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Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT IN THE MATTER OF SINO·FOREST 

CORPORATION 

NOTICE OF MOTION 
(Motion Returnable November 23, 2012) 

The Applicant, Sino-Forest Corporation ("SFC"), will make a motion to Justice 

Morawetz of the Commercial List court on November 23, 2012 at 10:00 a.m., or as soon after 

that time as the motion can be heard, at 330 University Avenue, Toronto, Ontario. 

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

THE MOTION IS FOR AN ORDER: 

(a) Abridging the time for service of the Notice of Motion, Motion Record and the 

Monitor's Twelfth Report in respect of this motion and dispensing with further 

service thereof; 

(b) Extending the Stay Period (as defined in the Initial Order in the proceedings 

pursuant to the Companies' Creditors Arrangement Act, (Canada) R.S.C. 1985, c. 

C-36, as amended (the "CCAA") granted by this Honourable Court on March 30, 

2012 (the "Initial Order"» to February 1,2013; and 
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(c) Such further and other relief as counsel may request and this Honourable Court 

deems just. 

THE GROUNDS FOR THE MOTION ARE: 

BACKGROUND 

a) On March 30, 2012, this Honourable Court made an Initial Order granting the 

CCAA stay of proceedings against the Applicant and certain of its subsidiaries 

and appointing FTI Consulting Canada Inc. as the Monitor in the CCAA 

proceedings; 

b) Also on March 30, 2012, this Honourable Court made the Sale Process Order 

approving sale process procedures in the form attached thereto (the "Sale Process 

Procedures") and authorizing and directing SFC, the Monitor and Houlihan Lokey 

(the "Financial Advisor") to perform each of their' o.bligations thereunder and to 

do all things reasonably necessary to perform their obligations thereunder; 

c) On May 31, 2012, this Honourable Court extended the CCAA Stay to September 

28,2012; 

d) On September 28, 2012, this Honourable Cou,rt extended the CCAA Stay to 

October 11,2012; 

e) On October 9, 2012, this Honourable Court extended the CCAA Stay to 

December 3,2012; 
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EVENTS SINCE OCTOBER 3, 2012 

f) Since the commencement of the CCAA proceedings, the Applicant has taken 

several steps in the CCAA proceedings in order to further the Plan of 

Compromise and Reorganization; 

EXTENSION OF THE STAY PERIOD 

g) The Applicant is proceeding in good faith with due diligence; 

h) The Applicant requires an extension of the Stay Period while it continues to work 

towards implementing the Plan; 

MISCELLANEOUS 

i) The provisions of the CCAA; and 

j) Such further and other grounds as counsel may advise and this Honourable Court 

may permit. 

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

motion: 

a) The affidavit ofW, Judson Martin sworn November 19,2012; 

b) The Twelfth Report of the Monitor; and 

c) Such further or other material as counsel may advise and this Honourable Court 

may permit, 



November 16,2012 

TO: THE SERVICE LIST 

- 4 -

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X 1A4 

Robert W. Staley (LSUC #27115J) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #43420J) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 

4 



IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED AND 
IN THE MATTER OF SINO-FOREST CORPORATION. 

Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceedings commenced in Toronto 

NOTICE OF MOTION 

(Motion Returnable November 23, 2012) 

BENNETTJONESLLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, ON M5X 1A4 

Robert W. Staley (LSUC #27115J) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #43420J) 
Raj Sabni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 
Lawyers for the Applicant 

til 



TAB 2 



6 
Court File No. CV-12-9667-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES' CREDITORS 

ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

AFFIDAVIT OF W. JUDSON MARTIN 
(Motion Returnable November 23,2012) 

(Sworn November 19, 2012) 

I, W. Judson Martin, of the City of Hong Kong, Special Administrative Region, People's 

Republic of China, MAKE OATH AND SAY: 

1. I am the Vice-Chairman and Chief Executive Officer of Sino-Forest Corporation ("SFC"). 

I therefore have personal knowledge of the matters set out below, except where otherwise stated. 

Where I do not possess personal knowledge, I have stated the source of my information and I 

believe such information to be true. 

2. I swear this affidavit in support of SFC's motion extending the stay period until February 1, 

2013. 

3. Capitalized terms not defined in this affidavit are as defined in my affidavit sworn March 

30,2012 (the "Initial Order Affidavit"). A copy of my Initial Order Affidavit (without exhibits) 

is attached hereto as Exhibit "A". 
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BACKGROUND 

4. On March 30, 2012, this Honourable Court made an Initial Order granting the CCAA stay 

of proceedings against SFC and certain of its subsidiaries (the "CCAA Stay") and appointing FTI 

Consulting Canada Inc. as the Monitor in the CCAA proceedings. A copy of the Initial Order is 

attached as Exhibit "B". 

5. On May 31, 2012, this Honourable Court extended the CCAA Stay to September 28, 2012 

(the "May 31 Stay Extension Order"). On September 28, 2012, this Honourable Court extended 

the CCAA Stay to October 10,2012 (the "September 28 Stay Extension Order"). On October 9, 

2012, this Honourable Court extended the CCAA Stay to December 3,2012 (the "October 9 Stay 

Extension Order"). 

DEVELOPMENTS SINCE OCTOBER 3,2012 

6. My affidavits sworn September 24, 2012 and October 3, 2012, sworn in connection with 

the motions for the September 28 Stay Extension Order and the October 9 Stay Extension Order, 

describe developments in the CCAA proceedings and other developments affecting SFC since 

the May 31 Stay Extension Order. 

7. I describe below additional developments affecting SFC that occurred after I swore my 

October 3, 2012 affidavit. 
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i. Developments in the CCAA Proceedings 

Appeal of Equity Claims Decision 

8. As previously advised, SFC's former auditors and underwriters served notice of their 

intention to seek leave to appeal the Order in respect of SFC's equity claims motion. On October 

10, 2012, the Court of Appeal granted leave to appeal (the "Leave Decision"). The appeal was 

heard on November 13,2012. While the Court of Appeal reserved its decision, I am informed by 

Rob Staley of Bennett Jones LLP that the Court of Appeal recognized the time sensitivity and 

expressed its intent to release a decision expeditiously. 

Creditors' Meeting and the Plan 

9. SFC filed a revised plan of compromise and arrangement dated October 19, 2012 (the 

"Plan") along with a revised information statement dated October 20, 2012. In accordance with 

the Plan Filing and Meeting Order granted August 31, 2012 (the "Meeting Order"), the Monitor 

set October 24, 2012 as the mailing date for meeting materials, and provided the meeting 

materials in accordance with the Meeting Order and the Order of this Court made on October 29, 

2012. A copy of the Plan of Compromise and Reorganization and the Meeting Information 

Statement were previously filed with this Court. All of the meeting materials are available on 

the Monitor's website. 

10. Pursuant to the Leave Decision, the Court of Appeal requested that the creditor meeting be 

postponed until after the appeal has been resolved. SFC subsequently clarified that the Meeting 

Date (as defined in the Meeting Order) could be set on the understanding that if the appeal of the 

equity claims decision had not been resolved by that date, the Meeting Date may be adjourned. 
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11. The Meeting Date has been set as November 29, 2012 starting at lOam at the offices of 

Bennett Jones LLP in Toronto. 

ii. Ontario Securities Commission 

12. Staff ("Staff') of the Ontario Securities Commission (the "Commission") have been 

liaising with SFC in connection with certain steps necessary to advance the Plan. As was 

described in my Initial Order Affidavit, the Commission issued a temporary cease trade order 

("TCTO") ceasing trading in the securities of SFC. 

13. As explained in my affidavit sworn September 24,2012, at Staffs request, SFC brought an 

application before the Commission to vary the TCTO to permit the mailing of meeting materials 

to creditors as ordered by this Honourable Court. Staff believed that the act of mailing the 

meeting materials could be considered an "act in furtherance of a trade", which would be 

contrary to the TCTO. 

14. On September 18,2012, Vice-Chair Mary Condon of the Commission heard SFC's motion 

to vary the TCTO to permit the mailing. Counsel for the Monitor, the Ad Hoc Committee of 

Noteholders and Staff were present at that hearing. Vice-Chair Condon granted the relief sought. 

A copy of the Order dated September 18, 2012 is attached as Exhibit "C". 

15. On October 26, 2012, Vice-Chair Mary Condon heard SFC's motion to further vary the 

TCTO to allow for the implementation of further steps in connection with the Plan, including 

holding the creditors' meeting, and taking the steps contemplated by the Plan, if it is approved by 

creditors and this Honourable Court. Vice-Chair Condon granted the relief sought. A copy of 

the Order dated October 26, 2012 is attached as Exhibit "D". 
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PROPOSED EXTENSION OF THE STAY PERIOD 

16. In its motion, SFC is seeking to extend the CCAA Stay to February I, 2013. Parties flre 

worldng diligently towards implementing the Plan flS soon as possible and prior to February 1, 

2013. 

17. The extension ofthc CCAA Stay tlu'ough February 1,2013 is necessary in order to provide 

stability to Sino~Forest's business while SFC, with the assistance of its advisors and the Monitor, 

works diligently on complf;;liing thf;;l steps necessary to have a vote on the Plan and implement the 

PlEm, should it be approved by SFC's creditors and this HOn01.1rable Court. 

18. I understand that the Monitor's Twelfth Report, which will be filed with this Honourable 

Court in connection with SFC's motion, will set out updated cash flows. The "updated cash 

forecast will show that 8FC has sufficient funds to fund the proceedings through the proposed 

stay extension period. 

19. Since sweal'ing my October 3, 2012 affidavit, SFC has aoted and oontinues to act in good 

faith and with due diligenoe. 

20. I do not believe that aliy creditor will s"uffet ~my material prtljudioe if the CCAA Stay is 

extended. 

SWORN BEFORE ME at the City of Hong 
Kong, Speohl,! Administl'ative Region, 
People's Republio of China, this 19t11 day of 
November, 2012 

) 
) 
) 
) . 

c::~ ) 
~ 

A Commissioner of Oat 18 

EricT. Y. Tang 
Solicitor of the High Court 

of the Hong Kong SAR 

W. Judson Martin 

10 



THIS IS EXHIBIT II A" TO 

THE AFFIDAVIT OF W. JUDSON MARTIN 

SWORN NOVEMBER 19, 2012 

~~7 
A Commissionel', etc. 

Eric T.Y. Tang 
.Solicitor of the High Court 

of the Hong Kong SAR 

11 



ONTARIO 

SUPERIOR COURT OF JUSTICE 
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IN THE MATTER OF THE COMPANIES' CREDITORS 

ARRANGEMENT ACT, R.S,C. 1985, c, C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 

ARRANGEMENT OF SINOwFOREST CORPORATION 

AFFIDA VIT OF W. JUDSON MARTIN 
(Sworn March 30, 2012) 

I, W, Judson Martin, of the City of Hong Kong, Special Administrative Region, People's 

Republic of China, MAKE OATH AND SAY: 

1, I am the VicewChairman and Chief Executive Officer of Sino~Forest Corporation ("SFC"), 

I therefore have personal knowledge of the matters set out below, except where otherwise stated, 

Where I do not possess personal knowledge, I have stated the source of my information and I 

believe such information to be true, 

2, This affidavit is sworn in support of an application by SFC for an initial order (the "Initial 

Order") pursuant to the Companies' Creditors Arrangement Act (the "CCAA"), a sale process 

order (the "Sale Process Order") and other requested relief, In preparing this affidavit, I have 

consulted with other members of SFC's senior management team and, where necessary, members 

of the senior management teams of certain of SFC's subsidiaries, 
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3. All references to dollar amounts contained in this affidavit are to United States Dollars 

unless otherwise stated. 

I. OVERVIEW 

4. SFC is a Canadian corporation and is the direct or indirect parent of approximately 140 

subsidiaries, the majority of which are incorporated in the People's Republic of China (the 

"PRC"), The terms "SinowForest Companies" and "Sino-Forest" refer to the global enterprise as 

a whole (but, for .greater certainty, do not include the Greenheart Group, defined below). 

5, SinowForest is a major integrated forest plantation operator and forest products company, 

Its principal businesses include the ownership and management of plantation forests, the sale ·of 

standing tirnberand wood logs, and the complementary manufacturing of downstream 

engin"eered"wood products, The majority of Sino-Forest's plantations are located in the southern 

and eastern regions of the PRC, primarily in inland regions suitable for largewscale replanting. 

6, SinowForest's business operations are mainly in the PRC with corporate offices in Hong 

Kong and Ontario, Canada, 

7, On June 2, 2011, Muddy Waters, LLC ("Muddy Waters"), which held a short position on 

SFC's shares, published a report (the "MW Report") alleging that SinowForest, among other 

things, was a "near total fraud" and a "Ponzi scheme," SFC's board of .directors (the "Board") 

appointed an independent committee (the "IC") to investigate the Muddy Waters allegations, 

8, While the IC has been able to address certain of the allegations made by Muddy Waters, 

the MW Report has had a ripple effect in causing substantial damage to SFC, its business, and 

future prospects for viability, As part of the fallout from the MW Report, (i) SFC now finds 

13 
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itself embroiled in multiple class action proceedings across Canada and in the U.S., (ii) SFC is 

the subject of Ontario Securities Commission ("OSC"), Hong Kong Securities and Futures 

Commission ("HKSFC"), and Royal Canadian Mounted Police ("RCMP") investigations, and 

(iii) SFC's Audit Committee recommended, and the Board agreed, that SFC should defer the 

release of SFC's third quarter 2011 financial statements (the "Q3 Results") until certain issues 

could be resolved to the satisfaction of the Board and SFC's external auditor 

9. Significantly, SFGs inability to file its Q3 Results resulted in a default under its note 

indentures, which could have resulted in the acceleration and enforcement of approximately $1.8 

billion in notes issued by SFC and guaranteed by many of its subsidiaries. 

10. Following extensive discussions with an ad hoc committee of noteholders (the "Ad Hoc 

Noteholders"), holders of a majority in principal amount of SFC's senior notes agreed to waive 

the default arising from SFC's failure to release the Q3 Results on a timely basis, on certain 

terms and conditions that were set forth in waiver agreements between certain of the noteholders 

and SFC, which were made publicly available on January 12, 2012 and are attached as Exhibit 

"A". 

11. While the waiver agreements prevented the indenture trustees under the relevant note 

indentures from accelerating and enforcing the note indebtedness as a result of SFC's failure to 

file its Q3 Results, those waiver agreements wiIl expire on the earlier of April 30, 2012 and any 

earlier termination of the waiver agreements in accordance with their terms. In addition, SFC's 

pending failure to file its audited financial statements for its fiscal year ended December 31, 

2011 (the "2011 Results") by March 30, 2012 will again put the indenture trustees in a position 

14 
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to accelerate and enforce the bond indebtedness, creating additional uncertainty around Sino~ 

Forest's business. 

12. SFC has made considerable efforts to address issues identified by SFC's Audit Committee 

and the IC and by its external auditor, Ernst & Young LLP, as requiring resolution in order for 

SFC to be in a position to obtain an audit opinion in relation to its 2011 financial statements. 

13. However, notwithstanding SFC's best efforts, many of these issues cannot be resolved to 

the satisfaction of SFC's auditor 01' cannot be resolved within a timeframe that would protect and 

preserve the value of the business, and that would allow SFC to comply with its obligations 

under its note indentures, Therefore, absent a resolution with the noteholders, the indenture 

trustees would be in a position to enforce their legal rights as early as April 30, 2012, 

14, Following extensive arm's length negotiations between SFC and the Ad Hoc Noteholders, 

the parties agreed on the framework for a consensual resolution of SFC's defaults and the 

restructuring of its business, and entered into a support agreement (the "Support Agreement") on 

March 30, 2012, which was executed by holders of SFC's notes holding approximately 40% of 

the notes, The Support Agreement contemplates, and in fact provides an incentive for, additional 

noteholders becoming party to the SUPPoli Agreement by way of joinder agreements. 

Accordingly, I fully expect that noteholders holding more than 50% of each series of notes will 

ultimately sign up to the Support Agreement, 

15, The SUPPOli Agreement provides that SFC will pursue a plan of al1'angement or 

compromise (the "Plan") on the tenus set out in the Suppoli Agreement in order to implement 

the agreed"upon restructuring transaction as part of this CCAA proceeding which would, among 

other things, (i) see SFC's business operations conveyed to, and revitalized under, a new entity to 

15 



5 

be owned primarily by the noteholders ("SF Newco"), (ii) provide stakeholders of SFC with 

claims ranking behind the noteholders (the "Junior Constituents") with certain participation 

rights in SF Newco, and (iii) create (and provide funding for) a framework for the prosecution of 

certain litigation claims for the benefit of celiain of SFC's stakeholders, The agreement also 

provides that each noteholder that is a signatory thereto (the "Consenting Noteholders") will vote 

its notes in favour of the Plan at any meeting of creditors, 

16, The SuppOli Agreement further provides that SFC will undeliake a sale process (the "Sale 

Process") in accordance with the sale process procedures (the "Sale Process Procedures") which 

have been developed in consultation with the proposed monitor, and have been accepted by the 

paliies to the Support Agreement, 

17, The Sale Process is intended to provide a "market test" by which third paliies may propose 

to acquire Sino~Forest's business operations through a CCAA Plan (in a manner that would under 

celiain scenarios potentially allow Junior Constituents to share in the proceeds of a sale even 

though the noteholders may not be paid in full) as an altemative to the SF Newco restructuring 

transaction between SFC and its noteholders, described above, 

18, A redacted copy of the Support Agreement (redacted to preserve confidentiality of the 

parties only) is attached as Exhibit "B" and will be posted on SEDAR and the proposed 

monitor's website at http://cfcanada,fticonsulting,com/sfc, 

19, As described in greater detail bel0w, SFC's business operations are primarily in the PRC 

and are held by SFC through intermediate holding companies incorporated (for the most part) in 

either the British Virgin Islands ("BVI") or Hong Kong, Most of these intermediate holding 

companies are guarantors of SFC's note indebtedness, 

16 
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20, As further described below, as a result of the uncertainty created by the MW Report, Sino~ 

Forest's business has been severely curtailed, and Sino~Forest's ability to grow its business has 

been severely reduced, Therefore, SFC now needs to be restructured in order to continue the 

development of the business and unlock the value of its asset base for the benefit of its 

stakeholders, Further, although the PRC government has been generally cooperative and 

encouraging of Sino-Forest to date, it has expressed increasing concern as to the future of Sino­

Forest in the PRC, As discussed below, the ongoing support and relationship with the PRC 

government (on all levels) is crucial to Sino-Forest's operations, 

21, Among other things, the Sino-Forest Companies are (i) having a difficult time maintaining 

existing and obtaining new credit in the PRC to help fund the PRC-based business operation and 

in Hong Kong for the imported log trading business, (ii) making very few purchases of new 

timber (and therefore not expanding their asset base), (iii) finding it difficult to collect their 

accounts receivables, and (iv) receiving increasing demands on their accounts payable, I believe 

that, if Sino-Forest's business is to be saved in a manner beneficial to SFC's stakeholders, it is 

imperative that SFC take steps to demonstrate that Sino~Forest's business is being .separated from 

the uncertainty created by the MW Report, 

22, Accordingly, and for the reasons set out herein, the commencement of a restructuring and 

the Sale Process is urgently required and should be pursued to preserve SFC's business as a 

going concern and thus the inherent value of the enterprise, 

23, This application has been authorized by the Board, 

17 
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II. PERSONAL BACKGROUND 

24. I began my career with PricewaterhouseCoopers in 1979. In 1982 r joined Trizec 

Corporation Ltd. ("Trizec"), a Toronto Stock Exchange ("TSX") listed commercial real estate 

company then controlled by the Brascan Group. During my 13 years with the group of 

companies controlled by the Brascan Group, r held several senior positions, including Vice 

President, Finance and Treasurer ofTrizec, Executive Vice President and Chief Financial Officer 

of Brookfield Development Corporation, and President and CEO of Trilon Securities 

Corporation. 

25. After leaving the Brascan Group, I joined MDC Corporation, where my positions included 

Senior Executive Vice President, Chief Financial Officer and Chief Operating Officer, and a 

member of the company's board of directors. 

26. In 1999, I was appointed Senior Executive Vice President and Chief Financial Officer of 

Alliance Atlantis Communications Inc. ("Alliance Atlantis"), then Canada's leading 

entertainment and broadcasting company that was then listed on the TSX and on the NASDAQ. 

J ceased to be an executive and employee of Alliance Atlantis in 2005 due to health reasons and 

thereafter acted as a consultant to Alliance Atlantis until 2007. 

27. I have been a director of SFC since 2006. I joined the Board in 2006 as an independent, 

external director. I was appointed Lead Director in 2007, a position I held until June 2010, when 

I became an employee of SFC responsible for its acquisition of Greenheart Group Limited 

(Bermuda) ("Greenheart") and its subsidiaries (collectively, the "Greenheati Group"). At that 

time I became Executive Vice~Chairman of SFC and, following SFC's acquisition of a majority 

interest in Greenheart in August 2010, I became the CEO and an Executive Director of 

18 
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Greenheart and in 2011 was appointed Chairman of Greenheart, On August 26, 2011, I was 

appointed as CEO of SFC, I have lived and worked out of Hong Kong since becoming an 

employee ofSFC in 2010, 

III. SINO"FOREST CORPORATION 

A. Overview 

28, SFC was formed under the Business Corporations Act (Ontario) upon the amalgamation of 

Mt. Kearsage Minerals Inc, and 1028412 Ontario Inc, pursuant to articles of amalgamation dated 

March 14, 1994, The articles of amalgamation were amended by articles of amendment filed on 

July 20, 1995 and May 20, 1999 to effect ce11ain changes in the provisions attaching to SFC's 

class A subordinate-voting shares and SFC's class B multiple-voting shares, 

29, On June 25, 2002, SFC filed articles of continuance to continue under the Canada Business 

Corporations Act (the "CBCA"), On June 22, 2004, SFC filed at1icles of amendment whereby 

its class A subordinate"voting shares were reclassified as common shares and its class B 

multiple-voting shares were eliminated, A copy of the at1icles of continuance referred to above 

is attached as Exhibit "C", 

30, Subject to paragraph 31 below, copies of all SFC financial statements prepared during the 

year preceding the application for the Initial Order are attached as Exhibit "D". In considering 

these financial statements, the C0U11 should be aware that SFC cautioned in a January 10,2012 

press release, a copy of which is attached as Exhibit "E", that its historic financial statements 

(upon which pOliions of this affidavit are based) and related audit rep0l1s should not be relied 

upon. The circumstances giving rise to the press release are discussed below, 

19 
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31. Attached as Exhibit "F" is a copy of the management~prepared unaudited financial 

statements for the third quarter of 2011. These statements have not been approved by SFC's 

Audit Committee 01' the Board and are subject to the limitations described in the January 10, 

2012 press release. Moreover, they have not been subject to the same level of internal and 

external review and analysis as SFC's prior arulUal audited and quarterly financial statements. 

These financial unaudited statements have not previo\'Jsly been publicly disclosed. 

32. Sino~Forest is a publicly listed major integrated forest plantation operator and forest 

products company, with assets predominantly in the PRC. Its principal businesses include the 

sale of standing timber and wood logs, the ownership and management of forest plantation trees, 

and the complementary manufacturing of downstream engineered~wood products. As at 

December 31, 2010, SinowForest reported approximately 788,700 hectares of forest plantations 

under management, located primarily in the southern and eastern regions of the PRC. 

33. In addition, SFC holds an indirect majority interest in Greenheart, a Hong Kong listed 

investment holding company, which, together with its subsidiaries, as at March 31, 2011, owned 

certain rights and managed approximately 312,000 hectares of hardwood forest concessions in 

the Republic of Suriname ("Suriname il
) and 11,000 hectares of a radiata pine plantation on 

13,000 hectares of freehold land in New Zealand. 

34. While Greenheart is an indirect subsidiary of SFC, it has its own distinct operations and 

financing arrangements and is not party to or a guarantor of the notes issued by SFC. Greenheart 

Group and SFC operate out of separate office buildings in Hong Kong. 

35. Greenheart Group was not implicated in the allegations made against SinowForest by 

Muddy Waters on June 2, 2011, discussed below. As such, the Greenheart Group and matters 

20 
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relating thereto are not intended to be affected by 01' included in this proceeding, Greenheart 

Group has nevertheless been impacted by the ·allegations made against Sino~Forest, Among 

other things, Greenheart Group has previously relied on funding from SFC and could be 

negatively impacted if SFC's business ceases to operate as a going concern, This in turn could 

negatively impact the value of SFC's investment in Greenheart, 

36, Since 1995, SFC has been a publicly listed company on the TSX with its shares traded 

under the symbol "TRE" , SFC's .registered offioe is in Mississauga, Ontario and its principal 

executive office is in Hong Kong, Two of SFC's senior financial officers reside in Ontario, as do 

three of its external directors, 

37, SFC has issued four series of notes which have a combined principal amount out~tanding 

of approximately $1.8 billion, Two of the series of notes are supported by guarantees from 64 of 

SFC's subsidiaries (none of which are incorporated in the PRC), and the other two series of notes 

are supported by guarantees from 60 of those same subsidiaries and share pledges from 100f 

those same subsidiaries, 

38, Certain other SinowForest Companies have their own distinct banking facilities which are 

not intended to be affected by 01' included in this proceeding, In particular, none of the 

subsidiaries incorporated in the PRC are party to 01' guarantors of SFC's notes and are not 

intended to be affected by or included in this proceeding, 

B, COl'porate Structure 

39, SFC is the sole shareholder of Sinowpanel Holdings Limited (incorporated in the BYI), 

Sino~Global Holdings Inc, (incorporated in the BVI), Sinowpanel Corporation (incorporated in 

Canada), SinowWood Partners Limited (incorporated in Hong Kong), SinowCapital Global Inc, 
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(incorporated in the BVI), and Sino~Forest International (Barbados) Corporation (incorporated in 

Barbados). SFC also holds all of the preference shares of SinowForest Resources Inc. 

