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Court File No, CV-12-9667-00CL
ONTARIO

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES CREDITORS'
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED
AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT IN THE MATTER OF SINO-FOREST
CORPORATION
NOTICE OF MOTION
(Motion Regarding the Status of Shareholder Claims
and Related Indemnity Claims under the CCAA)

The applicant, Sino-Forest Corporation ("SFC"), will make a motion to the Honourable
Mr. Justice Morawetz of the Commercial List court on Friday, June 15" 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:

1. An order that the claims against SFC resulting from the ownership, purchase or sale of an
equity interest in SFC, including, without limitation, the claims by or on behalf of current
or former shareholders asserted in the proceedings listed in Schedule "A" (collectively,
the "Shareholder Claims") are "equity claims" as defined in section 2 of the Companies'
Creditors Arrangement Act (the "CCAA"), being claims in respect of monetary losses

resulting from the ownership, purchase or sale of an equity interest, being shares in SFC;
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2. An order that any indemnification claims against SFC related to or arising from the
Shareholder Claims, including, without limitation, by or on behalf of any of the other
defendants to the proceedings listed in Schedule "A" (the "Related Indemnity Claims"),
are "equity claims" under the CCAA, being claims for contribution or indemnity in

respect of a claim that is an equity claim;

3. A direction that the order is without prejudice to SFC's right to apply for a similar order
with respect to (i) any claims in the Statement of Claim that are in respect of Securities

other than shares and (ii) any indemnification claims against SFC related thereto; and

4. Such further and other relief as counsel may request and this Honourable Court deems

just.
THE GROUNDS FOR THE MOTION ARE:
BACKGROUND

1. On March 30, 2012, this Honourable Court made an Initial Order granting a stay of
proceedings in relation to SFC and its business and property and appointing FTI

Consulting Canada Inc. as the Monitor in the CCAA proceedings;

2. Also on March 30, 2012, this Honourable Court made the Sale Process Order approving
the sale process procedures attached thereto and authorizing and directing SFC, the

Monitor and Houlihan Lokey to carry out the sale process;

3. At the commencement of these proceedings, SFC advised that it was very important for

these proceedings to be successfully completed as soon as possible in order to, among



-3-

other things, (i) enable the business operated in the People's Republic of China (the
"PRC") to be separated from SFC and put under new ownership; (ii) enable the
restructured business to participate in the Q4 sale season in the PRC market, and (iii)
maintain the confidence of stakeholders in the PRC (including local and national
governmental bodies, PRC lenders and other stakeholders) that the business in the PRC
can be successfully separated from SFC and operate in the ordinary course in the near
future. As summarized by the Monitor in paragraph 21 of its Report dated March 30,
2012, "In summary, Sino-Forest’s state of affairs is such that it cannot maintain a status

quo for much longer."

To that end, and consistent with the Support Agreement that SFC has negotiated with the
ad hoc committee of noteholders, SFC intends to file a plan of compromise or
arrangement (the "Plan") under the CCAA by no later than August 27, 2012, based on the
deadlines set out in the Support Agreement and the commercial reality that SFC must

complete its restructuring as soon as possible;

Noteholders holding in excess of $1,296,000 and approximately 72% of the total debt of
approximately $1.8 billion of SFC's noteholder debt have executed written support
agreements to support the plan outlined in the announced SFC CCAA plan of March 30,
2012. Accordingly, there is significant support for SFC to emerge from CCAA to
maximize value for all stakeholders and ensure certainty with the overall business of SFC

and its subsidiaries;

On May 14, 2012, this Honourable Court issued a Claims Procedure Order which

established June 20, 2012 as the Claims Bar Date;
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By Statement of Claim (as defined below), the class action plaintiffs have made
significant Shareholder Claims against SFC and other defendants, and certain of these
defendants have stated in these proceedings that they have significant, related indemnity
claims against SFC in respect of the Sharcholder Claims made against them, and have not

confirmed that these claims are not "equity claims";

In light of the need to complete these restructuring proceedings as soon as possible, and
with a view to having a meeting of creditors in August, 2012, it is necessary to have the
legal status of these Shareholder Claims against SFC and Related Indemnity Claims
confirmed as "equity claims" as soon as possible in order to ensure that the CCAA
proceedings advance in an efficient and effective manner so as to best ensure the business

and operations of SFC are protected under the current circumstances;
SHAREHOLDER CLAIMS

By Fresh as Amended Statement of Claim dated April 26, 2012 (the "Statement of
Claim"), the Trustees of the Labourers' Pension Fund of Central and Eastern Canada, the
Trustees of the International Union of Operating Engineers Local 793 Pension Plan for
Operating Engineers in Ontario, Sjunde Ap-Fonden, David Grant and Robert Wong have
asserted various claims against SFC, certain of its current and former officers and
directors, Ernst & Young LLP ("E&Y"), BDO Limited ("BDO"), and SFC's underwriters

(collectively, the "Underwriters"),

The Statement of Claim purports to advance claims on behalf of: (i) all persons "who
purchased [SFC's] Securities in the secondary market from March 19, 2007 to and

including June 2, 2011"; and (ii) all persons who purchased SFC shares and notes in
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various offerings from 2009 to 2010, The term "Securities" used in the Statement of

Claim refers to SFC shares and SFC notes;

The Statement of Claim seeks damages in the amount of approximately $9.2 billion

against SFC and the other defendants;

The Statement of Claim states on several occasions that the damages suffered relate to
purchasing Securities "at inflated prices during the Class Period" and that absent the
alleged misconduct, sales of such Securities "would have occurred at prices that reﬂécted
the true value" of the Securities. It is further alleged that "the price of Sino's securities
was directly affected during the Class Period by the issuance of the Impugned

Documents";

Similar Shareholder class actions have also been commenced in other jurisdictions in
Canada and the United States, asserting the same or substantially similar allegations with

respect to SFC shares;

As such, the Shareholder Claims in these actions are "equity claims" as defined in the
CCAA, being claims asserting a monetary loss from the ownership, purchase or sale of an

equity interest in a debtor, SFC,;

RELATED INDEMNITY CLAIMS

In connection with the Statement of Claim, E&Y has asserted that it has contractual
claims of indemnification against SFC in respect of the claims against it for all relevant

years in respect of its annual audits, the prospectuses and the note offerings. It has stated
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that it has "statutory and common law claims of contribution and/or indemnity against

Sino-Forest and its subsidiaries for &ll relevant years";

In connection with the Statement of Claim, BDO has asserted that it has claims of
indemnification against SFC, including contractual rights of indemnity in respect of the
claims against it in the Statement of Claim in each of the engagement letters signed in

relation to BDO's audit reports;

In connection with the Statement of Claim, the Underwriters have asserted that certain
agreements with SFC and certain of its subsidiaries contain indemnity provisions in
connection with "an array of matters that could arise from the Offerings” and that these
provisions are applicable to support claims for indemnification in respect of the claims

against the Underwriters in the Statement of Claim;

The foregoing are only examples of the indemnification claims which have been

advanced to date by certain parties;

As the Related Indemnity Claims are claims for contribution or indemnity in respect of
the Shareholder Claims, the Related Indemnification Claims are "equity claims" under

section 2 of the CCAA,;
MISCELLANEOUS

It is just and convenient and in the interests of all creditors and interested parties, and this

restructuring proceeding overall, that the order sought herein be granted;
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The making of the order sought will assist the Company to proceed with its restructuring

in an efficient and effective manner;

The making of the order sought will assist in the efficient administration of the CCAA

proceedings and with matters related to the CCAA plan;
The ad hoc committee of noteholders support the motion;

The provisions of the CCAA and the inherent and equitable jurisdiction of this

Honourable Court; and

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:

1.

the affidavit of Elizabeth Fimio sworn June 8, 2012;

the Motion Records and Factums filed by E&Y, BDO and the Underwriters in connection

with the May 8, 2012 scope of stay motion in this proceeding; and

such further or other material as counsel may advise and this Honourable Court deems

just.



June 8, 2012

TO: THE SERVICE LIST
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BENNETT JONES LLP
One First Canadian Place
Suite 3400, P.O. Box 130
Toronto, Ontario

MS5X 1A4

Robert W. Staley (LSUC #271157)
Kevin Zych (LSUC #33129T)
Derek J. Bell (LSUC #4342017)
Raj Sahni (LSUC #42942U)
Jonathan Bell (LSUC #55457P)
Tel: 416-863-1200

Fax: 416-863-1716

Lawyers for the Applicant
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SCHEDULE A

. Trustees of the Labourers' Pension Fund of Central and Eastern Canada et al. v. Sino-
Forest Corporation et al. (Ontario Superior Court of Justice, Court File No. CV-11-

431153-00CP)

. Guining Liu v. Sino-Forest Corporation et al. (Quebec Superior Court, Court File No:
200-06-000132-111)

. Allan Haigh v. Sino-Forest Corporation et al. (Saskatchewan Court of Queen's Bench,
Court File No. 2288 of 2011)

. David Leapard et al. v. Allen T.Y. Chan et al. (District Court of the Southern District of
New York, Court File No. 650258/2012)
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. ) FRIDAY, THE 15"
| )
JUSTICE MORAWETZ ) DAY OF JUNE, 2012

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

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

ORDER

(Motion Regarding the Status of Shareholder Claims
and Related Indemnity Claims under the CCAA)

THIS MOTION, made by Sino-Forest Corporation (“SFC") for the relief set out in
SFC's notice of motion dated June 15, 2012 was heard this day at 330 University Avenue,

Toronto, Ontario.

ON READING the affidavit of Elizabeth Fimio sworn June 8, 2012 (the "Fimio
Affidavit") and on hearing submissions of counsel for SFC, FTI Consulting Canada Inc. in its
capacity as monitor (the "Monitor"), the board of directors of SFC, the ad hoc committee of

Noteholders and those other parties present,



SERVICE

1. THIS COURT ORDERS that the time for the service of the Notice of Motion and the
Motion Record is hereby abridged so that this Motion is properly returnable today and hereby

dispenses with further service thereof.

EQUITY CLAIMS

2. THIS COURT ORDERS that the claims against SFC resulting from the ownership,
purchase or sale of an equity interest in SFC, including, without limitation, the claims by or on
behalf of current or former shareholders asserted in the proceedings listed in Schedule "A"
(collectively, the "Shareholder Claims") are "equity claims" as defined in section 2 of the
Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36 (the "CCAA"), being claims in
respect of monetary losses resulting from the ownership, purchase or sale of an equity interest,

being shares in SFC.

3. THIS COURT ORDERS that any indemnification claims against SFC related to or
arising from the Shareholder Claims, including, without limitation, by or on behalf of any of the
other defendants to the proceedings listed in Schedule "A" (the "Related Indemnity Claims") are
"equity claims" under the CCAA, being claims for contribution or indemnity in respect of a

claim that is an equity claim.

4, THIS COURT ORDERS that the relief set out in paragraphs 2 and 3 of this Order is
without prejudice to SFC’s right to apply for a similar order with respect to (i) any claims in the
Statement of Claim that are in respect of Securities other than shares, and (ii) any

indemnification claims against SFC related thereto.



FOREIGN PROCEEDINGS

5. 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 SFC, 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 SFC 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 SFC and the Monitor and their respective agents in carrying out the terms

of this Order.

6. THIS COURT ORDERS that each of SFC 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.




SCHEDULE A

. Trustees of the Labourers' Pension Fund of Central and Eastern Canada et al. v. Sino-
Forest Corporation et al. (Ontario Superior Court of Justice, Court File No. CV-11-
431153-00CP) -

. Guining Liu v. Sino-Forest Corporation et al. (Quebec Superior Court, Court File No:
200-06-000132-111)

. Allan Haigh v. Sino-Forest Corporation et al. (Saskatchewan Court of Queen's Bench,
Court File No. 2288 of 2011)

. David Leapard et al. v. Allen T.Y. Chan et al. (District Court of the Southern District of
New York, Court File No. 650258/2012)
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From: Stam, Jennifer [mailto:Jennifer.Stam@gowlings.com]

Sent: Friday, June 29, 2012 1:49 PM

To: Max Starnino

Cc: greg.watson@fticonsulting.com; Porepa, Jodi; Prophet, Clifton; Tay, Derrick
Subject: SF: Claim

Mayx,

In connection with the proof of claim filed in respect of the Ontario and Quebec Class Action (the “Claim”) we note that
you have marked the entire claim as “confidential” pursuant to paragraphs 29 and 30 of the Claims Procedure
Order. Please note the following:

1. we consider a number of the attachments filed to be “otherwise publicly available” per para 30(a) and therefore not
confidential

2. we intend to share the Claim with the Company and Directors & Officers named in the D&O proof of claim pursuant
to paragraph 30{b)

3. we are also hereby giving notice that we intend to share the Claim with Goodmans who are subjectto a
confidentiality agreement on or after July 6, 2012.

If you object to the disclosure of the Claim or any portion thereof to the disclosure of the claim to Goodmans, we would
ask that you specifically reference which documents you object to being disclosed the reason for the objection. We are
happy to discuss that further with you.

Jennifer Stam

Partner

T 416-862-5697 C 416-735-5442
jennifer.stam@gowlings.com

gowlings

Gowling Lafleur Henderson LLP
Lawyers * Patent and Trade-mark Agents
1 First Canadian Place

100 King Street West, Suite 1600

Toronto, Ontario

M5X 1G5 Ganada

T 416-862-7525 F 416-862-7661
gowlings.com

IMPORTANT NOTICE: This message is intended only for the use of the individual or entity to which it is addressed. The message may contain information that is
privileged, confidential and exempt from disclosure under applicable law. If the reader of this message is not the intended recipient, or the employee or agent
responsible for delivering the message to the intended recipient, you are notified that any dissemination, distribution or copying of this communication is strictly
prohibited. If you have received this communication in error, please notify Gowlings immediately by email at postmaster owlings.com. Thank you.
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BARRISTERS

Chris G. Paliare

lan J. Roland

Ken Rosenberg
Linda R. Rothstein
Richard P. Stephenson
Nick Coleman
Margaret L. Waddell
Donald K. Eady
Gordon D. Capern
Lily 1. Harmer
Andrew Lokan

John Monger
Odette Soriano
Andrew C. Lewis
Megan E. Shortreed
Massimo Starnino
Karen Jones

Robert A. Centa
Nini Jones

Jeffrey Larry
Kristion Borg-Olivier
Emily Lawrence
Denise Sayer
Danny Kastner

Tina H. Lie
Jean-Claude Killey
Jodi Martin
Michael Fenrick
Nasha Nijhawan
Jessica Latimer
Debra Newell
Lindsay Scoft
Alysha Shore

HONORARY COUNSEL
lan G. Scott, Q.C., O.C.
{1934 - 2006)

Massimo (Max) Starnino

T 4166467431  Asst 416.646.7470

F 416.646.4301

E  maxstamnino@paliareroland.com
www paligreroland.com

July 5, 2012 file 80089

VIA EMAIL

Jennifer Stam

Gowling Lafleur Henderson LLP
1 First Canadian Place

100 King Street West, Suite 1600
Toronto, M5X 1G5

Dear Ms. Stam:

Re: Sino-Forest Corporation — CCAA

After we spoke, last week, about when my clients could expect to receive access
to the bids submitted in respect of the Company's sales process, you sent me an
email asking for our clients' permission to disclose their claim to counsel for the
Ad Hoc Committee of Bondholders. Our clients’ answer, for now, is a qualified

“NO”_

Our clients have been and continue to be strong proponents of transparency in
these proceedings. We have been saying for some time that a data room should
be established to which all stakeholders have access (subject to reasonable
limitations on public disclosure), which would act as a conduit of information to
stakeholders. At a minimum, the data room should contain all of the information
provided as part of the Company's marketing process, all bids received and any
related analysis, a copy of the claims register in this case, and copies of the
major claims filed in these proceedings. The inclusion of other, possibly more
contentious information could be sought by stakeholders, as necessary, on an ad
hoc basis.

Given the status of the proceedings, disclosure has now become a paramount
consideration. When we spoke you suggested that time had been set aside for
this matter on July 16. We would like to finally address all of these matters with
the court at that time. Of course, in advance of the 16", | would be pleased to
discuss the terms of an order with you, including the terms of access to
information, and the immediate sharing of information. Pending agreement,
however, we object to the sharing of our claim with any stakeholders absent our
clients’ express consent, which, contrary to the terms of your email, is never to
be implied under any circumstances.

oxn

PALIARE ROTAND ROSENBERGRUT HSTEIN-LEP

250 UNIVERSITY AVENUE SUITE 501 TORONTO ONTARIO CANADA MS5H 3E5 T 416.646.4300
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On another note, we understand that the Company may be contemplating
yarious motions to be brought over the summer. It would be helpful f, sometime
in the next week, the Company were to table a list of the relief that it plans to
seek, so that stakeholders could consider whether they also plan to bring any
concurrent or competing motions, and a timetable can be put in place on the
16th, to deal with all such proceedings in an orderly way.

Yours very truly,
PALIARE RO_LAND ROSENBERG ROTHSTEIN LLP

imo (Max) Starnino
MS:mj :

C. K. Rosenberg
K. Baert and J. Bida (Koskies)
C. Wright and D. Lascaris (Siskinds)
R. Chadwick and B. O'Neill (Goodmans)
D. Bish and J. Fabello (Torys)
P. Griffin and P. Osborne (Lenczners)
P. Greene and K. Decker (AGM)
. E. Sellers and L. Lowenstein (Oslers)
R. Staley (BJ)

830652_1.D0C

NOCENRERC - ROTHSTEIN-LLE
SEND i t

AL AR E-ROAND
PALTARRE RULANDTRY

250 UNIVERSITY AVENUE SUITE 501 TORONTO ONTARIO CANADA M5H 3E5 T 416,646.4300
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“ Sino-Forest Corporation

Sino-Forest Announces Personnel Changes and
Application to Enhance Powers of the CCAA Monitor

TORONTO, CANADA - April 17, 2012 —Sino-Forest Corporation (“Sino-Forest” or the
“Company”) announced today certain personnel changes. The Company also
announced today its intention to apply to the court, in the application commenced by the
Company under the Companies’ Creditors Arrangement Act on March 30, 2012 (the
“CCAA Proceeding”), to enhance the powers of the court-appointed Monitor, FTI
Consulting Canada Inc.

Sino-Forest announced today that it has terminated the employment of Alfred Hung,
Vice President Corporate Planning and Banking of the Company, George Ho, Vice
President Finance of the Company and Simon Yeung, Vice President Operations of
Sino-Panel (Asia) Inc., a subsidiary of the Company. The Company also announced
that Albert Ip, who served as Senior Vice President Development and Operations North
East and South West China, prior to his recent resignation, will not serve as a
consultant to the Company.

Sino-Forest also announced today that Allen Chan, the Founding Chairman Emeritus of
the Company, has voluntarily resigned from the Company and that David Horsley has
resigned as the Company’s Chief Financial Officer but will continue as an employee of
the Company, to assist with the Company'’s restructuring efforts.

In late August 2011, Messrs. Hung, Ho and Yeung were placed on administrative leave
by the Company, and Mr. lp was requested to act solely on the instructions of W.
Judson Martin, the Vice Chairman and Chief Executive Officer of the Company. These
actions were taken after certain information was uncovered during the course of the
review being undertaken by the Independent Committee of the Board of Directors of the
Company, established in response to the allegations made in a “report” prepared by
Muddy Waters LLC that was publicly disclosed on June 2, 2011, and immediately
before the Ontario Securities Commission issued a temporary cease trade order on
August 26, 2011.

On August 28, 2011, the Company announced that Mr. Chan had voluntarily resigned
as Chairman, Chief Executive Officer and Director but would continue with the
Company as Founding Chairman Emeritus, a non-executive position.

On March 30, 2012, Mr. Ip resigned from the Company for health reasons but had
agreed to serve as a consultant to Sino-Forest on a part-time basis.

The information identified in August 2011, did not raise conduct issues in relation to Mr.
Horsley. For this reason, no consideration was given to taking employment action
against him at that time.



On April 9, 2012, the Company announced that it had received an "Enforcement Notice"
on April 5, 2012 from Staff of the Ontario Securities Commission (the "Commission").
The Company also announced that it had learned that Enforcement Notices also were
received that day by Messrs. Chan, Ip, Hung, Ho, Yeung and Horsley. As previously
disclosed, the Enforcement Notice received by Sino-Forest alleges conduct contrary to
ss. 122 and 126.1 of the Ontario Securities Act and raises conduct issues in relation to
the Company and in relation to the individuals who also received Enforcement Notices.
The Company intends to respond to the Enforcement Notice that it received.

Following review of the Enforcement Notice directed at the Company, further
discussions with Staff of the Commission, together with examination of issues identified
in the Enforcement Notice received by the Company, the Board of Directors of the
Company determined that it was in the best interests of Sino-Forest to terminate the
employment of Messrs. Hung, Ho and Yeung and not to enter into a consulting
arrangement with Mr. Ip.

Following receipt of the Enforcement Notice, Mr. Chan informed the Board of Directors
that he wished to resign as Founding Chairman Emeritus and as an employee of the
Company. Mr. Chan has indicated that he remains available to assist with efforts to
allow the Company’s stakeholders to realize value in relation to assets located in the
People’s Republic of China.

The Board of Directors believes that the nature of the allegations made against Mr.
Horsley in the Enforcement Notice differ substantially from those directed at the other
individuals who received Enforcement Notices on April 5, 2012. In these circumstances
the Board, having consulted with the Monitor, has determined that it is in the best
interests of the Company to retain Mr. Horsley’s services while allowing Mr. Horsley to
step down from his role as Chief Financial Officer.

Following discussions with the Monitor, the Company intends to forthwith bring an
application in the CCAA Proceeding to enhance the powers of the Monitor. Among
other things, the enhanced powers will facilitate the Monitor providing additional
assistance to the Company in light of the personnel changes identified above.

All inquiries regarding the CCAA Proceeding should be directed to the Monitor, FTI
Consulting Canada Inc., via email at: sfc@fticonsulting.com, or telephone: (416) 649-
8094. Information about the CCAA Proceedings, including copies of all court orders
and the Monitor's reports, are available at the Monitor's website
http://cfcanada.fticonsulting.com/sfc.

About Sino-Forest Corporation

Sino-Forest Corporation is a leading commercial forest plantation operator in China. Its
principal businesses include the ownership and management of tree plantations, the
sale of standing timber and wood logs, and the complementary manufacturing of
downstream engineered-wood products. Sino-Forest also holds a majority interest in



Greenheart Group Limited (HKSE:00094), a Hong-Kong listed investment holding
company with assets in Suriname (South America) and New Zealand and involved in
sustainable harvesting, processing and sales of its logs and lumber to China and other
markets around the world. Learn more at www.sinoforest.com.

