonably withheld, Any terms and provisions of this Agreement that by thelr nature
operate beyond the term or explry of this Agreement shall survive the termination or expiry of this
Agresment, including without limitation 'those provisions headed Client Data & Information,
Confidentiality, Auditor Oversight, Limitation of Liabllity, Global Resources, Salicltation & Hiring of
EY Personnel, and Legal Proceedings, This Agreement shall enure o the benelit of and be
binding upon the parties and thelr respeclive successors and permitted assigns. The provislons
of this Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
any subcontractors, members, shareholders, directors, officers, managers, partners or
employees of EY or any other EY Entity. This Agreement constitutes the entire agresment
between the parties relating to Its subject matter and supersedes all prior representations,
negotiations and understandings,
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November 17, 2009

Mr. James Hyde

Chair of the Audit Committee
Sino-Forest Corporation

90 Burnhamthorps Rd W,, Suite 1208
Mississauga, ON, L5B 3C3

Re: International Exempt Offering Memorandum (*Offering Memorandum™)

This will confirm the engagement of Ernst & Young LLP (*we" or “EY"} to perform services in
respect of the Offering Memorandum for Sino-Forest Corporation (the “Company”) for the
purposes of the International offering of common shares outside of Canada (the "Offering
Memorandum”). Our partner, Linda Zhu, will have primary responsibility for this engagement.

Management of the Company and the underwriter bear the primary responsibility to ensure
the Offering Memorandum contains no misrepresentations. Our procedures with respsct 1o
this engagement will be performed in accordance with our professional standards as set out in
CICA Section 7110 — Auditor Involvement with Offering Documents of Fublic and Private
Entities, and other requirements as set out hereunder. These procedures are designed to
enable us to issue our consent to the use of our auditors’ report to demonstrate to readers
that we have been Involved with the Offering Memorandum, Our consent Is to be included in
the Offering Memorandum.

Audited financlal statements

We have audited the balance sheets of the Company as at December 31, 2008 and 2007,
and the stalements of income and retained earnings, comprehensive Income and cash flows
for the years then ended. Our report to the shareholders on the comparative annual financial
statements for the year ended December 31, 2008 was dated March 13, 2009 and is fo be
incorporated by reference In the Offering Memorandum, Our report to the directors of the
company on the 2007 financial statements dated March 12, 2008 except as to notes 2, 18 and
23 which are as of July 17, 2008 will also be incorporated by reference in the Offering
Memorandum,

In order to provide our consent to the use of our auditors' reports In the Offering
Memorandum, it will be necessary for us to perform subsequent events review procedures
with respect to the Offering Memorandum and any updates thereof, and the closing of the
offering. This work is expected to be comprised of limited enquiry and review procedures
designed to provide assurance that management has identified events arising after the date of
the auditors’ reports in the Offering Memorandum that may require an adjustment to, or
disclosure in, the audited financial stalements orgsther information in the Offering
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Memorandum that is derived from such financial statements, We are also required to update
our communications with the Company's legal counsel and obtaln representations from
management similar to those we customarily receive as part of our annual audit.

Unaudited interim financlal statements

Comparative Interim financlal statements for the most recently completed financial period are
Incorporated by reference In the Offering Memorandum, in order to consent to the use of our
auditors’ report in the Offering Memorandum deseribed above, our professional standards
require that we carry out certain procedures including a review of the Company’s Interim
financial statements for the three and nine manths ended September 30, 2009 and 2008 and
any other Interim financial statements that may be issued and Incorporated by reference In the
Offering Memorandum. We have reviewed the interim consolidated financial statement for the
three and nine month perlod ended September 30, 2009 and 2008 and provided our report
thereon fo the audit committes of Sino-Forest Corporation. In order for the Interdm financial
statements for the three and nine months period ended September 30, 2009 and 2008 to be
incorporated by reference in the Offering Memorandum, we will have to complete additional
subsequent event review procedures,

If the final Offering Memorandum is delayed, the company may determine that it is necessary
to update the interim financial statements, If such is the case, then we would have o perform
additional review procedures on the updated unaudited interim financlal statements,

The review procedures we carry out are significantly less extensive than an audit and would
not necessarily reveal matters requiring adjustments to or disclosures in the interim financial
information. Further, adjustments and disclosures may later be determined to be necessary
as a result of our subsequent audit of the 2008 financial statements that include such interim
periods, Accordingly, the review procedures do not result in the expression of an audit opinion
on the Interim financlal statements.

if information comes to our attention which leads us to qusstion whather the interim financial
statements are materially In error or not in accordance with generally accepted accounting
principles, we will inform you and discuss what further action s required,

if as a result of our work we are required to express a reservation in our report on our review
of the unaudited Interim financial statements to be incorporated by reference in the Offering
Memorandum, we will provide a written report on our review thereof to be included In the

Offering Memorandum,
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Other information in the Offering Memorandum

In addition to financial statements, the Offering Memorandum Includes other financial
information and information of a non-financial nature. As such other information may be
relevant to the financial statements and our audit or review thereof, we will perform
procedures to determine whether this other financial and non-financlal information s
consistent with the audited and unaudited financial statements in the Offering Memorandum in
accordancs with the guldance in CICA Section 7500.