(incorporated in the BVI). Some of these subsidiaries have further direct and indirect 

subsidiaries. A copy of the Sino-Forest corporate organization chart is attached as Exhibit "G" 

(which includes certain major subsidiaries of Greenheart). 

40. A total of 137 entities make up the SinowForest Companies: 67 PRC incorporated entities 

(with 12 branch companies), 58 BVI incorporated entities, 7 Hong Kong incorporated entities, 2 

Canadian entities and 3 entities incorporated in other jurisdictions. A list of all subsidiaries with 

addresses is attached as Exhibit "1I" (which does not include subsidiaries of Greenheati, but does 

contain SinowForest branch companies). 

C. Capital Structure 

1. Equity 

41. The authorized share capital of SFC consists of an unlimited number of common shares 

and an unlimited number of preference shares issuable in series. Each holder of common shares 

is entitled to one vote at meetings of shareholders other than meetings of the holders of another 

class of shares. 

42. Each holder of common shares is also entitled to receive dividends if, as and when 

declared by the Board. Holders of common shares are also entitled to participate in any 

distribution of net assets upon liquidation, dissolution or windingwup on an equal basis per share. 

There are no prewemptive, redemption, retraction, purchase or conversion rights attaching to the 

common shares. 
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43, As at June 30,2011, a total of 246,095,926 common shares were issued and outstanding, 

No preference shares have been issued, 

2. Debt 

44, SFC has issued foul' series of notes which remain outstanding, The four series of notes 

mature at various times between 2013 and 2017, The note indenture for each series of notes 

pl'Ovides that it is governed by New York law, Each note indenture contains a "no suits by 

holders" clause, Other than the debt outstanding under the notes, SFC does not have any 

significant levels of normal course payables, 

(a) 2017 Senior Notes 

45, On October 21,2010, SFC issued guaranteed senior notes in the principal amount of $600 

million, These notes mature on October 21,2017, and interest is payable semi~annually,on 

April 21 and October 21, at a rate of 6,25% pel' annum, These notes are listed on the Singapore 

Stock Exchange and are supported by guarantees from 60 subsidiaries of SFC and share pledges 

from 10 of those same subsidiaries, A copy of the relevant indenture is attached as Exhibit "I", 

(b) 2016 Convertible Notes 

46, On December 17, 2009, SFC issued convertible guaranteed notes in the principal amount 

of $460 million, These notes mature on December 15, 2016, and interest is payable semi" 

annually, on June 15 and December 15, at a rate of 4,25% pel' annum, These notes are supported 

by guarantees from 64 subsidiaries of SFC, A copy of the relevant indenture is attached as 

Exhibit "J", 
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(c) 2014 Senior Notes 

47, On July 27, 2009, SFC issued guaranteed senior notes in the principal amount of 

$399,187,000, These notes mature on July 28, 2014, and interest is payable semi~annually, on 

January 26 and July 26, at a rate of 10,25% pel' annum, These notes are listed on the Singapore 

Stock Exchange and are supported by guarantees from 60 subsidiaries of SFC and share pledges 

from 10 of those same subsidiaries, A copy of the relevant indenture is attached as Exhibit "K", 

(d) 2013 Convertible Notes 

48, On July 23, 2008, SFC issued convertible guaranteed notes in the principal amount of $345 

million, These notes mature on August 1, 2013, and interest is payable semi"annually, on 

February 1 and August 1, at a rate of 5% pel' annum, These notes are supported by guarantees 

from 64 subsidiaries of SFC. A copy of the relevant indenture is attached as Exhibit "L". 

49, In addition to the foul' series of notes issued by SFC, many of SFC's subsidiaries (including 

the Gl'eenheart Group and many of those incorporated in the PRC) have their own distinct 

banking facilities, including lending facilities, which are not intended to be affected by this 

proceeding, 

D. The Business Model 

1. Plantation I Timber Rights in the PRe 

50, There are foul' types of rights associated with plantations in the PRC, namely (i) plantation 

land ownership, (ii) plantation land use rights, (iii) timber ownership, and (iv) timber use rights, 

All of these are separate rights and can be separately owned by different pmiies, 
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51. Generally, private enterprises cannot own plantation land in the PRC but may hold 

plantation land use rights for a specified duration (up to 70 years but typically 30 to 50 years), 

timber ownership and timber use rights. However, foreign enterprises cannot acquire land use 

rights and can instead only aoquire timber ownership 01' timber use rights. 

52. The various rights associated with plantations in the PRC and the limitations on which 

entities can hold which rights were the driving forces behind Sino~Forest's complex business 

models discussed below. 

53. For its timber business in the PRC, Sino"Forest utilizes two models, one involving BVI 

entities ("BVIs"), and the other involving subsidiaries inoorporated in the PRC as wholly foreign 

owned enterprises ("WFOEs"). 

2. The BVI Model 

54. Until 2004, due to restrictions on foreign companies carrying on business in the PRC, and 

foreign ownership restrictions on land ownership and use rights, the BVI structure was the model 

primarily used by Sino~Forest for its forestry business in the PRC. SinOMForest has established 

58 BVI companies, 55 of which are guarantors of at least certain of SFC's notes. Not all of these 

BVIs are involved in the BVI model 01' standing timber business. Of the 58, there are 20 

involved in the BVI standing timber business while the remaining BVls are either holding 

companies 01' used in Sino"Fol'est's log trading business. 

55. The Sino~Forest BVI entities involved in the standing timber business acquire standing 

timber from suppliers. The suppliers are usually aggregators who acquire the standing timber 

and, typically, land use rights from other suppliers 01' from original timber owners, such as 

villagers 01' collectives, 01' from smaller aggregators. As non"PRC companies, the BVIs could 

25 
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not and did not acquire land use rights in the PRC, and instead only acquired the rights to timber 

in the PRC pursuant to the relevant standing timber purchase contracts. 

56. Due to restrictions under PRC laws, foreign oompanies are not permitted to oonduot 

business in the PRC without business lioenses granted by oompetent governmental authorities. 

Therefore, the Sino-Forest BVI entities do not sell standing timber direotly to oustomers. Instead, 

for historioal and oommeroial reasons, they oonduot the sale of standing timber thro'ugh 

"authorized intermediaries" C"AIs", whioh are also oalled "entrusted sales agents" in the BVI 

model) pursuant to "entrusted sales agreements". The Als serve as SinowForest's oustomers under 

the BVI model of its standing timber business. 

26 

57. Pursuant to the entrusted sales agreements entered into with the Als, the Als are obliged to 

deduot and remit all of the applioable taxes on behalf of Sino"Forest. Sino"Forest is not, 

however, in a position to know whether or not the AIs have in faot remitted applioable taxes on 

behalf of Sino"Forest. 

58. As at June 30,2011, SinoHFol'est therefore aocumulated and reoognized a provision, based 

on a probabiIitywweighted average of the amounts that the PRC tax authorities might seek to 

reoover under various soenarios, of $204,722,000 in its reported finanoial results to aooount for 

this potential tax liability. The method used to oaloulate this provision is explained at note 18 of 

SFC's 2011 seoond quarter financial statements, whioh were previously attaohed. A similar 

provision was included in SFC',s 2010 Audited Financial Statements and was audited by SFC's 

external auditors. 

59. BVIs are not allowed to have bank accounts in the PRC and money flowing in and out of 

the PRC is striotly controlled through foreign exohange controls. As a result, the Sino"Forest 
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BVI entities do not directly pay the suppliers 01' receive payments from the Als, Instead, they are 

instructed to make set~offpayments under which, pursuant to the instructions of Sino~Forest, Als 

directly or indirectly make payments directly 01' indirectly to Sino~Forest's suppliers for amounts 

owed by Sino~Forest BVI entities to those suppliers, As a result, no cash actually flows directly 

through the BVls, SFC then receives confirmations from the suppliers confirming that payments 

have been made, 

27 

60. The BVI structure is the central driver of asset value, revenue and income for SinoMForest. 

As at December 31, 2010, it accounted for $2.476 billion of book value (466,826 hectares of 

timber assets, representing approximately 59,2% of Sino-Forest's timber holdings by area and 

89,2% of its timber holdings by book value), $1.326 billion in revenue (representing 

approximately 70% of Sino-Forest's revenue), and approximately $622 million of gross profit 

(representing approximately 92,6% of Sino~Forest's gross profits) for the year then ended. 

61. The cashless nature of the BVI model means that Sino-Forest cannot obtain cash from its 

operations or monetize its assets without engaging in the complicated on~shoring process which 

is discussed further below. Furthermore, the set-off payment system necessitated by the BYI 

model impaired the IC's efforts to verify the flow of funds during its investigation, 

3. The WFOE Model 

62, Commencing in 2004, the PRC's Ministry of Commerce permitted foreign investors to 

invest in PRC-incorporated trading companies and to participate in most areas of the commodity 

distribution industry, including the purchase of standing timber and land use rights throughout 

the PRC. Prior to this time, WFOEs were prohibited from engaging in the commodity 

distribution industry. 
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63. Since 2004, almost all of Sino-Forest's new capital invested in timber assets has been 

employed through the WFOE model (as opposed to the BVI model). 

64. Unlike BVIs, WFOEs can acquire land use rights or land leases as well as standing timber 

rights, and can have bank accounts in the PRC. Because of the WFOEs' direct presence in the 

PRC, they can also obtain financing from PRC banks to finance their operations. WFOEs can log 

the timber and sell both logs and standing timber to end customers, which means they do not 

need (and do not use) Als. The WFOEs directly pay the suppliers for the standing timber and 

directly receive payment from end customers instead of utilizing the set-off arrangement used by 

Sino-Forest's BVI entities in the BVI model. 
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65. As at December 31,2010, Sino-Forest's WFOEs held approximately 244,000 hectares of 

purchased plantations (representing approximately 30.9% of Sino-Fol'est's timber holdings by 

area) and 77,700 hectares of planted plantations (representing approximately 9.9% of Sinow 

Forest's timber holdings by area). Purchased plantations and planted plantations are discussed in 

further detail below. The WFOE standing timber assets accounted for approximately 10.8% of 

Sino-forest's timber holdings by book value, and represented approximately $298.6 million of 

book value, $74 million in revenue, and $10 million of income for the 2010 year before the 

allocation of corporate overhead. 

66. None of Sino"Forest's WFOEs are guarantors of SFC's notes, nor have their shares been 

pledged by their BVI parents. 

4. On-shoring Plan 

67. Given the inherent problems with the BVI structure and the relative advantages of the 

WFOE structure, Sino-Forest has explored various methods of migrating or "on-shoring" its BVI 



18 

timber assets into WFOE structures, The successful transition of assets from a BVI structure to a 

WFOE structure has many merits including, significantly, providing a foreign parent an ability to 

have direct access to the cash generated from the sale ofBVI timber assets, 

68, The on~shoring process is expected to be a multiMyear process due to {i) the volume of 

assets that need to be moved into the WFOE model, (ii) the large number of different locations in 

which Sino~Forest has timber assets in the PRC, (iii) the likely multiple rounds of negotiations 

required with the various stakeholders in each location, and (iv) SFC's limited resources, 

E. Operations 

69, Sino~Forest's operations are comprised of three core business segments, Wood fibre 

operations and log trading are the primary revenue contributors, while manufacturing and other 

operations enhance the value of the fibre operations by producing downstream products, 

1. Wood Fibre Operations 

70, Sino~Forest's wood fibre operations consists of acquiring, cultivating and selling standing 

timber or logs from purchased and planted plantations in nine provinces across the PRC, 

71. Sino~Forest's upstream wood fibre operations generate the majority of its revenue, 

accounting for 96.4% of total revenue in the year ended December 31, 2010, Most of the 

standing timber and logs sold by SinoMForest come from Sino~Forest's tree plantations, located 

primarily in the southern and eastern regions of the PRC, 

72, Sino-Forest operates plantations for the wood fibre operations using two principal business 

models: purchased and planted, each of which is explained in greater detail below, The 

purchased plantation model operates through two legal structures: the BVII AI legal structure 

29 
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and, to a lesser but growing extent, the WFOE legal structure. The planted plantations model is 

operated exclusively through the WFOE legal structure, although the WFOEs themselves are 

typically held indirectly through a BVI holding structure. Many foreign investors, including well 

known multi-national companies, hold their investments in the PRe in special purpose vehicles 

established overseas in jurisdictions with a familial' and internationally accepted system of 

corporate governance. For example, over 75% of blue chip companies listed on the Hong Kong 

Stock Exchange (Hang Seng Index constituent stocks excluding the Finance Sub-Index) utilize 

BVI holding structures, including for their investments in the PRe. 

(a) Purchased Plantation Model 

73, The purchased plantation model under the BVI/AI legal structure involves the purchase of 

standing timber and sale of standing timber pursuant to standardized timber purchase agreements 

and "entrusted sale agreements". The standing timber purchased is generally on land owned by 

collectives or villages, not PRe state-owned land. When conducted through the BVIIAI legal 

structure, of which 20 BVIs hold all of theBVI timber assets, the timber purchases are arranged 

through suppliers, 

74. The BVI structure does not involve the BVIs concurrently purchasing land use rights or 

leases with the purchase of standing timber, as the BVIs cannot legally acquire land use rights. 

However, the BVIs' supply contracts typically contain a right of first refusal for the BVIs to 

acquire, or nominate an affiliate to acquire, the plantation land use rights after the timber has 

been harvested. Despite such common contractual provisions, such right has rarely, if ever, been 

exercised, 
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75, The BVIs do not sell standing timber directly to customers, They sell under contract to the 

AI (customer) who usually resells the standing timber to its own customers, The BVls' timber 

sales accounts receivables are settled by the AI making payments to suppliers (directly 01' 

indirectly to other parties on their behalf) on behalf of Sino"Forest. The AI does not pay the 

same supplier for the same trees it is selling to its customers, It pays a supplier for trees newly 

purchased by Sino"Forest from that supplier, These payments made by way of set"off enable the 

BVIs to acquire further standing timber from suppliers, which is matured and later sold, All BVI 

purchases are funded through the set"off mechanism using accounts receivable owed to Sino" 

Forest, This is a recognized legal structure in the PRe, 

76, WFOEs are also engaged in the purchase and sale of standing timber, When conducted 

through a WFOE, purchases of standing timber are sometimes accompanied by concurrently 

obtaining plantation land use rights or leases (which are purchased plantations), WFOE standing 

timber transactions do not involve payments by way of set"off, They are conducted on a direct 

fund transfer basis, 

77, In both the BVI and WFOE structure, the purchase price of the trees takes into account a 

variety of factors such as the trees' species, yield, age, size, quality and location, Other 

considerations include soil and weather conditions for replanting, log prices, and regional market 

location and demand, Sino"Forest does not typically need to conduct extensive plantation 

management work with respect to the trees growing on the purchased plantations, but does take 

measures to ensure that the trees are protected from pests, disease and theft, 
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78. SFC's approach is to purchase plantations in remote parts of the PRC that the PRC 

government has identified in its five year plans as being areas for future development. As a 

result, physical access to the plantations is often very challenging. 
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79. As at December 31, 2010, the purchased plantations under Sino~Forest management in the 

PRC consisted of approximately 711,000 hectares. These plantations consisted of a diverse mix 

of tree species, predominantly pine, Chinese fir and eucalyptus. Purchasing trees allows Sino~ 

Forest to quickly expand its plantation portfolio geographically, as well as its inventory of 

harvestable fibre and leasable land. 

(b) Planted Plantation Model 

80. The planted plantation model is conducted by WFOEs, and involves obtaining plantation 

land use rights, sometimes with standing timber and sometimes as bare land suitable for planting. 

Sales from these planted plantations do not utilize the AI model but rather generally involve 

direct fund transfers to and from tb.e WFOEs' suppliers and customers. As of December 31, 

2010, SFC's planted plantations in the PRC operated through WFOEs comprised approximately 

77,700 hectares. 

81. Sino-Forest leases suitable land on a long-term basis, typically 30 to 50 years, and applies 

scientifically advanced seedling technology and silviculture techniques to improve tree growth. 

The mature trees are sold as standing timber or as harvested logs, and then Sino-Forest replants 

the land with seedlings. 

82. Sino-Forest's operating model allows for the sale of fibre either as standing timber or 

harvested logs, depending on its customers' preferences and market demand. 



22 

83, Sino~Forest's planted plantations oonsist primarily of euoalyptus trees, a fastwgrowing high 

yielding species, Aooording to the seventh five~year National Forest Inventory released by the 

State Forestry Administration (2004 to 2008), it is estimated that the PRC has 195 million 

heotares of forest resouroes, with approximately 120 million heotares of natural forest and 62 

million heotares of plantation forest, The density of its total forest area was only 70 oubio metres 

per heotare in the PRC, 
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84, The PRC government enoourages the development of the plantation industry in the PRC, 

In June 2003, the PRC State Counoil promulgated "The Notioe on the Deoision to Speed Up the 

Development of Plantation Industry", Subsequently, in August 2007, "The KeyElements of the 

Polioies in Forestry Industry" was jointly promulgated by seven ministries inoluding the State 

Forestry Administration, National Development and Reform Commission, Ministry of Finanoe, 

Ministry of Commeroe, State Administration of Taxation, China Banking Regulatory 

Commission and China Seourities Regulatory Commission to develop the non~state owned 

plantation industry, and to enoourage the partioipation of foreign investors in the plantation 

industry, either solely or jointly with others, 

85, The planted plantation model is generally viewed more favourably by the PRC government 

beoause it demonstrates a long~term oommitment to the forestry business. That long~term 

oommitment is very important from the perspeotive of the PRC government in light of the faot 

that demand for wood fibre in the PRC is approximately double that of available supply, 

2. Log Trading Operations 

86, Sino~Forest's operations in the trading of wood logs inoludes the souroing of wood logs and 

wood~based produots from the PRC and globally, and selling them in the domestio PRC market, 
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87, These wood-based products consist primarily of large diameter logs, sawn timber, veneers 

and other wood-based products sourced from the PRe, Thailand, Suriname, Papua New Guinea, 

Brazil, Vietnam, Russia and New Zealand. In these transactions, Sino-Forest purchases wood­

based products that correspond to the requirements of wood dealers, and sells directly to these 

dealers. Sino-Forest's customers in these transactions are primarily wood dealers in the PRe. 

3. Manufacturing and Other Operations 

88. Sino-ForestcurrentIy has manufacturing operations in six provinces in the PRe that 

produce various wood-based products. In addition, Sino-Forest has greenery and nursery 

operations based in Jiangsu Province, which were established to source, supply and manage 

landscaping products for property developers and other organizations. 

89. In order to maximize and increase the value of Sino-Forest's forestry products, Sino~Forest 

has been investing in research and development ("R&D"). On January 12,2010, Sino-Forest 

announced its acquisition of HOMIX LIMITED ("HOMIX") in order to enhance its R&D 

portfolio. HOMIX has an R&D laboratory and two engineered-wood production operations 

based in Guangdong and Jiangsu provinces, covering eastern and southern PRe wood product 

markets, HOMIX develops a number of new technologies suitable for domestic plantation logs 

including poplar and eucalyptus species, HOMIX specializes in curing, drying and dyeing 

methods for engineered-wood and has the know-how to produce recomposed wood products and 

laminated veneer lumber. Recomposed wood technology is considered to be environmentally 

friendly and versatile, as it uses fibre from forest plantations, recycled wood andlor wood 

residue. 
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90. The goal of SinowForest's R&D efforts has been to improve tree plantation yields and the 

quality of the trees grown on SinowForest's plantations. While performing R&D activities, Sinow 

Forest from time to time collaborates with, and receives assistance from, research and academic 

institutions in the PRe. SinowForest's R&D efforts are viewed very positively in the PRe as they 

also demonstrate a Iongwterm commitment to the forestry business in the PRe and can help 

address the significant shortage of wood fibre in the PRe. 

F. Sales 

91. Substantially all of SinowForest's sales are generated in the PRe. In the year ended 

December 31, 2010, sales to customers in the PRe were $1.8723 billion and sales to customers 

located in other countries were $51.3 million. In the year ended December 31, 2010, sales to 

customers in the PRe of standing timber, logs and other woodwbased products accounted for 

substantially all of SinowForest's revenue. 

G. Suppliers 

92. Logs and woodwbased products supplied through SinowForest's trading activities are 

sourced primarily from suppliers outside the PRe. These products are also sourced for Sinow 

Forest trading activities tl'om overseas, primarily from Thailand, Suriname, Papua New Guinea, 

Brazil, Vietnam, Russia and New Zealand. The credit terms granted by suppliers of these 

products generally range from one to tlU'ee months on open account and by letters of credit. 

Standing timberissourced primarily from local suppliers in the PRe. 

93. As discussed above, the PRe based suppliers are usually aggregators who acquire standing 

timber andlor land use rights from other suppliers or from original timber owners such as 

villagers 01' collectives who have certified title to the land. 
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H. Employees 

94, SFC currently has 3 employees, Collectively, the SinoHForest Companies employ a total of 

approximately 3553 employees, with approximately 3460 located in the PRC and approximately 

90 located in I-long Kong, The Greenheart Group employs an additional approximately 273 

employees, 

I. Assets & Liabilities 

95, The unconsolidated book values of SFC's assets and liabilities as at June 30, 2011 are listed 

below, I However, given that, as described below, SFC is in default under the notes and the 

indenture trustees would be in a position to accelerate and enforce on the notes but for the waiver 

agreements (subject to sending the appropriate notices and the cure period expiring), I have 

categorized the full amount of the notes (including the non-current portion and the derivative 

financial instrument, as opposed to just the current portion) as a current liability below, 

Current Assets 

Cash and cash equivalents2 

Prepayments3 

Other Receivables5 

Due from Intercompanl 

Total Current Assets 

$5,676;040 
$1,173,553 
$188,575 
$109,813,620 

$116,851,788 

Current Liabilities 

Notes (cUlTent portion) 
Notes4 (non-current) 
Notes Derivative Financial Instrument 
Trade Payable 
Others Payable 
Accrued Liabilities 
Due to Intercompany 

Total Current Liabilities 

$87,670,000 
$1,541,744,429 
$31,858,210 
$2,202 
$231,723 
$39,687,268 
$1,818,313 

$1,703,012,145 

I The chart only reflects the assets and liabilities of SFC, and therefore does not accord with the consolidated 
quarterly financial results for the second quarter ended Junl;l 30, 20 I I, 
2 Mainly represents cash on hand, cash at bank and short-term deposits with a maturity of three months 01' less, 
3 Mainly rl;lprl;lsents prepaid legal and professional fl;les and insurance, 
4 The Notes (cu1'l'ent portion), Notes (non-current) and Notl;ls Derivative Financial Instrument do not equate on this 
balance sheet to approximately $1 ,8 billion (the face value ofthe notes) due to the accounting treatment of financing 
costs and the carrying value of the convertible notes, 
5 Mainly rl;lpresents HST receivables, staff advances and deposits, 
6 Non.interest bearing with no fixed date ofl'epayment, 



Non-Current Assets 

Property, Plant & Equipmene 
Investment in Subsldiaries8 

Intercompany Loans9 

Total Non-Current Assets 

Total Assets 

$1,166 
$1,589,153,984 
$1,582,781,672 

$3,171 ,936,822 

$3,288,518,610 

26 37 

Non-Cul'rent Liabilities 

Intercompany Loans $235,000,000 

Total Non-CUl'l'ent Liabilities $235,000,000 

Total Liabilities $1,938,012,145 

96. With respect to the assets, while they reflect an accurate implementation of the relevant 

accounting policies, I do not believe that the book values of the assets reflect the realizable value 

of those assets for a number of reasons, including the complexities associated with the business, 

the significant amount of intercompany loans owing to SFC, and the costs and potential PRC tax 

liabilities that may be payable if the assets were realized on. SFC is not able to simply monetize 

its assets in the short term in order to satisfy its obligations under the notes as a result of, among 

other things, the hard to quantify potential PRC tax liability previously discussed at paragraph 58 

above and the stringent cUITency exchange controls in the PRC. 