Cautionary Note:

No stock exchange or regulatory authority has approved or disapproved of information contained herein.
This news release contains forward-looking information within the meaning of applicable securities laws.
The forward looking statements expressed or implied by this news release are subject to important risks
and uncertainties. When used in this news release, the words ‘intends", "expects", "believes”,
"considering" and "will' and similar expressions are intended to identify forward-looking statements,
although not all forward-looking statements contain such words. Forward-looking statements are based
on estimates and assumptions made by the Company in light of its experience and its perception of
historical trends, current conditions and expected future developments, as well as other factors that the
Company believes are appropriate in the circumstances. The results or events predicted in these
statements may differ materially from actual results or events and are not guarantees of future
performance of Sino-Forest. Factors which could cause results or events to differ from current
expectations include, among other things: the outcome of examinations currently underway by law
enforcement and securities regulatory authorities; actions taken by the court, the monitor or others in the
proceeding initiated by the Company under the Companies' Creditors Arrangement Act; actions taken by
noteholders, other lenders, other creditors, shareholders, regulators, governmental agencies and other
stakeholders to enforce their rights; the outcome of class action or other proceedings which have been or
may in future be initiated against the Company; the accuracy and outcome of the results of tree asset
testing undertaken by the Company; our reliance on key employees; our ability to acquire rights to
additional standing timber; our ability to meet our expected plantation yields; the cyclical nature of the
forest products industry and price fluctuation in and the demand and supply of logs; our reliance on the
relationship with local plantation land owners and/or plantation land use rights holders, authorized
intermediaries, key customers, suppliers and third party service providers; our ability to operate our
production facilities on a profitable basis; changes in currency exchange rates and interest rates; the
evaluation of our provision for income and related taxes; economic, political and social conditions and
government policy in China, the Republic of Suriname and New Zealand, and stock market volatility; and
other factors not currently viewed as material that could cause actual results to differ materially from those
described in the forwarding-looking statements. For additional information with respect to certain of these
and other factors, see the reports filed by Sino-Forest Corporation with applicable Canadian securities
administrators. Sino-Forest Corporation disclaims any intention or obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise, except as
required by law.

FOR INVESTOR INQUIRIES PLEASE CONTACT:
BRUNSWICK GROUP LIMITED
Tel: + 1 646 625 7452

FOR MEDIA INQUIRIES PLEASE CONTACT:
BRUNSWICK GROUP LIMITED
Email: sinoforest@brunswickgroup.com

New York Hong Kong

Stan Neve Tim Payne

Tel: +1 212 333 3810 Cindy Leggett-Flynn
Tel: +852 3512 5000
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IN THE MATTER OF THE SECURITIES ACT,
R.S.0. 1990, c. S.5, AS AMENDED

- AND -

IN THE MATTER OF
SINO-FOREST CORPORATION, ALLEN CHAN, ALBERT IP, ALFRED
C.T. HUNG, GEORGE HO, SIMON YEUNG and DAVID HORSLEY

STATEMENT OF ALLEGATIONS

Further to a Notice of Hearing dated May 22, 2012, Staff (“Staff”) of the Ontario Securities

Commission (the “Commission”) make the following allegations:

PART 1. OVERVIEW AND SUMMARY OF ALLEGATIONS

A. Sino-Forest

1. Sino-Forest Corporation (“Sino-Forest” or the “Company™)' is a reporting issuer in the
province of Ontario as that term is defined in subsection 1(1) of the Securities Act, R.S.0. 1990,

¢. S.5, as amended (the "Act"). Until recently, the common shares of Sino-Forest were listed on

the Toronto Stock Exchange (“TSX”).

2. Sino-Forest purportedly engaged primarily in the purchase and sale of Standing Timber
in the People’s Republic of China (the “ PRC”).

! Sino-Forest or the Company includes all of Sino-Forest’s subsidiaries and companies that it controls as set out in
its public disclosure record and as the context within this Statement of Allegations requires.



3. From February of 2003 until October of 2010, Sino-Forest raised approximately $3.0
billion (US)* in cash from the issuance of equity and debt securities to investors (the

“Investors”)3.

4, From June 30, 2006 to March 31, 2011, Sino-Forest’s share price grew from $5.75 (Can)
to $25.30 (Can), an increase of 340%." By March 31, 2011 Sino-Forest’s market capitalization

was well over $6 billion.

5. In early June of 2011, the share price of Sino-Forest plummeted after a private analyst

made allegations of fraud against Sino-Forest.

6. On November 15, 2011, Sino-Forest announced that it was deferring the release of its
interim financial report for the third quarter of 201 1.> Sino-Forest has never filed this interim

financial report with the Commission.

7. On January 10, 2012, Sino-Forest issued a news release cautioning that its historic

financial statements and related audit reports should not be relied upon.

8. Sino-Forest was required to file its 2011 audited annual financial statements with the
Commission by March 30, 2012. That very day, Sino-Forest initiated proceedings in front of
the Superior Court of Justice (Ontario) requesting protection from its creditors. Sino-Forest has
never filed its 2011 audited annual financial statements with the Commission.

9. On April 4, 2012, the auditors of Sino-Forest resigned.

10. On May 9, 2012, the TSX delisted the shares of Sino-Forest.

2 Unless otherwise stated, all amounts presented in this Statement of Allegations and the attached Schedules are in
United States Dollars,

3 The Glossary attached as Schedule A contains a list of certain of the defined terms used in the Statement of
Allegations and the paragraph where they are located within the Statement of Allegations.

4 Attached as Schedule B is selected data from its audited annual financial statements for 2005 to 2010.

5 The financial year end of Sino-Forest is December 31.



11. As set out below, Sino-Forest and its former senior executives, including Allen Chan
(“Chan”), Albert Ip (“Ip”), Alfred C.T. Hung (“Hung”), George Ho (“Ho”) and Simon Yeung
(“Yeung”), engaged in a complex fraudulent scheme to inflate the assets and revenue of Sino-
Forest and made materially misleading statements in Sino-Forest’s public disclosure record

related to its primary business.

12. Chan, former Chairman of the Board and Chief Executive Officer (“CEO”) of Sino-
Forest until August 28, 2011, also committed fraud in relation to Sino-Forest’s purchase of a
controlling interest in a company now known as Greenheart Group Limited (“Greenheart™). By
concealing Chan’s substantial interest in this transaction, Chan and Sino-Forest made materially

misleading statements in Sino-Forest’s public disclosure record.

13. Chan, Ip, Hung, Ho and Yeung (together, “Overseas Management”) all materially misled

Staff during the investigation of this matter.

14.  David Horsley (“Horsley”), former Senior Vice President and Chief Financial Officer
(“CFO”) of Sino-Forest, did not comply with Ontario securities law and acted contrary to the

public interest.

B. The Standing Timber Fraud

15.  From June 30, 2006 until January 11, 2012 (the “Material Time”), Sino-Forest and
Overseas Management engaged in numerous deceitful and dishonest courses of conduct (the
“Standing Timber Fraud”) that ultimately caused the assets and revenue derived from the
purchase and sale of Standing Timber (that constituted the majority of Sino-Forest’s business) to
be fraudulently overstated, putting the pecuniary interests of Investors at risk contrary to Ontario

securities law and contrary to the public interest.

16.  The Standing Timber Fraud was primarily comprised of three elements:

i) Sino-Forest dishonestly concealed its control over Suppliers, Als and other
nominee companies in the BVI Network. Sino-Forest established a
collection of “nominee”/“peripheral” companies that were controlled, on



its behalf, by various “caretakers”.® Sino-Forest conducted a significant
level of its business with these companies, the true economic substance of
which was misstated in Sino-Forest’s financial disclosure;

ii) Sino-Forest falsified the evidence of ownership for the vast majority of its
timber holdings by engaging in a deceitful documentation process. This
dishonest process included the fraudulent creation of deceitful Purchase
Contracts and Sales Contracts, including key attachments and other
supplemental documentation. Sino-Forest then relied upon these
documents to evidence the purported purchase, ownership and sale of
Standing Timber in the BVI Model; and

iii) Sino-Forest dishonestly concealed internal control weaknesses/failures
that obscured the true nature of transactions conducted within the BVI
Network and prevented the detection of the deceitful documentation
process. Sino-Forest’s statements in its public disclosure record regarding
the extent of its internal control weaknesses were wholly inadequate and
misleading.
17. Each of the above dishonest and deceitful courses of conduct by Sino-Forest and
Overseas Management put the pecuniary interests of Investors at risk, constituting fraud.
Together, these courses of conduct made the public disclosure record of Sino-Forest so

misleading that it was fraudulent.

18.  As set out in paragraph 47, the vast majority of the Sino-Forest’s Standing Timber assets
were held in the BVI Model. The available underlying documentation for these Standing Timber
assets did not provide sufficient evidence of legal ownership of these assets. As of this date,
Sino-Forest has not been able to confirm full legal ownership of the Standing Timber assets that

it claims to hold in the BVI Model.

19.  During the Material Time, Sino-Forest’s auditors were not made aware of Sino-Forest’s
systematic practice of creating deceitful Purchase Contracts and Sales Contracts, including key

attachments to these contracts.

20.  The following are four illustrative examples of the fraudulent courses of conduct that

Sino-Forest and Overseas Management perpetrated within the Standing Timber Fraud. These

¢ These “nominee”/“peripheral” companies and “caretakers” are described in greater detail in paragraph 57.



four examples, described in detail below, illustrate how Sino-Forest and Overseas Management
materially inflated assets and revenue in Sino-Forest’s public disclosure record:

i) the Dacheng Fraud;

ii) the 450,000 Fraud;

iii) Gengma Fraud #1; and

iv) Gengma Fraud #2.

21. Schedule C illustrates the primary elements of the Standing Timber Fraud as introduced
in paragraph 16 and the fraudulently overstated revenue arising from the four illustrative

examples introduced in the previous paragraph.

22.  The allegations regarding the Standing Timber Fraud are set out in paragraphs 53 to 119

below.

C. Materially Misleading Statements Related to the Standing Timber Fraud

23.  Given the three elements of the Standing Timber Fraud introduced in paragraph 16, the
public disclosure record of Sino-Forest required by Ontario securities law was materially

misleading, contrary to Ontario securities law and contrary to the public interest.

24. The assets and revenue recorded as a result of the Standing Timber Fraud caused Sino-
Forest’s public disclosure record, including its audited annual financial statements, annual
information forms (“AIFs”) and management’s discussion and analysis (“MD&A”), to be

materially misleading during the Material Time.

25. Sino-Forest’s statements in its public disclosure, including its AIFs and its MD&A filed
with the Commission during the Material Time, regarding the extent of its internal control

weaknesses and deficiencies were wholly inadequate and misleading.

26.  The allegations regarding these materially misleading statements related to the Standing

Timber Fraud are set out in paragraphs 120 to 141 below.



D. The Greenheart Transaction - Fraud by Chan and Materially Misleading
Statements by Chan and Sino-Forest

27. In 2010, following a complex series of transactions, Sino-Forest completed the purchase
of a controlling interest in Greenheart, a public company listed on the Hong Kong Stock
Exchange (the “Greenheart Transaction”). Greenheart holds natural forest concessions, mostly

in Suriname.

28. Chan secretly controlled companies that received over $22 million as a result of the
purchase by Sino-Forest of this controlling interest in Greenheart. The Greenheart Transaction

was significant to Sino-Forest’s business and cost the Company approximately $120 million.

29.  Chan fraudulently concealed his involvement in the Greenheart Transaction and the
substantial benefit he secretly received. Chan and Sino-Forest misled the public through Sino-
Forest’s continuous disclosure. Chan falsely certified the accuracy of Sino-Forest’s AlFs for
2008, 2009 and 2010 as these documents did not disclose his interest in the Greenheart

Transaction.

30. Chan’s course of conduct relating to the Greenheart Transaction constituted fraud and the
making of misleading statements, contrary to Ontario securities law and contrary to the public
interest. Chan and Sino-Forest made materially misleading statements related to the Greenheart

Transaction, contrary to Ontario securities law and contrary to the public interest.

31.  The allegations regarding fraud and materially misleading statements related to the

Greenheart Transaction are set out in paragraphs 142 to 154 below.
E. Overseas Management of Sino-Forest Misled Staff during the Investigation
32. During the investigation by Staff, numerous members of Sino-Forest’s management were

interviewed by Staff. Overseas Management materially misled Staff in their interviews, contrary

to Ontario securities law and contrary to the public interest.



33.  The allegations that Overseas Management materially misled Staff are set out in

paragraphs 155 to 167 below.
PART 1L THE RESPONDENTS

34. Sino-Forest is a Canadian company with its principal executive office located in Hong

Kong and its registered office located in Mississauga, Ontario.

35. During the Material Time, as set out above, Chan was Chairman of the Board of

Directors and CEO of Sino-Forest.

36.  During the Material Time, Ip was Senior Vice President, Development and Operations

North-east and South-west China of Sino-Forest.

37. During the Material Time, Hung was Vice-President, Corporate Planning and Banking of

Sino-Forest.

38. During the Material Time, Ho was Vice-President, Finance (China) of Sino-Forest.

39.  During the Material Time, Yeung was Vice President - Operation within the Operation
/Project Management group of Sino-Panel (Asia) Inc. (“Sino-Panel”), a subsidiary of Sino-
Forest.

40.  During the Material Time, Horsley was Senior Vice President and CFO of Sino-Forest.

PART III. STANDING TIMBER - THE PRIMARY BUSINESS OF SINO-FOREST

A. Introduction

41. In its AIF for 2010, Sino-Forest stated that its operations were comprised of two core

business segments which it titled “Wood Fibre Operations” and “Manufacturing and Other



Operations”. Wood Fibre Operations had two subcomponents entitled “Plantation Fibre” and

“Trading of Wood Logs”.

42.  According to Sino-Forest, the Plantation Fibre subcomponent of its business was derived
from the purported acquisition, cultivation and sale of either “standing timber” or “logs” in the
PRC. For the purpose of this Statement of Allegations, the Plantation Fibre subcomponent of
Sino-Forest’s business will be referred to as “Standing Timber” as most, if not all, of the revenue

from the sale of Plantation Fibre was derived from the sale of “standing timber”.
B. Standing Timber - Sino-Forest’s Main Source of Revenue

43. From 2007 to 2010, Sino-Forest reported Standing Timber revenue totalling
approximately $3.56 billion, representing about 75% of its total revenue of $4.77 billion. The
following table provides a summary of Sino-Forest’s stated revenue for the period from 2007 to

2010 and illustrates the importance of the revenue derived from the sale of Standing Timber:

$ (millions)
2007 2008 2009 2010 Total

Plantation Fibre (defined as Standing ~ 521.5 6854 9542 1,4012  3,562.3
Timber herein)

Trading of Wood Logs 154.0 153.5 237.9 454.0 999.4
Wood Fibre Operations 675.5 838.9 1,192.1 1,855.2 4,561.7
Manufacturing and Other Operations 38,4 57.1 46.1 68.3 209.9

Total Revenue 713.9 896.0 11,2382 11,9235 4,771.6
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C. The BVI and WFOE Models - Revenue and Holdings

44. Standing Timber was purchased, held and sold by Sino-Forest in two distinct legal
structures or models: the “BVI Model” and the “WFOE Model”.

45.  In the BVI Model, Sino-Forest’s purchases and sales of Standing Timber in the PRC
were conducted using wholly owned subsidiaries of Sino-Forest incorporated in the British
Virgin Islands (the “BVI Subs”). The BVI Subs purported to enter into written purchase
contracts (“Purchase Contracts™) with suppliers in the PRC (“Suppliers”) and then purported to
enter into written sales contracts (“Sales Contracts”) with customers called “authorized

intermediaries” in the PRC (“Als”).

46. In the WFOE Model, Sino-Forest used subsidiaries incorporated in the PRC called
Wholly Foreign Owned Enterprises (“WFOEs”) to acquire, cultivate and sell the Standing
Timber. The Sino-Forest WFOEs also entered into Purchase Contracts and Sales Contracts with

other parties in the PRC.

47. At December 31, 2010, Sino-Forest reported total timber holdings of $3.1 billion
comprising 799,700 hectares. About $2.5 billion or approximately 80% of the total timber
holdings (by value) was held in the BVI Model, comprising approximately 467,000 hectares of
Standing Timber. The WFOE Model purportedly held approximately 97,000 hectares of
Standing Timber valued at $295.6 million or approximately 10% of the total timber holdings (by
value). The timber holdings in the BVI Model and the WFOE Model comprised approximately
90% of the total timber holdings (by value) of Sino-Forest as at December 31, 2010.

48.  The cash-flows associated with the purchase and sale of Standing Timber executed in the
BVI Model took place “off-book” pursuant to a payables/receivables offsetting arrangement (the
“Offsetting Arrangement”), whereby the BVI Subs would not directly receive the proceeds on
the sale of Standing Timber from the purchasing AI. Rather, Sino-Forest disclosed that it would

direct the Al that purchased the timber to pay the sales proceeds to a new Supplier in order to



10

buy additional Standing Timber. Consequently, Sino-Forest also did not make payment directly

to Suppliers for purchases of Standing Timber.

49, Sino-Forest did not possess the bank records to confirm that these “off-book” cash-flows
in the Offsetting Arrangement actually took place. This lack of transparency within the BVI
Model meant that independent confirmation of these “off-book” cash-flows was reliant on the

good faith and independence of Suppliers and Als.

50. Further, pursuant to the terms of Sales Contracts entered into between a BVI Sub and an
Al, the Al assumed responsibility for paying any PRC taxes associated with the sale that were
owed by the BVI Sub. This obligation purportedly included paying the income tax and valued
added tax on behalf of Sino-Forest.

51. Sino-Forest dealt with relatively few Suppliers and Als in the BVI Model. For example,
in 2010, six Suppliers accounted for 100% of the Standing Timber purchased in the BVI Model

and five Als accounted for 100% of Sino-Forest’s revenue generated in the BVI Model.

52. From 2007 to 2010, revenue from the BVI Model totalled $3.35 billion, representing
94% of Sino-Forest’s reported Standing Timber revenue and 70% of Sino-Forest’s total revenue.

The importance of the revenue from the BVI Model is demonstrated in the following table:

$ (millions)
2007 2008 2009 2010 Total

BVI Model Revenue 501.4 644.9 882.1 1,326.0 3,354.4
WFOE Model Revenue 20.1 40.5 72.1 75.2 207.9
Standing Timber Revenue 521.5 685.4 954.2 1,401.2 3,562.3
Total Revenue 713.9 896.0 11,2382 11,9235 4,771.6
BVI Model as % of Total Revenue 70% 72% 71% 69% 70%

PARTIV. THE STANDING TIMBER FRAUD

53. As introduced in paragraph 16, the Standing Timber Fraud was primarily comprised of
three elements:

i) Undisclosed control over parties within the BVI Network;
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ii) The undisclosed dishonest process of creating deceitful Purchase Contracts
and Sales Contracts and their key attachments used in both the BVI Model
and the WFOE Model to inflate Standing Timber assets and revenue; and

iii)  Undisclosed internal control weaknesses/deficiencies that facilitated and
concealed the fraudulent conduct within the BVI Network, and the dishonest
creation of Purchase Contracts and Sales Contracts, including their key
attachments.

54. On this basis, Sino-Forest then created transactions to fraudulently inflate assets and

revenue in its public disclosure record.

A. Undisclosed Control over Parties within the BVI Network

55.  Almost all of the buying and selling of Standing Timber in the BVI Model was generated
through transactions between BVI Subs and a small number of Suppliers and Als. Sino-Forest
also conducted a significant level of this buying and selling with companies that are described in
various Sino-Forest documents and correspondence as “peripheral” companies. Sino-Forest
established a network of “nominee” companies that were controlled, on its behalf, by various so-

called “caretakers”.

56.  For the purpose of this Statement of Allegations, the BVI Subs, Suppliers, Als,
“nominee” companies and “peripheral” companies involved in the buying and selling of
Standing Timber in the BVI Model are collectively referred to as the “BVI Network™. Some of
the companies within the BVI Network were also involved in the buying and selling of Standing

Timber within the WFOE Model.

57. One Sino-Forest document (the “Caretaker Company List”) lists more than 120
“peripheral” (nominee) companies that are controlled by 10 “caretakers” on behalf of Sino-
Forest. The “caretakers” include Person #1 (legal representative of Huaihua City Yuda Wood
Ltd. (“Yuda Wood”), described in greater detail in paragraphs 61 to 65 below), Person #2 (a
relative of Chan), Person #3 (a former Sino-Forest employee), Person #4 (an acquaintance of

Chan and Chan’s nominee in the Greenheart Transaction as outlined in paragraphs 145 to 147
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below), Person #5 (a former shareholder of Greenheart Resources Holdings Limited (“GRHL”)
and a shareholder of Greenheart) and Person #6 (an individual associated with some of Sino-

Forest’s Suppliers).

58. The control and influence that Sino-Forest exerted over certain Suppliers, Als and
peripheral companies within the BVI Network brings the bona fides of numerous contracts
entered into in the BVI Model into question, thereby placing the pecuniary interests of Investors
at risk. Sino-Forest wielded this control and influence through Overseas Management. As well,
certain transactions recorded in the BVI Model do not reflect the true economic substance of the
underlying transactions. Sino-Forest’s control of, or influence over, certain parties within the

BVI Network was not disclosed to Investors.

59. Some of the counterparties to the Dacheng Fraud, the 450,000 Fraud, Gengma Fraud #1
and Gengma Fraud #2 are companies that are included in the Caretaker Company List, as

outlined in more detail in paragraphs 90 to 115 below.

60. Sino-Forest did not disclose the true nature of the relationship between itself and the
following two key companies in the BVI Network: Yuda Wood and Dongkou Shuanglian Wood
Company Limited (“Dongkou”).  This was dishonest.

1) Sino-Forest Controlled Yuda Wood, a Major Supplier

61.  Yuda Wood was a Supplier secretly controlled by Sino-Forest during a portion of the

Material Time.

62.  From 2007 to 2010, Yuda Wood was purportedly Sino-Forest’s largest Supplier,
accounting for 18% of all purchases in the BVI Model. Sino-Forest claimed to have paid Yuda
Wood approximately $650 million during that time.

63.  Yuda Wood was registered and capitalized by members of Overseas Management, who

also controlled bank accounts of Yuda Wood and key elements of its business.
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64.  The legal representative of Yuda Wood is Person #1, a former employee of Sino-Forest
and also a shareholder and director of Hong Kong Sonic Jita Engineering Co., Ltd. (“Sonic
Jita”), the sole shareholder of Yuda Wood. In addition, Person #1 had significant interests in
other Suppliers of Sino-Forest and was identified as the “caretaker” of several

nominee/peripheral companies.

65. Yuda Wood and other companies controlled by Sino-Forest through Person #1 were used
to perpetrate portions of the Standing Timber Fraud including the Dacheng Fraud, the 450,000
Fraud, Gengma Fraud #1 and Gengma Fraud #2.

2) Sino-Forest Controlled Dongkou, a Major Al

66. Dongkou was an Al secretly controlled by Sino-Forest during a portion of the Material

Time.

67. In 2008, Dongkou was Sino-Forest’s most significant Al, purportedly purchasing
approximately $125 million in Standing Timber from Sino-Forest, constituting about 18% of

Sino-Forest’s Standing Timber revenue for that year.

68. Sino-Forest controlled Dongkou through one of its WFOE subsidiaries Shaoyang Jiading
Wood Products Co. Ltd. (“Shaoyang Jiading”). Correspondence indicates that, according to an
agreement dated November 18, 2006, Shaoyang Jiading purchased Dongkou for RMB’ 1.38
million (approximately $200,000).

69. By November 2006, the six original shareholders of Dongkou had been replaced with two
Sino-Forest employees: Person #7 and Person #8. These two persons became the sole Dongkou

shareholders, with Person #7 holding 47.5% and Person #8 holding 52.5%.