If we become aware of information that, although not inconsistent with the flnancial
statements, appears to constitute a misrepresentation when reading the Offering
Memorandum, we will discuss the matter with management or with the Company's legal
counsel, with the consent of management. We may wish to receive written confirmation from
legal counsel of their view on the matier. In the event that the apparent Inconsistency Is not
resolved to our satisfaction, we will advise the Audit Committee and consider whether our
consent may be provided,

Communications required by other parties
Upon the request of the underwriter, we will Issue the following letters:
Upon filing the preliminary prospectus:

i An unsigned comfort letter addressed to the Directors of the Company and the
underwrlter expressing assurances with respect to specified financial
information included In the Offering Memorandum;

Upon filing the final prospectus:

(1) Consent letters addressed to the underwriter, In which we glve our consent to
the use of our report in the Offering Memorandum;

{in A comfort letter addressed to the Directors of the Company and the underwriter
expressing assurances with respect to specified finandlal information Included
In the Offering Memorandum;

Upon closing of the prospectus:

0] An updated comfori letter addressed to the Directors of the Company and the
underwriter,
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Auditor assistance to the underwriter

We understand that the underwriter wishes for us to perform ceriain procedures for the
purpose of issuing a comfort letter to the underwriter relating to the Offering Memorandum.
The comfort letter would make reference to our auditors' report and our review of the
unaudited Interdim financial statements Incorporated by reference In the Offering
Memorandum, and set out the procedures performed at the underwriter's request and the
results of performing those procedures.,

We will provide a comfort letter to the underwriter which we will prepare in accordance with
the guidance contained in CICA Section 7200, subject to our receipt of a letter of
representation from the underwriter regarding the Offering Memorandum which is satisfactory
to us. We will advise you of the matters on which the underwriter Is seeking comfort and the
procedures they are requesting. As the Company, not the underwriter, will bear the cost of
preparing the comfort letter, we will discuss with you the practicality and effectiveness of the
requested procedures in providing the desired comfort,

in accordance with professional standards, our audit was carried out solely for the purpose of
providing us with sufficient appropriate audit evidence to support our opinion on the financial
statements referred to above, There Is no assurance that the procedures we perform for
purposes of the comfort letter will address all of the questions that the underwriter and the
underwriter's legal counsel may have. You should be aware that there could be sensitive
matters that the underwriter and the underwriter's legal counsel may ask us to address |n the
comfort letter that could affect the outcome of the proposed offering of securlties,

You acknowledge that we have no responsibliity to you If the results of our procedures result
in termination of, or change in, the proposed securlties offering. You also acknowledge that
you have requested us to cooperate In every way with the underwriter and the underwriter's
legal counsel, by performing the requestad procedures.

You also agree to Indemnify and hold harmless all members of the engagement team and
Ermnst & Young LLP from any claim by the underwriter and the underwriter's legal counssl, or
any other third party, that arises as a result of our comfort letter.

We shall advise the underwriter that information acquired by them in our comfort letter is
confidential and is to be used only in connection with the securitles offering referred to above,
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Fees

Our fees will be billed as work progresses are based on the amount of time required. Payment
In full should be made within 30 days of the date each billing Is recelved, Hourly rates for our
professionals for this engagement, in Canadian dollars, are set out below. All fees and rates
quoted excluded applicable taxes. Direct out-of-pocket expenses will be invoiced to you at our
cost.

Level Hourly rate
Partner $650
Senlor Manager $450
Manager $350
Senior $225
Staff $1560

Our estimated fees and schedule of performance are based upon, among other things, the

assumption that all necessary information will be avallable to us on a timely basis and that the
scope of our services is not expanded beyond those described herein. Should our
assumptions with respect to these matters be incorrect or should the condition of the records,
degree of cooperation, or other matters beyond our reasonable control require additional

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

our fees and planned completion dates,

We very much appreciate the opportunity to provide services to the Company in respect of the
Offering Memorandum and would be pleased to furnish any additional Information you may
request concerning our responsibiliies and functions. Please let us know Immediately if you
have any concerns about the terms of engagement as described In this letter,

Additional terms and conditions are attached and form an Integral part of this engagement
tetter; they govemn our respective rights and obligations arising out of this engagement.
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Terms and conditions

Except as otherwise specifically provided in the engagement lstter or contract to which these
terms and conditions are aftached (collectively, the "Agreement") the following additional
terms and conditions shall apply. As used herein "EY" refers o the Canadian firm of Ernst &
Young LLP, "EY Entities” means EY, all members of the global Ernst & Young network, Ermnst
& Young Global Limited, and any of thelr respective affiliates (and "EY Entity" means any one
of themj,

1.