97. As discussed above, Sino~Forest is not in a position to know whether 01' not the Als have in 

fact remitted applicable taxes on behalf of Sino~Forest. Although Sino~Forest recognized a 

provision as at June 30, 2011 of $204,722,000 in its reported financial results to account for this 

potential tax liability, I am advised by SFC's counsel in the PRC, Ching Wo Ng at King & Wood 

Mallesons, that the amount of the tax liabilities under PRC law arising from the operation of the 

BVls could be significantly higher if responsible tax authorities take different views than that of 

management in respect of a number of tax issues, including, without limitation, whether by their 

7 Mainly represents office equipment. 
8 Historical cost for interests in subsidiaries. 
9 Interest bearing with defined terms of repayment date. 
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operation the BVls have formed an establishment in the PRC, whether value added tax is 

payable, the likelihood and severity of a tax penalty, the applicable default interests on late 

payments, the numbers of years to "look back", whether certaIn tax preferential treatments apply 

to foreign companies such as BVI entities, and other relevant matters. The views on these issues 

may also differ from locality to locality. 

98. In addition, as a result of the currency exchange controls in the PRC, all cash to be 

repatriated from the PRC is subject to approval from the State Administration of Foreign 

Exchange (the "SAFE"). I am advised by SFC's counsel in the PRe, Ching Wo Ng at King & 

Wood Mallesons, that for normal and regular foreign exchange transactions in the PRC which 

require the approval of SAFE, the applications for such approvals can normally be processed 

within the time limits prescribed by law. However, the transactions undertaken by the BVls in 

respect of their forestry assets in the PRC are very dissimilar to those contemplated by the 

relevant rules and regulations of the PRC. Therefore, there is no assurance that any application 

to SAFE for repatriation of funds by the BVls can be processed within the time limits prescribed 

by law, or within a reasonable time thereafter. 

99. As a result of Sino"Forest, among other things, operating in a critical natural resource 

sector with insufficient supply in the PRC, investing in research and development initiatives in 

the PRC, and employing a significant number of people in the PRC, it has generally enjoyed 

positive working relationships with all levels of government in the PRC. However, I believe that 

if Sino"Forest were to cease operating under a business strategy that is consistent with and 

supportive of PRe government policy, including its policy on sustainable forestry, for example, 

investing in research and development or employing a significant number of people in the PRC, 

Sino"Forest would enjoy much less favourable treatment from PRC government officials, and 



28 

would likely have greater difficulties resolving the issues discussed above relating to tax 

liabilities and repatriation of cash, This is particularly true in respect of the BVI structure where, 

among' other things, the ability to access cash is further impaired and Sino"Forest is not in a 

position to know whether 01' not the Als have remitted applicable taxes on behalf of SinowForest. 

,T. Importance of Relationships to Doing Business in the PRe 
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1 QO, From my time with SFC I have come to understand the impOliance of relationships to 

doing business in the PRC, This is particularly true in relation ,to those doing business in the 

forestry sector, 

101. The PRC has extensive resource needs, including in the forestry sector, Historically, 

forestry resources in the PRC have been collectively owned at a local level. Forestry resources 

have largely been managed without the resources necessary to increase yields and allow for 

harvesting ata commercial level from a westem forestry perspective. 

102. Part of SinowForest's success has been attributable to its ability to acquire forestry resources 

from local sources of supply, at a good price, and to resell them at a good profit, In relation to 

SinowForest's planted plantation model, SinowForest also has benefited from the application of 

advanced silviculture techniques to those resources, Based on my interactions with PRC 

government officials, I understand that the PRC government recognizes that for the industry to 

mature, become efficient, and improve yields to reduce the fiber deficit, forest asset management 

has to be consolidated. 

103. A good relationship with the various levels of PRC government is important to doing 

business successfully in the PRC. Historically, Sino"Forest's relationships with these 

governments have been important to Sino"Forest's success in the PRC, Loss of their support 



29 40 

could, correspondingly, have significant negative consequences for Sino~Forest, for its ability to 

continue to do business in the PRC, and its ability to continue to control its PRC~based assets for 

the benefit of its stakeholders, 

1 04. Sino~Forest's most important relationships have been and continue to be through Allen 

Chan ("Chan"). From my observations and experience, Chan has established significant 

relationships in the PRC, and my understanding is that this .is a direct result of his Iong~standing 

personal contribution to the development of the forestry sector both through Sino~Forest and in a 

personal capacity as an informal advisor to various relevant industry bodies, 

105. Following the MW Report, Chan was requested to meet with officials in the PRC State 

Forestry Administration ("SF A") and other senior officials on multiple occasions in Beijing, I 

have been introduced to some officials and attended some of these meetings, 

1 06. My observation from my personal involvement in these discussions and meetings is that 

Chan continues to be consulted and respected within the PRC government as an expert in the 

forestry industry. I therefore believe his continued participation will be extremely helpful in 

allowing SFC to unlock value in the PRe for the benefit of its stakeholders. 

107, Notwithstanding the allegations in the MW Report (which have received widespread 

coverage in the PRC and in Hong Kong), Chan has continued to be honoured within the PRC, In 

November 2011, at the 2nd China Forestry Expo, Chan was presented an "Outstanding 

Achievement" award from the China National Forestry Industry Federation (the "CNFIF"), In 

recognition of his contribution to the forestry industry in the PRC, Chan was the first keynote 

speaker following the Minister of the SFA at the China Forestry Expo. 
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108, Chan was also appointed Vice President of the CNFIF in 2010, The CNFIF is an affiliate 

of the SFAand is chaired by the Minister of the SFA or the Director of the SFA. The SFA is the 

PRC goverrunent ministry responsible for its forests and forest management, 

109, In 2007, Chan was appointed an Honourable Director of Renmin University (also known 

as the People's University of China), one of the most prestigious universities in the PRC with a 

distinct focus on humanities and social sciences, and highly regarded by top leaders in the PRC, 

In addition, Chan is a member of the Jiangxi 'Committee of the Chinese People's Political 

Consultative Conference, 

110, In February 2012, Chan was presented with the "2011 China Forestry Persons of the Year" 

award by the CNFIF, 

111, Many of the PRC's commercially attractive forestry resources are in areas of sensitivity 

within the PRC, including areas that are sensitive from a military perspective, Private ail' travel 

is prohibited or strictly controlled in many of the areas in which Sino"Forest does business, 
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112, The strategic significance attaching to Sino"Forest's forestry assets in the PRC increases 

the importance to SFC of maintaining positive relationships with authorities in the PRe, If Sino" 

Forest is to monetize its PRC based assets for the benefit of stakeholders, I strongly believe that 

the outcome of this process must be acceptable to relevant authorities in the PRC, 

113. In the course of its 18 years of operations, Sino-Forest has been viewed by the Minister of 

the SFA positively and as a model for privately owned enterprises carrying on business in the 

PRC and promoting PRC policies. For that reason, Sino-Forest has enjoyed a positive 

relationship with the PRC. Even since June of last year, the Minister of the SFA has remained 
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cooperative and encouraging of a solution for Sino~Forest. However, recently, the government 

has expressed increasing concern and interest as to what the solution is for Sino~Forest, As a 

result, not only do I believe that any solution needs to be acceptable to the authorities in the PRC, 

such solution needs to be presented in the very neal' future. 

IV. THE MUDDY WATERS ALLEGATIONS: CHRONOLOGY AND RESPONSES 

114. On June 2, 2011, Muddy Waters, which admitted to holding a short position on SFC's 

shares, published the MW Report alleging, among other things, that Sino~Forest is a "near total 

fraud" and a "Ponzi scheme." 

115. While the allegations contained in the MW Report are diverse and farwreaching, the IC set 

out to address the issues raised in three core areas: (i) the verification of timber assets reported 

by SinowForest, (if) the value of the timber assets held by SinowForest, and (iii) revenue 

recognition. 

116. Among other things, the MW Report alleged that Sino·Forest does not hold the full amount 

of timber assets that it reports, that the timber assets actually held by SinowForest have been 

overstated, and that SinowFol'est overstated its revenue. In addition, the MW Report alleged that 

SinowForest has engaged in unreported related~party transactions. A copy of the MW Report is 

attached as Exhibit "M". Two subsequent reports by Muddy Waters relating to SinowForest are 

attached as Exhibit "N". These reports are attached to provide context to the Court and definitely 

not because I agree with their contents. 

A. The IC, OSC, RCMPand HKSFC Investigations 

117. On June 2, 2011, the same day that the MW Report was released, the Board appointed the 

IC, a Board committee consisting exclusively of independent directors, which in turn retained 
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independent legal and financial advisors in Canada, Hong Kong and the PRC, to investigate the 

allegations set out in the MW Report. 

118. On June 8, 2011, the OSC publicly announced that it was investigating matters related to 

SFC. That investigation has been active and is ongoing. 
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119. Later in June 2011, the HKSFCcommenced an investigation into Greenheart Group. As a 

company listed on the Hong Kong Stock Exchange and headquartered in Hong Kong, the 

HKSFC is Oreenheart's primary securities regulator. I believe that the HKSFC's investigation 

was largely reactive to the allegations against Sino~Forest, SFC's control position in relation to 

Greenheart Group, and to the fact that the principal offices ofSino~Forest and Oreenheart Group 

are located in Hong Kong. As indicated above, SFC had acquired a majority interest in 

Greenheart Group less than a year earlier, and had separate management and premises. 

120. In addition to its investigation of Greenheart Group, the HKSFC has been assisting the 

OSC with its investigation. I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, 

that the HKSFC has a mutual~assistance treaty with the OSC. The OSC has conducted witness 

interviews in I-long Kong with the assistance of and out of the premises of the HKSFC. 

121. SinowForest believes that it has attempted to cooperate with the OSC, HKSFC and RCMP 

investigations. SinowForest has made extensive production of documents, in particular to the 

OSC, including documents sourced from jurisdictions outside of the OSC's power to compel 

production. 

122. Sino~Forest also has facilitated interviews by the OSC with SinowFol'est personnel. In 

circumstances where OSC staff sought to examine Sino~Forest personnel resident in the PRC 
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(where neither the OSC nor the HKSFC had the ability to compel their attendance at interviews), 

SinOwForest arranged to bring individuals to Hong Kong to be examined. 

123. SinowForest has responded to extensive inquiries, the most far~reaching coming from the 

OSC, and has provided periodic oral briefings to OSC staff. The IC reports were provided to 

OSC staff on an unredacted basis, as discussed below. 

124. The scope of the IC's review was significant, reflecting the wide range of allegations 

contained in the MW Report. The IC and its advisors worked to compile and analyze the vast 

amount of data required for their compl'ehensive review of Sino~Forest's operations and business, 

the relationships between SinowForest and other entities, and Sino-Forest's ownership of assets. 

125. At the beginning of the IC's investigation, the IC informed the Board that the review would 

likely take at least two to three months to complete. On August 10, 2011, the Ie delivered its 

'first interim report to the Board (the "First Interim Report"), A redacted copy of the First Interim 

Report is attached as Exhibit "0", 
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126. SFC has publicly disclosed onSEDAR and on its website redacted versions of the First 

Interim Report and the two subsequent reports of the IC. The three reports have been redacted to 

protect information that the Board believes is commercially sensitive, the disclosure of which 

could be harmful to Sino-Fol'est's business and operations, especially in the PRC. These 

redactions have not been made to conceal information from regulatory scrutiny. Each of the 

three reports has been produced without redactions to OSC staff pursuant to a compelled process 

designed to allow OSC staff to receive information relevant to its investigation, while at the same 

time protecting SFC's sensitive information. 
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127. The First Interim Report was the result of the IC and its advisors assembling and 

organizing significant data from Sino"Forest's records, and reviewing Sino-Forest's cash 

holdings, revenue and relationships. In the First Interim Report, while the IC did not determine 

that there was any validity to the allegations in the MW Report, its findings were limited as the 

investigation was still ongoing. 

128. Also in its First Interim Report, the IC's accounting advisors confirmed Sino"Forest's cash 

balances in specific accounts as at June 13, 2011, for accounts located inside and outside of the 

PRC. A total of 293 accounts controlled by Sino-Forest in Hong Kong were confirmed, 

representing 100% of the expected cash position in Hong Kong. However, Sino-Forest had 267 

accounts in the PRC, so the logistics and requirements of in-personlin-branch verification in the 

PRC led the IC advisors to confirm 28 accounts, representing approximately 81 % of the 

expected cash position in the PRC. The IC was satisfied based on this verification that Sino" 

Forest's expected cash position in the PRC existed as at the date of confirmation. 

129. The First Interim Report was delivered to the Board shortly before the Board was asked to 

authorize the release of SFC's 2011 qUaItel'ly financial results for the second quarter ended June 

30,2011 (the "Q2 Results"). The Q2 Results were released on August 15,2011. 

130. Almost immediately after the Q2 Results were released, the Ie's advisors identified and 

brought to the attention of the IC just under 60 documents, some of which raised potential 

conduct issues and others of which raised questions as to whether Sino-Forest's relationships 

with some of its Als and suppliers were conducted at armis length. 
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131. The IC concluded that interviews concerning the documents should be conducted with 

relevant Sino-Forest personnel. The interviews were conducted from August 24 to 26, 2011 in 

Hong Kong. 

132. As part of its efforts to cooperate with OSC staff, on August 24, 2011, before the 

documents were shown to relevant Sino-Forest personnel and those personnel were provided 

with an opportunity to comment, the IC's advisors provided copies of the documents to OSC 

staff. The IC's advisors and SFC's external counsel also provided oral briefings about the 

interviews to OSC staff from August 24 to 26, 2011, as the interviews were being conducted. 

133. Seen in their propel' context, and with the benefit of fuller explanations, I believe that the 

documents identified by the IC's advisors and provided to OSC staff at that time fall well short of 

the misconduct alleged in the MW Report. 

134. However, as a result of the documents and interviews, Sino~Forest placed three employees 

on administrative leave, and a fourth senior employee was requested to act solely on my 

instructions. It was my decision in each case to take this action. 

135. SFC's Board met on the morning of Friday August 26, 2011, Toronto time (which was 

Friday evening Hong Kong time) to hear reports about the interviews and about communications 

between SFC and OSC staff. The Board was told that Chan had agreed to resign as Chairman, 

CEO and as a director of SFC pending the completion of the review by the I C of the allegations 

in the MW Report. He was appointed Founding Chairman Emeritus and I was appointed as 

CEO. 
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136. On August 26, 2011, the OSC issued a cease trade order with respect to the securities of 

SFC and with respect to certain senior management personnel. A copy of the cease trade order 

dated August 26, 2011 (as cOlTected by the OSC later that day) is attached as Exhibit "P". The 

Board first learned of the cease trade order during the Board meeting that day, after Chan 

tendered his resignation. 

137. With the consent of SFC, the cease trade order was extended by subsequent orders of the 

OSC, copies of which are attached as Exhibit "Q". The cease trade order continues in force to 

this date. 

138. Based on my review of the IC's second interim report to the Board (the "Second Interim 

Report", which is discussed below) and discussions I have had with William Ardell, Board Chair 

and Chair of the IC, I understand that in late August 2011, counsel for the IC received an inquiry 

from the RCMP requesting cooperation from the IC in connection with an investigation into the 

allegations in the MW Report. Representatives of the IC met with and provided information to 

the RCMP from time to time. The RCMP also has made information requests from time to time. 

It has been SFC's intention to cooperate with the RCMP in connection with its investigation. 

139. On November 13, 2011, the IC delivered its Second Interim Report to the Board, a 

redacted copy of which is attached as Exhibit "R". 

140. Subject to the limitations described therein, the Second Iflterim Report confirmed 

registered title 01' contractual 01' other rights to Sino"Forest's stated timber assets, reconciled the 

book value of the BVI timber assets and Sino"Forest WFOE standing timber assets as set out in 

the 2010 financial statements to the purchase prices for such assets as set out in the BVI and 
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WFOE standing timber purchase contracts reviewed by the IC advisors, reconciled reported total 

revenue to sales contracts, and addressed certain allegations regarding related~party transactions. 

141. Subject to the scope limitations described in the Second Interim Report, the IC confirmed 

99.3% of Sino~Forest's timber area to its satisfaction and that Sino~Forest had registered title to 

100% of its disclosed planted timber holdings by area, and contractual or other rights to 

approximately 81.3% of its disclosed purchased timber holdings by area. The IC reported that it 

or its advisors had reviewed originals or copies of purchase contracts for the acquisition by Sino~ 

Forest of virtually all of its disclosed timber holdings as at December 31, 2010. 

142. The IC indicated in its Second Interim Report that it viewed its work to be substantially 

complete and that it expected to deliver its final report prior to the end of 20 11. 

B. Failure to Release Q3 Results and Default Under the Notes 

143. Subsequent to August 26, 2011, the IC's advisors identified additional documents that 

raised issues meriting comment and explanation from SFC's management. Also, SFC's external 

counsel, in responding to requests from the OSC, also identified documents of a similar nature. 

Further documents meriting comment and explanation were identified by SFC's external auditors 

and in interviews conducted by OSC staff. 

144. As SFC reached the November 15,2011 deadline to release its 2011 third quarter financial 

statements (the "Q3 Results"), the Audit Committee recommended and the Board agreed that 

SFC should defer the release of the Q3 Results until celiain issues could be resolved to the 

satisfaction of the Board and SFC's auditor. The issues included (i) determining the nature and 

scope of the relationships between Sino~Forest and certain of its Als and .suppliers, as discussed 

in the Second Interim Report, and (ii) the satisfactory explanation and resolution of issues raised 
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by certain documents identified by the IC's advisors, SFC'scounsel, SFC's external auditors, 

andlor by OSC staff, 

145, On November 15, 2011, the date upon which SFC's Q3 Results were due, SFC issued a 

press release announcing that the IC had delivered its Second Interim RepOli to the Board, A 

copy of the November 15, 2011 press release is attached as Exhibit "S", The executive summary 

to the Second Interim RepOli is attached as a schedule to the press release, 

146, The November 15, 2011 press release also stated that the Board had concluded that, as a 

result of ongoing work arising from the allegations raised in the MW Report, it was not in a 

position to authorize the release of the Q3 Results at that time, The release stated that SFC 

would try to release the Q3 Results within 30 days, 

147, SFC's failure to file the Q3 Results and provide a copy of the Q3 Results to the trustee and 

to its noteholders under its senior and convertible note indentures on or before November 15, 

2011 constituted a default under those note indentures, Pursuant to the indentures, an event of 

default would have occurred if SFC failed to cure that breach within 30 days in the case of the 

senior notes, and 60 days in the case of the convertible notes, after having received written notice 

of such default from the relevant indenture trustee or the holders of 25% or more in aggregate 

principal amount of a given series of notes, 

148, While SFC worked diligently to try to resolve the outstanding issues, it became clear that 

SFC was not going to be able to release the Q3 Results within that timeframe, On December 12, 

2011, SFC issued a press release announcing that it would not be able to release the Q3 Results 

within the 30·day period originally indicated, 
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149. Moreover, in the press release, SFC announced that, in the circumstances, there was no 

assurance that it would be able to release the Q3 Results, or, if able, as to when such release 

would occur. In the December 12, 2011 press release, SFC also announced that the Board had 

determined not to make the $9.775 million interest payment on SFC's 2016 convertible notes that 

was due on December 15,2011. A copy of the December 12,2011 press release is attached as 

Exhibit "T". 

150. As disclosed in the December 12,2011 press release, the circumstances that caused SFC to 

be unable to release the Q3 Results also could impact SFC's historic financial statements and 

SFC's ability to obtain an audit for its 2011 fiscal year. 

151. SFC's failure to make the $9.775 million interest payment on the 2016 convertible notes 

when due on December 15, 2011 constituted a default under that indenture. Under the terms of 

that indenture, SFC had 30 days to cure its default and make the required interest payment in 

order to prevent an event of default from occurring, which could have resulted in the acceleration 

and enforcement of the approximately $1.8 billion in notes which have been issued by SFC and 

guaranteed by many of its subsidiaries outside of the PRC. 

152. On December 18, 2011, SFC announced that it had received written notices of default 

dated December 16, 2011, in respect of its senior notes due 2014 and its senior notes due 2017. 

The notices, which were sent by the trustees under the senior note indentures, referenced SFC's 

previously~disclosed failure to release the Q3 Results on a timely basis. SFC reiterated in the 

December 18, 2011 press release that it did not expect to be able to file the Q3 Results and cure 

the default within the 30 day cure period. A copy of the December 18, 2011 press release is 

attached as Exhi bi t "U". 
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153. In response to the receipt of the notices of default, among other considerations, on 

December 16, 2011, the Board established a Special Restructuring Committee of the Board (the 

"Restructuring Committee") comprised exclusively of directors independent of management of 

SFC, for the purpose of supervising, analyzing and managing strategic options available to SFC. 

The members of the Restructuring Committee are William Ardell, Chair of the Board, who is 

also Chair of the Restructuring Committee and Ga1'1'Y West. James Hyde, Chair of the Audit 

Committee and an independent director, while not a member of the Restructuring Committee, 

has attended meetings of the Restructuring Committee and participated fully in its deliberations. 

154. Following discussions with its external auditors, on January 10, 2012, SFC issued a press 

release cautioning that its historic financial statements and related audit reports should not be 

relied upon. The January 10, 2012 press release is previously attached. 

C. The Waiver Agreements 

155. On January 12, 2012, SFC announced that following extensive discussions with the Ad 

Hoc Noteholders, holders of a majority in principal amOl:lnt of SFC's senior notes due 2014 and 

its senior notes due 2017 agreed to waive the default arising from SFC's failure to release the Q3 

Results on a timely basis. A copy of the January 12,2012 press release, together with the waiver 

agreements, is attached as Exhibit "V". 

156. Pursuant to the waiver agreements, SFC agreed to, among other things, make the $9.775 

million interest payment on its 2016 convertible notes that was due on December 15, 2011, 

curing that default. That payment was made in accordance with the waiver agreements. 

157. While the waiver agreements prevented the indenture trustees under the relevant note 

indentures from accelerating and enforcing the note indebtedness as a result of SFC's failure to 
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file its Q3 Results, those waiver agreements expire on the earlier of April 30, 2012 and any 

earlier tel'mination of the waiver agreements in accordance with their terms. In addition, should 

SFC fail to file its 2011 Results by March 30, 2012 (and upon the necessary notices being sent 

and cure periods expiring), the indenture trustees would again be in a position to accelerate and 

enforce, 

D. The IC's Final Report and Verification of SFC's Assets 

158. On January 31, 2012, SFC publicly released a redacted version of the final report of the IC 

(the "Final Report"), A copy of the redacted Final Report is attached as Exhibit "W", 

159, Following the delivery of the Final Report, and in accordance with the waiver agreements, 

the Board adopted a resolution instructing the IC to cease its investigative, review and oversight 

activities. Any issues within the authority of the IC that remained outstanding were referred to 

SFC's Audit Committee or Restructuring Committee. 

160. In its January 31, 2012 press release, attached as Exhibit "X", announcing the release of the 

Final Repoli, SFC also disclosed the results of a "proof of concept" exercise undertaken to 

determine if the standing tim bel' referenced in particular purchase contracts could be located and 

quantified by an independent forestry expert engaged to undeliake the exercise. The exercise 

was undeliaken to address the issue raised in the Second Interim Report regarding the absence of 

maps in the possession of SFC's BVI subsidiaries to show the precise location of the timber 

subject to plantation purchase contracts, 

161. As disclosed in the January 31, 2012 press release, the proof of concept exercise was 

confined to two compmiments, The selection criteria limited the sample to purchased timber 

assets located in Yunnan province, The candidate assets were acquired prior to the allegations in 
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the MW Report, They were listed as being held by BVls and not by WFOEs, At the IC's request, 

the consultants selected a shortlist of ten possible compartments covering multiple forestry 

bureaus and meeting the criteria above, avoiding any prospect that the sampling involved 

personnel from Sino~Forest. Multiple county forestry bureaus were represented in the shortlist, 

and the IC made the final selection of compartments to ensure more than one county forestry 

bureau was represented, 

162. As described in the Final Report and the accompanying press release, maps for the two 

compartments were obtained from the relevant forestry bureaus in the PRC by the contracted 

survey companies and made available to the consultants, Using the techniques described in the 

Final Report, compartment boundaries were superimposed on recent high resolution satellite 

imagery which allowed for the measurement of each compartment's forest covel', The 

consultants compared the net stocked area of forest covel' that they assessed for each 

compmiment with that stated in the Sino~Forest purchase contracts and forest survey reports, 

The consultants found that the net stocked area of forest covel' in each compaliment was up to 

six percent greater than that stated in the relevant purchase contracts and forest survey reports, 

with the current assessed area for each compartment exceeding the purchase contract area. 

163, While the consultant repOli and press release cautioned against extrapolation of these 

findings ovel'SinowForest's broader forestry assets, I took considerable comfort from these 

findings. In relation to two randomlywselected contracts held through the BVI structure, the 

propeliy descriptions and expected forest covel' in the contracts matched the boundaries and 

forest cover on the ground. 
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164. Subsequent to January 31, 2012, Sino~Forest has taken steps to see the proof of concept 

process applied over a statistically relevant sampling of Sino-Forest's forest assets. That work is 

ongoing. 

E. Gating Issues to an Audit 

165. SFC has worked diligently to address issues identified by SFC's Audit Committee, the IC 

and by its extel'l1al auditor, El'l1st & Young LLP, as requiring resolution in order for SFC to be in 

a position to obtain an audit opinion in relation to the 2011 Results. Many of the same issues 

also impact SFC's ability to release the Q3 Results. 