7 RMB is the Chinese unit of currency. During the Material Time, the conversion rate was approximately
7 RMB =1 USS.
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70. Also, in 2007, at the direction of Ip and others, employees of Sino-Forest drafted
purchase contracts to be entered into by Dongkou and its suppliers (other than Sino-Forest).
Essentially, Sino-Forest, through Overseas Management, controlled Dongkou’s business with

certain counterparties.

B. Dishonest Process to Create Deceitful Purchase Contracts and Sales Contracts
in the BVI Model - Concealment of this Dishonest Process

D Purchase Contracts in the BVI Model

71.  As set out in paragraph 47, approximately 80% (by value) of Sino-Forest’s timber assets
were held in the BVI Model as of December 31, 2010.

72. Sino-Forest used the Purchase Contracts to acquire and evidence ownership of Standing
Timber in the BVI Model. The Purchase Contracts purported to have three attachments:

i) Plantation Rights Certificates (“Certificates”) or other ownership documents;

ii) Farmers’ Authorization Letters (“Farmers’ Authorizations”); and

iii) Timber Survey Reports (“Survey Reports”).

73.  The Purchase Contracts and their attachments were fundamentally flawed in at least four
ways, making the public disclosure record of Sino-Forest materially misleading, thus placing the

pecuniary interests of Investors at risk.

74.  First, Sino-Forest did not hold Certificates to evidence ownership of the Standing Timber
allegedly purchased by the BVI Subs. Instead, Sino-Forest claimed that, since the BVI Subs
could not obtain Certificates from the PRC government to evidence ownership, it purported to
rely on confirmations issued by the forestry bureaus in the PRC as evidence of ownership
(“Confirmations”). However, Confirmations are not legally recognized documents evidencing
ownership of timber assets in the PRC. These Confirmations were purportedly granted to Sino-
Forest as favours by the PRC forestry bureaus. According to Sino-Forest, the PRC forestry

bureaus did not intend that these Confirmations would be disclosed to third parties. Also, certain
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PRC forestry bureau employees obtained gifts and cash payments from Suppliers of Sino-Forest,

further undermining the value of the Confirmations as evidence of ownership.

75. Second, during the Material Time, Sino-Forest employed a deceitful systematic quarterly
documentation process in the BVI Model whereby the purported Purchase Contacts were not
drafted and executed until the quarter after the date on which the purchase allegedly occurred

and was included in the public financial disclosure.

76.  Like the Purchase Contracts, the Confirmations were also created by Sino-Forest and
deceitfully dated to the previous quarter. These Confirmations were created contemporaneously
with the creation of the corresponding Purchase Contracts. These Confirmations were then

allegedly provided to the relevant PRC forestry bureau for verification and execution.

77. Third, the Purchase Contracts referred to Farmers' Authorizations. However, none were
attached. In the absence of Farmers' Authorizations, there is no evidence that ownership to the
Standing Timber was propetly transferred to Sino-Forest or to the Supplier prior to the purported
transfer of ownership to Sino-Forest. Ownership of the Standing Timber would have remained

with the original Certificate holder.

78.  Fourth, the Survey Reports, which purported to identify the general location of the
purchased timber, were all prepared by a single firm during the Material Time. A 10%
shareholder of this survey firm was also an employee of Sino-Forest. Drafts of certain Survey
Reports purportedly prepared by this independent survey company were located on the computer
of another employee of Sino-Forest. Like the Purchase Contracts and Confirmations, these

drafts of the Survey Reports were deceitfully dated to the quarter prior to their creation.

79. In the absence of both Certificates and Farmers’ Authorizations, Sino-Forest relies on the
validity of the Purchase Contracts and the Confirmations as proof of ownership of the Standing
Timber it held in the BVI Model. However, the Purchase Contracts and available attachments,

including Confirmations, were prepared using the deceitful documentation process outlined
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above, and do not constitute proof of ownership of the trees purported to have been bought by

Sino-Forest in the BVI Model.

80.  Moreover, the Purchase Contracts and readily available attachments, including the
Confirmations, did not identify the precise location of the Standing Timber being purchased such
that the existence of this Standing Timber could not be readily verified and valued

independently.

81. Sino-Forest, Overseas Management and Horsley knew or ought to have known that their
auditors during the Material Time relied on the validity of the Purchase Contracts and their

attached Confirmations as proof of ownership of Sino-Forest’s Standing Timber assets.

2) Sales Contracts in the BVI Model

82.  Like the Purchase Contracts, all of the Sales Contracts purportedly entered into by the
BVI Subs in the BVI Model were not actually created and executed until the quarter after the

date of the alleged transaction.

83.  Accordingly, the revenue from the Sales Contracts in the BVI Model was recognized in
the quarter prior to the creation of the Sales Contracts. Therefore, the public disclosure of Sino-
Forest regarding its revenue from Standing Timber was materially misleading and deceitful.
During the Material Time, in its correspondence to Staff, Sino-Forest misled the Commission

about its revenue recognition practice.

C. Undisclosed Internal Control Weaknesses/Failures

84.  In its MD&A for 2010 dated March 15, 2011, Sino-Forest stated the following on page
27 regarding its “Disclosure Control and Procedures and Internal Controls Over Financial
Reporting™:

The success of the Company’s vision and strategy of acquiring and selling
forestry plantations and access to a long-term supply of wood fibre in the
PRC is dependent on senior management. As such, senior management
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plays a significant role in maintaining customer relationships,
negotiating and finalizing the purchase and sale of plantation fibre
contracts and the settlement of accounts receivable and accounts
payable associated with plantation fibre contracts. This concentration
of authority, or lack of segregation of duties, creates risk in terms of
measurement and completeness of transactions as well as the possibility of
non-compliance with existing controls, either of which may lead to the
possibility of inaccurate financial reporting. By taking additional steps in
2011 to address this deficiency, management will continue to monitor and
work on mitigating this weakness. [Emphasis added]
8s. Sino-Forest made similar disclosure in its annual MD&A from 2006 to 2009 regarding
this concentration of authority or lack of segregation and the risk resulting from these
weaknesses. These material weaknesses were not remedied during the Material Time by Sino-

Forest, Overseas Management or Horsley.

86. Sino-Forest failed to disclose the extent of the concentration of duties in Overseas
Management. It did not disclose that Overseas Management and their nominees had complete
control over the operation of the BVI Model including the fraudulent creation and execution of
the Purchase Contracts and Sales Contracts described in paragraphs 71 to 81 and the extent of the
“off-book” cash flow set out in paragraphs 48 to 49. This concentration of control in the hands
of Overseas Management facilitated the fraudulent course of conduct perpetrated in the BVI

Model.

D. Four Examples of Fraudulent Transactions within the Standing Timber Fraud

87.  During the Material Time, Sino-Forest and Overseas Management engaged in significant
fraudulent transactions related to its purchase and sale of Standing Timber. These fraudulent
transactions had the effect of overstating Sino-Forest’s assets and revenue during the Material

Time.

88. By way of example, four series of fraudulent transactions are detailed below: (i) the

Dacheng Fraud; (ii) the 450,000 Fraud; (iii) Gengma Fraud #1, and (iv) Gengma Fraud #2.
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89. In these transactions, Sino-Forest used certain Suppliers, Als and other nominee
companies that it controlled to falsify the financial disclosure of Sino-Forest, including the value

of its Standing Timber assets and revenue.

1) The Dacheng Fraud

90. Sino-Forest and members of Overseas Management committed fraud (the “Dacheng
Fraud”) in a series of purported transactions commencing in 2008, related to purchases of timber
plantations (the “Dacheng Plantations”) from a Supplier called Guangxi Dacheng Timber Co.
Ltd. (“Dacheng™). Companies controlled by Sino-Forest through Person #1 were used in the

Dacheng Fraud.

91.  The Dacheng Fraud involved duplicating the same Standing Timber assets within the
Dacheng Plantations in the records of two Sino-Forest subsidiaries. Sino-Forest recorded the

same assets once in the WFOE Model and again in the BVI Model.

92.  In 2008, these Standing Timber assets were recorded at a value of RMB 47 million
(approximately $6.3 million) in the WFOE Model and this amount was paid to Dacheng. These
funds were then funnelled through Dacheng back to other subsidiaries of Sino-Forest, as the

purported collection of receivables.

93. At the same time, Sino-Forest recorded these Standing Timber assets in the BVI Model at
a value of approximately RMB 205 million (approximately $30 million). In 2009, Sino-Forest
purported to sell the Standing Timber assets from the Dacheng Plantations held in the BVI
Model for approximately RMB 326 million (approximately $48 million). This revenue was
recorded in Q3 of 2009.

94, As a result of the Dacheng Fraud, in 2008, Sino-Forest overstated the value of certain
Standing Timber assets by approximately $30 million and, in 2009, Sino-Forest overstated its
revenue by approximately $48 million. The effect of this revenue overstatement on the public

disclosure record of Sino-Forest is illustrated in paragraph 127 below.
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2)  The 450.000 Fraud

95. Sino-Forest and members of Overseas Management committed fraud (the “450,000
Fraud”) in a complex series of transactions involving the purchase and sale of 450,000 cubic
meters of timber in Q4 of 2009, again utilizing companies controlled by Sino-Forest through
Person #1. In an email, Yeung described this purchase and sale of timber as “a pure accounting

arrangement”.

96.  Three subsidiaries of Sino-Panel (the “Sino-Panel Companies™) purported to purchase
450,000 cubic meters of Standing Timber at a cost of RMB 183 million (approximately $26
million) from Guangxi Hezhou City Yuangao Forestry Development Co. Ltd (“Yuangao™)
during October 2009. -

97.  In Q4 of 2009, the Sino-Panel Companies purportedly sold this Standing Timber to the
following three customers:

i) Gaoyao City Xingi Forestry Development Co., Ltd. (“Xingi”);

it) Guangxi Rongshui Meishan Wood Products Factory (“Meishan”); and

iii) Guangxi Pingle Haosen Forestry Development Co., Ltd. (“Haosen™).

98.  The sale price for this Standing Timber was RMB 233 million (approximately $33
million), for an apparent profit of RMB 50 million (approximately $7.1 million).

99. The purported supplier (Yuangao) and the purported customers (Xinqi, Meishan and
Haosen) are all so-called “peripheral” companies of Sino-Forest, i.e., they are nominee
companies controlled by Person #1 on behalf of Sino-Forest. Xingi, Meishan and Haosen are
also companies included in the Caretaker Company List, and Person #1 is identified as the

“caretaker” of each company.

100. This RMB 233 million sale of Standing Timber was recorded in Sino-Forest’s WFOE
Model, as opposed to its BVI Model. As noted in paragraph 48, the BVI Model employs the
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Offsetting Arrangement where payables and receivables are made and collected “off-book”.
However, in the WFOE Model, Sino-Forest takes receipt of the sales proceeds directly or “on-

book™.

101. By July 2010, none of the sales proceeds had been collected and the receivable was long
overdue. In order to evidence the “collection” of the RMB 233 million in sales proceeds, Sino-
Forest devised two separate “on-book” payables/receivables offsetting arrangements, one in
2010 and one in 2011, whereby Sino-Forest made payments to various companies, including

Yuangao and at least two other Sino-Forest nominee companies.®

102. To account for the purported profit of RMB 50 million, Sino-Forest had to “collect” more
(RMB 233 million) than just the purchase price (RMB 183 million). Consequently, Sino-Forest
created additional “payables” to complete the circular flow of funds needed to collect the sales
proceeds of RMB 233 million. These “on-book” offsetting arrangements, therefore, included the
purported settlement of various accounts payable, not just the Yuangao payable arising from the

450,000 Fraud.

103. The companies referred to paragraph 101 then funnelled the money to Xinqgi, Meishan
and Haosen who, in turn, repaid the money to the Sino-Panel Companies to achieve the

purported collection of the RMB 233 million in revenue.

104. The “on-book” offsetting arrangements required that Suppliers and customers have bank
accounts through which the funds could flow. In July and August 2010, Sino-Forest set up bank
accounts for the suppliers and customers associated with the 450,000 Fraud to facilitate the
circular cash flows. These bank accounts were overseen by Ip, Ho, Person #1 and/or Person #9

(a former Sino-Forest employee and associate of Person #1).

105. These circular cash-flows commenced in July 2010 and were finally concluded in

February 2011.

§ Dao County Juncheng Forestry Development Co., Ltd. and Guangxi Rongshui Taiyuan Wood Co., Ltd.
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106. The circular flow of funds underlying the 450,000 Fraud demonstrates that the sales
contracts purportedly entered into between the Sino-Panel Companies and Xingi, Meishan and
Haosen are fraudulent and have no true economic substance. As a result of the 450,000 Fraud,
Sino-Forest overstated the value of its revenue by approximately $30 million for Q4 of 2009.
The effect of this revenue overstatement on the public disclosure record of Sino-Forest is

illustrated in paragraph 129 below.

3) Gengma Fraud # 1

107.  Sino-Forest and members of Overseas Management committed fraud (“Gengma Fraud
#17) in 2007 related to Standing Timber assets purchased from Gengma Dai and Wa Tribe
Autonomous Region Forestry Co., Ltd. (“Gengma Forestry”) by Sino-Panel (Gengma) Co., Ltd.

(“Sino-Panel Gengma), a Sino-Forest subsidiary.

108. In 2007, Sino-Panel Gengma purchased certain land use rights and Standing Timber for
RMB 102 million (approximately $14 million) from Gengma Forestry. These contracts were
signed by Chan. However, this transaction between Sino-Panel Gengma and Gengma Forestry
was not recorded. Instead, Sino-Forest purported to purchase the same assets from Yuda Wood,
allegedly paying RMB 509 million (approximately $68 million) for the Standing Timber in 2007
and RMB 111 million (approximately $15 million) for certain land use rights during the period
from June 2007 to March 2009. This purchase was recorded and these Standing Timber assets

remained on the books of Sino-Forest until 2010.

109. Gengma Fraud #1 resulted in an overstatement of Sino-Forest’s timber holdings for 2007,

2008 and 2009.

110. In 2010, this Standing Timber was then purportedly sold for RMB 1,579 million
(approximately $231 million). However, these same Standing Timber assets were offered as
collateral for a bank loan by Sino-Forest in 2011 so the sale of these assets in 2010 could not

have taken place and been recorded as revenue in that year.
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111. The effect of the revenue overstatement from Gengma Fraud #1 on the public disclosure

record of Sino-Forest is illustrated in paragraph 131 below.

4) Gengma Fraud #2

112. In 2007, Sino-Forest and members of Overseas Management committed fraud (“Gengma
Fraud #2”) in another series of transactions to artificially inflate its assets and revenue from the

purchase and sale of Standing Timber.

113.  In September 2007, Sino-Forest recorded the acquisition of Standing Timber from Yuda
Wood at a cost of RMB 161 million (approximately $21.5 million) related to Standing Timber in
Yunnan Province (the “Yunnan Plantation”). However, Yuda Wood did not actually acquire

these assets in the Yunnan Plantation until September 2008.

114. In 2007, Sino-Forest had also purportedly purchased the land use rights to the Yunnan
Plantation from Yuda Wood at a cost of RMB 53.4 million (approximately $7 million), RMB
52.9 million of which was paid to Yuda Wood during the period from January 2009 to April
2009. Sino-Forest then fabricated the sale of the land use rights to Guangxi Hezhou City Kun’an
Forestry Co., Ltd. (“Kun’an™) pursuant to a contract dated November 23, 2009. Kun’an was
controlled by Sino-Forest through Person #1 and is a company included in the Caretaker

Company List referred to in paragraph 57 above.

115.  Sino-Forest then purported to sell the Standing Timber in the Yunnan Plantation in a
series of transactions between March 2008 and November 2009 for RMB 338 million
(approximately $49 million). As Yuda Wood did not own this Standing Timber asset until
September 2008, Sino-Forest could not have recorded the sale of this Standing Timber prior to
that time. The effect of this revenue overstatement on the public disclosure record of Sino-Forest

is illustrated in paragraph 133 below.
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D. Conclusion Regarding the Standing Timber Fraud

116. The effect of the above conduct is that Sino-Forest and Overseas Management engaged in
deceitful or dishonest conduct related to Sino-Forest’s Standing Timber assets and revenue that
they knew or ought to have known constituted fraud, contrary to subsection 126.1(b) of the Act

and the public interest.

117. Due to the chronic and pervasive nature of the systemic conduct set out above, neither the
magnitude of the Standing Timber Fraud by Sino-Forest and Overseas Management nor the

magnitude of the risk to the pecuniary interests of Investors can be quantified with certainty.

118.  Given their positions as officers of Sino-Forest and/or Sino-Panel, Overseas Management
authorized, permitted or acquiesced in the non-compliance with Ontario securities law by Sino-
Forest and are deemed to have not complied with Ontario securities law pursuant to section

129.2 of the Act. This conduct was also contrary to the public interest.

119.  As CFO of Sino-Forest, Horsley authorized, permitted or acquiesced in Sino-Forest’s
and Overseas Management’s commission of the Standing Timber Fraud and therefore is deemed
under section 129.2 of the Act to have not complied with Ontario securities law.  This conduct

was also contrary to the public interest.

PART V. MATERIALLY MISLEADING STATEMENTS RELATED TO THE
STANDING TIMBER FRAUD

120.  On January 10, 2012, Sino-Forest issued a news release which cautioned that its historic

financial statements and related audit reports should not be relied upon.

121. By failing to properly disclose the elements of the Standing Timber Fraud set out above,
Sino-Forest made statements in its filings to the Commission during the Material Time which
were, in a material respect and at the time and in the light of the circumstances under which they

were made, misleading or untrue or did not state facts that were required to be stated or that were
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necessary to make the statements not misleading. Overseas Management participated in the

conduct that made these statements materially misleading.

122. The misleading, untrue or incomplete statements related to Sino-Forest’s description of
its primary business were contained in (or absent from) Sino-Forest’s continuous disclosure,
including its audited annual financial statements, AlFs and MD&A filed with the Commission
during the Material Time as required by Ontario securities law.” These misleading, untrue or
incomplete statements related to Sino-Forest’s description of its primary business were contained
in (or absent from) Sino-Forest’s short form prospectuses filed with the Commission during the
Material Time, which incorporated by reference the relevant audited annual financial statements,

AlIFs and MD&A as required by Ontario securities law.

123. These misleading statements were related to Sino-Forest’s primary business in the BVI
Model and the WFOE Model, representing approximately 90% of Sino-Forest’s stated timber
assets as of December 31, 2010 and 75% of its stated revenue from 2007 to 2010.

A. Materially Misleading Statements Regarding Ownership of Assets and Revenue
Recognition

124. Members of Overseas Management created and executed the Purchase Contracts in the
BVI Model in the quarters after the assets related to those transactions were recognized. This
made Sino-Forest’s audited annual financial statements, AIFs and MD&A for the years 2006,
2007, 2008, 2009 and 2010 materially misleading.

125.  Further, given that Sino-Forest did not have sufficient proof of ownership of the majority
of its Standing Timber assets due to the courses of conduct set out above, the information
regarding Sino-Forest’s timber holdings in its audited annual financial statements, AlFs and
MD&A for the years 2006, 2007, 2008, 2009 and 2010 was materially misleading. For the same

reasons, the information regarding Sino-Forest's timber holdings in its short form prospectuses

° By way of example, these misstatements include Sino-Forest’s disclosure of “Plantation Rights Certificates for Our
Purchased Plantations” on page 26 of its 2010 AIF and its disclosure of “Implementation and Issuance of new form
Plantation Rights Certificate” on pages 46-47 of its 2010 AIF.
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filed in 2007 and 2009 (which incorporated by reference the relevant audited annual financial

statements, AIFs and MD&A as required by Ontario securities law) was materially misleading.

126. Sino-Forest and members of Overseas Management created and executed the Sales
Contracts in the BVI Model in the quarter after the revenue related to those transactions was
recognized.  This was contrary to the revenue recognition process set out in Sino-Forest’s
continuous disclosure, including its MD&A and the notes to its audited annual financial

statements.

B: Effect of the Dacheng Fraud, the 450,000 Fraud, Gengma #1 and Gengma #2 on
the Reported Revenue of Sino-Forest

1) The Dacheng Fraud

127. The Dacheng Fraud resulted in Sino-Forest fraudulently overstating its revenue in Q3 of

2009 as set out in this table:

Approximate Effect of the Dacheng Fraud on Q3 of 2009 ($ millions)

Quarterly Reported Revenue 367.0
Fraudulently Overstated Revenue 4777
Fraudulently Overstated Revenue 13.0%

as a % of Quarterly Reported Revenue

128.  Sino-Forest reported its revenue for Q3 of 2009 at page 20 of its annual MD&A for 2009
(dated March 16, 2010) and page 87 of its 2009 Annual Report, summarizing the “2009
Quarterly Highlights”.

2) The 450,000 Fraud

129. The 450,000 Fraud resulted in Sino-Forest fraudulently overstating its revenue for Q4 of
2009 as set out in this table:



26

Approximate Effect of the 450,000 Fraud on Q4 2009 ($ millions)

Quarterly Reported Revenue 469.6
Fraudulently Overstated Revenue 30.1
Fraudulently Overstated Revenue 6.4%

as a % of Quarterly Reported Revenue

130.  Sino-Forest reported its revenue for Q4 of 2009 at page 20 of its annual MD&A for 2009
(dated March 16, 2010) and page 87 of its 2009 Annual Report, summarizing the “2009

Quarterly Highlights”.

3) Gengma Fraud #1

131.  Gengma Fraud #1 resulted in Sino-Forest fraudulently overstating its revenue for Q1 and

Q2 of 2010 as set out in this table:

Approximate Effect of Gengma Fraud #1 on Q1 and Q2 2010 ($ millions)
Q12010 Q22010
Quarterly Reported Revenue 251.0 305.8
Fraudulently Overstated Revenue 73.5 157.8

Fraudulently Overstated Revenue
as a % of Quarterly Reported Revenue 29.3% 51.6%

132.  Sino-Forest reported its revenue for Q1 and Q2 of 2010 at page 20 of its annual MD&A
for 2010 (dated March 15, 2011) and page 88 of its 2010 Annual Report, summarizing the “2010

Quarterly Highlights”.

4) Gengma Fraud #2

133.  Gengma Fraud #2 resulted in Sino-Forest fraudulently overstating its revenue for Q1, Q2

and Q3 of 2008 and Q4 of 2009 as set out in this table:
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Approximate Effect of Gengma Fraud #2 on Q1, Q2 and Q3 of 2008 and Q4 of 2009 ($ millions)

Q12008 Q22008 Q32008 Q42009
Quarterly Reported Revenue 136.1 187.1 295.5 469.6
Fraudulently Overstated Revenue 5.7 4.9 5.9 32.6
Fraudulently Overstated Revenue
as a % of Quarterly Reported Revenue 4.2% 2.6% 2.0% 6.9%

134.  Sino-Forest reported its revenue for Q1, Q2 and Q3 of 2008 at page 19 of its annual
MD&A for 2008 (dated March 16, 2009) and page 73 of its 2008 Annual Report summarizing
the “2008 Quarterly Highlights”. Revenue for Q4 of 2009 was reported as set out above in
paragraph 130.