Services - EY shall exercise dus professlonal care and competence in the performance of
the services provided pursuant to this Agreement (the "Services").

Unexpected events - If changes to the scope or timing of any Services are required
because of a change in applicable law or professional standards or svents beyond a
party's reasonable control, but not involving #s fault or negligence {(any of which, a
“Change"), the parties agree fo adjust the fees for, andfor timing of, the Services
appropriately and, if necessary, Client will obtain Audit Commitiee approval of such
adjustments, Each party shall be excused from default or delay In the performance of lis
obligations (other than payment obligations) under this Agreement to the extent caused by
a Change.

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

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

Privacy - Client confirms to EY that it has obfalned any consents that may be required
under applicable privacy legislation for any collection, use or disclosure of personal
information that is necessary in order for EY to provide the Services, EY shall adhere to
applicable privacy legislation when dealing with personal information that was obtained
from Client. Personal information is collected, used and disclosed by EY in accordance

with EY's privacy policy, which is available at http//www.ey.com/ca.
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8. Auditor oversight - Client hereby acknowledges that EY may from time to time receive
requests or orders from the Canadian Public Accountabliity Board or from professional,
securities or other regulatory or governmental authorities that fulfill similar functions (both
In Canada and abroad) fo provide them with information and coples of documents in EY's
files including EY's working papers, and other work-product relating to Client's affairs.
Client consents to EY providing or producing, as applicable, these documents and
information without further reference to, or authority from, Client, Except where prohibited
by law, If a request or order Is directly related to an Inspection or investigation of EY's
audit of Client, EY will advise Client of the request or order,

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

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

+

7. Internef communlcations - Unless otherwise agreed with Client, EY and other EY
Entities may correspond by means of the Internet or other electronic media or provide
Information to Client in electronic form. There are Inherent risks assoclated with the
slectronic transmission of information on the Internet or otherwise. EY cannot guarantee
the security and integrity of any electronic communications sent or received In relation to
this engagement and ecannot guarantee that transmissions or other electronic information
will be free from infection by viruses or other forms of maliclous software.

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

10.

1.

12,

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

Bllling and taxes - Bills Including expenses will be rendered on a regular basls as the
assignment progresses. Accounts are due when rendered. Interest on overdue accounts
is calculated at the rate noted on the involce commencing 30 days following the date of
the involce. The fees, expenses and other charges payable pursuant to this Agreement do
not Include taxes or duties. All applicable taxes or dutles, whether presently in force or
imposed In the future, shall be assumed and pald by Client without deduction from the
fees, expenses and charges hereunder,

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

EY reports - EY retains all copyright and other Intellectual property rights in everything
created by EY before or during the course of an engagement, Including all EY reports,
advice or other EY communications of any kind ("EY Reports") and all methodologies,
tools, systems, software and working papers created by EY. Any EY Reports are intended
solely for the purpose described in the engagement letter or contract to which these terms
and conditions are attached. Except as otherwlse specifically agreed in such engagement
letter or contract Client shall not refer to EY or reproduce, quote or refer to any EY Report
(or any pertion, summary or abstract thereof) In any document filed or distributed in
connection with (i) a purchase or sale of securitiss or (li) continuous disclosure obligations
under applicable securities laws. EY assumes no duty, obligation or responsibility
whatsoever to any third parties that obtain access to an EY Report (i.e. parties other than
those to whom an EY Report is addressed). Any services or procedures performed for
Client will not be planned or conducted (i) in contemplation of reliance by third parties (i)
with respect to any specific transactions contemplated by third parties or (iii} with respect
to the interests or requirements of third parties. Client may not rely on any draft EY
Report.
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] 13. Limitation of liability - To the fullest extent permitted by law and regardless of whether
i such liability is based on breach of contract, tort (Including negligence), breach of statute,
strict liability, failure of essential purpose or otherwise,

[ (a) EY's liability shall be several and not joint and several, solidary or in solidum and EY

shall only be liable for its proportionate share of any total liabllity based on degree of
fault having regard to the contribution to any loss or damage In question of any other
persons responsible and/or llable for such loss and damage;