166. As SFC has publicly disclosed in its press releases, the gating issues to the release of the 

Q3 Results and to obtaining an audit of the 2011 Results include (i) determining the nature and 

scope of the relationships between Sino~Forest and certain of its AIs and suppliers, and (ii) the 

satisfactory explanation and resolution of issues raised by certain documents identified by the 

IC's advisors, SFC's counsel, SFC's auditors, and/or by OSC staff. 

167. The "relationship issues" described above are discussed extensively in the Second Interim 

Report and in the Final Report of the IC. Relationship issues were prominent in the 

approximately 60 documents provided to OSC staff on August 24, 2011, and relationships 

continue to be an issue that SFC has been unable to resolve. 

168. As part of the IC's investigative process a significant amount of electronic data was 

extracted and reviewed by the Ie and its advisors. The same data also has been reviewed by 

counsel for SFC and SFC's advisors. Over one million electronic records have been reviewed. 
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169. The search of electronic records and other inquiries have not produced evidence to support 

the allegations made in the MW Report that Sino-Forest is a neal' total fraud 01' Ponzi scheme. 

The searches and inquiries have produced some evidence of possible lesser improper conduct 

that SFC has been making efforts to investigate) address and quantify. 

170. There is no single theme among the documents and issues that SFC has been taking steps 

to address. In some cases, the documents speak to efforts to deal with foreign currency exchange 

restrictions applicable to the PRC. The documents suggest that in some cases SFC personnel 

may have received personal benefits at Sino-forest's expense and may have appropriated some 

of Sino-Forest's assets. They also show that, ina few cases, whistleblower complaints in some 

subsidiaries alleging misconduct by certain personnel in those subsidiaries appeal' not to have 

been adequately investigated and addressed. 

171. The record-keeping of SFC's subsidiaries in the PRC appeared to be adequate prior to the 

recent heightened scrutiny being focused on companies with significant operations in the PRC. 

The nature of SFC's books and records, combined with the inability to compel disclosure and 

participation by third party PRC companies, primarily SFC's customers (Als) and suppliers, and 

the unwillingness of these companies to become involved in an investigation, makes it difficult 

to definitively assess some of the explanations offered by Sino-Forest personnel. 
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172. In light of this heightened scrutiny, SFC's subsidiaries in the PRC do not have the scope of 

books and records that might be used to definitively address some issues raised by potentially 

problematic email communications. The nature of SFC's BVI structure, and the absence of 

contractual rights to examine the books and records of customers and suppliers, deprives SFC of 
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access to information that may be necessary to allow SFC to ·determine whether some of the 

documents and issues identified are material from a financial reporting perspective. 

173. Notwithstanding SFC's best efforts, many of these issues may not be capable of resolution, 

and certainly not within a timeframe that would allow SFC to comply with its obligations under 

its note indentures and securities laws. Consequently, absent a resolution with the noteholders, 

the indenture trustees would be in a position to enforce their legal rights as early as April 30, 

2012. 

174. However extensive and challenging the work done to respond to the MW Report has been, 

the simple fact is that the uncertainty it has created has caused Sino-Forest's business to 

deteriorate. Repairing the damage to the business simply cannot wait any longer, Without 

decisive action in the immediate term, I fear that the ability to save the business for the benefit of 

SFC and its stakeholders will be irreparably lost, 

175, As described in greater detail herein, even though the allegations set out in the MW Report 

and the OSC cease trade orders are unproven, the allegations have had a catastrophic negative 

impact on Sino-Forest's business activities and have created substantial uncertainty regarding the 

future of Sino-Forest's business in the minds of the Sino-Forest Companies' stakeholders in the 

PRC, including its lenders, customers, suppliers, employees, and governmental officials, The 

allegations made against SFC have resulted in a substantial erosion of Sino"Forest's business, 

The business in the PRC continues to deteriorate with every passing day and it has become clear 

to SFC that the Sino~Forest business needs to be separated from the cloud that continues to hang 

over SFC if there is any future for that business (and thus value for SFC's stakeholders) to be 

preserved. 
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V. IMPACT OF MUDDY WATERS ALLEGATIONS ON SINO~FOREST 

A. Class Action Lawsuits 

176. SFC and certain of its officers, directors and employees, along with SFC's current and 

former auditors, technical consultants and various underwriters involved in prior equity and debt 

offerings, have been named as defendants in eight class action lawsuits. 

177. Five of these class action lawsuits, commenced by tlU'ee separate groups of counsel, were 

filed in the Ontario Superior Court of Justice on June 8, 2011, June 20, 2011, July 20, 2011, 

September 26, 2011 and November 14, 2011. A 'carriage motion in relation to these actions was 

heard on December 20 and 21, 2011, and by Order dated January 6, 2012, Justice Perell 

appointed Koskie Minsky LLP and Sisldnds LLP as class counsel. As a result, Koskie Minsky 

LLP and Sisldnds LLP discontinued their earliest action, and their other two actions have been 

consolidated and will move forward as one proceeding. The other two Ontario actions, 

commenced by other counsel, have been stayed. Pursuant to Justice Perell's January 6, 2012 

Order, Koskie Minsky LLP and S-iskinds LLP have filed a fresh as amended Statement of Claim 

in the consolidated proceeding. A copy of this Statement of Claim is attached as Exhibit "Y". 

178. The action purports to be brought on behalf of noteholders. The plaintiffs and plaintiff law 

firms have not complied with the prerequisites to bringing suit in the relevant note indentures, 

which each contain a "no suits by holders" clause. 

179. Parallel class actions have been filed in Quebec and Saskatchewan. Copies of the 

originating documents in those actions are attached as Exhibit "Z". 

180. Additionally, on January 27, 2012, a class action was commenced against SFC and other 

defendants in the Supreme Court of the State of New York, U.S.A. The complaint alleges that 
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the action is brought on behalf of persons who purchased SFC shares on the over~theftcounter 

market and on behalf of nonwCanadian purchasers of SFC debt securities. The quantum of 

damages sought is not specified in the complaint. A copy of the complaint in this action is 

attached as Exhibit "AA", 

181. Additional law firms in both the United States and Canada have announced that they are 

investigating SFC and certain directors and officers thereof with respect to potential additional 

class action lawsuits, 

B. Effects of MW Report and Related Events 

182. The allegations set forth in the MW Report, despite being denied by SFC, have had 

catastrophic negative effects on the reputation and business of Sino"Forest. As a result, Sino" 

Forest's ability to conduct its operations in the normal course of business has been materially 

affected, For example: creditors are increasing legal demands with respect to accounts payable; 

at the same time, collections of accounts receivables is increasingly difficult due to a widespread 

belief that SinowForest will not survive; sales in the WFOE model have also slowed substantially 

in response to views on accounts receivable payments; cash flow issues have resulted in a 

cessation of any expansion 01' modernization; the inability to fund purchases of raw materials has 

caused a slowdown in production 01', in many cases, a shutdown; certain timber assets have been 

frozen as SinowForest has been unable to keep current with payments; deposits put down on 

standing timber purchases by WFOEs, of approximately $27 million, may be unrealizable due to 

an inability to generate cash to payoff outstanding payables under those contracts; offshore 

banking facilities have been repaid and frozen 01' cancelled, leading to substantial damage in 

Sino~Forest's trading business; relationships with local governments and plantation land owners 

have become strained; SinowForest is unable to complete various projects, contracts and 
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acquisitions; and the PRC government is expressing increased concern over SFC and is 

becoming less inclined to be supportive of Sino-Forest, making the ability to obtain legal 

documents for Sino"Forest's operations increasingly difficult. 

1. Diversion of Operational Resources & Effects on Operations 

183. The investigations being conducted by the OSC, the HKSFC and the RCMP, the 

examination by the IC (and now the Audit Committee and Restructuring Committee), and the 

class action lawsuits have required, and will continue to require, significant resources to be 

expended by the directors, officers and employees of Sino-Forest. As a result, the diversion of 

such resources has affected Sino-Forest's ability to conduct its operations in the normal course of 

business. Sino-Forest's timber and trading businesses have effectively been frozen and have 

ground to a halt. 

184. Since the MW Report was released, in order to conserve cash, Sino-Forest has only 

completed cash purchases which were previously committed to and has not made any new 

commitments (i.e. in the WFOE structure), despite having been presented with some attractive 

buying opportunities. Sino-Forest has therefore not grown its asset base as it would have but for 

the MW Report. 
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185. Also, the Sino-Forest Companies have had an extremely difficult time collecting 

outstanding receivables as a result of the perceived uncertainty surrounding them in the PRC. 

The total amount of outstanding receivables in the WFOE structure was approximately $130.5 

million as at February 29, 2012, with more than 83.5% of those receivables being over 90 days. 

Sino-Forest's counsel in the PRC, KaiTong Law Firm, has sent legal demand letters to 12 BVI 

trading companies for accounts receivable totaling approximately $126 million and five WFOE 
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companies totaling approximately RMB 224,5 million, Additional legal demand letters for 

smaller accounts are also in process, and other accounts receivable are being negotiated, 

186, At the same time that the Sino-Forest Companies are having a difficult time collecting 

outstanding receivables, they are receiving increased demands on their payables, Certain of Sino­

Forest's creditors in the PRC have taken aggressive collection tactics in the PRC, including filing 

court claims in an effort to be paid amounts owed to them by Sino-Forest, If the uncertainty 

related to SFC is allowed to continue to affect Sino-Forest's business operations, Sino-Forest 

expects increasing legal actions from other creditors, 

187, Sino-Forest has not been able to secure or renew certain existing onshore banking facilities 

and has been unable to obtain offshore letters of credit to facilitate Sino-Forest's trading business, 

All offshore banking facilities have been repaid and frozen, or cancelled, Since June 2, 2011, all 

Hong Kong banks have asked for voluntary repayment of outstanding loans, Banking facilities 

with a total credit amount of$67,9 million were terminated by four banks between June 10,2011 

and August 29,2011. Facilities of$152.3 million were frozen upon full repayment. In the PRC, 

facilities totaling RMB 159,6 million were asking for voluntary repayments, For the PRC banks 

providing facilities, Sino-Forest was requested to increase its cash deposits so as to demonstrate 

financial strength, This has lead to substantial damage in Sino-Forest's operations, and affects 

Sino-Forest's ability to complete obligations under existing contracts, resulting in losses 

potentially in excess of $1 00 million, 

188, Various projects and contracts, such as nursery projects in certain provinces with a contract 

value of approximately RMB 1 billion, have been stopped or are unable to be fulfilled, 
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189. Due to the allegations in the MW Report, the PRC government is expressing increased 

concern over SFC and is becoming less inclined to be supportive of Sino-Forest, making the 

ability to obtain legal documents more difficult. For example, the PRC government has withheld 

cutting licenses resulting in lower harvesting volumes. Relationships with local government and 

local plantation suppliers have also become strained, resulting in many difficulties and obstacles 

in Sino-Forestls operations including an inability to complete certain acquisitions of plantations. 

For example, in the Anqing, Anhui area in the PRC, the local government no longer showed 

support to Sino-Forest and the plantation land owner refused to honour the plantation purchase 

contracts. 

2. Fees and Expenses 

190. SFe has and will continue to incur a substantial amount of fees and expenses in connection 

with the examination by the Ie (and now the Audit Committee and Restructuring Committee), 

the investigations by the OSC and the RCMP, and the class action lawsuits. Further, pursuant to 

indemnification agreements between SFe and its directors and certain officers as well as with 

auditors, underwriters and other parties, SFe may be obligated to indemnify such individuals for 

additional legal and other expenses pursuant to such proceedings. The aggregate of such fees and 

expenses is substantial and has had an extremely negative effect on Sino"Fol'estls operating 

results. 

3. Value of Common Shares and Credit Rating 
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191. Prior to the release of the MW Report on June 2, 2011, SFCls common shares had a 20-day 

volume weighted average price of eDN $19.58 for a total market capitalization of approximately 

eDN $4.8 billion. In the weeks that followed the release of the MW Report, the value of SFC's 

common shares phmged to a low of eDN $1.29 for a total market capitalization of 
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approximately CDN $300 million, As at August 25, 2011, the day prior to the OSC cease 

trading SFC's common shares, its shares were trading at CDN $4,81 for a total market 

capitalization of approximately CDN $1,2 billion, 

192, The allegations set forth in the MW Report have resulted in a material decline in the 

market value of SFC's common shares and notes, On June 30,2011, Standard & Poor's Ratings 

Services lowered its long"term corporate credit rating on SFC to 'B+' from 'BB', lowered the 

issue ratings on SFC's outstanding senior notes and convertible notes to 'B+', and lowered the 

Greater China scale credit ratings on SFC and its notes to 'cnBB' from 'cnBBB"', On August 29, 

2011, Standard & Poor downgraded to 'CCC"', then withdrew its ratings, Fitch Ratings withdrew 

its Foreign Currency Issuer Default Rating and senior debt rating of 'BB"' on July 14, 2011, after 

placing SFC on Negative Watch on June 20, 2011. On July 19, 2011, Moody's Investors Service 

downgraded the corporate family and senior unsecured debt ratings of SFC to 'B 1 ' from 'Ba2', On 

August 29,2011, Moody's downgraded to 'Caa1' from 'B1', and on December 14,2011, Moody's 

downgraded to 'Cal' and withdrew its rating, 

193, Sino"Forest's primary sources of funding have been shorHerm and long"term borrowings, 

equity offerings and cash generated by operating activities, However, as a result of the 

reputational damage that the MW Report inflicted on SFC, I believe that SFC has no ability to 

access the capital markets at the present time, including to refinance its notes, 

VI. CLAIM AGAINST MUDDY WATERS 

194, On March 29, 2012, SFC commenced a claim in the Ontario Superior Court of Justice 

against Muddy Waters, its principal, and persons who traded with prior knowledge of the MW 

Report, A copy of SFe's claim against Muddy Waters et at is attached as Exhibit f'BB", 
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195. In this action, SFC seeks total damages in the sum of CDN $4 billion in relation to harm 

caused to SFC as a result of the allegations made by Muddy Waters. If SFC is successfully 

restructured as contemplated, it is anticipated that the action will be funded by the litigation trust 

provided for in the Support Agreement described below, and the benefits of the action wiIl be 

shared as contemplated by the Support Agreement. 

VII. PROPOSED RESTRUCTURING TRANSACTIONS 

196. Following extensive arm's length negotiations between SFC and the Ad Hoc Noteholders, 

the parties entered into the SuppOli Agreement. The Support Agreement contains, among other 

things, the summary terms and conditions of a going concern restructuring of SFC (the 

"Restructuring Transaction"). A copy of the Support Agreement is previously attached. 

197. The Support Agreement provides that SFC will file the Plan in order to implement the 

Restructuring Transaction as part of this CCAA proceeding, and that the Consenting Noteholders 

will vote their notes in favour of the Plan at any meeting of creditors, each subject to certain 

conditions. 

198. From a commercial perspective, the Restructuring Transaction contemplated by the 

Support Agreement is intended to accomplish the following objectives: 

(a) the separation of Sino-Forest's business operations from the problems facing SFC 

outside of the PRC by transferring the intermediate holding companies which own 

"the business" and SFC's intercompany claims against its subsidiaries (which include 

the entire substantive operations of the Sino-Forest Companies) to the noteholders in 

compromise of their olaims against SFC (if the Sale Prooess does not generate a 

superior transaotion, as desoribed below); 
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(b) the Sale Process being undertaken to determine if any person 01' group of persons will 

purchase SinowForest's business operations pursuant to the Plan for an amount of 

consideration acceptable to SFC and the noteholders, with the potential for excess 

above such amount being directed to Junior Constituents. The Sale Process is 

intended to ensure that SFC is pursuing all avenues to maximize value for its 

stakeholders; 

(c) a structure (including funding) that will enable litigation claims to be pursued for the 

benefit of SFC's stakeholders in accordance with the Support Agreement against a 

number of potential defendants (including Muddy Waters, its principal, and any 

persons who benefited from the allegations made by Muddy Waters in a coordinated 

way); and 

(d) if the Sale Process does not result in a sale, the Junior Constituents recovering some 

"upside" in the form of a profit participation if SinowForest's business operations 

acquired by the noteholders are monetized within seven years from the date of the 

implementation of the Plan at a profit, as further described in the Support 

Agreement. 
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199. The decision to enter into the Support Agreement was given careful consideration by SFC 

and the Board and was not taken lightly. However, the inability to obtain an audit creates a 

default under the note indentures which simply cannot be cured within a reasonable timeframe, if 

at all. 

200. More significantly, it has become clear that the problems facing SFC outside of the PRC 

are causing Sino-Forest's business operations in the PRC to deteriorate and that, unless decisive 
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steps are taken to restructure SinowForest, the PRC business operations will continue to 

deteriorate to the point that they will cease to be capable of being turned around, which will 

further diminish the value that can be realized for SFC and its stakeholders. While there remains 

substantial work ahead in the PRC to turn the business around and convince stakeholders in the 

. PRC (including customers, suppliers, employees and PRC governmental officials of all levels) 

that the Sino~Forest business built up over the past 18 years is here to stay, I firmly believe that 

the transactions which SFC proposes to initiate pursuant to the CCAA will show a path out of the 

uncertainty which it has faced since last June. 

201. The Support Agreement provides that SFC will make an application under the CCAA in 

order to implement the Plan. The Consenting Noteholders executed the Support Agreement on 

the basis that a restructuring of SFC as proposed would be undertaken pursuant to the CCAA. 

202. But for the negotiation and execution of the Support Agreement, SFC would be unable to 

prevent the acceleration and enforcement of the rights of the noteholders as soon as April 30, 

2012, in which case SFC would be unable to continue as a going ooncern, and is thus insolvent. 

Accordingly, and for the reasons set out herein, a restructuring is urgently required and should be 

pursued to preserve its enterprise value. 

203. SFC has reached an agreement on a consensual restructuring transaction with the Ad Hoc 

Noteholders. SFC is seeking a stay of proceedings under the CCAA in order to allow it time to 

proceed to develop the Plan which, if approved by the creditors and this Honourable Court, 

would, among other things, allow for a going concern emergence of SinowForest's business. 
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VIII. THE SALE PROCESS 

204. Under the Sale Process, SFC, through its financial advisor, Houlihan Lokey ("Houlihan"), 

and with the oversight of the monito!', will seek qualified pmchase!'s (including existing 

shareholders and noteholders) of SFC's assets on a global basis and attempt to engage them in 

the Sale Process. The Sale Process Procedures, which were agreed to by the parties to the 

Suppoli Agreement in consultation with the proposed monitor, provide that SFC will have up to 

90 days to solicit letters of intent, and if qualified letters of intent are received, a fUliher 90 days 

to solicit qualified bids. A copy of the Sale Process Procedures is attached as Schedule D to the 

Suppoli Agreement. 

205. I believe it is critically important that the Sale Process Order be granted at this time for a 

variety of reasons. First and most importantly, it is very important that SFC conclude a 

restructuring by the end of the third fiscal quarter. The business of the Sino~Forest Companies is 

seasonal, and the vast majority of transactions (both purchases and sales) typically occur in the 

third and fourth qUaliers. All stakeholders will therefore be prejudiced if SFC cannot complete a 

restructuring by the end of the third quarter, 01' soon thereafter, as the business will continue to 

be frozen through the critical fourth quarter. 

206. With that target end date in mind, thepl'Ocess must begin immediately. I understand that in 

other insolvency filings in Canada, sale processes have been done on much shorter timetables 

than what SFC is proposing; however, I believe the proposed timetable is necessary and 

appropriate in light of the specific circumstances. In fact, given the critical timing of this process, 

I am aware that Houlihan has already been in contact with paliies who may be interested parties 

in this Sale Process. 
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207. The assets being sold, especially given the allegations in the MW Report, are extremely 

complex and are being offered for sale without CUfrent audited financial statements. Potential 

buyers therefore need to be afforded sufficient time to do due diligence. 

208. In addition, there are limited potential buyers for these assets. I believe that potential 

buyers will need to have, in addition to the significant capital to complete a transaction of this 

size, an inwdepth and intimate knowledge of the PRC market. I do not expect that the ultimate 

buyer for these assets, if any, will be a typical buyer of distressed assets in an insolvency 

proceeding. 
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209. Accordingly, given that a transaction must be implemented as soon as possible, and given 

the complexity of the assets and the fact that there is a limited universe of potential buyers, I 

believe it is necessary that the Sale Process Order be granted at this time, and that the Sale 

Process provides the best potential for recovery for SFC's stakeholders. 

210. I have no reason to believe that any creditors have a bonafide reason to object to the Sale 

Process. 

IX. SFC MEETS CCAA STATUTORY REQUIREMENTS 

211. I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, that the CCAA 

applies in respect of a "debtor company" if the claims against the debtor company or affiliated 

debtor companies total more than CDN $5 million. I am further advised by Gary Solway that a 

"debtor company" is a company incorporated under an Act of Parliament 01' the legislature of a 

province which has, .among other things, become bankrupt 01' insolvent. 
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A. SFC is a "Company" Under the CCAA 

212. SFC is a "company" to which the CCAA applies as it is a company continued under the 

CBCA. A copy of SFGs articles of continuance was previously attached. 

B. SFC has Claims Against it in Excess of $5 Million 

213. As discussed above, SFC has debts against it far in excess of the CDN $5 million statutory 

requirement. 

C. SFC is Insolvent 

214. I am advised by Gary Sol way of Bennett Jones LLP, counsel to SFC, that under section 2 

of the Bankruptcy and Insolvency Act (and a similar definition exists under sections 192(2) and 

208 of the CBCA), an insolvent person is one whose liabilities to creditors exceeds CDN $1,000 

and (i) is for any reason unable to meet his obligations as they generally become due, (if) has 

ceased paying his current obligations in the ordinary course of business as they generally become 

due, or (iii) the aggregate of whose property is not, at a fair valuation, sufficient, or, if disposed 

of at a fairly conducted sale under legal process, would not be sufficient to enable payment of all 

his obligations, due and accruing due. 
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215. As discussed herein, the holders of SFC's senior notes entered into waiver agreements 

wherein they agreed not to have the indenture trustees demand immediate payment of the 

principal amount of the senior notes. Such waiver agreements expire on the earlier of April 30, 

2012 and any earlier termination of the waiver agreements in accordance with their terms. 

Moreover, in addition to the default dealt with pursuant to the waiver agreements in respect of 

the Q3 Results, SFC will be in fUlther default on April 30, 2012 as a result of the fact that it will 
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fail to file its audited 2011 Results. As discussed in greater detail herein, SFC will be unable to 

cure such default in the immediate to neal' term (if ever). 

216. But for the execution of the Support Agreement and the standstill provided for therein, the 

indenture trustees under the notes could be entitled to accelerate and enfOI'ce the rights of the 

noteholders as soon as April 30, 2012. Without the liquidity provided by the waiver agreements, 

SFC would be unable to meet its obligations as they come due or continue as a going concern 

and is thus insolvent. 

X. RELIEF SOUGHT 

A. Stay of Proceedings 
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217. SFC needs a stay of proceedings to pursue and implement the Restructuring Transaction in 

an attempt to complete a going concern restructuring of its businesses. In the interim, the class 

actions lawsuits, as well as any other potential actions, need to be stayed so that the 

Restructuring Committee can focus on formulating the Plan. 

B. Appointment of Monitor 

218. FTI Consulting Canada Inc. ("FTI") has consented to act as the monitor of SFC (the 

"Monitor") in the CCAA proceedings, and I believe that FTI is qualified and competent to so act. 

219. FTI will be filing a pre"filing report with the Court as prospective monitor in conjunction 

with SFC's request for relief under the CCAA. 

C. Payments During CCAA Proceeding 

220. During the course of this CCAA proceeding, SFC intends to make payments for goods and 

services supplied post-filing as set out in the cash flow projections described below and as 

permitted by the draft Initial Order. 
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D. Administration Charge 

221. It is contemplated that the Monitor, counsel to the Monitor, counsel to SFC, counsel to the 

Board, Houlihan, FTIConsulting (Hong Kong) Limited, counsel to the Ad Hoc Noteholders and 

the financial advisor to the Ad Hoc NoteholdeJ's would be granted a first priority Court-ordered 

charge on the assets, property and undertakings of SFC, other than SFC's assets which are 

subject to Personal Property Security Act registrations (the "SFC Property") in priority to all 

other charges (the "Administration Charge") up to the maximum amount of CDN $15 million in 

respect of their respective fees and disbursements, incul1'ed at standard rates and charges. SFC 

believes the Administration Charge is fail' and reasonable in the circumstances. 

222. The nature of the Sino-Forest Companies' business requires the expertise, knowledge and 

continuing participation of the proposed beneficiaries of the Administration Charge in order to 

complete a successful restructuring. I believe this Administration Charge is necessary to ensure 

their continued participation. 

223. I do not believe that there is any unwal1'anted duplication of roles between the proposed 

beneficiaries of the Administration Charge. 