C. Materially Misleading Statements Regarding Internal Controls

135. Sino-Forest’s disclosure in its AIFs and annual MD&A for 2006, 2007, 2008, 2009 and
2010 relating to the material weaknesses in its internal controls was misleading, untrue or
incomplete. This disclosure was also contained in Sino-Forest's short form prospectuses filed in
2007 and 2009 (which incorporated by reference the relevant AIFs and MD&A as required by

Ontario securities law).

136.  Sino-Forest did disclose that the concentration of authority in Overseas Management and
lack of segregation of duties created a risk in terms of measurement and completeness of

transactions, as well as the possibility of non-compliance with existing controls.

137. However, as set out in paragraphs 84 to 86, this disclosure by Sino-Forest was wholly

inadequate, failing to reveal the extent of the weaknesses in Sino-Forest’s internal controls.
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D. Conclusion Regarding Materially Misleading Statements Related to the Standing
Timber Fraud

138. During the Material Time, given the Standing Timber Fraud, Sino-Forest consistently
misled the public in the disclosure required to be made under Ontario securities law. The
conduct of Sino-Forest, Chan, Ip, Hung and Ho was contrary to subsection 122(1)(b) of the Act

and contrary to the public interest.

139.  Further, due to the above conduct, Sino-Forest’s audited annual financial statements did

not comply with Canadian Generally Accepted Accounting Principles.

140. Given their positions as officers of Sino-Forest, Chan, Ip, Ho and Hung authorized,
permitted or acquiesced in Sino-Forest’s making of materially misleading statements and thereby
committed an offence under subsection 122(3) of the Act This conduct was also contrary to the

public interest.

141.  As CFO of Sino-Forest, Horsley authorized, permitted or acquiesced in Sino-Forest’s and
Overseas Management’s making of materially misleading statements and therefore is deemed
under section 129.2 of the Act to have not complied with Ontario securities law. This conduct

was also contrary to the public interest.

PART VL. THE GREENHEART TRANSACTION - FRAUD BY CHAN AND
MATERIALLY MISLEADING STATEMENTS BY CHAN AND SINO-
FOREST

142.  Chan committed fraud in relation to Chan’s undisclosed interest and substantial financial

benefit in the Greenheart Transaction described below.

143. Chan and Sino Forest made materially misleading statements in Sino-Forest’s AIFs for
2008, 2009 and 2010 by not disclosing Chan’s interest in the Greenheart Transaction. These
misleading statements were also contained in Sino-Forest's short form prospectuses filed in 2009

(which incorporated by reference the relevant AlFs and MD&A as required by Ontario securities

law).
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144. 1In 2010, through a complex series of transactions, Sino-Forest completed the purchase of
a controlling interest in Greenheart, a public company listed on the Hong Kong Stock Exchange.
In 2005, the primary assets of Greenheart’s key subsidiary at the time, GRHL, were previously
acquired by the original owners of GRHL for approximately $2 million. ~These assets consisted
of natural forest concessions and operations located in Suriname. The total cost of the Greenheart
Transaction to Sino-Forest was approximately $120 million, composed of a combination of cash

and securities of Sino-Forest.

145. Two of the companies holding shares of GRHL, thus benefitting from the Greenheart
Transaction, were Fortune Universe Ltd. (“Fortune Universe”) and Montsford Ltd.
(“Montsford”). Both Fortune Universe and Montsford were BVI shelf companies incorporated

in 2004 and subsequently acquired by, or for the benefit of, Chan in 2005.

146. Person #10 was the sole director and shareholder of Fortune Universe and Person #4 was
the sole director and shareholder of Montsford. However, Chan arranged for Person #10 and
Person #4 to act as Chan’s nominees. Chan was the true beneficial owner of Fortune Universe

and Montsford.

147. Person #10 was the legal representative and director of one of Sino-Forest’s largest

Suppliers during the Material Time. Person #4 was an acquaintance of Chan based in the PRC.

148.  As a result of the Greenheart Transaction, Fortune Universe and Montsford received over
$22.1 million, comprised of approximately $3.7 million in cash and approximately $18.4 million
in securities of Sino-Forest. The securities of Sino-Forest received by Fortune Universe and
Montsford appreciated in value and were subsequently sold for a total of approximately $35
million. With the help of Person #11 (Chan’s assistant), these securities were sold through
brokerage accounts of Fortune Universe and Montsford which were opened at her direction, on

the instructions of Chan.
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149.  While Sino-Forest disclosed that another director of Sino-Forest had an interest in the
Greenheart Transaction in its AIFs for 2008, 2009 and 2010, it did not disclose that Chan
benefitted directly or indirectly from the Greenheart Transaction through Fortune Universe and

Montsford. Chan certified the AIFs for 2008, 2009 and 2010.

150. Chan knew that he was engaging in deceitful or dishonest conduct in relation to the
Greenheart Transaction and knew that he was making deceitful or dishonest statements to

Investors in Sino-Forest’s continuous disclosure.

151.  Chan placed the pecuniary interests of Investors at risk and committed fraud, contrary to
subsection 126.1(b) of the Act and made materially misleading statements contrary to subsection

122(1)(b) of the Act. This conduct was also contrary to the public interest.

152.  Through Chan, Sino-Forest made materially misleading statements contrary to subsection

122(1)(b) of the Act. This conduct was also contrary to the public interest.

153.  Given his position as Chairman of the Board and CEO of Sino-Forest, Chan, authorized,
permitted or acquiesced in Sino-Forest’s making of materially misleading statements and thereby
committed an offence under subsection 122(3) of the Act. This conduct was also contrary to the

public interest.

154. As Chairman of the Board and CEO of Sino-Forest, Chan authorized, permitted or
acquiesced in Sino-Forest’s commission of fraud and therefore is deemed under section 129.2 of
the Act to have not complied with Ontario securities law. This conduct was also contrary to the

public interest.

PART VII. CHAN, IP, HUNG, HO AND YEUNG MATERIALLY MISLED STAFF

A. Chan Materially Misled Staff

155. During his examination by Staff, Chan made statements that, in a material respect and at

the time and in the light of the circumstances under which they were made, were misleading or
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untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.

156. Chan was asked whether Sino-Forest had any control over certain Suppliers or whether
these Suppliers were independent. Chan misled Staff, responding that they were independent
companies. Chan repeatedly confirmed that Yuda Wood was an independent company and that
it was not controlled by any employee of Sino-Forest. This information was false and

misleading.

B. Ip Materially Misled Staff

157. During his examination by Staff, Ip made statements that, in a material respect and at the
time and in the light of the circumstances under which they were made, were misleading or
untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.

158. Ip misled Staff regarding the creation of Confirmations by Sino-Forest. Ip falsely
informed Staff as to nature of the interaction between the PRC forestry bureaus and Sino-Forest
personnel surrounding the issuance of the Confirmations. Ip also misled Staff about the timing
of purported payments made by Sino-Forest to Suppliers. Ip stated that payments were only

made once the Purchase Contracts were signed. This information was false and misleading.

C. Hung Materially Misled Staff

159. During his examination by Staff, Hung made statements that, in a material respect and at
the time and in the light of the circumstances under which they were made, were misleading or
untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.

160. Hung falsely described the creation of the Purchase Contracts, Sales Contracts and their

attachments, including Confirmations, to Staff. Hung informed Staff that he confirmed the
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accuracy of all the information in the Purchase Contracts. Hung also stated that he ensured that
the attachments to the Purchase Contracts, including Confirmations and Survey Reports, would

be “in place”. This information was false and misleading.

161. Hung also misled Staff as to the timing of alleged payments made pursuant to the

Purchase Contracts.

D. Ho Materially Misled Staff

162. During his examination by Staff, Ho made statements that, in a material respect and at the
time and in the light of the circumstances under which they were made, were misleading or
untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.

163. Ho was specifically asked about what role he took “in the whole BVI process.” Ho
replied, “None whatsoever”, further stating, “No, I’'m not at all involved in the BVI whatsoever.”

This information was false and misleading.

164. Ho also denied that he was copied on any emails or communications involving the BVI

Model. This information was false and misleading.

165. Ho also asserted that Yuda Wood was independent of Sino-Forest and that he had no

control over any aspect of its business. This information was false and misleading.

E. Yeung Materially Misled Staff

166. During his examination by Staff, Yeung made statements that, in a material respect and at
the time and in the light of the circumstances under which they were made, were misleading or
untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.
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167. Yeung was specifically asked about his involvement in the creation of Yuda Wood.
Yeung stated that he assisted with the application process as a favour to his friend, Person #1.
He denied that Sino-Forest supplied the registration capital for Yuda Wood. Yeung also denied
any knowledge of Sino-Forest creating fraudulent transactions involving the purchase and sale of

Standing Timber. This information was false and misleading.

168. Staff reserve the right to make such other allegations as Staff may advise and the

Commission may permit.

DATED at Toronto, Ontario, this 22nd day of May 2012.



SCHEDULE “A”

GLOSSARY OF CERTAIN DEFINED TERMS
AND LOCATION IN THE STATEMENT OF ALLEGATIONS

“AIs” means the authorized intermediaries to whom Sino-Forest purported to sell assets
in the PRC, including Standing Timber (paragraph 45).

“BVI Model” means the business model employed by Sino-Forest to buy and sell assets
through the BVI Subs in the PRC (paragraph 45).

“BVI Network” means the entire network of BVI Subs, Suppliers, Als and other
companies who bought and sold assets in the BVI Model in the PRC (paragraph 56).

“BVI Subs” means wholly owned subsidiaries of Sino-Forest incorporated in the British
Virgin Islands (paragraph 45).

“Caretaker Company List” means the document listing the “peripheral” or “nominee”
companies controlled by “caretakers” on behalf of Sino-Forest (paragraph 57).

“Certificates” means Plantation Rights Certificates issued by the PRC government
(paragraph 72).

“Company” means Sino-Forest Corporation including all of its subsidiaries and
companies it controls as set out in its public disclosure record and as the context within
this Statement of Allegations requires (paragraph 1).

“Confirmations” means the confirmations purportedly executed by forestry bureaus that
Sino-Forest relied upon to evidence ownership of Standing Timber assets in the BVI
Model in the absence of Certificates (paragraph 74).

“Dacheng” means Guangxi Dacheng Timber Co. Ltd. (paragraph 90).

“Dacheng Plantations” means the timber plantations purchased from Dacheng
commencing in 2008 (paragraph 90).

“Dongkou” means Dongkou Shuanglian Wood Company Limited (paragraph 60).
“Farmers’ Authorizations” means farmers’ authorization letters (paragraph 72).
“Fortune Universe” means Fortune Universe Ltd. (paragraph 145).

“Gengma Forestry” means Gengma Dai and Wa Tribe Autonomous Region Forestry
Co., Ltd. (paragraph 107).

“Greenheart” means the company now known as Greenheart Group Limited (paragraph
12).



“Greenheart Transaction” means the series of transactions where Sino-Forest
purchased a controlling interest in Greenheart (paragraph 27).

“GRHL?” means Greenheart Resources Holdings Limited (paragraph 57).

“Haosen” means Guangxi Pingle Haosen Forestry Development Co., Ltd. (paragraph
97).

“Investors” means the securityholders of Sino-Forest (paragraph 3).
“Kun’an” means Guangxi Hezhou City Kun’an Forestry Co., Ltd. (paragraph 114).

“Material Time” means the period from June 30, 2006 to January 11, 2012 (paragraph
15).

“Meishan” means Guangxi Rongshui Meishan Wood Products Factory (paragraph 97).
“Montsford” means Montsford Ltd. (paragraph 145).

“QOffsetting Arrangement” means the payables/receivables arrangement used in the BVI
Model by Sino-Forest to buy and sell Standing Timber (paragraph 48).

“Overseas Management” means Allen Chan, Albert Ip, Alfred C.T. Hung, George Ho
and Simon Yeung (paragraph 13).

“Plantation Fibre” is one of the two subcomponents of Sino-Forest’s core business
segment called Wood Fibre Operation (paragraph 41).

“PRC” means the People’s Republic of China (paragraph 2).

“Purchase Contracts” means the contracts used by Sino-Forest to purchase assets in the
BVI Model (paragraph 45).

“Sales Contracts” means the contracts used by Sino-Forest to sell assets in the BVI
Model (paragraph 45).

“Shaoyang Jiading” means Shaoyang Jiading Wood Products Co. Ltd. (paragraph 68).

“Sino-Forest” means Sino-Forest Corporation including all of its subsidiaries and
companies it controls as set out in its public disclosure record and as the context within
this Statement of Allegations requires (paragraph 1).

“Sino-Panel” means Sino-Panel (Asia) Inc., a subsidiary of Sino-Forest (paragraph 39).

“Sino-Panel Companies” means the three subsidiaries of Sino-Panel which purported to
purchase Standing Timber from Yuangao (paragraph 96).

“Sino-Panel Gengma” means Sino-Panel (Gengma) Co., Ltd., a Sino-Forest subsidiary
(paragraph 107).



“Sonic Jita” means Hong Kong Sonic Jita Engineering Co., Ltd. (paragraph 64).

“Standing Timber” means all of the Plantation Fibre subcomponent of Wood Fibre
Operations and as the context within this Statement of Allegations requires (paragraph
42).

“Suppliers” means the parties from whom Sino-Forest purported to buy assets in the
PRC, including Standing Timber (paragraph 45).

“Survey Reports” means timber survey reports (paragraph 72).

“WFOE Model” means the business model employed by Sino-Forest to buy and sell
assets through its WFOEs (paragraph 46).

“WFOEs” means Wholly Foreign Owned Enterprises which were subsidiaries of Sino-
Forest (paragraph 46).

“Xinqi” means Gaoyao City Xinqi Forestry Development Co., Ltd. (paragraph 97).

“Yuangao” means Guangxi Hexhou City Yuangao Forestry Development Co., Ltd.
(paragraph 96).

“Yuda Wood” means Huaihua City Yuda Wood Ltd. (paragraph 57).

“Yunnan Plantation” means the Standing Timber plantations in Yunnan Province
purportedly purchased in 2007 from Yuda Wood (paragraph 113).



SCHEDULE “B”

SELECTED INFORMATION FROM THE 2005-2010
AUDITED ANNUAL FINANCIAL STATEMENTS OF SINO-FOREST

Reported Revenue

December 31, 2010
December 31, 2009

December 31, 2008 (restated amount )

December 31, 2007

December 31, 2006 (restated amount)

December 31, 2005

Reported Total Assets

December 31, 2010
December 31, 2009
December 31, 2008
December 31, 2007
December 31, 2006
December 31, 2005

Reported Timber Assets (with % of total assets)

December 31, 2010
December 31, 2009
December 31, 2008
December 31, 2007
December 31, 2006
December 31, 2005

Number of Outstanding Common Shares

December 31, 2010
December 31, 2009
December 31, 2008
December 31, 2007
December 31, 2006
December 31, 2005

$1,923,536,000
1,238,185,000
896,045,000
713,866,000
555,480,000
493,301,000

$5,729,033,000
3,963,899,000
2,603,924,000
1,837,497,000
1,207,255,000
895,271,000

$3,122,517,000 (55%)
2,183,489,000 (55%)
1,653,306,000 (63%)
1,174,153,000 (64%)

752,783,000 (62%)
513,412,000 (57%)

245,740,889
242,129,062
183,119,072
182,592,961
137,999,548
137,789,548



SCHEDULE "C"

Sino-Forest Corporation
Overview of the Standing Timber Fraud
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Fraudulently Overstated Revenue

Resulting Misleading Public Disclosure

ire to provide full, true and plain disclosure of the Sino-Forest business and its associated |

Secret Control of the 'BVI Network' & 'Peripheral Companies'

Concealment of Sino-Forest's control of Suppliers, Al's and other Nominee Companies in the ‘BVI Network'

Deceitful and Back-Dated Transaction Documentation Process

Creation of deceitful documentation to evidence the purported purchase/ownership and sale of Standing Timbe.

Significant Internal Control Weaknesses/Failures

Lack of Segregation of Duties, the "Off-book” Offsetting Arrangement
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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

FIRST REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC,,
IN ITS CAPACITY AS MONITOR

INTRODUCTION

1. On March 30, 2012 (the “Filing Date”), Sino-Forest Corporation (“Sino-Forest”
or the “Company”) filed for and obtained protection under the Companies’
Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the “CCAA”).
Pursuant to the Order of this Honourable Court dated March 30, 2012 (the
“Initial Order”), FTI Consulting Canada Inc. (“FTI Canada”) was appointed as
the Monitor of Sino-Forest (the “Monitor”) in the CCAA proceeding. The Initial
Order provided, inter alia, for a stay of proceedings through to and including
April 29, 2012. The proceedings commenced by the Company under the CCAA
will be referred to herein as the “CCAA Proceedings”. A copy of the Initial
Order is attached as Appendix “A” hereto.

2. On the Filing Date, the Court also issued an Order authorizing the Company to
conduct a Sale Process (the “Sale Process Order”). A copy of the Sale Process

Order is attached as Appendix “B” hereto.




Purpose

3.

The purpose of this First Report of the Monitor (the “First Report”) is to:

(a) provide this Honourable Court with information pertaining to the initial
activities of the Company since the date of the Initial Order in respect of

the following:
(i) Events since the commencement of the CCAA proceedings;

(i)  The Company’s actual receipts and disbursements for the period

from March 31, 2012 to April 6, 2012;

(iii)  The Company’s post-filing consolidated cash position and liquidity
as detailed in the Company’s April 11 Forecast (defined below);

(iv)  The Monitor’s other activities since filing; and

(b) Support the Company’s motion and recommend that the Court grant an
order extending the stay of proceedings (the “Stay Period”) to and
including July 9, 2012.

In preparing this First Report, the Monitor has relied upon unaudited financial
information of the Company, the Company’s books and records, certain financial
information prepared by the Company, the Reports of the Independent Committee
of the Company’s Board of Directors dated August 10, 2011, November 13, 2011,
and January 31, 2012, and discussions with the Company’s management. The
Monitor has not audited, reviewed or otherwise attempted to verify the accuracy
or completeness of the information. Accordingly, the Monitor expresses no
opinion or other form of assurance on the information contained in this First
Report or relied on in its preparation. Future oriented financial information
reported or relied on in preparing this First Report is based on management’s
assumptions regarding future events; actual results may vary from forecast and

such variations may be material.
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Unless otherwise stated, all monetary amounts contained herein are expressed in

US Dollars.

The terms “Sino-Forest Companies” and “Sino-Forest” refer to the global
enterprise as a whole but do not include references to the Greenheart Group

(defined below).

Capitalized terms not defined in this First Report are as defined in the pre-filing
report of the proposed monitor dated March 30, 2012 (the “Pre-Filing Report™)
and the affidavit of W. Judson Martin sworn March 30, 2012 (the “Initial Order
Affidavit”).

GENERAL BACKGROUND

Sino-Forest Business

10.

1.

Sino-Forest conducts business as a forest plantation operator in the People’s
Republic of China (“PRC”). Its principal businesses include ownership and
management of forest plantation trees, the sale of standing timber and wood logs,

and complementary manufacturing of downstream engineered-wood products.

The Company is a public holding company whose common shares are listed on
the Toronto Stock Exchange. Prior to August 26, 2011 (the date of the Cease
Trade Order, defined below), the Company had 246,095,926 common shares
issued and outstanding and trading under the trading symbol “TRE” on the TSX.

On June 2, 2011, Muddy Waters, LLC (“MW?”), which held a short position on
the Company’s shares, issued a report (the “MW Report”) alleging, among other
things, that Sino-Forest is a “ponzi-scheme” and a “near total fraud”. The MW
Report was issued publicly and immediately caught the attention of the media on

a world-wide basis.

Subsequent to the issuance of the MW Report, the Company devoted extensive
time and resources to investigate and address the allegations in the MW Report as

well as responding to additional inquiries from, among others, the Ontario
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Securities Commission, the Royal Canadian Mounted Police and the Hong Kong

Securities and Futures Commission.

12.  In view of the MW Report, the subsequent litigation and regulatory investigations
and other issues continue to have a significant negative impact on the Company
and have threatened the long term viability of Sino-Forest’s operations. For the
reasons discussed in the Pre-Filing Report and the Initial Order Affidavit, the
Company and the business was placed into a stalemate that could not be resolved

without the Court supervised solution offered by the CCAA Proceedings.

13.  The Pre-Filing Report and the Initial Order Affidavit provide a detailed outline of
Sino-Forest’s corporate structure, business, reported assets and financial
information as well as a detailed chronology of the Company and its actions since

the issuance of the MW Report in June 2011.
EVENTS SINCE THE PROCEEDINGS
Cooperation with Management and the Establishment of Protocols

14. As was set out in both the Pre-Filing Report and the Initial Order Affidavit as well
as stated in submissions during the Initial Order hearing on March 30, 2012, Sino-
Forest, for all intents and purposes, does not have any business operations in
Canada. Instead, the Company’s operations are carried on through its subsidiaries

primarily in Hong Kong and the PRC.

15.  As such, it has been the priority of the Monitor (both directly as well as through
FTI Consulting (Hong Kong) Limited (“FTT HK”) to establish communication
protocols and reporting mechanisms with Sino-Forest in Hong Kong and the PRC.
It is the Monitor’s view that establishing and maintaining these protocols are
essential in order for the Monitor to fulfill its powers, duties and obligations under
the Initial Order as well as for the Company to comply with its obligations under

the Support Agreement.

16.  Although it remains early into the proceedings, to date, Sino-Forest’s

ONSULTING
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management has been cooperative in establishing necessary communication and

reporting protocols as set out above.

The Monitor has held in-person meetings with Senior Management in both
Toronto and Hong Kong to outline the Monitor’s responsibilities and information

required by the Company immediately and on an ongoing basis.

The Monitor has held numerous conference calls with the financial advisors and
legal counsel to the noteholders (the “Advisors to the Noteholders”), as well as
with the Noteholders. The Monitor has participated in in-person meetings with

the Advisors to the Noteholders both in Toronto and Hong Kong.

Ontario Securities Commission (“OSC”)

19.

20.

21.

As was outlined in the Pre-Filing Report and the Initial Order Affidavit,
subsequent to the release of the MW Report, the OSC announced that it was
launching an investigation into the conduct and affairs of the Company. On
August 26, 2011, the Commission issued a temporary cease trade order (“CTO”)
in respect of the Company’s securities as well as in respect of Allen Chan, Albert
Ip, Alfred Hung, George Ho and Simon Yeung. The CTO was subsequently

extended and remains in effect as of the date of this Report.

On April 5, 2012, the Company advised the Monitor that it had received an
“enforcement notice” (the “Notice”) from the OSC. The Company also advised
the Monitor that it was aware that notices had also been issued to Mr. Chan, Ip,

Ho and Yeung as well as to David Horsley, the Company’s chief financial officer.

The Monitor and its counsel were provided a copy of the Notice. However, given
the confidential nature of OSC enforcement proceedings, the Monitor and its
counsel provided a confidentiality undertaking with respect to the contents of the

Notice.

The Company has advised the Monitor that it is currently considering the

allegations made in the Notice and the appropriate next steps to take. The



-6-

Monitor will continue to monitor and consult in the situation as it continues to

develop.
The Comeback Date
23, Pursuant to the endorsement of Justice Morawetz in connection with the Initial

Order and the Sale Process Order (the “April 2 Endorsement”) a comeback date
was scheduled for April 13,2012, A copy of the April 2 Endorsement is attached
as Appendix “C” hereto.