(b) in no event shall either party be liable to the other for any consequential, incidental,

indirect, punitive or speclal damages (including loss of profits, data, business or
! goodwill) In connection with the performance of the Services or otherwise under this
Agreement, even if the relevant party has been advised of the likelihood of such
damages; and

- (c) In any case the total aggregate liabillity of EY arising out of or relating to this
H Agreement or the Services shall be limited to the greater of (f) the total fees pald to EY

for the Services and (1i) $1,000,000. This paragraph (c) shail not limit llability for death,
i bodily injury, physical damage to tangible property, fraud or wilful misconduct,

For the purposes of this section {"Limitation of Liability"), the term EY includes all other EY
Entities and any subcontractors, members, shargholders, directors, officers, managers,
) partners or employees of EY or any other EY Entity,

14. Global resources - EY may use the services of personnel from other EY Entities to assist

it in providing the Services, EY shall be solely responsible for the performance of the

: Services and all of the other liabilities and obligations of EY under this Agreement whether

‘ or not performed, in whole or part, by EY, any other EY Entity, or any subcontractor or

personnel of any EY Entity, Client and ils affiliates or other persons or entitles for or In

i respect of which any of the Services are provided shall have no recourse, and shall bring

j no claim (whether in contract, tort, or otherwise) agalnst any EY Entity other than EY, or

against any subcontractors, members, shareholders, directors, officers, managers,

" partners or employees of EY or any other EY Entity, or any of their respective assets, in

1 connection with the performance of the Services or otherwlse under the Agreement. Other

EY Entities and any subcontractors, members, sharsholders, directors, officers,

managers, partners or employees of EY or any other EY Entity shall have the express
| benefit of this section and shall have the right to rely on and enforce any of its terms.

15. No application - The preceding two sections (Limitatlon of Liability, Global Resources)
. shall not apply to the extent prohibited by applicable law or regulation (including for these
“'t purposes applicable rules and interpretations of the US Securities and Exchange
Commission relating te auditor Independence and any applicable rules or guidance from a

provincial Institute/Order of Chartered Accountants having Jurisdiction).
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16. Solicitation and hiring of EY personnel - EY's independence could be compromised if

17.

18.

19.

Client were to hire certaln EY personnel, Without the prior written consent of EY, Client
shall not solicit for employment or for a position on its Board of Directors, nor hire, any
current or former partner or professional employee of any of EY, any affiliate thereof or
any other EY Entity, if such parther or professional employee has been Involved In the
performance of any audit, review, altest or assurance service for or relating to Client at
any time since the date of filing of Client's most recent financial statements with the
relevant securities regulator(s) or stock exchange(s) (or, if Client has not previously filed
such financial statements, since the beglnning of the most recent fiscal year to be covered
by Client's first such financlal statements), or in the 12 months preceding that date.

Severabllity - In the event any provision of this Agreement Is determined to be invalid,
illegal or unenforceable, in whole or in part, such provision shall be desmed severed from
this Agreement to the extent required and the remainder of this Agreement shall remain in
full force and sffect.

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

LLP status - EY is a registered limited liability partnership ("LLP") continued under the
laws of the province of Ontario and Is registered as an extra-provincial LLP in Quebec and
other Ganadlan provinces. Generally, a partner of an LLP has a degree of limited liability
protection in that he or she is not personally liable for any debts, obligations or liabilities of

‘the LLP that arise from the negligence of another partner or any person under that

partner's direct supervision or control. As an LLP, EY is required to maintain certain
insurance, EY's insurance exceeds the mandatory professional liability insurance
requirements established by any provinclal Institute/Order of Chartered Accountants.
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20. Miscellaneous ~ EY shall provide all Services as an Independent contractor and nothing

shall be construed to create a partnership, Joint venture or other relationship between EY
and Cllent, Neither party shall have the right, power or authority to obligate or bind the
other in any manner, This Agreement shall not be modified except by written agreement
signed by the parties. This Agreement may not be asslgned In whole or In part by Cllent
without EY's prlor written consent, not to be unreasonably withheld, Any terms and
provisions of this Agreement that by their nature operate beyond the term or expiry of this
Agreement shall survive the termination or expiry of this Agreement, including without
limitation those provisions headed Client Data & Information, Confldentiality, Auditor
Oversight, Limitation of Liablility, Global Resources, Solicitation & Hiring of EY Personnel,
and Legal Proceedings, This Agreement shall enure to the benefit of and be hinding upon
the parties and their respective successors and permitted assigns, The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entlties and
any subcontractors, members, shareholders, directors, officers, managers, partners or
employees of EY or any other EY Entity. This Agresment constitutes the entire agreement
between the parties relating to its subject matter and supersedes all prior representations,
negotiations and understandings.
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