E. Directors' Charge 

224. A successful restructuring of SFC will only be possible with the continued participation of 

the Board. These personnel are essential to the viability of the continuing business of Sino­

Forest. SFC's Board members have specialized expertise and relationships with Sino·Forest's 

suppliers, employees and other stakeholders, as well as knowledge gained throughout the IC 

process that cannot be replicated or replaced. 
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225. The directors of SFC have indicated that due to the potential for significant personal 

liability, they cannot continue their service in this restructuring unless the Initial Order grants a 

charge on the SFC Property in priority to all other charges except the Administration Charge, as 

security for SFC's indemnification obligations for the potential obligations and liabilities they 

may incur after the commencement of these proceedings. It is proposed that the directors of SFC 

be granted a directors' charge in the amount of CDN $3.2 million (the "Directors' Charge") over 

the SFC Property. SFC believes the Directors' Charge is fair and reasonable in the circumstances. 

226. SFC, for itself and its subsidiaries, currently has primary insurance coverage of $1 0 million 

and five separate excess insurance policies collectively providing CDN $45 million (the "2012 

Insurance Policies"), for a total of CDN $55 million of coverage in place to attempt to protect 

SFC and its directors and officers. The 2012 Insurance Policies were put in place and became 

effective after prior policies of insurance were not renewed following their expiry on December 

31, 2011, by the insurers who had issued the policies (the "2011 Insurance Policies"). Although 

coverage is being provided to SFC and certain of its directors and officers under the 2011 

Insurance Policies for claims that were advanced or threatened prior to the expiry of the 2011 

Insurance Policies on December 31, 2011, those policies provide no coverage 01' protection to 

SFC 01' its officers and directors for new claims that are made after December 31,2011 which are 

based on new events or allegations unrelated to the subject matter of the claims that have already 

been advanced or threatened. 

227. As was the case with the 2011 Insurance Policies, the 2012 Insurance Policies provide for 

three types of coverage: (i) director and officer liability, (li) corporate liability for indemnifiable 

loss, and (iii) corporate liability arising from securities claims. The 2012 Insurance Policies 

expire on December 31,2012 and exclude coverage for directors' liabilities for wages. There are 
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also other exclusions and limitations of coverage which may leave SFC's directors and officers 

without coverage under the 2012 Insurance Policies, Depending on the circumstances of any 

particular claim, the insurers which have issued the 2012 Insurance Policies may deny coverage 

on the basis that the 2012 Insurance Policies exclude such other claims, that coverage limits have 

been exhausted by claims made against the 2012 Insurance Policies, or that the matters reported 

fall within the coverage provided by the 2011 Insurance Policies (which are already responding 

to a number of significant claims that have the potential to exhaust or exceed the applicable 

limits), Finally, there is no guarantee that SFC will be able to renew the 2012 Insurance Policies 

when they expire at the end of the year, 

228, Contractual indemnities have been provided by SFC to its directors, SFC does not have 

sufficient funds to satisfy those indemnities should the directors of SFC incur obligations and 

liabilities in that regard after the commencement of these proceedings, 

229, The Directors' Charge is necessary so that SFC may benefit from its directors' experience, 

knowledge and ability to guide SFC's restructuring efforts, It is critical to the restructuring 

efforts that SFC's directors remain with SFC in order to assist SFC in achieving the Restructuring 

Transaction to benefit SFC's stakeholders, 

230, As such, it is proposed that the priorities of the Administration Charge and the Directors' 

Charge be as follows: 

(a) First - Administration Charge; and 

(b) Second - Directors' Charge, 



62 73 

231. Based on the books and records of SFC, and to the best of my knowledge, there are no 

secured creditors who are likely to be affected by the Administration Charge 01' the Directors' 

Charge. 

F. Postponement of Annual Shareholders' Meeting 

232. As previously mentioned, SFC is a public company under the CBCA. I am advised by 

Gary Solway of Bennett Jones LLP,counsel to SFC, that, as such, SFC is required, pursuant to 

paragraph 133(1)(b) of the CBCA, to call an annual meeting of its shareholders by no later than 

June 30, 2012, being six months after the end of its preceding financial year which ended on 

December 31, 2011. Accordingly, SFC is required to call its annual general meeting no later than 

June 30, 2012. SFC's annual general meeting has typically been held in the month of May. 

233. However, the management of SFC and other Sino~Forest Companies are presently 

devoting their efforts to stabilizing the business with a view to implementing the Restructuring 

Transaction in accordance with the terms of the Support Agreement. 

234. Preparing the proxy materials required for an annual meeting of shareholders (which must 

be prepared well in advance of any meeting so that they can be mailed to shareholders in 

advance of the meeting) and holding the annual meeting of shareholders would divert the 

attention of senior management of the SinowForest Companies away from implementing the 

Restructuring Transaction, would require significant financial resources, and could impede SFC's 

ability to achieve a restructuring under the CCAA. 

235. In addition, pursuant to section 155 of the CBCA, SFC is required to place before the 

annual meeting financial statements of SFC fora period ended not more than six months prior to 
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the date of the annual meeting. SFC has been unable to complete its financial statements for the 

reasons already discussed. 

236. I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, that, under 

subsection 106(6) of the CBCA, if directors are not elected at an annual meeting, the incumbent 

directors will continue to hold office until their successors are elected. 

237. Certain financial and other information is and will continue to be available to the public 

through SFC's court filing which will be easily accessible on the proposed Monitor's website 

(http://cfcanada.fticonsuIting.com/sfc). Consequently, the failure to hold an annual general 

meeting within the time prescribed by the CBCA will not d~prive shareholders of access to the 

financial information of SFC that is publicly available from SFC. 

238. Under the circumstances, I believe it is impractical for SFC to call and hold an annual 

meeting of shareholders during this CCAA proceeding. 

G. Foreign Proceedings 
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239. SFC is seeking in the Initial Order to have the Monitor authorized, as the foreign 

representative of SFC, to apply for recognition of these proceedings, as necessary, in any 

jurisdiction outside of Canada, including as "Foreign Main Proceedings" in the United States 

pursuant to Chapter 15 of the u.s. Bankruptcy Code (the "Chapter 15 Proceedings"). The initial 

effect of the Chapter 15 Proceedings would be to give effect to the Initial Order in the United 

States. 
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H. Financial Advisor Agreement 

240. It became clear to SFC at the beginning of September 2011, that it would greatly benefit 

from the expertise of a financial advisor. Accordingly, SFC invited four reputable global 

financial advisory finTIs to make presentations for the role on or about September 14, 2011. 

Houlihan was selected as SFC's first choice as a result of, among others, its significant 

experience in debt restructurings, its strong presence and reputation in both the North American 

and Asian markets, and its strong standing with the global noteholders community, especially 

those event driven funds which customarily playa leadership role in these situations. 

241. On or about September 26, 2011, Bennett Jones LLP, as counsel to SFC, entered into an 

agreement with Houlihan relating to Houlihan's provision of financial advisory and investment 

banking services to SFC. That agreement was amended and replaced by an agreement dated as 

of December 22, 2011 (the "Financial Advisor Agreement"). A copy of the Financial Advisor 

Agreement is attached as Exhibit "CC". 

242. The Financial Advisor Agreement provides, among other things, that if SFC commences 

any proceedings under the CCAA or similar legislation or statute, SFC will promptly seek to 

have the Court appl'Ove (i) the Financial Advisor Agreement, and (ii) Houlihan's retention by 

SFC under the terms of the Financial Advisor Agreement, including the payment to be made to 

Houlihan thereunder. As such, the draft Initial Order provides for such approvals. 

243. It is my belief that Houlihan's significant restructuring experience and expertise in the area 

of debt restructuring has greatly benefited SFC. The proposed Restructuring Transaction would 

not have been achievable without the advice and assistance of Houlihan. Houlihan was also 

instrumental in assisting SFC in obtaining the waiver agreements described herein. 
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244. Houlihan has spent approximately seven months working closely with senior management 

of SFC and its other advisors. Houlihan has greatly assisted SFC in its restructuring efforts to 

date and has gained a thorough and intimate understanding of the Sino-Forest business. If SFC 

was deprived of the benefit of Houlihan's continued advice and assistance and was required to 

retain a new financial advisor, it would likely take a significant period of time for such a 

financial advisor to acquire a similar working knowledge of the business and would make it 

extremely difficult, if not impossible, to implement the Restructuring Transaction in the currently 

contemplated time frame. Thus, I believe that the continued involvement of Houlihan is 

essential to the completion of the Restructuring Transaction. 

245. It is also my belief that the quantum and nature of the remuneration provided for in the 

Financial Advisor Agreement is fail' and reasonable. Specifically, the restructuring fees payable 

to Houlihan are only payable if a restructuring transactioN is completed and the quantum of those 

fees is dependent on various factors intended to measure the success of the restructuring. 

XI. 13 WEEK CASH FLOW FORECAST 

246. As set out in the cash flow forecast attached as Exhibit "DD", SFC's principal uses of cash 

during the next 13 weeks will consist of the payment of ongoing day-to"day operational 

expenses, the costs associated with the ongoing investigation into the MW Report, the costs 

associated with respondiRg to demands from the OSC, HKSFC and RCMP for information, and 

professional fees and disbursements in connection with these CCAA proceedings. 

247. As at March 29, 2012, SFC had approximately $67.8 million available cash on hand. 

SFC's cash flow forecast projects that, subject to obtaining the relief outlined herein, it will have 

sufficient cash to fund its projected operating costs for the next 13 weeks. 
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XII. CONCLUSION 

248. I run confident tht1-t gnmting the Initi61 Order ~l1d Sa-Ie Process .order sought by SFC is in 

the best interests of SFC and ita stakeholders, SFC requires the stay of proceedings to pur.sue 

and implement the Res·tnlOttltil1g Tmnsaction in an attempt to complete a going concern 

rcstruohu'-ing of itl3 businesses, The Ad Hoo Noteholdel's support this 6ppUc~tlon and SFC's 

pursuit of the Plan in this CCAA proceeding. 

249. Without the stay of pl'oceedingll.and the opportnnity to effect the Restl'uctUl'ing Transaction 

(including the Sale Pl'ocess)1 Sino,Fol'est faces a possible cessation of going concel'n opel'atiops, 

the liquidation of its 6ssets, and the loss of employment for a significant number of employees 

worldwide. The gml1ting of the requested ,stay of proceedings will allsistan orderly restl'uoturing 

ofSFC. 

SWORN BEFORE ME at the City of Hong ) 
Kong, Special Administrative Region, ) 
People's Republic of China, this 30th day of ) 
Mm'ch, 2012 ) 

) 

Solicitor, Hong Kong SAR 

W. Judson M~lI'tiJ1 
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JUSTICE MORA WBTZ 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

'COMMERCIAL LIST 

) 
) 
) 

FRIDAY~ THE 30th 

DAY OF MARCI-1~ 2012 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGElvIENTACT, R,S,C, 1985,0, C"'36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SmOHFOREST CORPORATION 

INITIAL ORDER 

THIS APPLICATION, made by SiM~FQ1'est COl:P01'fl.tion (thl,'} HApplipantll\ p1;J.rsuant to 

the Companies' Creditors Arrangement Aot, RoSie, .1985, c, CH 36, as amended (the HCCAA") 

was heal'd this day I;l.t 330 Univel'sity Avenue, Toronto, o l1tad ° , 
ON READING till;) affidavit of W, Judson Martin Swo1'!1 March 30~ 2012 'and th~ Exhibits 

thereto (the HMm'tin Affidavit") and the Pre-Filing Report of the Pl'oposed MonUol', PTI 

Consulting Oanada Ino, C~FTP') (the IIMonitol"S Pl'e,.,Fl1illg Repol'f')J and on being advised that 

thel'~ a1'l;)l1O 'secm't,;)d ol'editol'S who nre 1l1\iely to be afft,;)oted by the oh~11'ges oreated herein, and on 

hearing the submissions of oounsel for the Applicant, the Applioant's direotol'S, FTI, the ad hoc 

oommittel,'} of hQlders of notes lSS1,led by the Applicant (the HAd Hoo "Noteholdtll'S")~ and 110 one 

else appefl.1'ing for any other 'party, al').d on reading the oonsent ofFTI to aot as the Monitol\ 
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SERVICE 

1, THIS COURT ORDERS th!:lt the time fOl' sel'vioe of the Notloe of Applloativ>n, the 

App]loation Reoord and the Monitor's :Pre~Fillng Report is hereby {;1.bl'ld.ged 'f1nd validated so that 

this ApplicaHon is propedy returnable today and hereby dispenses with further servioe ther00f, 

APPLICATION 

2, THIS COURT ORDERS AND DECLARES that the App'llo!3.nt Is !3. o0mpany to whioh 

the CCAA applies, 

P.LAN ;OF ARRANGEMENT 

3, 'THIS COURT ORDERS that the Appliotlnt shall have the ~mthol'lty to file 'cmd may, 

subjeot to :B . .l1thel' 0'1'del' of this CO\"11't, flle with this Court 1:1 plan of (lompl'omise or a1'l'al1gememt 

(hereinafter l'tyfel'l'ed to as the 'HPlall"), 

4, THIS COURT ORDER~ that the AppHoant shall be entitled to seek any f1l1oilhwy or other 

relief from this Court in respect of any of its subsldial'jes in conneotion with the Plan 01' 

otherwise ill res.peot of these prooeedings, 

POSSESSION OF PROPERTY AND OPERATIONS 

.5, TI-IIS COURT ORDERS that the Applicant shal1l'emain in possession and oontl'ol of its 

C\:Il'l'ont and fut\.lre assets, unciel'taldngs and p~'~pel'Ues of eye~'y nature and kind whatsoev01', and 

whel'ev.el' situate including all proceeds thel'eof (the IIPropel'tyH), SubJect to 'fUl'thel' Order ofthis 

Court, the Applicant: shall oontinue to· ·carry on business in 'a manner consistent with the 

preservation of its hlwiness (the "BllsinessH
) and Property, The Applioant .shall be autho1'lzed 

and empowered to oontinue to retain and employ the employees, oo.nsultants, .agents, experts, 

acoountants, oounsel and s\.1Oh other peN1011.S (colleotively IIAssistantsll)ou1'1'entJy l'eta1i1ed 01' 

employed by It, with llbel~y to retain suoh fm'thel' Assistants 'as 'it deems reasonably necessary Ol' 

desimble ill the o1'dil1al'Y oourse of bus'iness 01' fot' the O~U'l'yil1g out of the terms of this Ol'der, 

6, THIS COURT ORDERS that the Appli,oal'lt shall be entitled :[)ut not required to pay the 

following expenses, whether inoul'1'eci prio1' to 01' aftel' this Ordel': 
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(a:) all 'outstanding~nd future wflges) salaries, employee a,nd pension benefits, va,oatlon 

pay and expenses payable on 01' afiel' the date of this Ol'del'> in ,eaoh caseinc'U1'l'ed in 

the ordinary OOUl'se of business and consistent with ,existing oompensation 'Polioies 

a1:1d at'l'aLlgements; 

(b) the fees and disbursements of m~y Assistants l'etained 01' employed by the Applioant 

in l'espect ofthes0'jJl'ooeedings, at theil'standal'd rates and chal'ges; 

(0) the fees and disbUl'sements of the dh'eotOl's and 'oounsel to the directors, at their 

standfl,l'd rates B.nd 'ohm'ge,s; and 

,(d) g,uoh otlWl' mUOl\11ts as are set out in the MB.l'oh 29 Forecast (as defined in the 

Monitor's Pl!e-FiHng Report and attache,lo as Exhibit "DD" to the Mf.1l'tln Affidavit), 

'7, THIS ,OOURT ORDERS that) exoept f1.S othel'wise pl'ovided to the oontl'fl,ty bel'eln, the 

Applicant sh!:1U be entitled but not l'eq1>lil'ed to pay all reasonable exp.enses incul'l'ed by the 

Applicant in oal'l'ying '011 the Business 11:). the or.dlnal'Y COUl.'se after this Order) and :in cal1'ying ,ont 

the pl'ovisiollS ofthls OrGel') which expenses shall inolude, without lilnitation: 

(a) all expenses and capitfll expenditures l'ensonably neoessary 'fOl' the Pl'f;lS(;)l'Vation of the 

Pl'opel>ty 01' the Business inoludin,g) without limiMlo.n, payments on acoount of 

l11S1,J1'MCe (including 'diroctors ancl offioel's ins'Ll1'tll1o('}), mail1tenal:1Ce €\.11d security 

servioes; and 

(b) pftyment fo.l' goods 01' sel'vices aotMlly su,ppJ:ii';}d tQ the Applloant follow.ing the date of 

this Ordel', 

8, THIS COURT ORDERS that the Applioant shall l'emit, in accol'dance with l~gal 

l'equil'e11'l,(;)nts) 01' pay: 

(a) any statutol'y deemed trust amounts In favour of the Crown in right of Canada 01' of 

any Pi'ovinoe 'thel'eof 01' any other taxation authority which are required to be 

deducted from employees) wages l including, wi1hout limitatio:n~ an10~mts in respect o,f 

(1) employm,ent il1SUl'al1Ce, (ii) Canada Pens'ion PlaJ1, {iii) Quebec Pension Plan, and 

(iv) inoome'taxes; 

82 



, ' 

4 

(b) all goods and servioes 0.1' o.ther applloable ,sales taxes (oollective-ly, IISales Taxes") 

required to. be remitted by the Applioant 'in oonneotion with the sale of goods and 

,services by the Applicant, but o.nly where ,stIch Sales 'faxes are 'aoorued 01' colleoted 

after the date o.fthis Order, 0.1' whe1'0 s~loh Sales Taxes were acorued 01' colleoted pl'iol' 

to. the date of this Order but no.t l'eq'\;li'J'ed to. be remitted until o.n 0.1' after the dE1-te of 

this Ol'der; and 

(c) al1yamount payable to. the Cro.wn.in rIght o.f'Canada 0.1' of any Pvo.vince thereo.f 01' 

any politioal subdivision thel'0of o~' any other taxatiol1authol'ity in 1'espect of 

municipal realty, municipal business 0.1' ethel' taxes, assessments 0.1' levies of finy 

11ature 01' kind whioh al'e entitled at law to be paid In priority to. claims of seoul'ed 

cl'<lditOl's ,and which ~l1'e attl'ibutable to. 01' i111'espect of tht;) cal't'Y'ing on of the Business 

by the AppUcant, 

9, THIS COURT ORDERS that until a real pro.perty lease is disclaimed 01' l'es'iliated in 

aoool'dance with the' CCAA, the AppUcant shall pay all ,mnOUl1ts co.nstituting 1'ent or payabl\') as 

rent ;\.mdel' real pl'Opel1:y leases (inoh.lding, fOl' gl'eatel' oertainty, COlnmon at'ea lnaintemmoe 

oharges, utilities 'and realty ta:xles and any othel' amounts payable to tlw landlord under the lease) 

01' ,as othel'wlse 11'l.ay be negotlated between the Applioant and the landlord from, time to time 

('IRentH), fOl' the period commenoing from and including the date of this 01'Oel\ twiot;)"l1'l.onth'ly in 

'equt;l.l payments 011 the first and fifteenth ,dfl;y of eaoh mOllth, in advanoe (but J,'l.0t in Url'eal's), On 

the date of the first of SllOh payments, t;l.ny Rent relath~g to. the pel'lod commencing it'om and 

inoluding the date of this Ord01' shall also be paid, 

,1'0, THIS COURT ORDERS that, exoept as specH10aUy permitted he1'ein, thl;} Applloant is 

hereby clh'eoted, until further 01'der o.f this Co.urt: (a) to. mt1ke no payments o.f pl'i1'l.oipal, Interest 

thereon 01' othelwise on aocount o.f,amounts owing by the Applioant to any o.f its ol'editol'S a,s of 

this date; (b) to grant no seoul'i\y intel'ests, trust, liens, ohal'ges 01' 0110mnbl'ances upon 01' 'i11 

l'espect 'of filly O'f its Property; and (0) to not gl'E\.nt ol'ec'lit 01' i110m' Ut;l.bilities exoept in 'the O1'dimwy 

OOl..l1'se oftbe Business, 
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RESTRUCTURING 

11. THrS COURT ORDERS that the Applio~l1t shall, subjeot to suoh l'equirer:nents as are 

In\posed by the CCAA B..l1d such oovenants as may be oontained in the SuPPOt't Agreement (as 

defined below), h~ve the 1'ight to: 

(a) permanently 01' temporal'lly cease~ downsize 01' shut down any of its business 01' 

operatio.ns, and to disp01:l0 of l'ed~mdant 01' nonwmatel'ial aSS<;lts not exoeeding 

US$500,000 in al1y one transaction 01' 08$1 1000,000 in the 'aggregate~ 

(b) tel'J11inate the employment of suoh of its 01'11ploy0es 01' tempoI'adly. layoff suoh of its 

employees as it deems a,ppropriate; and 

(0) P'lll'sw;>:all avemles ohd1nancing of its BtJSiness ai' Property, in whole 01' part, stlbJ(;)ct 

to p1'iOl' 'approval of this 'COU1't being obtained before any mat(;')t'iall'efinalloing 

all of the 'foregoing to permit the Applicant to' prooec;ld with Em orderly restl'uctU1'ing of the 

Business, 

12, THIS COURT ORDERS that the Appl'ioant shall provide eaoh of the relevant landlords 

with notioe of the AppJioant',s intention to l'enwve any fixt1u'es from any leased premises at 'least 

seven (7) clays 'prior to the date of the intended removal. The l'elewmt hU1dlol'd shaH be entitled 

to have a l'epl'esentative present in the leased premises to observe suoh removal and, if the 

land101'd ,disp\ltes the Applloant',g ,el1tltlenwnt to l'emove any s1.10h fixtm'0 \.m,del' the pl'ovisiol1s of 

the lease, 'such flxt\,J.l'e sha111'<mmin on the pl'emises and sh~ll be dealt with as fl-gl'eed between any 

applioable seemed c!'editol'S, suoh landlol'd and the Applioant, m' by ml'thel' O~'del' of this Court 

upon applioatio.n by the, Applioant 011 at least two (2) days tlotio(;') to suoh h1l1dlol'd Efl1d any suoh 

S0(,'iUl'00 Ol'edltC>l'S, If th<:> Applioant disolaims 0.1' resUlates the lease gove1'Uh~g such leased 

premises in aoool'dm).oe with Seotlon 32 of the CCAA, it shall .not be required to pay Rent undel' 

suoh lease pend.ing resolution of any such dispute (othel' thf:1.l1 Rent payable fol' the 11otioe pel'led 

provided for in. Seotion 32(5) ofthe CCAA), and the disclaimer 01' l'esiHation of the lease shall be 

without prejudice to the Applicant's olaim to the fixtures in dispute, 

13, THIS COURT ORDERS that if a notiot;l of disolahmw ol',l'esiliation is deliV61'ed pUl'suant 

to Section 32 of the OCAA, then (a) during the notice period prio!' to the effeotive time of the 
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disol~imel' 01' L'esillatiol1) 'the landlord may ,show the affected le~sed premises to prospeotive 

tenants d~lring normal business hO~l1's) on giving the Applioftl1t and the Monitol' .24 ho1.1:1.'s) prlol" 

written notioe, anq (b) ~t the effeotive time oftlw d1solaimel'Gl' l'esiliatiol'l) th!;ll'elevant landlord 

,shal'l be entitled to take possession of any ,s~wh leased premises without waiver of or pl'ej~ldice to 

any claims 01' rights suoh landlord l'J.'),ay have ,against the Applioant 1n l'espect of suoh lease or 

leased premises and such landlord sh~ll1 he entitled to notify the Applioant of the 'basis on which 

'it ts taking possession and to guin possession of and re·lease .suoh leased pl'emises to any third 

party 01' parties 011 suoh tel'ms as suoh landlO1'd 00118io131's advisable, provided that nothing h~wein 

,S11t\.l1 relieve suoh Iandlol'd of its obli,gation to mitigate any dalUfl.ges claimed in oonnection 

'thel'ewith, 

Rms'rRUC'JlURING SUPPORT AGREEMENT 

'lA, THIS COURT ORDERS that the Applioant and the Mon'ito!' are authorized and direoted 

to engage in the follow.ing pl'oceci1;ll'es to notify noteholdel's of the 1'0stnlcturlng ,S\~PpOl't 

agreement dated as ,of Maroh 30, 2012 (the IISUppOl't AgA'eement ll
) between, aXl.1ong others, the 

Applioant and ,oertain noteholdel's (the IIInitial Consenting Noteholdel'sll), appended as Exhibit 

"B" to the Martin Affidt;wlt, to enl;\,ble any additional.noteho.ldel's to exeoute ~ Joindel' Agreement 

in the form attfl,ohed ,as 80hedule lIe" to the ,SUppolt Agreement 'and to beoome bound thel'eby as 

Consenting Notoholdel's (as defined 111 the SUPPOl't Agl'eel1lOnt): 

(a) the Monitor shall without delay post a copy of the S1.lPPOl't Agreement on its website 

at http:l.lofoanada.Jtioonsulting,'oom/sfo (the "MQnitol"s Websitell)~ and 

(b) the notice to be published by the Monitol' p~11'SUal1t to pm'ag~'aph 51 'of this Ql'del' 'shall 

inolude a statement in fOl'111 and substance aooeptable'to the Applioant> the Monitor 

'an.d oounsel to the Ad Hoo Noteholdel's, eaoh noting l'easonahly, notifying noteholdel's 

'of the SUppOl't Agl'ee-n1ent and of the deadline of 5 :00 p,m, (T01'0l1tO time) on May 15) 