24. Since the Filing Date, the Monitor or its counsel has had conversations with the
majority of those parties who appeared on the initial hearing to determine whether

any such parties intended to seek relief at the comeback motion.

25.  On April 10, 2012 counsel for the “Ad Hoc Committee of Purchasers of the
Applicant’s Securities, including the Representative Plaintiffs in the Ontario Class
Action against the Applicant” served a notice of motion returnable on the
comeback date seeking extensive relief with respect to the Company’s CCAA
proceedings. A 9:30 chambers appointment was held on April 11, 2012 to discuss
certain aspects of that motion, including scheduling. At the chambers
appointment, those parties present agreed upon language for an endorsement with
respect to the bulk of that motion. A copy of the endorsement is attached as
Appendix “D”. There were two aspects of the motion as set out in paragraph 2(a)
and (b) of the notice of motion for which there are ongoing discussions regarding
scheduling. As of the writing of this Report, a court conference call has been
scheduled for April 12, 2012 at which time, the Monitor expects further progress

to be made on that matter.

RECEIPTS AND DISBURSEMENTS FOR THE PERIOD TO APRIL 6, 2012

Cost Reduction and Cash Management

26. Since the Filing Date, the Monitor has also been focussed on working with the

Company to reduce its projected cash spend during the CCAA proceedings.
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Given the nature of the proceedings and the fact that the Company, itself, has little
or no operations, the majority of the projected cash outflow during the CCAA

proceedings consists of professional fees.

The March 29 Forecast was prepared by the Company in consultation with the
proposed monitor based on the historical spend on professional fees prior to the
commencement of the CCAA proceedings. However, given the Initial Order
(including importantly the stay of proceedings) and the Company’s obligation to
produce a Restructuring Budget (as defined in and pursuant to the Support
Agreement) to the Ad Hoc Bondholders, the Company and the Monitor have now

reviewed these expenses with a view to reducing fees where the Company is able.

These efforts have resulted in a net reduction in the same 13-week period of
CDN$3.9 million and are further described and reflected in the summary of the

Company’s revised cash flow forecast set out below.

Actual Receipts & Disbursements for the Period March 31, 2012 to April 6, 2012

29.

The Company’s actual net cash flow for the period from March 31 to April 6,
2012 (the “Current Period”) together with an explanation of key variances as
compared to the March 29 Forecast (as defined in the Monitor’s Pre-filing Report)
is described below. Actual net cash flows for the Current Period were

approximately $1.9 million higher than forecast and summarized as follows:

HEWLIING



$ 000 CAD Forecast | Actual [ Difference
Cash inflow

Interest Income $ - $ 2198
Total cash inflows $ - $ 209 2
Cash outflow

Payroll and Benefits $ - 3 - $ -

Board & Committee Fees $ 7118 - S (71)

Travel $ 26 | $ 15| an

Rent,Communication & Utilities || $ 1% 718 6

Taxes & Other $ 338 318 &l
Total cash outflows $ 1318 2518 (106)
Net Operating Cashflow $ a3n| s 23)| 8 108
Restructuring Costs

Professional Fees $ 19108 46 | $ (1,864)
Total Restructuring Costs $ 19108 46 [ $ (1,864)
Net Cash Flow $ (2,041 $ ©9s 1,972
Opening Cash Balance $ 67846 S 67,834 |9 (12)
Net Cash Balance $ (2,041) S ©NHs$s 1,972
Ending Cash Balance $ 65805(% 67,765|3% 1,960

30.  The key variance in actual receipts and disbursements compared to the March 29

Forecast is a favourable variance of $1.9 million relating to professional fees.
This variance is temporary in nature and is expected to reverse in the coming

weeks as invoices are submitted by the professionals and paid by Sino-Forest.

THE COMPANY’S CASH FLOW FORECAST

Cash Flow Projections

31.  The Company has prepared a revised cash flow forecast for the period April 7,
2012 to July 13, 2012 (the “April 11 Forecast”). A copy of the April 11 Forecast
is attached as Appendix “E”. The April 11 Forecast shows a negative net cash

flow of approximately $16.6 million, and is summarized below:




$000 CAD

Cash inflow

Interest Income $ 412
Total cash inflows $ 412
Cash outflow

Payroll and Benefits $ 211

Board & Committee Fees b 483

Travel $ 341

Rent,Communication & Utilities $ 76

Taxes & Other S 197
Total cash outflows $ 1,308
Net Operating Cashflow $ (895)
Restructuring Costs

Professional Fees S 15,714
Total Restructuring Costs $ 15,714
Net Cash Flow $ (16,609
Opening Cash Balance $ 67,765
Net Cash Balance $ (16,609)
Ending Cash Balance $ 51,156

32. It is anticipated that the Company’s projected liquidity requirements throughout
the CCAA Proceedings will be met by existing cash available to the Company.

EXTENSION OF THE STAY PERIOD

33.  The initial 30-day stay period provided by the Initial Order expires on April 29,
2012. In order to allow the Company sufficient time to continue toward its
restructuring goals, Sino-Forest is requesting that the stay period be extended to

July 9, 2012.

34.  The Monitor believes that the proposed extension is fair and reasonable in the
circumstances. As set out in the Sale Process Order, the Phase 1 Bid Deadline
expires June 28, 2012. The Monitor is of the view that the Company will require
the protection of the stay of proceedings throughout this time to determine

whether there is any preliminary interest in the business, as marketed pursuant to

EATEY

CONSULTING
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the Sale Process Order. The proposed extension will also provide the Company
(in consultation with the Monitor and others) with a short window after the Phase

1 bid deadline to consider next steps based on the results.

The Monitor believes that Sino-Forest is acting in good faith and with due

diligence in taking steps to facilitate is restructuring and sale of its operations.

OTHER ACTIVITIES OF THE MONITOR

36.

37.

38.

39.

40.

41.

Pursuant to the Initial Order, on April 5, 2012, the Monitor published a notice in
the Wall Street Journal and the Globe and Mail. Copies of the notices published
by the Monitor are attached hereto as Appendices “F” and “G”.

On April 4, 2012, the Monitor also completed its mailing of a notice of the CCAA

Proceedings. The mailing was sent to all known creditors.

On March 31, the Monitor posted a copy of the Support Agreement and the

Joinder Agreement on the Monitor’s Website (defined below).

The Monitor has made various materials relating to the CCAA proceedings
available on a website being maintained by the Monitor at:

http://cfcanada.fticonsulting.com/sfc/ (the “Monitor’s Website”), including, the

Pre-filing Report, the Company’s Application Materials, the Initial Order, a list of
the Company’s known creditors as at March 30, 2012 and the service list. The
Monitor will continue to update the website by posting Monitor’s reports, motion

materials and Orders granted in the CCAA proceedings.

The Monitor has also established a hotline (416-649-8094) to allow creditors and
other interested parties to contact the Monitor to obtain additional information
concerning the CCAA Proceedings. As of the date of this report, the Monitor has
received over 30 calls and emails. The Monitor continues to respond to these

enquiries in a timely manner.

In accordance with section 23 of the CCAA, the Monitor filed the following

documents with the Superintendent of Bankruptcy within the prescribed
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deadlines:
(a) Form 1- Information pertaining to the Initial Order;
(b) Copies of the initial application and the Initial Order; and
() Form 2- Debtor Company Information Summary (Commencement of
Proceedings).
CONCLUSION
42.  For the reasons set out above, the Monitor supports and recommends the

Company’s request for an extension of the Stay Period to July 9, 2012.

FoT v

COHEULTIND
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The Monitor respectfully submits to the Court this First Report.
Dated this 11" day of April, 2012.
FTI Consulting Canada Inc.

In its capacity as Monitor of
Sino-Forest Corporation, and not in its personal capacity

o
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Greg Watson Jodi B. Porepa
Senior Managing Director Marlaging Director




APPENDIX “A” — INITIAL ORDER

Attached.




Coutt File NoCV=19-T662-00C L

ONTARIO
Qe SUPERIOR COURT OF JUSTICE
- __M ' COMMERCIAL LIST
SELTTES oy
L@&g@gﬁ NOURABLE MR. ) FRIDAY, THE 30"
JUSTICE MORAWETZ ) DAY OF MARCEH, 2012

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.8.C, 1985, ¢, C-36, AS AMENDED

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

INITIAL ORDER

THIS APPLICATION, made by Sino-Forest Corporation (the “Applicant™), pursuant fo
the Companies’ Creditors Arrangement Act, R.8.C, 1985, ¢. C-36, as amended (the “CCAA")
was heard this day at 330 University Avenue, Toronto, Ontatlo.

ON READING the affidavit of W, Judson Martin sworn March 30, 2012 and the Exhibits
thereto (the “Martin Affidavil”) and the Pre-Filing Report of the Proposed Monitor, FTI
Consulting Canada Ino. (“FTI?) (the “Monitor’s Pre-Filing Report”), and on being advised that
there are no secured creditors who are likely to be affected by the charges created hetein, and on
hearing the submmisslons of counsel for the Applicant, the Applicant's directors, FTI, the ad hoc
committee of holders of notes issued by the Applicant (the “Ad Hoc Noteholders™), and no one

elso appearing for any other party, and on reading the consent of FTT to act as tho Monitor,



SERVICE

1, THIS COURT ORDERS that the time for service of the Notice of Application, the
Application Record and the Monitor's Pre-Filing Report is hereby abridged and validated so that
this Application is properly returnable today end hereby dispenses with further service thereof,

APPLICATION

2, THIS COURT ORDERS AND DECLARES that the Applicant is & company to which
the CCAA applies.

PLAN:OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicant shall have the authority to file and may,
subject to further erder of this Court, file with this Court & plan of eompromise or arrangement
(hereinafter referred to as the “Plan™),

4. THIS COURT ORDERS that the Applicant shall be entitled to soek any ancillary or other
relief from this Court in respect of any of iis subsidiaries in connection with the Plan or

otherwise in respect of these procesdings,
POSSESSION OT PROPERTY AND OPERATIONS

35, THIS COURT ORDERS that the Applicant shall remain in possession and control of its
current and future agsets, undertakings and properties of every nature and kind whaitsoever, and
wherever situate including all proceeds thereof (the “Property™). Subject to further Order of this
Court, the Applicant shall contlnue to- carry on business in a manner consistent with the
preservation of it business (the “Business™) and Propetty. The Applicant shall be authorized
and empowered to continue to retain and employ the employees, consultants, agents, experts,
accountants, counsel and such other petsons (collectively “Assistants™) currently retained or
employed by it, with liberty to retain such further Assistants as it deems reasonably necessary or
desitable 1n the ordinary course of business or for the carrying out of the terms of this Order,

6. THIS COURT ORDERS that the Applicant shall be entltled but not required to pay the
following expenses, whether incutred prior to or after this Order:



@

(b)

©)

(d)

.70

all outstanding and future wages, salaries, employoe and pension benefits, vacation
pay and expenses payable on or after the date of this Order, in each case incurred in
the ordinary course of business and consistent with existing compensation policies

and arrangements;

the fees and dlsbursements of any Assistants retained or employed by the Applicant
in respect of these proceedings, at their standard rates and charges;

the fees and digbursemenis of the directors and counsel to the directors, at their
standard rates and charges; and

such other amounts as are set out in the March 29 Forecast (as defined in the
Monitot's Pre-Filing Report and attached as Bxhibit "DD" to the Martin Affidavit),

THIS COURT ORDERS that, except as otherwise provided to the contrary herein, the

Applicant shall be entitled but not required to pay all reasonable expenses incurred by the

Applicant in carrying on the Business in the ordinary course after this Order, and in carrying out

the provisions of this Order, which expenses shall include, without Hmitation:

(8)

(b

8.

all expenses and capital expenditures reasonably necessary for the preservation of the
Propety or the Business including, without limitation, payments on account of
insurance (Including directors and officers insurance), maintenance and seourity

gervices; and

payment for goods or services actually supplied to the Applicant following the date of
this Order,

THIS COURT ORDERS that the Applicant shall remit, in accordence with legal

requirements, or pay:

()

any statutory deemed trust amounts in favour of the Crown in right of Canada or of
any Province thereof or any other taxation authority which are requited to be
deducted from employees’ wages, inoluding, without limitation, amounts in respect of
1y employment insurance, (if) Canada Pension Plan, (iii) Quebeo Pension Plan, and

(1v) income taxes;



(b)  all goods and services or other applicable sales taxes (collectively, “Sales Taxes”)
required to be remitted by the Applicant in connection with the sale of goods and
services by the Applicant, but only where such Sales Taxes are-acciued or collected
after the date of this Order, ot where such Sales Taxes were aocrued ot collected prior
to the date of this Order but not required to be remitted until on or after the date of
this Order; and

(¢)  any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivislon thereof oy any other taxation authotity in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable o or in respect of the carrying on of the Business
by the Applicant.

9, THIS COURT ORDERS that until a real property lease is disclaimed ot resiliated in
accordance with the CCAA, the Applicant shall pay all amounts constituting rent or payable as
rent under real property leases (including, for greater certainty, common area maintenance -
charges, utilities and realty taxes and any other amounts payable to the landlord under the lease)
or as otherwise may be negotiated between the Applicant and the landlord from time to time
(“Rent”), for the period commencing from and including the date of this Order, twice-monthly in
equal payments on the first and fifteenth day of each month, in advance (but not in arrears), On
the date of the first of such payments, any Rent relating o the perlod commencing from and
including the date of this Order shall also be paid,

10, THIS COURT ORDERS that, except as specifically permitted herein, the Applicant is
hereby directod, until further Order of this Court: (a) to make no payments of principal, interest
thereon of otherwise on account of amounts owlng by the Applicant to any of its crediters as of
this date; (b) to grant no securily interests, trust, Hens, charges ot encumbrances upon or in
respect of any of its Property; and (c) to not grant credit or ineur liabilities except in the ordinary
course of the Business,



RESTRUCTURING

11, THIS COURT ORDERS that the Applicant shall, subject to such requirements as ate
imposed by the CCAA and such covenants as may be contained in the Support Agreement (as
defined below), have the right to!

(1)  permanently or temporarlly cease, downsize or shut down any of ifs business or
operations, and to dispose of redundant or non-materfal assets not exceeding
US8$500,000 in any one transaction or US$1,000,000 in the aggregate;

(b)  terminate the employment of such of its employees or temporarily lay off such of ifs

employees as it deems appropriate; and

(©)  pursuesall avenues of refinancing of its Business or Property, In whole or part, subject

to priorapproval of this Court belng obtalned before any material refinancing

all of the foregoing to permit the Applicant te- proceed with an orderly restructuring of the
Business.

12, THIS COURT ORDERS that the Applicant shall provide each of the relevant landlords
with notice of the Applicant's intention to remove any fixtures from any leased premises at least
seven (7) days prior to the date of the intended removal, The relevant landlord shall be entitled
to have a 1'epresentat'ive present In the leased premises to observe such removal and, if the
landlord disputes the Applicant's entitlement to remove any such fixture under the provisions of
the lease, such flxture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors, such landlord and the Applicant, or by further Order of this Court
upon application by the Applicant on at least two (2) days notice to such landlord and any such
secuted creditors. If the Applicant disclaims or resiliates the lease governing such leased
premises in accordance with Section 32 of the CCAA, it shall not be required to pay Rent under
such lease pending resolution of any such dispute (other than Rent payable for the notice period
provided for in Section 32(5) of the CCAA), and the disclaimer or resiliation of the lease shall be
without prejudice to the Applicant's claim to the fixtures in dispute,

13, THIS COURT ORDERS that if a notice of disclaimer or resiliation is delivered pursuant
to Section 32 of the CCAA, then (a) during the notice period prior to the effective time of the



disclaimer or resiliation, the landlord may show the affected leased premises to prospective
tenants during normal business houts, on glving the Applicant and the Monitor 24 howrs’ prior
witten notice, and (b) at the effective time of the disclaimer or resiliation, the relevant landlord
shall be entitled to take possession of any such leased premises without walver of or prejudice to
any claims ot rights such landlord may have against the Applicant in respect of such lease or
leased premises and such landlord shall be entitled to notify the Applicant of the basis on which
1t is taking possession and to gain possession of and re-lease such leased promises to any third
party or parties on such terms as such Iandlord considers advisable, provided that nothing herein
shall relieve such landlord of its obligation to mitigate any damages claimed in connection
therewith.

RESTRUCTURING SUPPORT AGREEMENT

14,  THIS COURT ORDERS that the Applicant and the Monitor are authorized and directed
to engage in the following procedures to notify noteholders of the restructuring support
agresment dated as of March 36, 2012 (the "Support Agreement") between, among others, the
Applicant and certain notcholders (the "Initial Consenting Noteholders®), appended as Bxhibit
R 1o the Martin Affidavit, to enable any additional noteholders to execute a Joinder Agreement
in the form attached as Scheduls "C" to the Support Agreement and to become bound thereby as
Consenting Noteholders (as defined in the Support Agreement):

(8)  the Monitor shall without delay post a copy of the Support Agreement on its website
at http:/ofeanada, filconsulting,com/sfo (the "Monitor's Website"); and

(b)  the notice to be published by the Monitor pursuant to paragraph 51 of this Order shall
include a statement In form and substance acceptable to the Applicant, the Monitor
and counsel to the Ad Hoc Noteholders, each acting reasonably, notifying noteholders
of the Support Agreement and of the deadline of 5:00 p.m, (Toronto time) on May 15,
2012 (the "Consent Date") by which any noteholder (other then an Initial Consenting
Noteholdet) who wishes to become entitled to the Barly Consent Consideration
pursuant to the Support Agreement (If such Early Consent Consideration becomes
payable pursuant to the terms thereof) must execute and return the J oinder Agreement
to the Applicant, and shall direct noteholders to the Monttor's Website where a coby
of the Support Agreement (including the Joinder Agreement) can be obtained.



15,  THIS COURT ORDERS that any noteholder (other than an Initial Consenting
Noteholder) who wishes to become a Consenting Noteholder and become entitled to tho Early
Coonsent Consideration (if such Eatly Consent Consideration becomes payable pursuant to the
terms thereof, and subject to such noteholder demonstrating its holdings to the Monitor in
accordance with the Support Agreement) must execute a Joinder Agreement and return it to the
Applicant and the Noteholder Advisors (as defined belew) in accordance with the instructions set
out in the Support Agreement such that it is Teceived by the Applicant and the Noteholder
Advisors prior to the Consent Deadline and, upon so doing, such noteholder shall become a

Consenting Noteholder and shall be bound by the terms of the Support Agreement.

16, THIS COURT ORDERS that ag soon as practicable after the Consent Deadline, the
Applicant shall provide to the Monitor coples of all executed J oinder Agreements received from
noteholders priot to the Consent Deadline,

NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY

17, THIS COURT ORDERS that until and including April 29, 2012, or such later date as this
Court may order (the “Stay Perlod”), no proceeding or enforcement process in any court or
tribunal (each, & “Proceeding”) shall be commenced or continued against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property, except with the written
consent of the Applicant and the Monitor, or with leave of this Court, and any and all
Proceedings currently under way against or in respect of the Applicant or affecting the Business
or the Property are hereby stayed and suspended pending further Order of this Court,

18,  THIS COURT ORDERS thatuntil and including the Stay Perled, no Proceeding shall be
commenced or continued by any noteholder, indenture trustes or secutity trustee (each in respect
of the notes issued by the Applicant, collectively, the "Noteholders") against o in respect of any
of the Applicant's subsidiaries listed on Schedule "A" (each & "Subsidiary Guarantor", and
collectively, the "Subsidiary Guarantors"), except with the written -consent of the Applicant and
the Monitor, or with leave of this Court, and any and all Proceedings curtently under way by &
Noteholder against or in respect of any Subsidiary Guatantors are hereby stayed and suspended
pending further Order of this Court.



NO EXERCISE OF RIGHTS OR REMEDIES

19,  THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, fiim, corporation, governmental body or agency, or any other entities (all of the
foregoing, collectively being “Persons” and each being a ‘Person”) agalnst or in respect of the
Applicant or the Monitor, or affecting the Business or the Propetty, ate hereby stayed and
suspended and shall not be commenced, proceeded with -or continued, except with the written
consent of the Applicant and the Monitor, or leave of this Court, provided that nothing in this
Order shall () empower the Applicant fo carry on any business which the Applicant is not
lawfully entitled to carry on, (i) affect such investigations, actions, suits or proceedings by a
regulatory body as are permitted by Section 11,1 of the CCAA, ili) prevent the fillng of any
registration to preserve or perfect & security interest, (v) prevent the registration of a claim for
ljen, ot (v) prevent the exetcise of any termination rights of the Consenting Noteholders under

the Support Agreement.

20, THIS COURT ORDERS that during the Stay Pesiod, all rights and remedies of the
Noteholders against or in respect of the Subsidiary Guarantors are hereby stayed and suspended
and shall not be commenced, prooeeded with or oontiﬁued, exoept with the written consent of the
Applicant and the Monitor, ot leave of this Court, provided that nothing in this Order shall (i)
empowet any Substdiaty Guarantor to catry on any business which such Subsidiary Guarantor is
not lawfully entitled to carry on, (if) affect such investigations, actions, suits or proceedings by a
regulatory body as are permitied by Section 11,1 of the CCAA, (iif) prevent the filing of any -
registration, to preserve ot petfect a security interest, or (iv) prevent the revgistration of a-claim for
len,

NO INTERFERENCE WITH RIGHTS

21,  THIS COQURT ORDERS that during the Stay Period, no Person shall discontinue, fall to
honout, alter, interfere with, repudiate, terminate or oease to perform any right, renewal right,
contract, agreement, lcence or permit in favour of or held by the Applicant, except with the

written consent of the Applicant and the Monitor, or leave of this Court,



CONTINUATION OF SERVICLES

29, THIS COURT ORDERS that during the Stay Period, all Persons having eral -or written
agteements with the Applicant or statutory or regulatory mandates for the supply of goods and/or
services, including without limitation all computer software, communication and other data
services, centralized banking services, payroll services, insurance, transportation services, utility
or other services to the Business or the Applicant, are heteby restrained until further Order of this
Court from discontinuing, altering, interfering with or terminating the supply of such goods or
setvices as may be required by the Applicant or exercising any other remedy provided under
such agreement or arrangements, and that the Applicant shall be entitled to the continved use of
its cutrent premises, telephone numbers, facsimile numbers, internet addresses and domain
names, provided in each case that the notmal prices or charges for all such goods or servicesg
vecelved after the date of this Order are paid by the Applicant in accordance with normal
payment practices of the Applicant or such ether practices as may be agreed upon by the supplier
or service provider and each of the Applicant and the Monitor, or as may be ordered by this
Coutt,

NON-DEROGATION OF RIGHTS

93, THIS COURT ORDERS that, notwithstanding anything else in this Otder, no Person
shall be prohibited from requiring immediate payment for goods, services, use of lease or
licensed property or other valuable consideration provided on or after the date of this Order, nor
shall any Petson be under any obligation on or after the date of this Order to adyance or re-
advance any monies or otherwlse extend any credit to the Applicant, Nothing in this Order shall
derogate from the rights conferred and obligetions imposed by the CCAA,

PROCEEDINGS AGAINST DIRECTORS AND OFTICERS

24, THIS COURT ORDERS that durlng fhe Stay Perlod, and except as permitied by
subseotion 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any
of the former, current or future directors or officers of the Applicant with respect to any claim
against the directors or officers that arose before the date hereof and that relates to any
obligations of the Applicant whereby the directors or officers are alleged under any law to be
lishle in thelr capacity as directors or officers for the payment -or performance of such
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obligations, until a compromise or atrangement in respect of the Applicant, if one is filed, is

sanctioned by this Court or is refused by the affected creditors of the Applicant or this Court,
DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGI,

95.  THIS COURT ORDERS that the Applicant shall (i) indemnify its directors and officers
against obligations and liabilities that they may incur as directors ot officers of the Applicant
after the commencement of the within proceedings, and (ii) make payments of amounts for
which its directors and officers may be liable as obligations they‘ may incur as directors or
officers of the Applicant after the commencement of the within proceedings, except to the extent
that, with respect to any officer ot director, the obligation or Hability was incurred as a result of

the director’s or officer’s gross negligence or wilful misconduct,

26,  THIS COURT ORDERS that the directors and officers of the Applicant shall be entitled
to the benefit of and are hereby granted a charge (the “Directors’ Charge”) on the Property (other
than the Applicant's assets which are subject to the Personal Property Securlty Act reglstrations
on Schedule "BY hereto (the "Excluded Property")), which charge shall not exceed an aggregate
amount of $3,200,000, as secunity for the indemnity provided in paragraph 25 of this Order. The
Directors’ Charge shall have the priority set out in paragraphs 38 and 40 hetein,

27, THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim the benefit of
the Directors’ Charge, and (b) the Applicant's directors and officers shall only be entitled to the
benefit of the Directots’ Charge to the extent that they do not have coverage under any directors’
and officers’ insurance policy, or to the extent that such coverage is insufficient to pay amounts
indemnified in accordance with paragraph 25 of this Order,

APPOINTMENT OF MONITOR

28, THIS COURT ORDERS that FTI is hereby appointed pursuant to the CCAA as the
Monitor, an officer of this Court, to monitor the business and financial affairs of the Applicant
with the powers and obligations set out in the CCAA or set forth herein and that the Applicant
and its shareholders, officers, directors, and Assistants shall advise the Monitor of all material

steps taken by the Applicant pursuant to this Order, and shall co~opetate fully with the Monitor
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in the exetcise of ifs powers and discharge of its obligatlons and provide the Monitor with the

assistance thai is necessary to enable the Monttor to adequately catry out the Monitor's functions.