20'12 (the "Consent Date") by which any noteholdel' (other than an Initial Consenting 

Noteholdel') who wishes to become ,entitled to the Early Consent Consideration 

PU1'S@11.t to thl;) ,S'UPPOl't Agl'eem.ent (if suoh Early Consent Consloe1'atio11 beoo11'l.es 

payable pursuant to the terms thel'eof) 111ust 'exeoute and l'etl.ll'n the Joinder Agreement 

to the Applioant, '&1.11d shall cHl'eot noteholdl;)rs to the Monitol"S Website where a oopy 

of the SUPP01't Agl'eeml;)nt ,(inoluding the Joinder Agreement) can be 0 bta.ined, 
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15. THIS COURT ORDERS that any noteholdel' (other than an Initial Consent1ng 

Noteholc1el') who wishes to beoome a Consenting Noteholdel' and become entitled to the Early 

Consent Consideration (if sl.lOh Ba1'ly Consent ·Oons:klel'atioll beoomes payable PUl'Stlal1t to the 

terms thereof, and subjeot to such noteholdel' dell'l.Onstrating lts holdings .to the MonitOl' 'in 

aooOl'dance with the 'Support Agreement) must exeoute a .T oll1del' Agreement and l'etul'l'), -it to tlw 

Applicant and the Noteh.oldel' Advisors (as cie:fined be.low) in aooordanoe with the instl'1..lOtions ·set 

01..1t in the S'\.lPpOl1 Agreement such that it is received by the Applioant 'and the Noteholder 

Advisors prior to the Consent Deadline and, UpOl1 flO cioing, suoh l1oteholdel' shall beoome ·a 

COllsenting'Noteholdel' and shall be bm.m.d by the term.s oHhe SUppol't Ag~'eement, 

1<5, THIS COURT O·RDERS that as soon as pl'actioable after the Consent Deadline., the 

Applioant shall pl'ovlcic;l to til\? Monitor oopies of all 0X!;}outed Joindel' Agl'eem.ents reoeived from 

l')ot~holdel's pdo!' to the Consent Deadline, 

NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY 

17. THIS COURT ORDBRS that until and inoluding Al'1'1.129, 2012~ 0.1' suoh latel'·df:lte as this 

Comt mayol'del' (the IIStay Petilod")~ no proceeding 01' 'enfo1'oement 'prooess in any OO\11't ,01' 

tdbunal !( eaoh, a "Pl'Qceedlng") shall be o011unenoed ol'oontil1ued against 01' In respect of the 

Applloant 01' 'the Monitor, 01' affeoting the B1..1Sil').l;lsS 01' the Prop c;wty , exoept wJ.th the written 

COl1se.nt of the Applioant and the Monito)', 01' with leave of this ·COU1't., and any and all 

Proceedings .currently under way against 01' in respect of the Applicant 01' affeoting the Business 

01' the Pl'Opel'ty ate hefeby stayed and s'\.lspellded pending further Ol'd(;)l' of this Court, 

18, THIS COURT ORDBRS that 'until and inoluding the ·Stay Pedod, 110 Pllooeeciing shall be 
commenced or oontinued by flny l1oteholdol', indenture tl'ustee 0-1' seoU1'ity trustee (each in l'espeot 

of the 'notes iSSl.led by the Applioant, oollectively, the "Noteholde~'s") against o~' in l'espect of any 

of the Applicant's s'ubsidial'i-es l'istecl 011 Sohed~lle '''A" (eaoh a "Suhsid1a\'y -Gmwantol'\ and 

ool1eotlvely~ the "Subsldifl.l'Y Gual'antOl's"), exoept with the Wl'ittell 'oonsent of the Appliofl.llt and 

the Monitor, 01' with leave of this COUl1:, and any and all Pl'ooeedings Otl1'l'elltly undel' way 'by a 

Noteholdel' against 01' h~ respeot of any Subsidiary Guanmtol's Ewe hel'eby stayed .and suspended 

pending fUlther Order of this Cotu1:. 
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NO EXERCISE 'OF RIGHTS 'OR REMEDIES 

19, THIS COURT ORDERS tlw,t during the Stay Pel'lod, all rights and remedies of any 

individual, fim1, corpol'ation, gOY0l'A'l.tn0ntal body 01' agenoy, 01' !'I1~y other entities (ttH of the 

fOl'egoing) ooHeotively being "Persons!) and eaoh being a "Person") etgainst 01' in respeot of the 

Applicant 01' the MonitOl" 01' affeoting th(;) Business o~' the Property, ,~we hereby stayed and 

s\Jspended and shall not be commenoed, pl'0oeeded with '01' oontlnu<7d, exo<;lpt with the written 

oonsent of the Appliotl-l1't 'and the MonitOl', 01' leave of this Court, provided that nothing in this 

01'del' 'sha11 (1) empowel' the Applioant to CtH'l'y 011. any business whlch the Applioant is not 

lawfully entitled to ca1'l'Y on, (H) affect suoh investigations, tlctions, suits 01' p~'oceedings by a 

1'egulatory body as are pel'l'nitted by Sc;lction 11:l of the CCAA" '(HI) p1'6wnt th~ flHng of any 

~'egistl'ation to prese1'vo 01' pei'feot a seourity int~west~ (Iv) prevent the l'egistl'atiol1 of a ·clait11 for 

lien, 01' (v) prevent the exeroise of any tCl'111inatiol1 l',ights of the .consenting Noteholders unde1' 

the Sl,lPpo1't Agl'eement, 

20, TI-IIS COURT ORDERS that d\.ll'ing the 'Stay Pel'ioci, all l'i.ghts Iilnd lIl',1medle8 of the 

N0xeholdol's 'against 01' inl'espeot of the S\.lbsidim'y OUal'antol'S are hel'eby stayed and suspended 

al1d shall not be commencGd, prooeeded with 01' oontinued> except with the w1'ltten oo11sen' of the 

Applioant and the Monitor, 01' lean of this COl,J1't, ,pl'ovlded that nothing in this Ol'del' shall (i) 

empower any Subslclial'Y Gual'anto~' t0carry on any hlsiness which 81,10h Sl,.lbsidimy Quai'antol' is 

11l,ot lawfully entitled to carry Oli, (U) affect such investigations, aotions, suits 01' pl'oooe>ciings by a 

l'og\.ilatol')' body as are pel'mitted by Seotio11 11,1 of the CCAA, (ill) .prevent the flUng of any 

registration. to preserve 01' pel'fect a s()cul;lty interest, ,01' (iv)pl'event the l'egistratiol1 of a ·ol'ah'l.'), fOl' 

lien, 

NO INTERFERENCE wrrn RlGHTS 

21. THIS COURT ,ORDERS that during the Stay Pedod) no Pel'son shall discontinue, fa.il to 

h0110U1\ altel'~ intel'fel'e with., ,l'epudiate, tel'minate 01' oc;lase to 'pel'fol'm 'anyl'ight, l'enewal dght, 

oonti'aot, agreement, lioenoe '01' permit in favou1' of 01' held by the Applicant> 'except with the 

wl'itten ·consent of the Applioant and the MO'l:J.itOl" Dr leave of this 'Court, 
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CONTINUATION OF SERVICES 

22, THIS COURT ORDERS that ClLll;lng the Stay Pe1'iod, 'all Persons ht\ving oral ,01' wl'itten 

agl'eements with the AppHct\l1t. or stattli:Q.1'Y or regulatol'Y mandates fol' the s1"lpply of goods and/or 

sel'vioes, inoluding without limitatiol1 all oompute!' so:ftwal'e~ oommunication anci othel' da.ta 

servioes, oentralized banking sel'vioes, payroll services, instmmoe, tl'anspol'tationS61'vioes, utility 

01' 'othel' servioes to the Business OJ' the Applioant, ~\t'o he1'oby '1'ostrnined Lmti11\l1'thel' Ordo1' of this 

Court fl'om disoontinuing, altering, interfering with 01' terminating the supply of s't.lOh goods 01' 

servioes as may be required by the Applioant 01' exercising any 0the1' remedy pl'ovided under 

suoh agreement 01' tWl'angenwl1ts, and that the Applim1l1t shall be 'entitled to the oontinued 'use of 

itscUl'l'(;)l1t promi-ses, telephone l1Umbel~s~ facsimUe l1umbel's, internet addl'esses and domain 

names, provided in each case that the 1101lma1 pl:ioes 01' ,ohal'ges fOl' all such goods 01' s~l'vices 

l'eoeivedaftetl the date of this Order are 'p(:1.1d by the Applicm'ltin aocordance with 'normal 

pl;lY111ent pl'aoticos of the Applloant ,or 'such other p1'aotices ,as may be agi'eect upon by the .Blwplier 

01' sel'vioo pl'oY'idel' and eaoh of the Applioant and the Monitot', 01' as may 'be Q1'dered by this 

'Court, 

NONwDEROGA1.~ION OF RIGHTS 

23, THIS COURT ORDERS that, ,notwithstanding anything else in this Ol'del" no Person 

shall be prohibited from requl1'lng immediate paymel1t foi' goods, S01';..rioes, use of lease 01' 

lioensed pl'operty ,01' othel' valuable oonsideration provided on or after the date of this Order, nOl' 

:sha:ll any Pel'son be undet' any obHgatlQn on 01' after tho date of this Ol'der to advanoe ,01' 1'e .. 

advance any monies 01' otlumvvise extend any ol'ed'lt to the Applioant. Nothing in this Ordel' .shall 

derogate fl'0111 the,llights Oo.nf01'red and oblig~tions .imposed by the CCAA., 

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS 

24, THIS COURT ORDERS that dUl'Ing thf) Stay Per,iod, and exoept as perl'l.1itted by 

subseotion 11..03(2) 0f the CCAA~ 110 Prooeeding may be oommenoed 01' continued against any 

of the fOl'lnel\ OU1'1'ent 01' futu1'e dil'ect01'S 01' offloel'S of the Applioant with l'esl~ect to any olaim 

against the dil'ectOl's 01' offioers that al'ose befolle the date hereof an.d that relates to any 

'obllgations of the AppHoant whol'eby the dll'eotol'S 01' 'offioers aile alleged \1l1deral'lY law to be 

liable in theil' capaoity a~ db-eotol's o~' offloel'R fOll the payment '01' pel'fOl'manoe of suoh 
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obligations, lmtil a oompl'om.lse 01' 'at'l'al1gC1').lent In l'ellpeot of the Applioant, if m'lO is filed, is 

sanotioned by thill 'Court 01' is ,refused by the affeoted creditol'll ofthe Applicant odhia CO\,lrt, 

DIRECTORS' AND OFFICERS' IND'lliMNIFICATION AN)) CHARGE 

25" TI-IIS COURT ORDERS that the Applicant 'shall (I) indeml1'l:t' its direotors and offioCllS 

against obligations and liabilities that they may incUl' as dil'f;)otOl'S or off1cel~s of tl1e Applicant 

tVfiel' the oommenoemf;)nt 'of the within. pl'oceed1ngs, and (U) make payments of amounts for 

whioh its dh'ectol's and offioellS may be liable as obligations they may lno\,\l' as C1il'eotol~s 01' 

o1'fice1'8 of the Applicant arie1'the oommenoement of the within pl'ooeedh:).gs~ exoept to .th~ 'extent 

that, with l'cspeot to any offioe!' 01' dh'eotol" the:> o'bHgatiol1 01' liability was Incu1'red as a result of 

the,di1'6otGl"S 01' offioer's gross negligence or wilfulmisoonciuot. 

26, THfS COURT ORDERS that the dheotol's and officers of the Applicant shall be entitled 

to the benefit of and ~l1'e 'h.ereby gl'allted a ohal'.ge (the'IIDh'eotol's' Chal',geH
) on the Property '( othel' 

thal1 the Applicant's assets whioh me s\,~bJect to the Pel'sonal Pl'Opel'ty Se01>ll'ity Aot ~'egistl'ations 

,on Schedule nB" he1'eto (the "Exoh.ld<ld Pl'Op<ll'tyn)), whioh oharge shallllot exoeed an aggregate 

amount of $3,200,000" as secu1'lty :fol''the il1del1'mlty provided hI pm:ag!'aph 25 0fthis Ol'del', 'The 

Dil'ectol's' Ch~1-1'ge shall have the priority set out in pal'agraJ?hs 3,8 and 4'0 h61'ein, 

27, THIS COURT ORDERS that, notwithstandh~g 'any language in any 'applicable i11S1.11'!mCe 

polley to the oontnu'y, .(a) no insure!' shall 'be entitled to be sub110gated to 01' olaim the benefit of 

the Dil'eoto1'S' Ch~wge, ,and (b) the Applioant's 'direotors and o:P.floers sht).l1 only be entitled to the 

benefit of the Dil'ectol's' Chal:ge to the extent that they do not 'haVe> oov0l1age 'Uuder any dil'eoto~'s I 

and offlo01's' insuranoe polioy, 01' to the ex.tent that ,suoh ooverage is il1suffio.ient to pay amounts 

indemnified in Moot'danoe with paragraph 25 o.ollis 01'de~', 

AP,POINTMENT OF MONITOR 

28, THIS COURT ORDERS that FTI 1.s hel'eby appointed p'l-H'SUant to tile CCAA as the 

Monltol" an offioel' of this ,CO\,l11:, to. l'Xl,onl'tol' the business and finanoifil 'affait's of the Applioant 

with the powel's Ql1d obligations set out ill the CCAA 0.1' set forth he1'ei11 £1l1d that the Applioant 

and its shat'eholders, o'ffioel's, C111'60t01'8, 'and Asslstal1tsshdll Etdv.ise the Monitoi' of all matel'iaI 

steps 'taken by the Applioant PU1'S1.:lant to this Ordel') and shall oo"opel'ate fully w.lth the Monitol' 
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in tho exeroise of its powers and dischm~go of its obligations .and pl'ovlde the Monitor with the 

assistance that is neoessary to enable tho Monito1' to adequately ca1'l'y O\.lt the Monitol"S funotions. 

29, THIS COURT ORDERS that theMonitol',in addition to its presoribed rights and 

ohBgations under the CCA.A, is hel'eby directed and empowered to: 

(a) monitor the Applioant's receipts and disb1:l1'semel1ts; 

(b) ~'epol't to this Court at such times and intervals as the Monitor may dr,:len,l appropriate 

Wit11 respeot to 11'l,attel'S relating to the Property, the Business, 'and suoh other matters 

as may be )'elevant to the prooeedings herein; 

(0) ·advise the Applioant .in .its pl'eparation of the Applioant's cash flow statements, €IS 

requh'ed fron1 time to time; 

(d) advise the Applicant in its development of the Plan and any amendments to the Elan.; 

'(~) assist tho Applioant, to the extent'1'equh'ed by the A,ppliof;lnt, with the holding and 

administering of Ol'~ditol'S' 01' .shareholdel's' meetings fol' voting on the Plt'l.t1, as 

applioablel 

(f) have :1:\111 and oomplete' aooess to the Pl'OP(;;wty, including the premises, bOQks, re(;)01'd8, 

data, inoluding data in eleotwnic fo~~m, and othel' finanoial doouments of 'the 

AppHof;\111 to the extent that is neoeSSal'Y to adequf;\,tely assess the Applicant's business 

and finanoial affairs 01' to pel'fol'tn its duties adsing under this Oxden 

(g) be 'at Ubel'ty to 'engage independent legal counsel o~' 81.10h othel' persons as the Monitor 

deems neoessm'y or advisable respeoting the exeroise· of its powers find pel'f01~manoe 

of its Q bligations under thisOl'der; 

(h) Cal'1'Y out and ":fulfil1 its obligations undel' the Support Agl'.eement in acoordanoe with 

its tel'ms; and 

(I) perform suoh other duties as are l'eq1;lired by this Order 0.1' by this Court from time 'to 

time. 
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30, THIS COURT ORDERS thBlt without limiting pat!a&;l'aph 29 above, in oeJ.1'l'ying out its 

rights and obligations in ·oonneotion with thIs Ordor, the Monitol' shall be entitled to take such 

l'~J;\so.l1able stops and ~lse such 'se1'vioes as it deems neoessary in discharging its powers and 

obligations, inoluding, without limitation, utilizing the servioes of 'FTI Oonsulting (I-long Kong) 

Limited ("FT! HK"), 

31, THIS COURT ORDERS th&11: tho Monitol' shall not takc;l possession of the P1'0pel'ty (Ol' 

any p11Qperty 0.1' assets of the Applioant's subsldial'les) and ,shall take 110 Pf.1.l't whf.1.ts0 eVc;ll' in the 

management 01' supel'vision of the management of the Business (01' f:l.llY business of the 

ApP'1ioant's s\\bsidiades) and shall not, by fuHi'lHng its obligations hel'eund01\ be deemed to have 

taken 01' maintained possession 01' oontrol of the Bl,\siness 01' Pl'oporty, 01' any pal't thel'e0f (01' 'crf 

any b\lstness, property at assets, 01" any part theroof, 'of any subsidiary of the AppHoant), 

32, THIS COURT ORDERS that nothing hel'oin oontained shall l'eql,iil'o the Monitor 'to 

oocupy 01' to take oont1'ol, oaro; oharge, possession Ql' management (separately al1dtol' 

oollootivoly, "Possession") of a.ny of the Property (01' any prop~rty of fl-ny ,subs1ciial'Y of the 

Apptioant) that mI:ght be ellvil'onmentally oontaminated, might be a polluta1'l.t o~' a oontaminant, 

01' tn'ight oause 01' oontribute to a spill, disoh~ll'g~1 l'oleast;l 01' .doposit of l1- substanoe oontl'al'y to 

any fedel'al, pl'Qvinoial 01' othol' law respecting tho proteotion, oonsel'vation, enhanoement, 

l'e111c;ldiatio1'l. 01' l'ehabUltation of the ollviromnont 01' relating to the disposal of waste '01' other 

oOl1tf1.minatiol1 i1101uding, without limitatioll, the Ccmadkrn Envtronm~mtClI Pt'otr;ot/on Aot, the 

Ontm1io En.v.ironmental .P1"ateotton Aot', the Ontario Water Resou1"oes Aot, N the Qntal'io 

Ocoupcrtt.onctl' flealth and Sqfety Aot and l'(;)gulations thel'eundel' (the HEnyil'ol1lnel1t~l. 

'Legislation"), provided how(wel' .that nothing herein :sha11 exempt the MonitQl' f1'Oll1 any duty to 

l'epol't or make disolosure imposed by appllo~~ble Environmental Legislation, The Monitor shalI 

not, as a result of this Order 01' f1.nything ·don0 'in pU1'suanoe of the MOl'iitol" s duties and powers 

under thls 'Ordel" be deemed to be in Possession of mil,)' of the Property (01' of any pl'0pel'.ty of any 

subsidiary of the Applioant) within the m,eaning of any En.vit'onmental Legislation, unless it is 

aotually in possession, 

33, THIS COURT ORDERS that the Monitor shall pl'ovic1e any ol'editol' of the Applioant 

wlth information pl'ovided by the Applioa.l1t in response to l'oBl-sonable requests for information 

made in wdting by such ol'oditot' f1.ddl'0Ssed to the Monitor, The Monitor shaH not have any 
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responsibility 01' liability with l'espeot to the info1'1'l.1atiol1 disseminated by it pursuant to this 

,paragl'aph, In the case of information that the Monitm' has been f;1.dvised by the Appllof.l-llt is 

confidential~ the Monitor ,shall not provide suoh fnfol'rnati0n to ol'editol'S unless ,otherwise 

direoted by thisCo\.l1't 01' on ~uoh te1'l11S as the Mordtol' and the Applioant rnay agree, 

34. THIS COURT ORDERS t'hat, in addition to the rights and pl'otections, affol'ded tlw 

Monlto!' l..mdel' the CCAA 01' as an offict:-l' of this COUlt, the MonitQl' shall 1nol,,11' no ltabilfty Ot' 

'obllgf.l-tiGJil as a result of its appointment 01' the oa1'1'ylng ont of the 1'1'ovl8ions of this 01'del'~ save 

and exoept for any gross negligenoe 01' wilfl"ll misoonduot on its 'part, Nothing in this Order 'Shall 

del'ogate from the pl'oteotions (:1..ffol'ded the M01'litor by the CCAA 01' any applioable legislation, 

35, THIS COURT ORDERS that the Monltol'~ oounsel to the MOllitol'~ oounsel to the 

Applicant, ,oounsel to thed11'ectol's~ H01.-1Hhan Lokey Capital Ino, (the IIFi1'l.allcXal Advisoi'"), FTI 

HK, oounse1 to the Ad Hoo Notohold~ws Md the financial advisol' to the Ad Hoo Noteholdel's 

(togethel' with oounsel to the Ad 'Hoc Noteholdel's, the IINoteholdel' Advisors") 8h(:1..11 be paid their 

l'<?flsomible fees emd disbul'sements, in 'el:\oh case at theil' ,standard rates and ohm'ges, 'by the 

i\.ppI·lcant, whether itl01,.1l'l'ed pdol' to o~' s'Ubseg1.-lent to the date of this Ol'del', as Pal'\: <:>f the costs 

of these pl'ooeedillgs, The Applicant is hl;ll'eby authorized and dil'ect<;ld to pl;\.y tlw aooounts ,0£ the 

Monitol', oo'Unsel fOI' the Monitor, oou11sel fOl' the Ap,pnoa11t~ oo'Unsel to the direotol's~ the 

Finanoial Advisor, FTI HK,and the Noteholdel' Advis01's on .t:\ weekly basi's 01' othelwlse in 

aeOOl'cimlOe with the .terms of their engagement letters, 

'36, THIS COURT ORDERS that 'the Monitor andHs legal oO\,l11sel shall pass thoit' aooounts 

'f~'om time to time" and fol' this pUl'P0se the ,aOOQul1tsof the Monitol' ,and its lega:t oounsel ai'e 

hel'eby l'efe1'l'<;}d to a,l'Udge of the 'Gommel'cial List ofthe Ol1tal'.io S\.1pel'iol' Court of J'Ustice, 

37, THIS COURT ORDERS that the Monitor, oo'Unsei to the Monito!', the Applioant's 

cCDul1sel, oounse1 to the di1'ectol's) the Finanoia:I AdvisOl', FTI HK~ and thC;) NQteho'1ctel' AdvisOl'8 

shall be entitled to the benefit of and al'e hereby granted (:1.. chm~ge (the "Admi'nistl'(:1..tion Ch~l1'g0''') 

011 the Pl'opel'ty (other than 'the Exoluded PI'OPOl'ty), wh10h ch~H'ge shall not exoeed an aggregate 

atnmmt'of $15,000)000 as .s('.lc1.l1'ity for theh professional fees and disb~lrsements h1CU1'l'ed fl.t th<;}i!' 

l'e~peotlve standal'd rates and ohal'ges in i'os.peot of 81.10h s<;}l'vices, both befo~'e and aftel' the 

making of this 01'Oe1' in respeot ,of these pl'oo.eedings, The Administration Chat~ge shall have the 

pl'io.1'ity··set o'Ut in pt\.l'tfgl'~phs 38 and 40 hereof, 
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VALIDITY AND PRIORITY OIr CHARGES 'CREA'fED BY Tl-IIS ORDER 

38, THIS COURT ORDERS that the pl'iol'hies of the Dil'eot01's' Chat'go and the 

Administ1'atlon Charge, as 'between them, shall be as follows: 

Fll'st ~ Administration Charge (to the l'naxirnum amount of'$15,OGO,OOO); and 

Second - Direotors' Charge (to the maximum amount of'$3,200jOOO), 

39, 'THIS COURT ORDERS that the filing, r~gistl'atiol1 01' perfeotion of. the Direotors' 

Chal'ge 01' tlw Administration Chargo (oolleotively, the HOhar,gest!) shall not be l'eqllil'ed, and that 

the Charges shEl11 be valid and enforoeable for all purposes, inoluding El-S &g&inst any right, title 01' 

lntel't~st filed, l'egistt;}l'ed, reo01:ded ot' perfeoted subsequent to the 'Charges ooming hlto existenoe, 

notwithstanding 'any such fai1'l1l'c to f11e, l'egistel\ reoord 01' perfeot, 

40, THIS 'COURT ORDERS that eaoh of the ChQ.l'ges 'shall OOl1stitnte a oharge 011 tho 

Property (oth<;w than the Exolnded Propet'ty) and shall 1'a111<. in Pl'.1ority to &11 oth~l' seourhy 

interests, t1'Usts, nens, oharges and encumbranoes, claim,s of seoured o1'editors, statutory 01' 

otherwise (oollectiv<;lly, I'Enc\.llnh'ances") in faV01.ll' of ~u~y Person, 

41, THIS COURT ORDERS that exoept as othe1wise exprossly pl'ov.1ded fOl' h01'oln, 01' as 

may be approved by this Court, the Applioant shall 'not grant any Encuni'brances over any 

Property that rank In p1'iol'ity to, ot' petri passu whh, an)' of the Chat'goB, unless the Applicant also 

obtains the pdo!' wl'itten oonsent of the Monitol', the benefioiaries ,of the Dh'cctol'S' Ch[;J,l'g~ and 

thl;) benefioiaries ofthe AdmJnistl'ation Chat'ge, '01' further Order ofthis Com't. 