29.

THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered {o:

(2)
(b)

©

()
1O)

®

(8

()

monitor the Applicant's receipts and disbursements;

report fo this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating to the Propetty, the Business, and such other matters
as mey be relevant to the proceedings herein;

advise the Applicant in its preparation of the Applicant's cash flow statements, as

required from time to time;
advise the Applicant In its development of the Plan and any amendments to the Plan;

assist the Applicant, to the extent required by the Applicant, with the holding and
administering of creditors’ or shareholders’ meetings for voting on the Plan, a3
applicable;

have full and complete access to the Propetty, inoluding the premises, books, records,
data, including data in electronic form, and other financial documents of the
Applicant to the extent that is necessary to adequately assess the Applicant's business
and financial affairs or to perform its duties arising under this Order;

be at liberty to engage ihdependent legal counsel ot such other persons as the Monitor
deems necessary or advisable respecting the exercise of its powers and performance
of its obligations under this Order;

catty out and fulfill its obligations under the Support Agreement in accordance with

its terms; and

petform such other duties as are required by this Order or by this Court from time to

time,
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30, THIS COURT ORDERS that without limiting paragraph 29 above, in carrying out ifs
rights and obligations in connection with this Order, the Monitor shall be entitled to take such
reasonable steps and uge such setvices as it deems necessary in discharging its powers and
obligations, including, without limitation, utilizing the services of FTI Consulting (Hong Kong)
Limited ("FTI HK™),

31,  THIS COURT ORDERS that the Monitor shall not take possession of the Property (or
any propetty or assets of the Applicant's subsidiaries) and shall take no part whatsoever in the
management or supervision of the management of the Business (or any business of the
Applicant's subsidiaries) and shall not, by fulfilling its obligations hereunder, be deemed to have
taken or maintained possession or control of the Business or Property, or any part thereof (or of

any bysiness, property or assets, or any part thereof, of any subsidiary of the Applicant),

32,  THIS COURT ORDERS that nothing herein contalned shall require the Monitor to
occupy of to take comtrol, cate, charge, possession or management (separately andfor
collectively, “Possession™ of any of the Property (or any property of any subsidiary of the
Applicant) that might be environmentally contaminated, might be a pollutant or a contaminant,
or might cause or contribute to a spill, discharge, release or deposit of a substance contrary to
any federal, provincial or other law respecting the protection, conservation, enhancement,
remodiation or rehabilitation of the environment or relating to the disposal of waste or other
oc;ntaminatio.n including, without limitation, the Canadian Environmental Protection Act, the
Ontatlo Envirommental Protection Act, the Outario Water Resources Act, or the Ontario
Occupational Health and Safety Act end regulations thereunder (the “Environmental
Legislation”), provided however that nothing herein shall exempt the Monitor from any duty 1o
eport or make disclosure Imposed by applicable Environmental Legislation, The Monitor shall
not, as a result of this Order or anything done in pursuance of the Monitor’s duties and powers
under this Ordet, be deemed to be in Possession of any of the Property (or of any property of any
subsidiary of the Applicant) within the meaning of any Bnvironmental Legislation, unless it is
actually in possession,

33,  THIS COURT ORDERS that the Monitor shall provide any creditor of the Applicant |
with information provided by the Applicent in response to reasonable requests for informatlon
made in writing by such credltor addressed fo the Moniter. The Monitor shall not have any
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responsibility or Hability with respect to the information disseminated by it pursuant to this
patagraph, In the case of information that the Monitor has been advised by the Applicant is
confidential, the Monitor shall not provide such information to creditors unless otherwlse

direoted by this Court or on such terms as the Monitor and the Applicant may agree.

34, THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor undet the CCAA or as an officer of this Court, the Monitor shall incur no liability or
obligatlen as a result of its appointment or the carrying out of the provisions of this Order, save
and except for any gross negligence or wilful misconduct on its part, Nothing in this Order shall

derogate from the protections afforded the Monitor by the CCAA or any applicable legislation,

35,  THIS COURT ORDERS that the Monitor, counsel to the Monitor, counsel to the
Applicant, counsel to the directors, Houlthan Lokey Capital Inc. (the "Financtal Advisor"), FTT
HK, counsel to the Ad Hoc Noteholdets and the financlal advisor to the Ad Hoo Noteholders
(together with counsel to the Ad Hoe Noteholders, the "Noteholder Advisors") shall be paid their
seasonable foes and disbursements, In each case at their standard rates and charges, by the
Applicant, whether incurred prior 10 or subsequent to the date of this Order, as part of the costs
of these proceedings. The Applicant is hereby authotized and directed to pay the accounts of the
Monitor, counsel for the Monitot, counsel for the Applicant, counsel to the directors, the
Financial Advisor, FTI HX, and the Noteholder Advisors on & weekly basis or otherwise in

acoordance with the terms of their engagement letters,

16,  THIS COURT ORDERS that the Monitor and is legal counsel shall pass their accounts
from time to time, and for this purpose the accounts of the Monitot and its legal counsel are
hereby referred to a judge of the Commercial List of the Ontario Supetior Court of Justice,

37, THIS COURT ORDERS that the Monitor, counsel to the Moniter, the Applicant's
counsel, counsel to the directors, the Financial Advisor, FTI HK, and the Noteholder Advisors
shall be entitled to the benefit of and are hereby granted a charge (the “Administration Charge™)
on the Property (other than the Excluded Property), which charge shall not exceed an aggrogate
amount of $15,000,000 as security for thelr professional fees and disbursements incutred at their
respectlve standatd rates and charges in respect of such services, both before and after the
making of this Order in respect of these proceedings, The Administration Chatge shall have the
priority set out in paragfa,phs 38 and 40 hereof.
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VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

38, THIS COURT ORDERS that the priorities of the Directors’ Charge and the

Administeation Charge, as between them, shall be as follows:
PFirst - Administration Charge (fo the meximum amount of$15,000,000); and
Second — Directors’ Charge (to the maximum amount of $3,200,000),

39, THIS COURT ORDERS that the filing, registration or perfection of the Directors’
Charge or the Administration Charge (collectively, the “Charges™) ghall not be required, and that
the Charges shall be valid and enforceable for all purposes, including as against any right, title or
interest filed, registered, recorded or perfested subsequent to the Charges coming into existence,
notwithstanding any such failure to file, register, record or perfect, |

40, THIS COURT ORDERS that each of the Charges shall constifute a charge on the
Property (other than the Bxcluded Property) and shall rank in prority to all other security
interests, trusts, Hens, charges and emcumbrances, claims of secured credifors, statutory or

otherwise (collectively, “Encumbrances™) in favour of any Person.

41, THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicant shall not grant any Encumbrances over any
Property that tank in priotity to, or pari passu with, any of the Charges, unless the Applicant also
obtains the prior wiitten consent of the Monitor, the beneficlaries of the Directors’ Charge and

the beneficiaries of the Administration Chargs, or further Order of this Court.

49, THIS COURT ORDERS that the Charges shall not be rendered invalld or unenforceable
and the rights and remedies of the chargees entitled to the benefit of the Chatges (collectively,
the “Chargees”), shall not otherwise be limited or impaired in any way by (a) the pendency of
these ptoceedings and the declarations of insolvency made herein; (b) any application(s) for
bankruptey order(s) issued putsuant to the BIA, or any bankruptey order made pursuant fo such
applications; (¢) the filing of any assignments for the general benefit of creditors made pursuant
to the BIA; (d) the provisions of any federal or provinclal statutes; ot (¢) any negative covenants,
prohibiilons or other similar provisions with respect to borrowings, incurring debt or the creation

of Encumbrances, contained in any existing loan documents, lease, sublease, offer to lease or
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other agresment (collectively, an “Agreement”) which binds the Applicant, and notwithstanding

any provision to the contrary in any Agreement:

(®) neither the creation of the Charges not the exeoution, delivery, perfection, registration
or performance of any documents in respect thereof shall create or be deemed fo

constitute a breach by the Applicant of any Agreement to which itis a party;

(®)  none of the Chargees shall have any liability to any Person whatsoever as a result of
" any breach of any Agresment caused by or resulting from the creation of the Charges;
and

(6)  the payments mado by the Applcant pursuant to this Order and the granting of the
Charges, do not and will net constitute preferences, fraudulent conveyances, transfers
at undervaluo, oppressive conduct, or other challengeable or voidable transactions
under any applicable law,

43, THIS COURT ORDERS that any Charge created by this Order over leases of real

property in Canada shall only be a Charge in the Applicant's inferest in such real property leases,
APPROVAL OF FINANCIAL ADVISOR AGREEMENT

44,  THIS COURT ORDERS that the letter agreement dated as of December 22, 2012 with
respect to the Financial Advisor in the form attached as Exhibit “CC" to the Martin Affidavit (the
“Financial Advisor Agreemont”) and the retention of the Financlal Advisor under the terms
thereof, including the payments to be made to the Financial Advisor thereunder, are hereby
approved,

45,  THIS COURT ORDERS that the Applicant is authorized and directed o make the
payments contemplated in the Financlal Advisor Agreement in accordance with the terms and

conditions thereof,
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POSTPONEMENT OF ANNUAL GENERAL MEETING

46, THIS COURT ORDERS that the Applicant be and is hereby relleved of any obligatien to
call and hoeld an annual meeting of its sharcholders until further Order of this Court,

FOREIGN PROCEEDINGS

47,  THIS COURT ORDERS that the Monitor is hereby authorized and empowered 10 act as
the forelgn representative in respect of the within proceedings for the purpose of having these
procesdings recognized In a jurisdiction outside of Canada.

48, THIS COURT ORDERS that the Monitor is hereby -authorized, as the foreign
yepresentative of the Applicant and of the within proceedings, to apply for foreign recognition of
thege proceedings, as necessary, in any jurlsdiction outside of Canada, including as “Foreign

Main Proceedings” in the United States pursuant to Chapter 15 of the U.S. Bankruptcy Code,

49, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
vegulatory or administrative body having jurisdiction in Canade, the United States, Barbades, the
British Virgin Islands, Cayman Islands, Hong Kong, the People’s Republic of China or in any
other foreign jurlsdiction, to give effect to this Order and to assist the Applicant, the Moniter and
their respective agents in oarrying out the terms of this Order, All courts, tribunals, regulatory
and administrative bodies are hereby respectfully requested to malke such orders and {o provide
such assistance to the Applicant and to the Monitor, as an officer of this Court, as may be
neoessary or desirable to glve 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,

50,  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 adminisirative
body, wherever located, for the Tecognition of this Order and for assistance in carrying out the
terms of this Order and any other Order issved in these proceedings.
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SERVICE AND NOTICE

51, THIS COURT ORDERS that the Monttor shall (1) without delay, publish in the Globe
and Mail and the Wall Street Journal a notice gontaining the information presctibed under the
CCAA, (i1) within seven days after the date of this Order, (A) make this Order publicly available
in the manner prescribed under the CCAA, (B) send, 1n the presctibed manner, a notice to every
known ereditor who has a claim against the Applicant of more than $1,000, and (C) prepare a list
showing the names and addresses of those creditors and the estimated amounts of those claims,
and make it publicly available in the presoribed manner, all in accordance with Section 23(1)(e)
of the CCAA and the regulations made thereundet.

50,  THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty to serve
thig Order, any other materials and orders in these proceedings, amy notlces or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, couriet, personal
delivety, facsimile transmission or email to the Applicant's creditors or other interested parties at
their respective addresses as last.shown on the records of the Applicant and that any such service
or notlce by coutlet, personal delivery or electronic transmission shall be deemed to be received
on the next business day following the date of forwarding thereof, or if sent by ordinary mail, on
the thitd business day after mailing,

53 THIS COURT ORDERS that the Applicant, the Monitor, and any party who has filed a
Notice of Appearance may setve any court matetials in these proceedings by e-meiling a PDF or
othet electronio copy of such materials to counsels’ email addresses as recorded on the Service
List from time to time, and the Monitor may post a copy of any or all such materials on the
Monttot's Website,

GENERAL

54, THIS COURT ORDERS that the Applicant or the Monitor may from time fo time apply

to this Court for advice and directions in the dischargo of its powers and duties hereundet,

55, THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting
as an interim recelver, a receiver, a receiver and manager, or a trustee in bankiuptoy of the

Applicant, the Business or the Property.
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56, THIS COURT ORDERS that any interested party (including the Applicant and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days
notice to any other party or parties likely to be affected by the order sought or upon such other

notice, if any, as this Court may ordet,

57, THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Bastern Standard/Daylight Time on the date of this Order,

AT </
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Schedule "AM

Sino-Panel Holdings Limited (BVI)
Sino~Global Holdings Inc, (BVI)
Sino~Wood Partners, Limited (HK)
Grandeur Winway Limited (BVT)
Sinowin Investments Limited (BVI)
Sinowood Limited (Cayman Islands)
Sino-Forest Bio-Sclence Limited (BVI)
Sino-Forest Resources Ine, (BVI)

. Sino-Plantetion Limited (HK)

10, Suri~Wood Ine, (BVT)

11. Sino-Forest Investments Limited (BVI)
12, Sino-Wood (Guangxi) Limited (HK)

13, Sino-Wood (JHangxi) Limited (HK)

14, Sino-Wood (Guangdong) Limited (HK)
15, 8ino-Wood (Fujlan) Limited (HK)

16, Sino-Panel (Asia) Ine, (BVI)

17, Stno-Panel (Guangxi) Limited (BVI)

18, Sino-Panel (Yunnan) Limited (BVI)

19, Sino-Panel (North East China) Limited (BVT)
20, Sino-Panel [Xiangxi] Limited (BVI)

21, Sino-Panel [Hunan] Limited (BVT)

22, SFR (China) Inc, (BVI)

23, Sino-Panel [Suzhou] Limited (BVI)

24, Sino-Panel (Gaoyao) Ltd, (BVI)

25, Sino-Panel (Guangzhou) Limited (BVI)
26, Sino-Panel (North Sea) Limited (BVI)
27, Sino-Panel (Guizhou) Limited (BVI)
28, Sino-Panel (Huaihua) Limited (BVT)
29, Sino-Panel (Qinzhow) Limited (BVI)
30, Sino-Panel (Yongzhou) Limited (BVI)
31, Sino-Panel (Fujian) Limited (BVI)

32, Sino-Panel (Shaoyang) Limited (BVI)
33, Amplemax Worldwide Limited (BVI)
34, Ace Supreme International Limited (BVI)
35, Bxpress Point Holdings Limited (BVI)
36, Glory Billion International Limited (BVI)
37, Smart Sure Enterprises Limited (BVI)
38, Bxpert Bonus Investment Limited (BVT)
39, Dynamie Profit Holdings Limited (BVI)
40, Alliance Max Limited (BVI)

41, Brain Force Limited (BVT)

42, General Bxcel Limited (BVI)

43, Poly Market Limited (BVI)

44, Prime Kinetic Limited (BVI)

45, Trillion Edge Limited (BVT)

46, Sino-Panel (China) Nursery Limited (BVI)
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47, Sino~-Wood Trading Limited (BVI)

48, Homix Limited (BVI)

49, Sino-Panel Trading Limited (BVI)

50, Sino-Panel (Russia) Limited (BVI)

51, Sino-Global Management Consulting Ine, (BVI)
52, Value quest International Limited (BVT)

53, Well Keen Worldwide Limited (BVI)

54, Harvest Wonder Worldwide Limited (BVI)

55, Cheet Gold Worldwide Limited (BVI)

56, Regal Win Capital Limited (BVI)

57, Rich Cholce Worldwide Limited (BVT)

58, Sino-Forest International (Barbados) Corporation
59, Mandra Forestry Holdings Limited (BVI)

60, Mandra Forestry Finance Limited (BVI)

61, Mandra Rorestry Anhui Limited (BVI)

62, Mandra Forestry Hubel Limited (BYI)

63, Sino-Capital Global Inc, (BVI)

64, Blite Legacy Timited (BVI)
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SEARCH RESULTS
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File Currency Date: 03/28/2012
Family(ieB): 6

Page(s): 8

SEARCH : Business Debtor : SINO-FOREST CORPORATION

The attached report hag been created based on the data received by Cyberbahn,

a Thomson Reuters business from the Province of Ontario, Ministry of Government
Services. No liability 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 subscription agreement.

.



PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
SEARCH RESULTS

Date Seéarch Conducted: 3/29/2012
File Currency Date: 03/28/2012
Family (les): 6

Page(s): 8

SEARCH : Business Debtor : SINO-FOREST CORPORATION

FAMILY 1 OF 6 ENQUIRY PAGE : 1 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 609324408 EXPIRY DATE : 27S8SEP 2015 STATUS :

01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED :
REG NUM : 20040927 1631 1793 0430 REG TYP: P PPSA REG PERIOD: 10

02 IND DOB : IND 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:
OCN
07 ADDRESS :
CITY : ' PROV; POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT :
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 767 THIRD AVENUE, 31ST FLOOR
CITY : NEW YORK PROV: NY POSTAL CODE: 10017
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.
11
12

GENERAL COLLATERAL DESCRIPTION
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR PURSUANT TO
14 A PLEDGE AGREEMENT AND SHARE CHARGE .
15
16 AGENT: AIRD & BERLIS LLP #2
17 ADDRESS : 181 BAY STREET, SUITE 1800
CITY : TORONTO PROV: ON POSTAL CODE: M5J2T9

Page 1



FAMILY : 1 OF 6 ENQUIRY PAGE : 2 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

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 AMNDMNT 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

27 /DESCR: DESCRIPTION TO DELETE THE WORDS "PURSUANT TO A PLEDGE AGREEMENT AND
28 : SHARE CHARGE"

02/05 IND/TRANSFEREE:

03/06 BUS NAME/TRFEE:

OCN:
04/07 ADDRESS:
CITY: PROV : POSTAL CODE:
29 ASSIGNOR:
08 SECURED PARTY/LIEN CLAIMANT/ASSICGNEE
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY : NEW YORK PROV ; NY POSTAL CODE :; 10017
CONS., MV DATE OF NO FIXED
GOODS INVTRY EQUIP ACCTS OTHER INCL AMOQUNT MATURITY OR MAT DATE
10
11
12
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR
14
15
16 NAME : AIRD & BERLIS LLP
17 ADDRESS : 181 BAY STREET, SUITE 1800, BOX{ 754
CITY : TORONTO PROV : ON POSTAL CODE : M5J2T8

Page 2



FAMILY < 1 OF 6 ENQUIRY PAGE : 3 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

FILE NUMBER 609324408

PAGE  TOT REGISTRATION NUM REG TYPE
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/TRFERE:

OCN:
04/07 ADDRESS:
CITY: PROV: POSTAL CODE:

29 ASSIGNOR:
08 SECURED PARTY/LIEN CLAIMANT/ASSIGNEE :
09 ADDRESS

CITY : PROV POSTAL CODE

CONS . My DATE OF NO FIXED

@OODS INVTRY EQUIP ACCTS OTHER  INCL AMOUNT MATURITY OR MAT DATE
10
11
12
13
14
15
16 NAME : AIRD & BERLIS LLP
19 ADDRESS : 181 BAY STREET, SUITE 1800, BOX# 754

CITY : TORONTO PROV : ON POSTAL CODE : M5027T9

Page 3



FAMILY 2 OF 6
SEARCH : BD : SINO-FOREST CORPORATION

00
01

02
03

04

05
06

07

08

09

10

11
12

FILE NUMBER : 650314305 EXPIRY DATE
CAUTION FILING : PAGE : 001 OF 1
REG@ NUM : 20081203 1055 1793 9576 REG TYP:
IND DOB ; IND NAME:

BUS NAME: SINO-FOREST CORPORATION

ADDRESS : 1208-90 BURNHAMTHORPE RD W

CITY : MISSISSAUGA PROV: ON
IND DOB : IND NAME:

BUS NAME:

ADDRESS

CITY : PROV:
SECURED PARTY/LIEN CLAIMANT :

XEROX CANADA LTD

ADDRESS : 33 BLOOR 8T, E, 3RD FLOOR

CITY + TORONTO PROV: ON
CONS, MV
GOODS INVTRY, EQUIP ACCTS OTHER INCL

X X
YEAR MAKE MODEL

GENERAL COLLATERAL DESCRIPTION

13
14
15
16
17

AGENT: XEROX CANADA LTD
ADDRESS : 33 BLOOR 8T, E. 3RD FLOOR

CITY + TORONTO PROV: ON

Page 4

ENQUIRY PAGE :

03DEC 2013 STATUS

4 OF 8

MV SCHEDULE ATTACHED

P PPSA REG PERIOD:

OCN :

POSTAL CODE: L5B3C3

OCN

POSTAL CODE:

POSTAL CODE: M4W3H1

5

DATE OF OR NO FIXED

AMOUNT MATURITY

V.I.N,

POSTAL CODE: M4W3H1

MAT DATE
X



FAMILY : 3 OF 6 ENQUIRY PAGE : 5 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 655022304 EXPIRY DATE : 20JUL 2015 STATUS :
01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED
REG NUM : 20090720 1615 1793 6086 REG TYP: P PPSA REG PERIOD: 6

02 IND DOB IND 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:
OCN
07 ADDRESS :
CIiTY : PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT :
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY + NEW YORK PROV: NY POSTAL CODE; 10017
CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X
YEAR MAKE MODEL V.1.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 : 181 BAY STREET, SUITE 1800
CITY : TORONTO PROV: ON POSTAL CODE: M5J2T9

Page 5



FAMILY : 4 OF 6 ENQUIRY PAGE 6 OF 8
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 NUM : 20100203 1535 1793 2023 REG TYP: P PPSA REG PERIOD: 6
02 IND DOB IND 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:
OCN
07 ADDRESS
CITY : PROV: POSTAL CODE;:
08 SECURED PARTY/LIEN CLAIMANT :
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY + NEW YORK PROV: NY POSTAL CODE: 10017
CONS., MV DATE OF OR NO FIXED
GOODS INVTRY, BQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 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 (SPAK - 102288)
17 ADDRESS : 181 BAY STREET, SUITE 1800
CITY : TORONTO PROV: ON POSTAL CODE: M5J2T9

Page 6



FAMILY : 5 OF [ ENQUIRY PAGE : 7 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 665186985 EXPIRY DATE : 150CT 2020 STATUS :

01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED
REG NUM : 20101015 1215 1793 1245 REG TYP: P PPSA REG PERIOD: 10

02 IND DOB : IND NAME:

03 BUS NAME: SINO-FOREST CORPORATION

H

OCN
04 ADDRESS : 90 BURNHAMTHORPE ROAD WEST, SUITE 1208
ciTY : MISSISSAUGA PROV: ON POSTAL CODE: L5B3C3
05 IND DOB : IND NAME:
06 BUS NAME:
OCN
07 ADDRESS : :
CITY H PROV: POSTAL CODE;
08 SECURED PARTY/LIEN CLAIMANT :
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY : NEW YORK PROV: NY POSTAL CODE: 10017
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.
11
12
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 POSTAL CODE: M5J2T9

Page 7



FAMILY : 6 OF 6 ENQUIRY PAGE : 8 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 665928963 EXPIRY DATE : 17NOV 2016 STATUS :

01 CAUTION FILING : PAGE ; 01 OF 001 MV SCHEDULE ATTACHED :
REG NUM : 20101117 1007 1462 0113 REG TYP: P PPSA REG PERIOD: 6

02 IND DOB : IND NAME:

03 BUS NAME: SINO-FOREST CORPORATION

OCN

04 ADDRESS : 1208-90 BURNHAMTHORFE RD W

CITY : MISSISSAUGA PROV: ON POSTAL CODE: L5B3C3
05 IND DOB : IND NAME:
06 BUS NAME:

OCN

07 ADDRESS :

CITY : PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT :

XEROX CANADA LTD

09 ADDRESS : 33 BLOOR ST. E. 3RD FLOOR

CITY : TORONTO PROV: ON POSTAL CODE: M4W3H1

CONS, MV DATE OF OR NO FIXED

GOODS INVTRY, EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X

YEAR MAKE MODEL V.I.N,
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT: PPSA CANADA INC. - (3992)
17 ADDRESS : 110 SHEPPARD AVE EAST, SUITE 303

CITY : TORONTO PROV: ON POSTAL CODE: M2N6YS8

Page 8
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APPENDIX “B” — SALE PROCESS ORDER

Attached.