42, THIS COURT ORDERS that the Charges shall not b<:l.1'endel'ed invaUd 01' unenfol'oeable 

and the rights 'and ,remedies of the ohal'geos ,entitled to the benefit of the Charges (oolleotiv:oly> 

the HChargees"» shall not othel'wis\) be Bruited 01' "im.paired in any way by (a) the pendency of 

these prooeedings and the declarations of insolvenoy 11'l,ade herein; (b) any applioation(s) for 

balllu'uptoy o1'der(s) issued pUl'SUflnt to the 'BIA, 01' fl.ny banbuptoy orde1' l11fl.de PUl'St\fl.l1t to suoh 

applio&tions; (0) the flling of ·any assignments for the gene'l1'al benefit of oj'eaitol's made 'pursuant 

to the BTA; (d) the provisions of any federal 01' ,provincial stEl-tutes; OJ.' ( e) any negative oovenants, 

prohibitions or other similat, provisions with respect to b01'l.'owillgS, inC1.lrring debt 01' the ol'eation 

'of Encumbrfl.noes, oontained in any existing loan doouments, lease, stlblease, offel' to lease 01' 
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othel' ag1'eement (oolleotively, fln l'Agl'ee1U(;mtH) whioh binds the Applioant, 'and notwithstanding 

any pl'ovls,ion to the contrary in any Agreement: 

(ft.) neither the oreation ofthe Charges nOl' the exeoution, deHvelY, pel'feotion, .1'egistration 

01' performanoe of any documents in l'espeot thel'00f shall ore ate 01' be deemed to 

oonstitute 'a breach by the Applieant of any Agl'eement to which it is a party; 

(b) none of the Chat~gees slwll have any liability to any Person whatsoever as a l'esult of 

any breaoh of any Agl'oelmmt oaused by 01' resulting from the ol'~ation of the Charges; 

and 

(0) the payments made by the Applioant pU1's:mil1t to this O:rdel' and the granting of the 

'Chal'ges~ do not and w'ill not oonstitute preferences, fraudulent oonveyances, transfers 

at l,.mdel'V&l:{u0, 'opp1'essive oonduot, 01' othel' ohallengeable 01' voidable tl'anS{il.otions 

under any applicable law, 

43, TEm COURT ORDERS thElt any Charge ol'eated by this Ol'der over leases of real 

property in Cal'lada shall ,only be a Chal'ge in the AppUoant's 'interest in such real property leases, 

APPROVAL OF FINANCIAL ADVISOR AG.REEMENT 

44, THIS COURT 'ORDERS that the letter f1.gl'cement dated as of Deoember 22, 2012 with 

respect to the ,Fina.11Olal AdvisOl' in t11e f01'm a.ttaohed as Exhibit "CC'" to the Martin Affidavit (the 

HFinanciaI Advisor Agreementll) and the retention of the Financial Advisor under th(;) tenns 

thel'eof, 'inoluding the payments to be made to the Flnam:iiu:l Advisor thereundol', m'e hereby 

approved, 

45, THIS COURT ORDERS that the Applioant is authol'ized anddil'ooted to make the 

payments contemplated in the Finanohll Advisor Agl!eeJ..'nent in :acool'danoe with the tel'n').s ~md 

oonditions thereof, 
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POSTPONEMENT OF ANNUAL GENERAL MEETING 

46, THIS COURT ORDERS that the Applioant be and is hereby l'l;)lieved of any obligati<m to 

oall and hold an ~ml1\ml mr,;leting of .its shareho'ldel's'l..l11.til ftwther Order of this Court, 

FOREIGN PROCEEDINGS 

47, THIS COURT ORDERS that the 'Monitor is hel'eby authol.''ized and empowered to aot as 

the .fol'eign representative in respeot of the within pl'oceediI'l.gs fOl' th<:> purpose of having thesr,;l 

,p~'oceedings l'eoogn'lzed in a jurisdiotlon outside of Canada, 

48, TI-HS COURT ORDERS that the Monitol' is hereby ·@thorized, as the fOl!eign 

1'0pl'esentative of the Applicant and of the· withhl pl~oceedings, to apply fOl' fOl'eigl1reoognHion of 

these prooeedings, as neoessa~'Y. ,in 'any Jtll'isdiotiol1 otltside of Canada, including 'as "F1ol'eIgn 

Mail1Pl'ooeedingsH in the United States pUl'suant to Chapter 1.5 ofthC;) U.S, Bankruptoy Co.de, 

49, THIS COURT HEREBY REQUESTS tho aid and reoognition of any ,oourt, trib~111t11, 

l'eg'lll1(1tol'Y 01' €ldminist1'ative 'body having Jurisdiotion In CEl-nadEl, th~ UnitC;)d States, BewbadGs, th!;l 

Bdtish Vit'gin Islands, Cayman Islands, Hong Kong, the Peop'le's Republio 'of China 01' in any 

oth~r fOl'eign jmisdiotio11, to give effeot to thi.g Orde1' and to assist the Applioant, the Monito~' and 

the.ir Tespeotive agents in cat'rying Gut the terms of this Ol'der, All oourts, tl'ibunals, l'egulatol'), 

and administl'ative bodies al'e lWl'eby 1'.espeotf1.:l11y l'!;lqllested to 11'),ake S1:\oh ol'del's and to provide 

suoh assistalilOe to the Applioant and to the Monitor, as an offioeL' .of this Cotll't, as ml;\.y be 

neoessa1'y 01' desirable to give e.ffect to this Order, to gt'ant 1'epresentative status to the Menitol' in 

any f01'oign pj'ooeecllng, 01' to assist the Ap,pl'ioant and the Monlto1' ,and theit' l'espective agents In 

oan-ying out the terms oHMs Order, 

50, THIS COURT ORDERS that each of the Applicant and the Monitor be at Uberty anq is 

hel!eby aufhodzed and empowered to apply to any OOUl't~ tl'ib\U1al. l'eguh1tOl'Y 01' administrative 

body, whe1'0ver located, for the 'l'eoognition of this Ol'del' and fot' assistanoe in oal'1'ying out tho 

terms of this 01'der and any othel' Order isslled in these prooeedlngs, 
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SERVICE AND NOTICE 

51, THIS C.oURT ORDERS that th~ Monitor ,shall 0) without delay, publish in the Globe 

and Mail and 1:h<7 Wall 'street JOl,l1'nal a notioe ~ontail1'ing the infol'mation Pl'osol',ibed ];mOel' the 

CCAA, (li) within 'seven days 'after the date of this 01'de1', (A) make this Ordel' publioly available 

In the manner presoribed unclel' the CCAA, (B) send, 111 the presoribed U'lJ\-1111el', a notioe to every 

known o1'edit01" who has a olaim against the Applicant of mOl'e than $1,000, and (0) pl'epal'e a 11st 

showing 'the names and addresses of th6se oreditors and the estimated mnOI,,'lnts of those claims, 

and make it lJl"lblioly avallable in the pl'osodbed n'l.annel', all i11 aooordanoe with Seotion 23(1)(a) 

of the CCAA and the l'eg1,,11ations 111acie'thel'eundel', 

52, THIS COURT .oRDER.S that eaoh of the Applicant 'and the Monito1' be at Hbeety to s'etve 

this Order, any other materials and orders In these prooeedings, any notioes O~' othel' 

OOl'1'0sponclel1oe, by fo.rwarding tl'Ue oo.pies thel'eof by pl'epaid o.rdinary mail l oourier, 'pel'so.nal 

dellvel';y'p faosimile tl'ansmission 0.1' email to. the Applioant's ol'editors 0.1' other l11tel'ested pal'tiesat 

thdl,' respeotive addl'oss('}s ~fS last ,shown en .the records of the ApplloMt and that any 's\,.1Q,h S01'yi'oe 

,0.1' notice by Co.:\.ll~el\ porsonal dellwl'Y01' eleotl'onio tnmsmissiol1 shall be deemed to be reoeived 

0.11 the next busin.ess day :following the date of 'forwarding thereof, o.l'.if sent :by 'ordinft,1'Y mail I on 

.the ehh'd bl,lSiness day afiel' 111e~ilil1g, 

'53, TI-IIS COURT ORDERS that the App'llcant, the MonitOl', ·and any pady who has filed a 

Notio<;) of Appem'anoe may seNe any 'oOUli lUatel'ials -in these pl'o.oeedings by e~m.a:iHl1g a PDF O{' 

othel' eleotronio oo.py of ,sl"wh matel'ials to oOl,ll1sels" email E\.ddresses as reoorded on tlw Service 

List from time to time" and the Monitor lnay post ,a copy of any 01' fl!11 sl"lOh lnfltel'hils Gn the 

Monitor's Website, 

GENERAL 

54, THIS COURT ORDERS that the Applioant 01' the Monitol' may fl'om time to time apply 

to this Court fOl' advioe and direotions in the 'disoha1~g0 ofits powel'S find duties hel'el,,1l1det', 

55, THIS C.oURT .oRDERS that nothin.g In this .ordel' shall p1'event the Monito!' f1'0m acting 

as an lntel'im l'OOeiv0l't a l'0Celvel', a l'eoeivel' and manager, 01' a trustee In bankl'Uptoy of the 

Appllo~mtl the Bl,lSiness 01' the P~'opel1;y, 
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5'6, THIS COURT ORDERS th~t any interested party (including the Applicant and the 

Monitor) may apply to this COU1't to vary 01' amend this Ol'der on not less than seven (7) days 

notioe to any other patty 01' parties likely to be affeoted by the order sO~lght 01' l,,lpon SMh othel' 

'11otioe~ If any, (:I.S this COUlt rnay ol'der, 

57, TI-ITS COURT ORDERS that this Ol'der and all of its provisions al'e effective as of 

12:Q1 a,m, Bastem S1andal'd/Day.l1ght Time 011 the date of thIs Order, 

ENTERED AT IINSCRIT A TORONTO 
ON I BOOK NO: 
LE / DANS LE REGISTRE NO.: 

APR 2 - 2012 
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1.9 

Sohedule !lA" 

l,ShlowPanel Holdings Limited (BVI) 
2, S'lno~Global Holdings Ino, (BVI) 
3, Sino .. Wood Pf;ntnel's~ Llmlted (HI<.) 
4, Gl'andcUl' Wlnway Limited (BVI) 
5, Slnowin Investments Limited (BVl) 
6, Sinowood Limited (Cayman Islands) 
7, .sino~Fol'est Bio-Soienoe Limited (BVI) 
8, Sino-,Fo1'est Resources Ino, (BV.I) 
9. Sino .. Plantatiol1 Limited (HK) 
10, SUl:!" Wood Inc, (BVI) 
11. Slno .. Porest Investments Lil1'lited (BYI) 
12, SiM-Wood (Guangxi) Limited (HK) 
13. Sino~Wood (Jial1gxi) Limited (HK) 
'14" Sino w Wood (Ouangdong) ,Limited "(HK) 
15, Sino-Wood (Fqjian) Limited (HI<.) 
16, 'ShlowPanel (Asia) Inc, (BVX) 
17, Sino"PallOl (Guangxi) Limited (BYI) 
18. Sino"Panel (Ylllman) Lhnited '(BVI) 
19 . .8:lno .. Punel (North East China) Limited (BYI) 
20. Sil1o"Panel [Xiungxi] Lhnlted (BVI) 
21. :SinowPanel [Hunan] Limited (BVI) 
22, SFR (China) Ino. (BYI) 
23, Sino"Pw1el [Sl,.lzhou] Limited "(BYI) 
24. ,Sinowpanel (Guoya0) Ltd, (BVX) 
25. Sillo~Pano1 (Guangzhou) Limited (BVI) 
26, Sino~Pan~l (North Sea) Limited (BVI) 
27,. S',inowPanel (Guizh0l,.1) Limited (BYI) 
28. Sino .. Panel (Hual11l,.la) Litaited ,(BYI) 
29 . .g'ino .. Panel (Qinzhou) Limited (BVI) 
30, SinokPanel (Yongzhou) Limited (BVI) 
31, SinoHPanel,(Fujian) Limited '(BYI) 
32, S'inokPan~l (Shaoy,ang) Limited (BVI) 
33, Amplemax Worldwlde Limited (BYI) 
'34. Aoe Supreme Inte1'national Limited (BYI) 
35, Express Point Holdings Limited '(BYI) 
36, Glory BIllion Intel'11atlonal Limited (BYI) 
37, Smart Sure Entel'pl;ises Limited (BYI) 
38, Expewt Bonus Investment Lhnited (BYI) 
.39, Dynamio Pi'o'fit Holdh~gs Limi1:ed (BVI) 
40, All1mloe Max Limited (BYl) 
41. Bl'ain,Foroe Limited (BVI) 
42. Genel'al Excel Limited (BVI) 
43, Poly Market Limited (BYI) 
44, Pdme Kinetio Limited (BV!) 
45, Trlllion Edge Limited (BVI) 
46, SJnowpanel {China) NUl'sel'Y Lh'l1ited (BYI) 
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47, Sino·Wood Tl'ading Limited :(BVl) 
48, H0111ix Limited (BYl) 
49. Sino-Panel Trading Limited (BY I) 
50, SinowPanel (Russi€!.) Limited (BYI) 

20 

51. Sino·Globfll Management Consulting Ino, (BVI) 
52, Yalue quest Inte1'1lational Limited -(BVI) 
53. Well Keen Worldwide Lhl1ited (BYI, 
54. Hm'vest Wonder Worldw.ide Limited (BYI) 
55, Checl' Gold WOl'.Jc1wiQC Limited (BYI) 
56, Regfl.l Win ,Cfl.pltaJ Limited (BVI) 
57, Rich Choioe W01'ldwlde Llmited (BVI) 
58. Shl0wFol'est Il1tematiol1f1.1 (Bm'bados) Corporation 
59, Mandl'f1, Forestl'yHoldings Limited (BV!) 
'60, Mandl'€!. Forestry Finanoe Limited (BYI) 
61, Mandra FQl'<5stt'y Anhui Limited (BVl) 
62, Mandl'a Forestry Hubel Limited (BYI) 
63, Sino"Capital·Qlobaj Inc. (BVI) 
64, EHte LegaoyTAmlted (BYI) 
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PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 
SEARCH RESULTS 

Date Search Conductedl 3/29/2012 
File currency Datel 03/28/2012 
Family(ies) 1 6 
page(s) 1 8 

SEARCH Business Debtor SINO-FOREST CORPORA'l'ION 

The attached report has been created based on the data received by Cyberbahn, 
a 'rhomson Reuters business from the province of Ontad.o, Ministry of Government 
Servl.ces. No l:l.abJ.lity is assumed by Cyberbahn regarding its correctness, 
timeliness, completeness or the interpretation and use of the report. Use of 
the Cyberbahn service, including this report is subject to the terms and conditions 
of Cyberbahn's subscriptton agreement. 
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PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 
SEARCH RESULTS 

Date Search Conducted: 3/29/2012 
File Currency Date: 03/28/2012 
Family (ies) : 6 
Page (s): 8 

FAMILY 
SEARCH 

SEARCH Business Debtor 

1 OF 6 
BD SINO-FOREST CORPORA'rrON 

SINO-FOREST CORPORATION 

ENQUIRY PAGE 

00 FILE NUMBER : 609324408 EXPIRY DATE : 27SEP 2015 STATUS : 

1 OF 

01 CAUTlON FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED 
REG NUM : 20040927 1631 1793 0430 REG TYP: P PPSA REG PERIOD: 10 

02 IND DOB : INn NAME: 
03 BUS NAME: SINO-FOREST CORPORA'nON 

OCN : 
04 ADDRESS 90 BURNHAMTHORPE ROAD WEST, SUITE 1208 

CITY MISSISSAUGA PROV: ON POSTAL CODE: L5B3C3 
05 INP DOB IND NAME: 
06 BUS NAME: 

07 ADDRESS 
CITY 

08 SECURED PARTY/LIEN CLAIMANT : 
LtAW DEBENTURE TRUST COMPANY 

09 ADDRESS 767 THIRD AVENUE, 31ST 
CITY : NEW YORK 

PROV: 

OF NEW YORK 
FLOOR 

OCN 

POS'l'AL CODE: 

PROV: NY POSTAL CODE: 10017 

8 

CONS, 
GOODS INVTRY. EQUIP ACC'l'S OTHER 

MV DATE OF 
lNCL AMOUNT MATURITY 

OR NO FIXED 
MAT PATE 

10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 

MODEL V,I.N. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIPIARlmS OF' 'tHE DEBTOR PURSUANT TO 
14 A PLEDGE AGREEMENT AND SHARE CHARGE. 
15 
16 AGENT: AlRD &< BERLIS LLP 112 
17 ADDRESS I 181 BAY STREET, SUITE 1800 

CITY : TORONTO PROV: ON POSTAL CODE: M5J2T9 

page 1 
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l, I, 

FAMlLY 
SEARCH 

1 OF 
BD 

6 
SlNO-FOREST CORPORATION 

ENQUIRY PAGE : 2 OF 8 

FILE NUMBER 609324408 
PAGE TOT REGISTRATION NUM REG TYPE 

01 CAUTION 001 OF 1 MV SCHED: 20090720 1614 1793 6085 
21 REFERENCE FILE NUMBER : 609324408 
22 AMEND PAGE: NO PAGE: CHANGE: A AMNDMN'l' REN YEARS: CORR PER: 
23 REFERENCE DEBTOR/ IND NAME: 
24 TRANSFEROR: BUS NAME: SINO-FOREST CORPORATION 

25 OTHER CHANGE: 
26 REASON: TO AMEND SECURED PARTY ADDRESS AND TO AMEND GENERAL COLLATERAL 

/DESCR: DESCRIPTION TO DELETE THE WORDS "PURSUANT TO A PLEDGE AGREEMENT AND 27 
28 
02/05 
03/06 

: SHARE CHARGE" 
INn/TRANSFEREE: 
BUS NAME/TRFEE: 

04/07 ADDRESS: 
OCN: 

CITY: 
29 ASSIGNOR: 

PROV: POSTAL CODE: 

08 SECURED PARTY/LIEN CLAIMANT/ASSIGNEE I 

LAW DEBEN'l'URE TRUST COMPANY OF J:IlEW 
09 ADDRESS 400 MADISON AVENUE, 4TH FLOOR 

YORK 

CITY : NEW YORK PROV NY POSTAl" CODE : 10017 

10 
11 
12 

CONS, MV 
GOODS INVTRY EQUIP ACCTS OTHER INCL AMOUNT 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARImS OF THE DEBTOR 
14 
15 
16 NAME : AIRD 6< BERtIS LLP 
17 ADDRESS 181 BAY STREET, SUITE lBOO, BOX# 754 

DATE OF NO FIXED 
MATURITY OR MAT DATE 

CITY : TORONTO PROV : ON POSTAL CODE : M5J2T9 

Page 2 
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1 OF 6 ENQUIRY PAGE : 3 OF 8 
BD SINO~FOREST CORPORATION 

FILE NUMBER 609324408 
PAGE TOT REGISTRATION NUM REG TYI?E 

01 CAUTION 001 OF 1 MV SCHED: 20090720 1616 1793 6087 
21 REFERENCE FILE NUMBER : 609324408 
22 AMEND PAGE: NO PAGE: CHANGE: B RENEWAL REN YEARS: 1 CORR PER: 
23 REFERENCE DEBTOR/ IND NAME: 
24 TRANSFEROR: BUS NAME: SINO-FOREST CORPORATION 

25 OTHER CHANGE: 
26 REASON: 
27 /DESCR: 
28 
02/05 IND/TRANSFEREE: 
03/06 BUS NAME/TRFEE: 

04/07 ADDRESS: 
CI'rY: 

29 ASSIGNOR: 

08 SECURED PARTY/LIEN CLAIMANT/ASSIGNEE 

09 ADDRESS 

PROV: POSTAr., CODE: 

POSTAL CODE : 

OCN: 

CITY 
CONS, 
GOODS INVTRY EQUIP ACCTS OTHER 

10 

PROV 
MV 

INCL AMOUNT 
DATE OF NO FIXED 
MATURITY OR MAT DATE 

11 
12 
13 
14 
15 
16 NAME : AIRD & BERLIS LLI? 
17 ADDRESS 181 BAY STREET, SUITE 1800, BOX# 754 

CITY : TORONTO PROV I ON POS'1'AL CODEI M5J2T9 

Page 3 
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l1'AMILY 2 OF 6 ENQUIRY PAGE 
SEARCH I BD SINO-FOREST CORPORATION 

4 OF 8 

00 FILE NUMBER I 650314305 EXPIRY DATE : 03DEC 2013 STATUS : 
01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED 

REG NUM : 20081203 1055 1793 9576 REG 'rYPI l' PPSA REG PERIOD; 5 
02 IND DOB : IND NAME: 
03 BUS NAME: SINO-FOREST CORPORATION 

OCN : 
04 ADDRESS 1208-90 BURNHAMTHORPE RD W 

CITY MISSISSAUGA l?ROV: ON l?OSTAL CODE; L5B3C3 
05 IND DOB I IND NAME: 
06 BUS NAME: 

OCN 
07 ADDRESS I 

CITY pROV: POSTAL CODE: 

08 SECURED PARTY /l,IEN CLAIMANT : 
XEROX CANADA L'rD 

09 ADDRESS 33 BLOOR ST, E. 3RD FLOOR 
CITY : TORONTO PROV: ON POSTAL CODE I M4W3H1 

CONS. MV DATE OF OR NO FIXED 
GOODS INVTRY. EQUIP ACC'l'S OTHER INCL AMOUNT MATURI'l'Y MAT DATE 

10 X X X 
YEAR MAKE MODEL V. LN. 

11 
12 
GENERAL COLLATERAL DESCRIPTION 
13 
14 
15 
16 AGENT: XEROX CANADA L'rD 
17 ADDRESS 33 BLOOR ST. E. 3RD FLOOR 

CITY : TORON'l'O PROV; ON POSTAL CODE: M4W3Hl 



I I "', 
\ . 

FAMILY 
SEARCH 

3 OF 6 
BD : SINO~FORmST CORPORATION 

ENQUIRY PAGE 

00 FILE NUMBER : 655022304 EXPIRY DATE : 20JUL 2015 STATUS : 

5 OF 

01 CAUTION FILING I PAGE : 001 OF 1 MV SCHEDULE ATTACHED : 
REG NUM ; 20090720 1615 1793 6086 REG TYP: P PPSA REG PERIOD: 6 

02 IND DOB : INTI NAME: 
03 BUS NAME: SINO~FOREST CORPORATION 

OCN : 
04 ADDRESS 90 BURNHAMTHORPE ROAD WEST, SUITE 1208 

CITY : MISSISSAUGA PROV: ON POSTAL CODE: L5B3C3 
05 IND DOB IND NAME: 
06 BUS NAME: 

07 ADDRESS 
CITY 

08 SECURED PARTY/LIEN CLAIMANT ; 
LAW DEBENTURE TRUST COMPANY 

09 ADDRESS 400 MADISON AVENUE, 4TH 
CITY I NEW YORK 

OCN 

PROV; POSTAL CODE: 

POSTAL CODE: 10017 

8 

CONS. 
GOODS INVTRY. EQUIP ACCTS OTHER 

OF NEW YORK 
FJ~OOR 

PROV: NY 
MV 

INCL AMOUNT 
DATE OF 
MATURITY 

OR NO FIXED 
MAT DATE 

lO X X 
YEAR MAKE MODEL V.I.N. 