F

CONSULTING




: : Court File No. Cy= lZ"éj[’Jé’;"CD“
— ClL.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
) FRIDAY, THE 30"
)
JUSTICE MORAWETZ ) DAY OF MARCH, 2012

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

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

SALE PROCESS ORDER

THIS APPLICATION, made by Sino-Forest Corporation (the “Applicant”), pursuant to
the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢, C-36, as amended (the “CCAA”)

was heard this day at 330 University Avenue, Toronto, Ontario,

ON READING the affidavit of W. Judson Martin sworn March 30, 2012 and the Exhibits
thereto and the Pre-Filing Report of the Proposed Monitor, FTI Consulting Canada Inc. ("FTI"),
and on hearing the submissions of counsel for the Applicant, the Applicant's board of directors,

FTI, the Ad Hoc Noteholders, and no one else appearing for any other party,
DEFINED TERMS

1. THIS COURT ORDERS that unless otherwise defined in this Order, all capitalized terms
used in this Order shall have the meanings ascribed to such terms in the Initial Order granted in

these proceedings on March 30, 2012.



SERVICE

2. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.
SALE PROCESS

3. THIS COURT ORDERS AND DIRECTS that sale process procedures substantially in
the form attached hereto as Schedule "A", together with all schedules, appendices and exhibits
thereto (collectively, the "Sale Process Procedures"), are hereby approved and the Applicant, the
Monitor and the Financial Advisor are authorized and directed to perform each of their
obligations thereunder and to do all things reasonably necessary to perform their obligations

thereunder,

4, THIS COURT ORDERS that each of the Monitor and the Financial Advisor, and their
respective affiliates, partners, directors, employees, agents and controlling persons shall have no
liability with respect to any and all losses, claims, damages or liabilities, of any nature or kind, to
any person in connection with or as a result of the Sale Process Procedures, except to the extent
such losses, claims, damages or liabilities result from the gross negligence or wilful misconduct
of the Monitor or the Financial Advisor, as applicable, in performing its obligations under the

Sale Process Procedures (as determined by this Court).
GENERAL

S. THIS COURT ORDERS that the Applicant and the Monitor may from time to time apply
to this Court for advice and directions with respect to any matter relating to this Order and the

Sale Process Procedures and their powers and duties in relation thereto,



6. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and are
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,
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Schedule “A”

SINO-FOREST CORPORATION

Sale Process Procedures

On March 30, 2012, Sino-Forest Corporation (“SFC™) obtained an initial order
(the “Initial Order”) under the Companies’ Creditors Arrangement Act (“CCAA”) from the
Ontario Superior Court of Justice (Commercial List) (the “Court”).

On March 30, 2012, SFC also obtained a sale process order (the “Sale Process
Order”) under the CCAA from the Court approving the sale solicitation process (the “Sale
Process”) and the procedures to be followed with respect to the Sale Process set forth herein (the

“Sale Process Procedures”) to determine whether a Successful Bid (as defined herein) can be
obtained.

Set forth below are the Sale Process Procedures to be followed with respect to the
Sale Process to be undertaken to seek a Successful Bid, and if there is a Successful Bid, to
complete the transactions contemplated by the Successful Bid,

All dollar amounts expressed herein, unless otherwise noted, are in United States
currency. Unless otherwise indicated herein any event that occurs on a day that is not a Business
Day shall be deemed to occur on the next Business Day. Capitalized terms used herein but not
otherwise defined herein have the meanings ascribed thereto in Schedule “A”,

Solicitation Process

(1) The Sale Process Procedures set forth herein describe, among other things, (a) the Assets
available for sale, (b) the manner in which prospective bidders may gain access to or continue to
have access to due diligence materials concerning SFC, the Assets, and the SFC Business, (c) the
manner in which bidders and bids become Qualified Bidders and Qualified Bids, respectively,
(d) the receipt and negotiation of bids received, (¢) the ultimate selection of a Successful Bidder,
and (f) the approval thereof by the Court (collectively, the “Solicitation Process™).

(2) SFC, in consultation with the Financial Advisor, and with oversight by the Monitor, shall
conduct the Sale Process Procedures and the Solicitation Process as outlined herein, Certain
stages of the Sale Process Procedures may be conducted by SFC simultancously to the
preparation, solicitation or confirmation of a CCAA Plan by SFC. In addition, the closing of any
sale may involve additional intermediate steps or transactions to facilitate consummation of such
sale, including additional Court filings. If there is disagreement or clarification required as to the
interpretation or application of these Sale Process Procedures, the Court will have jurisdiction to
hear such matter and provide advice and directions, upon application of the Monitor, SFC or the
Tnitial Consenting Noteholders with a hearing on no less than three (3) Business Days notice.
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CCAA Plan

(3)  The sale of the Assets to the Successful Bidder, if any, will be completed pursuant to a
plan of compromise and arrangement pursuant to the CCAA, such plan to be in form and
substance acceptable to SFC and the Initial Consenting Noteholders (the “CCAA Plan”).

“As Is, Where Is”

(4)  The sale of the Assets will be on an “as is, where is” basis and without surviving
representations or warranties of any kind, nature, or description by the Financial Advisor, the
Monitor, SFC or any of their respective agents, estates, advisors, professionals or otherwise,
except to the extent set forth in a definitive purchase agreement with a Successful Bidder.

Free Of Any And All Claims And Interests

(5)  The sale of the Assets to the Successful Bidder, if any, will result in all of the rights, title
and interests of SFC in and to the Assets to be acquired being transferred free and clear of all
pledges, liens, security interests, encumbrances, claims, charges, options, and interests thereon
and there against (collectively, the “Claims and Interests”) pursuant to an approval and vesting
order made by the Court, Contemporaneously with such approval and vesting order being made,
all such Claims and Interests shall attach to the net proceeds of the sale of such property (without
prejudice to any claims or causes of action regarding the priority, validity or enforceability
thereof), except to the extent otherwise set forth in the relevant definitive purchase agreement
with a Successful Bidder.

Publication Notice

(6) Within seven (7) days of the date the Sale Process Order is granted, (i) the Monitor
shall cause a notice of the Sale Process to be published in The Globe and Mail and The Wall
Street Journal, which notice shall be in substantially similar form as attached hereto as Schedule
“B™ and (i) SFC shall issue a press release regarding the Sale Process through Canada
Newswire, designating dissemination in Canada and major financial centers in the United States.

@) [Intentionally deleted]

Solicitation of Interest

®) As soon as reasonably practicable after the granting of the Sale Process Order, SFC, in
consultation with the Financial Advisor and the Monitor, will prepare (if not already prepared)
an initial offering summary (the “Teaser Letter”) notifying prospective purchasers of the Assets
(both strategic and financial parties (including existing shareholders and noteholders of SFC and
parties proposed by the Noteholder Advisors)) of the existence of the Solicitation Process and
inviting prospective purchasers to express their interest in making an offer for the Assets.
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Participation Requirements

9 Unless otherwise ordered by the Court, or otherwise determined by SFC (in consultation
with the Monitor), in order to participate in the Solicitation Process, each interested person (a
“Potential Bidder”) must deliver to the Financial Advisor with a copy to the Monitor and the
other parties listed on Schedule “C” at the addresses specified in Schedule “C” (by email), prior
to the distribution of any confidential information by the Financial Advisor to a Potential Bidder,
the following documents (the “Participation Materials™);

(a) an executed Confidentiality Agreement;

(b)  a specific indication of anticipated sources of capital for the Potential Bidder and,
if requested by SFC, in consultation with the Monitor and the Financial Advisor,
preliminary evidence of the availability of such capital, or such other form of
financial disclosure and credit support or enhancement that will allow SFC, in
consultation with the Monitor and the Financial Advisor, to make, in its
reasonable business judgment, a determination as to the Potential Bidder’s
financial and other capabilities to consummate an acquisition of the Assets; and

() a letter setting forth the identity of the Potential Bidder, the contact information
for such Potential Bidder and, if requested by SFC, in consultation with the
Monitor and the Financial Advisor, full disclosure of the direct and indirect
owners of the Potential Bidder and their principals.

(10)  Ifitis determined by SFC, after consultation with the Monitor and the Financial Advisor,
that a Potential Bidder (i) has bona fide interest in an acquisition of the Assets; (il) has the
financial capability to consummate such a transaction based on such Potential Bidder’s financial
information; and (iii) has provided all of the Participation Materials, such Potential Bidder will
be deemed a “Phase 1 Qualified Bidder”, The Financial Advisor will promptly notify the
Potential Bidder of such determination, and will inform the Noteholder Advisors of any such
determination with respect to a Potential Bidder.

(11)  The determination as to whether a Potential Bidder is a Phase 1 Qualified Bidder will be
made as promptly as practicable after a Potential Bidder delivers all of the Participation
Materials.

(12)  If there is no Phase 1 Qualified Bidder by the end of Phase 1, SFC shall, in consultation
with the Monitor, the Financial Advisor and the Noteholder Advisors, (a) forthwith terminate the
Sale Process; and (b) as soon as reasonably practicable take such steps (including bringing
motions, holding meetings of creditors, etc.) as may be necessary to complete the Restructuring
Transaction.

(13)  If the Sale Process has been terminated as provided in section 12, the Financial Advisor
shall notify each Potential Bidder that submitted Participation Materials that the Sale Process has
been terminated.
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Confidential Information Memorandum and Due Diligence for Phase 1 Qualified Bidders

(14) The Confidential Information Memorandum will be made available by the Financial
Advisor to Phase 1 Qualified Bidders as soon as practicable after the determination that such
party is a Phase 1 Qualified Bidder.

(15)  During Phase 1, SFC shall afford each Phase 1 Qualified Bidder (including, for greater
certainty, its potential lenders or financiers and its financial and legal advisors, provided
however, that such persons have also signed a Confidentiality Agreement (or are representatives
for whom the relevant Phase 1 Qualified Bidder is responsible under its Confidentiality
Agreement)) access to such due diligence materials and information relating to the Assets and
the SFC Business as SFC, in its reasonable business judgment, in consultation with the Monitor
and the Financial Advisor, deems appropriate, and which may include discussions with the
Financial Advisor and SFC’s legal advisors., Unless otherwise determined by SFC, in
consultation with the Monitor and the Financial Advisor, Phase 1 Qualified Bidders will not be
provided access to the Data Room.

(16) The Monitor, the Financial Advisor and SFC make no representation or wartanty as to
the information in the materials provided, except, in the case of SFC, to the extent contemplated
under any definitive purchase agreement with a Successful Bidder. A copy of the Confidential
Information Memorandum shall be provided to the Noteholder Advisors pursuant to their
confidentiality agreements with SFC,

Phase 1

Seeking Letters of Intent by the Phase 1 Qualified Bidders

(17) For the period following the date of the Sale Process Order until the Phase 1 Bid
Deadline (as defined below) (“Phase 1”), SFC and the Financial Advisor, under the supervision
of the Monitor, will solicit non-binding letters of intent from Phase 1 Qualified Bidder to acquire
the Assets from SFC pursuant to a CCAA Plan (each, a “Letter of Intent”).

(18) A Phase 1 Qualified Bidder that desires to continue to participate in the Solicitation
Process shall deliver written copies of a Letter of Intent to SFC through the Financial Advisor
with a copy to the Monitor and the other parties listed on Schedule “C” at the addresses specified
in Schedule “C” (by email) so as to be received by all such parties not later than 5:00 p.m,
(Toronto time) on June 28, 2012 (the “Phase 1 Bid Deadline”).

Qualified Letters of Intent

(19) A Letter of Intent will be considered a Qualified Letter of Intent only if it is submitted on
or before the Phase 1 Bid Deadline by a Phase 1 Qualified Bidder and contains the following
information (a “Qualified Letter of Intent”):

(@) a statement that the Phase 1 Qualified Bidder is offering to acquire the Assets
from SFC pursuant to a CCAA Plan for consideration not less than the Qualified
Consideration (a “Sale Proposal”);
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(b) a specific indication of (i) the purchase price range expressed in United States
dollars (including details of liabilities to be assumed by the Phase 1 Qualified
Bidder and the projected net proceeds to be received by SFC on closing); (ii) the
structure and financing of the transaction (including, but not limited to, the
sources of financing for the purchase price, preliminary evidence of the
availability of such financing and the steps necessary and associated timing to
obtain the financing and consummate the proposed transaction and any related
contingencies, as applicable); (iil) an outline of the Phase 1 Qualified Bidder’s
plans for the SFC Business for the first 12 months after completion of the
transaction; (iv) the Phase 1 Qualified Bidder’s expectations regarding the
continued employment of the employees of the direct and indirect subsidiaries of
SFC; (v) the general terms of any new agreements or arrangements to be entered
into with any current or former employees of SFC and its direct and indirect
subsidiaries; (vi) any anticipated corporate, shareholder, internal, regulatory or
other approvals required to close the transaction and the anticipated time frame
and any anticipated impediments for obtaining such approvals; (vii) a description
of any additional due diligence required or desired to be conducted during Phase
2; (viii) any conditions to closing that the Phase 1 Qualified Bidder may wish to
impose; and (ix) any other terms or conditions of the Sale Proposal which the
Phase 1 Qualified Bidder believes are material to the transaction; and

©) such other information reasonably requested by SFC, in consultation with the
Monitor and the Financial Advisor. '

(20)  SFC, in consultation with the Monitor and the Financial Advisor, will assess each such
Letter of Intent received by the Phase 1 Bid Deadline, if any, and determine whether it is a
Qualified Letter of Intent. Such determination will be made as promptly as practicable but no
later than seven (7) Business Days after the receipt of any such Letter of Intent. For the purpose
of such consultations and assessments, SFC, the Financial Advisor and/or the Monitor may seek
clarification from any Phase 1 Qualified Bidder with respect to the terms of such Letter of Intent.

(21)  Notwithstanding section 19, in respect of any non-compliant Letter of Intent, SFC may,
in consultation with the Monitor and the Financial Advisor, waive compliance with any one or
more of the requirements specified herein and deem such non-compliant Letter of Intent to be a
Qualified Letter of Intent; provided that, SFC shall not, without the consent of the Monitor and
the Initial Consenting Noteholders, waive the requirement that the consideration offered by the
Phase 1 Qualified Bidder must be not less than the Qualified Consideration. A Phase 1 Qualified
Bidder shall only be deemed a “Qualified Bidder” if it submits a Qualified Letter of Intent.

(22)  If SFC (a) has received one or more Qualified Letters of Intent prior to the Phase 1 Bid
Deadline; and (b) in consultation with the Monitor and the Financial Advisor, determines that
there is a reasonable prospect of obtaining a Qualified Bid, the Sale Process will continue until
the Phase 2 Bid Deadline in accordance with these Sale Process Procedures (“Phase 27),

(23)  Subject to the terms of the Sale Process Order, SFC shall, in consultation with the
Monitor, the Financial Advisor and the Noteholder Advisors, terminate the Sale Process at the
end of Phase 1 if:
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(2) no Qualified Letter of Intent was received by SFC by the Phase 1 Bid Deadline;

(b) SFC, in consultation with the Monitor and the Financial Advisor, determines that
there is no reasonable prospect that any Qualified Letter of Intent received will
result in a Qualified Bid that is likely to be consummated; or

© SFC, in consultation with the Monitor and the Financial Advisor, determines that
continuing with the Sale Process is not in the best interests of SFC.,

(24)  If the Sale Process is terminated by SFC in accordance with section 23, or pursuant to an
order of the Court, SFC shall, as soon as reasonably practicable, take such steps (including
bringing motions, holding meetings of creditors, etc.) as may be necessary to complete the

Restructuring Transaction.
(25)  If the Sale Process has been terminated as provided in section 23, the Financial Advisor
shall notify each Phase 1 Qualified Bidder that submitted a Letter of Intent that the Sale Process
has been terminated.

Phase 2

Seeking Qualified Bids by Qualified Bidders

(26) A Qualified Bidder wishing to continue to participate in the Solicitation Process must
deliver written copies of a Qualified Bid to SFC through the Financial Advisor with a copy to the
Monitor and the other parties listed on Schedule “C” at the addresses specified in Schedule “C”
(by email) so as to be received by all such parties not later than 5:00 pm (Toronto time) on
September 26, 2012 (the “Phase 2 Bid Deadline”),

(27) During Phase 2, SFC shall afford each Qualified Bidder (including, for greater certainty,
its potential lenders or financiers and its financial and legal advisors, provided, however, that
such persons have also signed a Confidentiality Agreement (or are representatives for whom the
relevant Qualified Bidder is responsible under its Confidentiality Agreement)) access to such due
diligence materials and information relating to the Assets and the SFC Business as SFC, in its
reasonable business judgment, in consultation with the Monitor and the Financial Advisor,
deems appropriate, including, as appropriate, meetings with senior management of SFC, access
to the Data Room and site tours.

(28)  The Monitor, the Financial Advisor and SFC make ho representation or wartanty as to
the information in the materials provided, except, in the case of SFC, to the extent contemplated
under any definitive purchase agreement with a Successful Bidder.

Qualified Bids

(29) SFC shall make available to each Qualified Bidder a form of purchase agreement
developed by SFC in consultation with the Monitor and the Financial Advisor (the “Form of
Purchase Agreement”) no later than 20 days after the Phase 1 Bid Deadline.



-7 -

(30) A bid submitted by a Qualified Bidder will be considered a Qualified Bid only if it
complies with all of the following (a “Qualified Bid”):

(a)

(b)

(©)

(d)

(e)

®

(8)

(h)

@

it includes a letter stating that the Qualified Bidder’s bid is irrevocable until the
eatlier of (x) the approval by the Court of the Successful Bid by the Successful
Bidder and (y) the Outside Date, provided that if such Qualified Bidder is selected
as the Successful Bidder, its offer shall remain irrevocable until the earlier of

(i) the closing of the sale of the Assets to the Successful Bidder and (ii) the
Qutside Date;

it includes a duly authorized and executed purchase agreement substantially in the
form of the Form of Purchase Agreement, including the purchase price, expressed
in United States dollars, the net proceeds to be paid to SEC on closing, together
with all exhibits and schedules thereto, and such ancillary agreements as may be
required by the Qualified Bidder with all exhibits and schedules thereto as well as
copies of such materials marked to show those amendments and modifications to
the Form of Purchase Agreement and such ancillary agreements;

it provides for the acquisition of the Assets from SFC pursuant to a CCAA Plan
for consideration not less than the Qualified Consideration;

it includes written evidence of a firm, irrevocable commitment for all required
funding and/or financing to consummate the proposed transaction, including the
sources and uses of capital, or other evidence satisfactory to SFC, in consultation
with the Monitor and the Financial Advisor that will allow SFC, in consultation
with the Monitor and the Financial Advisor, to make a reasonable determination
as to the Qualified Bidder’s financial and other capabilities to consummate the
transaction contemplated by the bid;

it is not conditioned on (i) the outcome of unperformed due diligence by or on
behalf of the Qualified Bidder and/or (ii) obtaining any financing or capital;

it outlines any anticipated regulatory and other approvals required to close the
transaction and the anticipated time frame and any anticipated impediments for
obtaining such approvals;

it provides a timeline to closing that is no later than the Outside Date, with critical
milestones;

it fully discloses the identity of each entity that is bidding or that will be
sponsoring, participating or beneficially interested in the bid, and the complete
terms of any such sponsorship, participation or beneficial interest;

it includes an acknowledgement and representation that the Qualified Bidder
(i) has relied solely upon its own independent review, investigation and/or
inspection of the documents and/or the assets to be acquired and liabilities to be
assumed in making its bid; (ii) did not rely upon any written or oral statements,
representations, promises, warranties or guaranties whatsoever, whether express
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or implied (by operation of law or otherwise), regarding the Assets to be acquired
or liabilities to be assumed or the completeness of any information provided in
connection therewith, except as expressly stated in the purchase agreement; (iii) is
a sophisticated party capable of making its own assessments in respect of making
its bid; and (iv) has had the benefit of independent legal advice in connection with
its bid;

) it includes evidence, in form and substance reasonably satisfactory to SFC, in
consultation with the Monitor and the Financial Advisor, of authorization and
approval from the Qualified Bidder’s board of directors (or comparable governing
body) with respect to the submission, execution, delivery and closing of the
transaction contemplated by the bid,

(k) it is accompanied by a deposit in the form of a wire transfer (to a bank account
specified by the Monitor), or such other form acceptable to SFC and the Monitor,
payable to the order of the Monitor, in trust, of US$10 million (or any other
currency acceptable to the Monitor) to be held and dealt with in accordance with
these Sale Process Procedures (the “Deposit”);

Q) if the Qualified Bidder is an entity newly formed for the purpose of the
transaction or otherwise has limited net assets and/or operating history, the bid
shall contain an equity or debt commitment letter from the parent entity or
sponsor, which is satisfactory to SFC, in consultation with the Monitor and the
Financial Advisor;

(m) it contains any other information reasonably requested by SFC, in consultation
with the Monitor and the Financial Advisor; and

(n) it is received by the Phase 2 Bid Deadline and otherwise in accordance with
section 26; provided, however, that SFC reserves the right following the Phase 2
Bid Deadline to conduct negotiations with each Qualified Bidder with respect to
the terms and provisions of a bid and any qualifications or modifications that
SFC, in consultation with the Monitor and the Financial Advisor, may seek in
order for such bid to be classified as a Qualified Bid.