11 
12 
GENERAL COLLATERAL DESCRIPTION 
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR 
14 
15 
16 AGENT: AIRD & BERLIS LLP ~ SUSAN PAK 
17 ADDRESS I 181 BAY STREET, SUITE 1800 

CITY I TORONTO PROV: ON 

Page 5 

POSTAL CODE; M5J2T9 
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FAMILY: 4 OF 6 ENQUIRY PAGE 6 OF 
SEARCH : BD SINO-FOREST CORPORATION 

00 FILE NUMBER : 659079036 EXPIRY DATE : 03FEB 2016 STATUS : 
01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED 

REG NOM : 20100203 1535 1793 2023 REG TYP: P PPSA REG PERlOD: 6 
02 IND DOB : IND NAME: 
03 BUS NAME: SINO-FOREST CORPORATION 

OCN i 

90 BURNHAMTHORPE ROAD WEST, SUITE 1208 04 ADDRESS 
CITY MISSISSAUGA PROV: ON POSTAL CODE: LSB3C3 

05 IND DOB 
06 BUS NAME: 

07 ADDRESS 
CITY 

IND NAME: 

08 SECURED PARTY/LIEN CLAIMANT : 

PROV, 

LAW DEBENTURE TRUST COMPANY OF NEW YORK 
09 ADDRESS 400 MADISON AVENUE, 41'H FLOOR 

OCN 

POSTAL CODE: 

CITY : NEW YORK PROV I NY POSTAL CODE: 10017 

8 

CONS. MV DA'l'E OF OR NO FIXED 
GOODS INVTRY. EQUIP ACCTS O'rHER INCL AMOUNT MATURITY MAT DATE 

10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 

MODEL V.I.N. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR 
14 
15 
16 AGENT: AIRD & BERLIS LL~ (SPAK - 102288) 
17 ADDRESS 181 BAY STREET, SUITE 1800 

CITY I TORONTO PROV: ON 

Page 6 

POSTAL CODE: M5J2T9 
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FAMILY 
SEARCH 

5 OF 6 
BD SINO~FOREST CORPORATION 

ENQUIRY PAGE 

00 FILE NUMBER : 665186985 EXPIRY DATE: 3.50CT 2020 S1'A'rUS : 

7 OF 

OJ. CAUTION FILING I PAGE : 001 OF 1 MV SCHEDULE ATTACHED 
REG NUM : 20101015 1215 1793 1245 REG TYP: P PPSA REG PERIOD: 10 

02 IND DOB I IND NAME: 
03 BUS NAME: SINO-FOREST CORPORATION 

OCN : 
90 BURNHAMTHORPE ROAD WEST, SUITE 1208 04 ADDRESS 

CITY MISSISSAUGA PROV: ON POSTAL COPE: L5E3C3 
05 IND DOB I 

06 BUS NAME: 

07 ADDRESS 
CITy 

HID NAME: 

08 SECURED PARTY/LIEN CLAIMANT I 

PROV: 

T"AW DEBENTURE TRUST COMPANY OF NEW YORI< 
09 ADDRESS 400 MADISON AVENUE, 4TH FLOOR 

OCN 

POSTAL CODE: 

CITY : NEW YORK PROV: NY POSTA]"" CODE I 10017 

8 

CONS, MV DATE OF OR NO FIXED 
GOODS INVTRY, EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE 

10 X X 
YEAR MAKE MODEL V,I,N, 

II 
J.2 
GENERAL COLLATERAL DESCRIPTION 
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR, 
14 
15 
16 AGENT: AIRD & BERLIS LLP (RMK-106760) 
17 ADDRESS 181 BAY STREET, SUITE 1800 

CITY : TORONTO PROV: ON 

Page 7 

POSTAL CODE: M5J2T9 
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FAMILY 
SEARCH 

6 OF 6 
BD I SINO~FORES~ CORPORA~ION 

ENQUIRY PAGE 

00 FILE NUMBER : 66592896~ EXPIRY DA'l'E : 17NOV 2016 STATUS : 

8 OF 

01 CAU1l0N FILING : PAGE : 01 OF 001 MV SCHEDULE A~~ACHED 
REG NOM : 20101117 1007 1462 0113 REG ~YP: P PPSA REG PERIOD: 6 

02 IND DOB : INP NAME: 
03 BUS NAME: SINO~FOREST CORPORA~ION 

04 ADDRESS 1208-90 BURNHAMTHORPE RD W 
CI~Y : MISSISSAUGA 

05 IND DOB IND NAME: 
06 BUS NAME: 

07 ADDRESS 
CI~Y 

08 SECURED PARTY/LIEN CLAIMANT I 

XEROX CANADA LTD 

PROV: ON 

PROV: 

33 BLOOR ST. E. 3RD FLOOR 
: TORONTO PROV: ON 

OCN ; 

POSTAL, CODE: L5B3C3 

OCN 

POSTAL, CODE: 

POSTAL CODE; M4W3H1 

6 

09 ADDRESS 
CITY 

CONS. MV 
ACCTS OTHER INCL 

DATE OF OR NO FIXED 
GOODS INVTRY. EQUIP 

10 X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 
13 
14 
15 

X 
MODEL 

16 AGENT: PPSA CANADA INC. - (3992) 
17 ADDRESS no SHEPPARD AVE EAST, SUI'!'E 303 

CITY : TORONTO PROV: ON 

Page 8 

AMOUNT MATURITY MAT DATE 
X 

V.I.N. 

POSTAL CODE; M2N6Y8 
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Schednl€ <LA"'" 

1N THE MATTER OF THE COJJ1FANIES CJ!]3JJIIQ1lSr AllRANGEMENT ACT, RS_C.1985~ t.. C-36, AS AlVIEl'!""DED AND IN THE 
MA1'TER OF SJNO-FORE$T CORl'ORATION 

. -------- -- - -----------------------------

Court File No_ 

ONTARIO 
SlJPERIOR COl1RT OF JUSTICE 

(COMMERCIAL liST) 

Proceed:ings c6mmencedill Toronto 

-INITIAL ORDER 

BENNETT JONES LLP 
One FIrSt Canadian Place 
Snite3400, P_O_Box 130 
Two:i:Ito;> On;tario 
Jvf5X1A4 

RobertW_ Staley {I..SDC#27115J) 
KeviJ;J.Zych (LSUC #331291) 
De.rekJ_ Ben (LSUCM3420J) 
Jonafuan. Ben (LSUC #55457P) 
Te1:416-863-1200 
Fax: 416-863-1716 

La:wyers forme Applicant 
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THIS IS EXHIBIT "e" TO 

THE AFFlDA vrT OF W, JUDSON MARTIN 

SWORN NOVEMBER 19,2012 

A Commissioner, etc, 

Eric T.Y. Tang 
Solicitor ,of the High Court 

of the Hong Kong SAR 
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~t~ -i-
Ontario 

Ontario 
Securities 
Commission 

Commission des 
valeurs mobllleres 
de l'Ontario 

P.O. Box 55, 19th Floor 
20 Queen Street West 
Toronto ON M5H 3S8 

IN THE MATTER OF THE SECURITIES ACT, 
R.S.O. 1990, c. S.5, AS AMENDED 

-AND-

IN THE MATTER OF 

CP 55, 1ge etage 
20, rue queen ouest 
Toronto ON M5H 3S8 

SINO-FOREST CORPORATION, ALLEN CHAN, ALBERT IP, ALFRED C.T. HUNG, 
GEORGE HO AND SIMON YEUNG 

ORDER 
(Section 144) 

WHEREAS the securities of Sino-Forest Corporation (the "Issuer") currently are subject to a 
temporary cease trade order made by the Commission, pursuant to paragraph 2 of subsection 
127(1) of the Securities Act, R.S.O. 1990, c. S.5, as amended (the "Act") on August 26, 2011, 
and extended until October 15, 2012, pursuant to subsections 127(7) and (8) of the Act, that 
trading in securities of the Issuer cease (the "Temporary Order"); 

AND WHEREAS the Issuer has made an application pursuant to section 144 of the Act for an 
order varying the Temporary Order to allow the distribution of the certain meeting materials to 
all potential creditors, including beneficial owners of the Issuer's 5% Convertible Senior Notes 
Due 2013, 10.25% Guaranteed Senior Notes Due 2014, 4.25% Convertible Senior Notes Due 
2016 and 6.25% Guaranteed Senior Notes Due 2017 (the "Noteholders"); 

AND UPON the Issuer having represented to the Commission as follows: 

1. The Issuer is a federally incorporated corporation having its head office in the Province 
of Ontario and, up until August 26, 2011, the Issuer had its shares listed for trading'on the 
Toronto Stock Exchange. The Issuer is a reporting issuer under the Act. . 

2. On March 30, 2012, the Issuer applied for and obtained an initial order under the 
Companies I Creditors Arrangement Act, R.S.C. 1985, c. C-36 (the "CCAA") from the Superior 
Court of Justice (Ontario) (the "CCAA Proceedings"). 

3. On August 31, 2012, the Superior Court of Justice (Ontario) granted an order in the 
CCAA Proceedings (the "Meeting Order") relating to the calling of a meeting of the Issuer's 
creditors (the "Meeting") to consider a Plan of Arrangement and Compromise under the CCAA 
and the Canada Business Corporations Act (the "Plan"). 

4. The Issuer and the court-appointed monitor in the CCAA Proceedings intend to distribute 
various meeting materials as contemplated by the Meeting Order, which materials include a 
Notice of Meeting and Information Circular, along with proxy materials and any amendments 
and supplements thereto (collectively, the "CCAA Materials") to all potential creditors, 
including Noteholders of the Issuer. 

5.' The distribution of the CCAA Materials could be considered an act in furtherance of a 
trade of the securities of the Issuer. 
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6. It is a condition of implementation of the Plan that the Issuer obtain an order varying the 
Temporary Order to pennit certain transactions contemplated by the Plan which may constitute 
trades, which order the Issuer intends to seek at a future date (prior to the Meeting). 

AND UPON the COlmnission being satisfied that it would not be prejudicial to the public 
interest; 

IT IS ORDERED, pursuant to section 144 of the Act, that the Temporary Order be and is 
her'eby varied solely to pennit the distribution of the CCAA Materials to all potential creditors, 
including Noteholders of the Issuer. 

DATED at Toronto, Ontario this 18th day of September, 2012. 
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THIS IS EXHIBIT "D" TO 

THE AFFIDAVIT OF W. JUDSON MARTIN 

SWORN NOVEMBER 19,2012 

A Commissioner, etc. 

Eric T.Y. Tang 
Solicitor of the High Court 

of the Hong Kong SAR 
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CP 55, 1ge stage ~t~ -Se-

Ontario 

Ontario 
Securities 
Commission 

Commission des 
valeurs mobilieres 
de l'Ontario 

P,O, Box 55, 19th Floor 
20 Queen Street West 
Toronto ON M5H 3S8 

20, rue queen ouest 
Toronto ON M5H 3S8 

IN THE MATTER OF THE SECURITIES ACT, 
R.S.O. 1990, CHAPTER S.5, AS AMENDED 

AND 

IN THE MATTER OF 
SINO~FOREST CORPORATION, ALLEN CHAN, ALBERT IP, ALFRED C.T. HUNG, 

GEORGE HO AND SIMON YEUNG 

ORDER 
(Section 144) 

WHEREAS the securities of Sino~Forest Corporation (the Issuer) currently are subject to a 
temporary cease trade order made by the Ontario Securities Commission (the Commission), 
pursuant to paragraph 2 of subsection 127(1) of the Securities Act, R.S.O. 1990, c. S.5, as 
amended (the Act) on August 26, 2011, and extended until October 29, 2012 pursuant to 
subsections 127(7) and (8) of the Act that trading in securities of the Issuer cease (the 
Temporary Order); 

AND WHEREAS the Issuer has made an application pursuant to section 144 of the Act for an 
order varying the Temporary Order to allow certain trades and acts in furtherance of trades in 
respect of a proposed plan of compromise and reorganization pursuant to the Companies' 
Creditors Arrangement Act (Canada) (the CCAA) involving the Issuer (the Application); 

AND WHEREAS the Application includes written representations of the Issuer and the Issuer 
has provided supplementary materials and oral submissions at a hearing before the Commission 
on October 26, 2012; 

AND UPON the Issuer having represented, among other things, to the Commission as follows: 

The Issuer 

1. The Issuer is a corporation existing under the Canada Business Corporations Act (the 
CBCA) having its registered and principal Canadian office in the Province of Ontario 
and its principal executive office in Hong Kong. 

2. The Issuer is a reporting issuer in default under the Act and the securities legislation of 
each of the other Provinces of Canada. 

3. The authorized capital of the Issuer consists of an unlimited number of common shares 
(the Common Shares) and an unlimited number of preference shares issuable in series 
(the Preferred Shares). 
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4. As at the date hereof, there are 246,095,926 issued and outstanding Common Shares, 
outstanding stock options to purchase 3,042,118 Common Shares (the Options) and no 
issued or outstanding Preferred Shares. 

5. As at the date hereof, the Issuer has the following notes outstanding: 

(a) 6.25% guaranteed senior notes due 2017 in the principal amount of U.S. $600 
million (the 2017 Notes); 

(b) 4.25% convertible senior notes due 2016 in the principal amount of U.S. $460 
million (the 2016 Notes); 

(c) 10.25% guaranteed senior notes due 2014 in the principal amount of U.S. 
$399,517,000 (the 2014 Notes); and 

(d) 5.00% convertible senior notes due 2013 in the aggregate principal amount of 
U.S. $345 million (the 2013 Notes and together with the 2017 Notes, the 2016 
Notes and the 2014 Notes, the Notes. Holders of the Notes are referred to herein 
as Noteholders). 

6. The Issuer has no securities issued and outstanding other than the Common Shares, the 
Options and the Notes. 

7. The Common Shares were previously listed and posted for trading on the Toronto Stock 
Exchange (the TSX). The TSX delisted the Common Shares on May 9, 2012. 

8. The Notes are not and have never been listed on any exchange in Canada. All of the 
Notes were initially sold by way of private placement. 

9. As at the date hereof, no securities of the Issuer are traded in Canada on a "marketplace" 
as defined in National Instrument 21-101 Marketplace Operation (NI 21-101). 

Temporary Cease Trade Order 

10. On August 26, 2011, the Commission made the Temporary Order, effective for a 15-day 
period, that the trading in the securities of the Issuer cease. 

11. The Temporary Order was extended on September 8, 2011, January 23, 2012, April 13, 
2012, July 12, 2012, October 10, 2012 and most recently on October 26, 2012, at which 
time the Temporary Order was extended to January 21, 2013. 

CCAA Proceedings 

12. On March 30, 2012, the Issuer and members of an ad hoc committee of Note holders (the 
Initial Consenting Noteholders) entered into a restructuring support agreement (the 
Support Agreement), which provided for, among other things, the material terms of the 
restructuring of the Issuer contemplated by the Plan. 
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13. On March 30, 2012, the Issuer also applied for and obtained an initial order under the 
CCAA from the Superior Court of Justice (Ontario) (the CCAA Court) granting a 
CCAA stay of proceedings against the Issuer and certain of its subsidiaries (the CCAA 
Proceedings) and appointing FTI Consulting Canada Inc. as the monitor in the CCAA 
Proceedings (the Monitor). The Monitor is an officer of the court, and its role is to 
oversee the business of the Issuer and be an impartial observer of the restructuring of the 
Issuer's business pursuant to the CCAA Proceedings. 

14. The CCAA stay of proceedings against the Issuer and certain of its subsidiaries was 
subsequently extended several times, most recently on October 9, 2012 at which time the 
stay of proceedings was extended to December 3, 2012. 

CCAA Meeting 

15. On August 31, 2012, the CCAA Court granted an order in the CCAA Proceedings (the 
Meeting Order) relating to the calling of a meeting of the Issuer's creditors (the 
Meeting) to consider a Plan of Compromise and Reorganization under the CCAA and the 
CBCA (as amended, supplemented or restated from time to time, the Plan). 

16. On September 18,2012, the Commission granted an order pursuant to subsection 144(1) 
of the Act varying the Temporary Order to the extent necessary to allow the Issuer to 
distribute the CCAA Materials (as defined below) to all potential creditors, including 
holders of the Issuer's Notes. 

17. On or about October 24, 2012, the Issuer and the Monitor mailed various meeting 
materials to the creditors of the Issuer as contemplated by the Meeting Order, which 
materials include a Notice of Meeting and Information Statement along with proxy 
materials and any amendments and supplements thereto (collectively, the CCAA 
Materials). 

18. The Issuer intends to hold the Meeting on November 29, 2012. 

The CCAA Plan 

19. The Plan contemplates, among other things, that: 

(a) a new company (Newco) will be incorporated under the laws of the Cayman 
Islands or another jurisdiction acceptable to the Issuer and the Initial Consenting 
Noteholders. Upon the implementation of the Plan, the Issuer will transfer 
substantially all of its assets to Newco, including all of the Issuer's direct and 
indirect interests in all of the Issuer's subsidiaries; 

(b) shares of Newco (Newco Shares) and notes of Newco (Newco Notes) will be 
distributed to certain creditors of the Issuer, being primarily the Noteholders, as 
consideration for the compromise of the obligations owed to them by the Issuer 
and its subsidiaries. Accordingly, the Noteholders of the Issuer will hold a very 
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substantial majority of the Newco Shares and Newco Notes on the Plan 
Implementation Date (as defined below); 

(c) certain litigation claims of the Issuer against third parties will be transferred to a 
litigation trust established to pursue such claims for the benefit of creditors of the 
Issuer, including the Noteholders; and 

(d) on the date that is 31 days after the Plan Implementation Date (or such other date 
as may be agreed to by the Issuer, the Monitor and the Initial Consenting 
Noteholders) all of the outstanding Common Shares of the Issuer will be 
cancelled. Following such date, the Issuer will have no outstanding securities 
other than one Class A Share to be held by a litigation trustee or such other person 
as may be agreed to by the Monitor and the Initial Consenting Noteholders. 

20. The Plan also provides that, at any time prior to the implementation of the Plan, the Issuer 
may, with the consent of the Initial Consenting Noteholders, complete a sale of all or 
substantially all of the assets of the Issuer on terms that are acceptable to the Initial 
Consenting Noteholders (an Alternative Sale Transaction), provided that any such 
Alternative Sale Transaction has been approved by the CCAA Court pursuant to section 
36 of the CCAA on notice to the service list. 

The Issuer and Newco Following the Plan Implementation Date 

21. As a result of the transactions described in paragraph 19 above, under the definition of 
"reporting issuer" in the securities legislation of certain of the Provinces of Canada, 
Newco would become a reporting issuer by operation of law and would be subject to the 
continuous disclosure requirements under the securities legislation· of certain of the 
Provinces of Canada. The Issuer has applied to the securities regulator or regulatory 
authority in each of the Provinces of Canada for an order that the Issuer will not be a 
reporting issuer in each such jurisdiction immediately prior to the effective time on the 
Plan Implementation Date. As a result, assuming this order is granted, Newco would not 
become a reporting issuer by operation of law upon the implementation of the Plan, and 
would not be subject to the continuous disclosure requirements under the securities 
legislation of certain of the Provinces of Canada. It is a condition precedent to 
implementation of the Plan that Newco is not a reporting issuer (or equivalent) in any 
province of Canada or any other jurisdiction. 

22. Following the Plan Implementation Date, Newco will have no offices or assets in 
Canada, few (if any) Canadian directors, officers or employees and an underlying 
business that will be conducted entirely outside of Canada. In addition, a very substantial 
majority of Newco's securities will be held by non-Canadians on implementation of the 
Plan. Given that the Newco Shares and Newco Notes will not be traded on a marketplace 
as defined in NI 21-101 upon implementation of the Plan, the Issuer believes that the 
likelihood of any securities of Newco flowing back into Canada following 
implementation of the Plan to be low given the lack of any substantive connection to 
Canada. 
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23. Until such time as the claims of certain creditors with unresolved claims are disallowed 
or determined to be proven claims pursuant to the CCAA process (which will be after the 
Plan Implementation Date in many cases), it is not possible to determine all of the 
securityholders of New co and their respective percentage holdings of New co Shares and 
Newco Notes. Based on searches of beneficial holders of the Notes obtained by the 
Issuer and assuming no current Unresolved Claims (as defined in the Plan) become 
Proven Claims (as defined in the Plan) prior to the Plan Implementation Date, on the Plan 
Implementation Date, to the Issuer's knowledge, Newco will have only approximately 75 
resident Canadian securityholders holding less than approximately 2% of the Newco 
Shares and Newco Notes on the Plan Implementation Date. 

24. Immediately following the implementation of the Plan, no securities of Newco will be 
traded on a marketplace as defined in NI 21-101. The Issuer has been advised by counsel 
to the Initial Consenting Noteholders that Newco does not currently intend to seek 
financing by way of a public offering of its securities in Canada or elsewhere. 

25. Following implementation of the Plan, the Issuer will have no outstanding securities 
other than one Class A Share to be held by the litigation trustee or such other person as 
may be agreed to by the Monitor and the Initial Consenting Noteholders. 

26. Following the implementation of the Plan, no securities of the Issuer will be traded on a 
marketplace as defined in NI 21-101. The Issuer does not intend to seek financing by way 
of a public offering of its securities in Canada or elsewhere. 

Implementation of the Plan 

27. The approval and implementation of the Plan involves the following steps: 

(a) obtaining approval of the Plan by the required majorities (pursuant to the CCAA) 
of creditors at the Meeting; 

(b) obtaining an order of the CCAA Court approving the Plan (the Sanction Order); 
and 

( c) the satisfaction or waiver of all conditions precedent to the implementation of the 
Plan. 

28. In order for the Plan to be approved, a resolution to approve the Plan must be presented at 
the Meeting, and it must receive an affirmative vote of a majority in number of Affected 
Creditors (as defined in the Plan) with Proven Claims who are entitled to vote on the Plan 
in accordance with its terms and two-thirds in value of the Proven Claims held by such 
Affected Creditors, in each case who vote on the Plan at the Meeting (the Requisite 
Creditor Approval). 

29. Once the Requisite Creditor Approval is obtained, the Sanction Order has been granted 
and the other conditions precedent to Plan implementation have been satisfied or waived, 
the Monitor will deliver a certificate indicating that Plan implementation has occurred 
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(the date such certificate is delivered being the Plan Implementation Date), and the Plan 
wi1l become binding in accordance with its terms. 

30. To implement the Plan, the Issuer is required to effect certain trades and engage in certain 
acts in furtherance of trades in securities of the Issuer that are necessary for and in 
connection with the Plan (collectively, the CCAA Plan Trades), including, without 
limitation: 

(a) the assignment, transfer and conveyance of claims by holders of Notes in respect 
of or in relation to the Notes to Newco in consideration for Newco Shares and 
Newco Notes; 

(b) the cancellation of the Notes; 

(c) the cancellation of the outstanding Common Shares, Options and other equity 
interests of the Issuer; 

(d) the creation and issuance of a new class of shares of the Issuer; and 

(e) the creation and allocation of litigation trust interests. 

31. In accordance with the CCAA, the Issuer may not proceed with any Alternative Sale 
Transaction pursuant to the Plan unless the CCAA Court has approved the particular 
Alternative Sale Transaction to be completed. 

32. It is a condition of implementation of the Plan that the Issuer obtain an order varying the 
Temporary Order to permit certain transactions contemplated by the Plan which may 
constitute trades. 

AND UPON it being the understanding of the Commission that: 

(a) Newco Shares and Newco Notes will be subject to resale restrictions under 
National Instrument 45-102 Resale a/Securities; 

(b) no aspect of this order will have any effect on existing and/or future enforcement 
proceedings that have been taken or may be taken against the Issuer or any other 
parties by Staff of the Commission; and 

(c) by granting this order, the Commission is not expressing any opinion or approval 
as to the terms of the Plan. 

AND UPON the Commission, having considered the evidence and submissions before it, being 
satisfied that the granting of this Order would not be prejudicial to the public interest; 

IT IS ORDERED pursuant to section 144 of the Act that the Temporary Order be and is hereby 
varied solely to permit: 
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(a) the holding of the Meeting (including for greater certainty acts in furtherance of trades in 
the Issuer's securities in connection with the Meeting), and 

(b) the CCAA Plan Trades and all acts in furtherance thereof (other than any CCAA Plan 
Trades required to give effect to an Alternative Sale Transaction), provided that: 

(i) the Issuer obtains the Requisite Creditor Approval; 

(ii) the Issuer obtains the Sanction Order; 

(iii) the Issuer has complied and is in compliance with the terms of all CCAA Court 
orders, including the Meeting Order and the Sanction Order; and 

(iv) the Temporary Order shall otherwise remain in effect, unamended except as 
expressly provided in this order. 

DA TED at Toronto this 26th day of October, 2012. 

"Mary G. Condon" 

Mary G. Condon 

"James E. A. Turner" "Sin an 0. Akdeniz" 

James E. A. Turner Sinan O. Akdeniz 
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Court File No. CV-12-9667-00CL 

THE HONOURABLE MR. 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

FRIDAY, THE 23 rd 

JUSTICE MORA WETZ 

) 
) 
) DAY OF NOVEMBER, 2012 

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

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

ORDER 

THIS MOTION, made by Sino-Forest Corporation ("SFC") for the relief set out in 

SFC's notice of motion dated November 16,2012 was heard this day at 330 University Avenue, 

Toronto, Ontario. 

ON READING the affidavit ofW. Judson Martin sworn November 19,2012 (the "Martin 

Affidavit") and the Exhibits thereto and the Twelfth Report of the Monitor and on hearing 

submissions of counsel for SFC, the Monitor, the board of directors of SFC, the Ad Hoc 

Noteholders and those other parties present; 

SERVICE 

1. THIS COURT ORDERS that the time for the service of the Notice of Motion, the 

Twelfth Report of the Monitor and the Motion Record is hereby abridged so that this Motion is 

properly returnable today and hereby dispenses with further service thereof. 

2. THIS COURT ORDERS that capitalized terms used herein and not otherwise defined 

shall have the meaning given to them in the Martin Affidavit. 
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EXTENSION OF THE STAY PERIOD 

3. THIS COURT ORDERS that the Stay Period (as defined in the Initial Order) be and is 

hereby extended to February 1,2013. 

FOREIGN PROCEEDINGS 

4. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or administrative body having jurisdiction in Canada, the United States, Barbados, the 

British Virgin Islands, Cayman Islands, Hong Kong, the People's Republic of China or in any 

other foreign jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and 

their respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory 

and administrative bodies are hereby respectfully requested to make such orders and to provide 

such assistance to the Applicant and to the Monitor, as an officer of this Court, as may be 

necessary or desirable to give effect to this Order, to grant representative status to the Monitor in 

any foreign proceeding, or to assist the Applicant and the Monitor and their respective agents in 

carrying out the terms of this Order. 

5. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is 

hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative 

body, wherever located, for the recognition of this Order and for assistance in carrying out the 

terms of this Order and any other Order issued in these proceedings. 
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