(31) Notwithstanding section 30, in respect of any non-compliant bid, SFC may, with the
consent of the Monitor, waive compliance with any one or more of the requirements specified
herein; provided, however, if such consent is not obtained, SFC may seek authority from the
Court to waive compliance with any one or more of the requirements specified herein, provided
that, in no circumstances shall the requirements in Sections (30)(a) (only with respect to the
requirement that if such Qualified Bidder is selected as the Successful Bidder, its offer shall
remain irrevocable until the earlier of (i) the closing of the sale of the Assets to the Successful
Bidder and (ii) the Outside Date), (30)(c), (30)(d), (30)(g), (30)(k) and (30)(n) be waived,
without the consent of the Monitor and the Initial Consenting Noteholders.

(32) SFC will, in consultation with the Monitor, the Financial Advisor and the Noteholder
Advisors, review each bid received by the Phase 2 Bid Deadline, if any, as set forth herein, and
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determine whether it is a Qualified Bid. Such determination will be made as promptly as
practicable but no later than seven (7) Business Days after the receipt of any such bid.

No Qualified Bids

(33) If atany point during the Sale Process, SFC determines, in consultation with the Monitor,
the Financial Advisor and the Noteholder Advisors, that a Qualified Bid will not be obtained by
the Phase 2 Bid Deadline, SFC shall (a) forthwith terminate the Sale Process; and (b) as soon as
reasonably practicable take such steps (including bringing motions, holding meetings of
creditors, etc.) as may be necessary to complete the Restructuring Transaction.

(34)  If the Sale Process has been terminated as provided in section 33, the Financial Advisor
shall notify each Qualified Bidder that the Sale Process has been terminated.

Evaluation and Selection of Successful Bid

(35)  Evaluation criteria with respect to a Qualified Bid may include, but are not limited to
items such as: (a) the purchase price (including assumed liabilities and other obligations fo be
performed or assumed by the bidder) and the net cash proceeds provided by such bid; (b) the
claims likely to be created by such bid in relation to other bids; (¢) the counterparties to, and the
parties beneficially interested in, the transaction; (d) the proposed revisions to the Form of
Purchase Agreement and the terms of the transaction documents (any such revisions to be
acceptable to SFC in consultation with the Monitor and the Financial Advisor); () other factors
affecting the speed, certainty and value of the transaction (including any regulatory or other
approvals required to close the transaction); (f) the bidder’s plans for the SFC Business for the
first 12 months after completion of the transaction; (g) the bidder’s expectations regarding the
continued employment of the employees of the direct and indirect subsidiaries of SFC; (h) the
“terms of any new agreements or arrangements to be entered into with any current or former
employees of the SFC and its direct and indirect subsidiaries; and (i) the likelihood and timing of
consummating the transaction.

(36)  If one or more Qualified Bids is received, SFC will, after consultation with the Monitor
and the Financial Advisor, identify the highest or otherwise most favourable Qualified Bid (the
“Selected Superior Offer”) by October 5, 2012, SFC shall then finalize a definitive agreement
in respect of the Selected Superior Offer by October 17, 2012, conditional upon approval of the
Court, a vote of affected creditors (if not already obtained) and on the Selected Superior Offer
closing on or before the Outside Date.

(37) Once a definitive agreement has been finalized and settled in respect of the Selected
Superior Offer and approved by order of the Court in accordance with the provisions hereof, the
Selected Superior Offer shall be the “Successful Bid” hereunder and the Qualified Bidder who
made the Selected Superior Offer shall be the “Successful Bidder” hereunder.

(38)  All Qualified Bids (other than the Successful Bid) shall be deemed rejected by SFC on
and as of the date of approval of the Successful Bid by order of the Court.

(39) Notwithstanding anything contained herein, SFC, in consultation with the Monitor, the
Financial Advisor and the Noteholder Advisors, may terminate the Sale Process at any time and
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may reject one or more Qualified Bids, if SFC, in consultation with the Monitor and the
Financial Advisor, determines that the Sale Process or any such Qualified Bid is not in the best
interests of SFC.,

(40)  If the Sale Process is terminated by SFC in accordance with section 39, SFC shall as soon
as reasonably practicable take such steps (including bringing motions, holding meetings of
creditors, etc.) as may be necessary to complete the Restructuring Transaction,

(41)  If the Sale Process has been terminated as provided in section 39, the Financial Advisor
shall notify each Qualified Bidder that the Sale Process has been terminated.

Approval Motion

(42)  The hearing to, among other things, (a) approve the Successful Bid; (b) authorize SFC’s
entering into of agreements with respect to the Successful Bid; and (c) authorize SFC’s
completing the transaction contemplated thereby including, without limitation, seeking an order
directing that a meeting of creditors of SFC be held to consider the CCAA Plan to implement the
Successful Bid (the “Approval Motion”) will be held on a date to be scheduled by the Court
upon application by SFC. Subject to SFC’s covenants under the Support Agreement, the
Approval Motion may be adjourned or rescheduled by SFC with the consent of the Monitor,
without further notice by an announcement of the adjourned date at the Approval Motion. If the
Successful Bid is not, or, in the reasonable determination of SFC, in consultation with the
Monitor and the Financial Advisor, is not likely to be, consummated on or before Outside Date,
then SEC shall, and any other party in interest may, seek direction from the Court in regard to the
Sale Process, after notice and a hearing, subject to the respective rights of SFC and all parties in
interest, including the Initial Consenting Noteholders, to be heard regarding such relief,

(43)  If following approval of the Successful Bid by the Court, the Successful Bidder fails to
consummate the transaction for any reason, SFC shall as soon as reasonably practicable after
such failure take such steps (including bringing motions, holding meetings of creditors, etc.) as
may be necessary to complete the Restructuring Transaction.

Deposits

(44)  All Deposits shall be retained by the Monitor and invested in an interest bearing (if
available) trust account. If there is a Successful Bid, the Deposit (plus any accrued interest) paid
by the Successful Bidder whose bid is approved at the Approval Motion shall be non-refundable
and applied to the purchase price to be paid by the Successful Bidder upon closing of the
approved transaction. The Deposits (plus any accrued interest) of Qualified Bidders not selected
as the Successful Bidder shall be returned to such bidders within five (5) Business Days of the
date upon which the Successful Bid is approved by the Court. If there is no Successful Bid, all
Deposits (plus any accrued interest) shall be returned to the bidders within five (5) Business
Days of the date upon which the Sale Process is terminated in accordance with these Sale
Process Procedures.

(45)  If a Successful Bidder breaches its obligations to close the transaction subsequent to the
approval by the Court of the Successful Bid, it shall forfeit the Deposit, provided however, that
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the forfeit of such Deposit shall be in addition to, and not in lieu of, any other rights in law or
equity that SFC has against such breaching entity.

Approvals

(46)  For greater certainty, the approvals required pursuant to the terms hereof are in addition
to, and not in substitution for, any other approvals required by the CCAA or any other statute or
as otherwise required at law in order to implement the Successful Bid.

Amendments/Extensions of Time

(47) There shall be no amendments to this Sale Process, including, for greater certainty the
process and procedures set out herein, without the prior written consent of the Monitor and the
Tnitial Consenting Noteholders unless otherwise ordered by the Court upon application and
appropriate notice, including to the Initial Consenting Noteholders, the Noteholder Advisors and
each of the parties listed in Schedule “C”. Dates or deadlines set forth herein may be amended
or extended by SFC with the prior written consent of the Monitor and the Initial Consenting
Noteholders, unless otherwise ordered by the Court upon application and appropriate notice,
including to the Initial Consenting Noteholders, the Noteholder Advisors and each of the parties
listed in Schedule “C”. Notwithstanding the foregoing, SFC may, in consultation with the
Monitor and the Financial Advisor, decrease the length of time of Phase 1, and increase or
decrease the length of time of Phase 2; provided that in no case shall the number of days in
Phases 1 and 2 exceed 180 days in the aggregate.

Consultation

(48)  SFC will keep the Noteholder Advisors generally informed regarding the status of the
Sale Process and, if determined advisable by SFC in its discretion, may, in consultation with the
Monitor and the Financial Advisor, provide the Noteholder Advisors with an opportunity for the
Noteholder Advisors to participate in material discussions with interested parties in relation to
the Sale Process.

Tnitial Consenting Noteholder Consent

(49) For the purposes of these Sale Process Procedures, any matter requiring agreement,
waiver, consent or approval of the consent of the Initial Consenting Noteholders shall require the
agreement, waiver, consent or approval, as the case may be, of Initial Consenting Noteholders
representing at least 66 2/3% of the aggregate principal amount of Notes held by the Initial
Consenting Noteholders, SFC shall be entitled to rely on written confirmation from the
Noteholder Advisors that the Initial Consenting Noteholders representing at least the foregoing
percentage of the aggregate principal amount of Notes held by the Initial Consenting
Noteholders have agreed, waived, consented to or approved a particular matter.

Further Orders

(50) At any time during the Sales Process, SFC or the Monitor may, following consultation
with the Financial Advisor and the Noteholder Advisors, and upon notice to the Initial
Consenting Noteholders, the Noteholder Advisors and each of the parties listed in Schedule “C”,
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apply to the Court for advice and directions with respect to the discharge of their respective
powers and duties hereunder following a hearing. For greater certainty, nothing herein provides
any Qualified Bidder with any rights other than as expressly set forth herein,



SCHEDULE “A”

DEFINED TERMS
In these Sale Process Procedures:
“Approval Motion” has the meaning ascribed thereto in section 42;

“Agsets” means all of SFC’s right, title and interest in and to its properties, assets and rights of
every kind and description (including, without limitation, all restricted and unrestricted cash,
contracts, real property, receivables or other debt owed to SFC, intellectual property, the SFC
name and all related marks, all of its shares in its subsidiaries (including, without limitation, all
of the shares of the Direct Subsidiaries) and all intercompany debt owed to SFC by any of its
subsidiaries), other than the Excluded Assets;

“Business Day” means a day (other than a Saturday or Sunday) on which banks are generally
open for business in Toronto, Ontario and Hong Kong, Special Administrative Region of the
People's Republic of China;

“CCAA” has the meaning ascribed thereto in the recitals to these Sale Process Procedures;
“CCAA Plan” has the meaning ascribed thereto in section 3,

“Claims and Interest” has the meaning ascribed thereto in section 5;

«Confidential Information Memorandum” means the memorandum relating to the SFC
Business and the opportunity to acquire the Assets to be distributed to Phase 1 Qualified Bidders

as part of the Sale Process;

“Confidentiality Agreement” means an executed confidentiality agreement in favor of SFC, in
form and substance satisfactory to the Monitor, the Financial Advisor and SFC, which shall inure
to the benefit of SFC and any purchaser of the Assets (including a purchaser pursuant to the
Restructuring Transaction);

“Consenting Noteholders” has the meaning ascribed thereto in the Support Agreement;
“Court” has the meaning ascribed thereto in the recitals to these Sale Process Procedures;

“Data Room” means the virtual data room maintained by SFC through the facilities of Merrill
Corporation.

“Deposit” has the meaning ascribed thereto in section 30(k);
“Direct Subsidiaries” means Sino-Panel Holdings Limited, Sino-Global Holdings Inc., Sino-

Panel Corporation, Sino-Wood Partners, Sino-Capital Global Inc., Sino-Forest International
(Barbados) Corporation and Sino-Forest Resources Inc. (BVI);
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“Excluded Assets” means cash equal to $20 million, the claims of SFC to be transferred to the
Litigation Trust and any other assets and rights of SFC that are not transferred to the Successful
Bidder pursuant to the Successful Bid as determined by SFC and the Successful Bidder and
identified in the CCAA Plan;

“Financial Advisor” means Houlihan Lokey;

“Form of Purchase Agreement” has the meaning ascribed thereto in section 29;

“Initial Consenting Noteholders” has the meaning ascribed thereto in the Support Agreement;
“Initial Order” has the meaning ascribed thereto in the recitals to these Sale Process Procedures;
“Ietter of Intent” has the meaning ascribed thereto in section 17;

“Litigation Trust” means the litigation trust to be established pursuant to the CCAA Plan
pursuant to which all claims of SFC and its subsidiaries against any Person shall be transferred
on the implementation date of the CCAA Plan.

“Meeting Order” means the order of the Court establishing the procedures for voting on the
CCAA Plan, which shall be in form and substance satisfactory to SFC and the Noteholder
Advisors, each acting reasonably, as such order may be amended at any time prior to the time the
sale transaction that forms part of a Successful Bid is implemented with the consent of SFC and
the Noteholder Advisors,

“Monitor”” means FTI Consulting Canada Inc., in its capacity as monitor pursuant to the Initial
Order and not in its personal or corporate capacity;

“NT 51-102" has the meaning ascribed thereto in section Error! Reference source not found.;

“Noteholder Advisors” means Goodmans LLP, Hogan Lovells LLP, Moelis & Company LLC
and Moelis & Company Asia Limited, in their capacity as advisors to the Initial Consenting
Noteholders;

“Notes” means the 5% Convertible Senior Notes due 2013 issued by SFC, the 10.25%
Guaranteed Senior Notes due 2014 issued by SFC, the 4.25% Convertible Senior Notes due 2016
issued by SFC and the 6.25% Guaranteed Senior Notes due 2017 issued by SFC;

“Outside Date” means November 30, 2012, as the same may be amended with the consent of the
Initial Consenting Noteholders,

“Participation Materials” has the meaning ascribed thereto in section 9;

“Person” means any individual, sole proprietorship, limited or unlimited liability corporation,
partnership, unincorporated association, unincorporated syndicate, unincorporated organization,
body corporate, joint venture, trust, pension fund, union, governmental entity, and a natural
person including in such person’s capacity as trustee, heir, beneficiary, executor, administrator or
other legal representative;
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“Phase 1" has the meaning ascribed thereto in section 17;

“Phase 1 Bid Deadlinef’ has the meaning ascribed thereto in section 18;
“Phase 1 Qualified Bidder” has the meaning ascribed thereto in section 10;
“Phase 2" has the meaning ascribed thereto in section 22,

“Phase 2 Bid Deadline” has the meaning ascribed thereto in section 26;
“Potential Bidder” has the meaning ascribed thereto in section 9;
“Qualitied Bid” has the meaning ascribed thereto in section 30;

“Qualified Bidder” has the meaning ascribed thereto in section 21;

“Qualified Consideration” means cash consideration payable to SFC (or such other form of
consideration as may be acceptable to SFC and the Initial Consenting Noteholders) in an amount
equal to 85% of the aggregate principal amount of the Notes, plus all accrued and unpaid interest
on Notes, at the regular rates provided therefor pursuant to the Note indentures, up to and
including March 30, 2012;

“Qualified Letter of Intent” has the meaning ascribed thereto in section 19;

“Restructuring Transaction” means the restructuring transaction contemplated by the Support
Agreement in the event a Successful Bid is not obtained and/or SFC does not consummate the
sale transaction;

“Sale Process” has the meaning ascribed thereto in the recitals to these Sale Process Procedures;

“Sale Process Order” has the meaning ascribed thereto in the recitals to these Sale Process
Procedures;

“Sale Process Procedures” has the meaning ascribed thereto the recitals to these Sale Process
Procedures;

“Sale Proposal” has the meaning ascribed thereto in section 19(a);

“Selected Superior Offer” has the meaning ascribed thereto in section 36;

“SFC” has the meaning ascribed thereto in the recitals to these Sale Process Procedures;
“SFC Business” means the business carried on by SFC and its direct and indirect subsidiaries;
“Solicitation Process” has the meaning ascribed thereto in section 1;

“Successful Bid” has the meaning ascribed thereto in section 37,

“Successful Bidder” has the meaning ascribed thereto in section 37;



.

“Support Agreement” means the support agreement dated March 30, 2012, between SFC and
the Initial Consenting Noteholders and the other Consenting Noteholders, as amended from time
1o time;

“Teaser Letter” has the meaning ascribed thereto in section 8; and

“Voting Deadline” means the deadline for voting on the CCAA Plan, as established by the
Meeting Order,



SCHEDULE “B”
FORM OF NOTICE OF SALE PROCESS

TAKE NOTICE THAT pursuant to an order (the “Order”) of the Ontario Superior Court of
Justice (the “Court”) issued on March 30, 2012 under the Companies’ Creditors Arrangement
Act, Sino-Forest Corporation obtained Court approval to conduct a sale solicitation process (the
“Sale Process”).

Pursuant to the Sale Process, Sino-Forest Corporation’s financial advisor, Houlihan Lokey, is
soliciting proposals from prospective strategic and financial parties to acquire substantially all of
the property, assets and business of Sino-Forest Corporation and its subsidiaries, other than
certain excluded assets, Sino-Forest Corporation is a leading commercial forest plantation
operator in China. Its principal businesses include the ownership and management of tree
plantations, the sale of standing timber and wood logs, and the complementary manufacturing of
downstream engineered-wood products.

Interested parties can obtain additional information by contacting Houlihan Lokey at:

Houlihan Lokey
Attention: David Putnam
Telephone: +852.3551.2300
Email: dputnam@hl.com




SCHEDULE “C”

NOTICE PARTILES

Sino-Forest Corporation
Room 3815-29 38/F, Sun Hung Kai Centre
30 Harbour Road, Wanchai, Hong Kong

Attention: Mr, Judson Martin, Chief Executive Officer
Email: latson-martin@sinoforest.com

Houlihan Lokey
2101 Two Exchange Square, 8 Connaught Place
Central, Hong Kong

Attention: David Putnam
Email: dputnam@hl.com

Bennett Jones LLP
One First Canadian Place, Suite 3400, P.O. Box 130
Toronto, Ontaric M5X 1A4

Attention: Kevin J. Zych and Raj S. Sahni

Email: zychk@bennettjones.com and sahnir@bennettjones.com

FTI Consulting Canada Inc.

TD Waterhouse Tower

79 Wellington Street West, Suite 2010, P.O. Box 104
Toronto, Ontario M5K 1G8

Attention: Greg Watson
Email: greg. watson@fticonsulting.com
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OVERVIEW

[ The Applicant, Sino-Forest Corporation (“SFC™), moves for an Initial Order and Sale
Process Order under the Companies’ Creditors Arrangement Act (“CCAA™). :

(2]  The factual basis for the application js set out in the affidavit of Mr. W. Judson Martin,
swom March 30, 2012. Additional detail has been provided in a pre-filing report provided by the
proposed monitor, FTI Consulting Canada Inc. (“FTI”).

(3] Counse) to SFC advise that, after extensive arm’s-length negotiations, SFC has entered
into a Support Agreement with a substantial nuraber of its Noteholders, which requires SFC to
pursue a CCAA plan as well as a Sale Process.

[4]  Counsel to SFC advises that the restructuring transactions contemplated by this
proceeding are intended to:

(a) separate Sino-Forest’s business operations from the problems facing SFC outside the
People’s Republic of China (“PRC™) by transferring the intermediate holding
companies that own the “business” and SFC’s inter-company claims against s
subsidiaries to a newly formed company owned primarily by the Noteholders in’
compromise of their claims;

(b) effect a Sale Process to determine whether anyone will purchase SFC’s business
operations for an amount of consideration acceptable to SFC and its Noteholders,
with potential excess.being made available to Junior Constituents;

(c) create a structure that will enable litigation claims to be pursued for the benefit of
SFC’s stakeholders; and

(d) allow Junjor Constituents some “upside” in the form of a profit participation if Sino-
Forest’s business operations acquired by the Noteholders are monetized at a profit
within seven years from Plan implementation.

(5]  The relief sought by SFC in this application includes:

® a stay of proceedings against SFC, its current or former directors or officers, any
of SFC’s property, and in respect of certain of SFC’s subsidiaries with respect to
the note indentures issued by SFC;

(i)  the granting of a Directors’ Charge and Administration Charge on certain of
SFC’s property;

(iii)  the approval of the engagement letter of SFC’s financial advisor, Houlihan Lokey;

(iv)  the relieving of SFC of any obligation to call and hold an annual meeting of
shareholders until further order of this court; and

V) the approval of sales process procedures.
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FACTS

(6] SFC was formed under the Business Corporations Act (Ontario), R.S.0. 1990, c. B-16,
and in 2002 filed articles of continvance under the Canada Business Corporations Act, R.S.C.
1985 c. C-44 (“CBCA”™).

[7] Since 1995, SFC has been a publicly-listed company on the TSX. SFC’s registered office
is in Mississauga, Ontario, and its principal executive office is in Hong Kong.

[8] A total of 137 entities make up the Sino-Forest Companies: 67 PRC incorporated entities
(with 12 branch companies), 58 BV1 incorporated entities, 7 Hong Kong incorporated entities, 2
Canadian entities and 3 entities incorporated in other jurisdictions.

(9] SFC currently has three employees. Collectively, the Sino-Forest Companies employ a
total of approximately 3,553 employees, with approximately 3,460 located in the PRC and
approximately 90 located in Hong Kong. :

[10]) Sino-Forest is a publicly-listed major integrated forest plantation operator and forest
productions company, with assets predominantly in the PRC. lIts 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.

[11]  Substantially all of Sino-Forest’s sales are generated in the PRC.

(12]  On June 2, 2011, Muddy Waters LLC published a report (the “MW Report”) which,
according to submissions made by SFC, alleged, among other things, that SFC is a “near total
fraud™ and a “ponzi scheme”.

(13] On the same day that the MW Report was released, the board of directors of SFC
appointed an independent committee to investigate the allegations set out in the MW Report.

(14] o addition, investigations have been launched by the Ontario Securities Commission
(“OSC™), the Hong Kong Securities and Futures Commissions (“HKSFC”) and the Royal
Canadian Mounted Police (“RCMP”).

[15] On August 26, 2011, the OSC issued a cease trade order with respect to the securities of
SEC and with respect to certain senior management personnel. With the consent of SFC, the
cease trade order was extended by subsequent orders of the OSC.

(16) SFC and centain 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 Jawsuils in Canada. Additionally,
a class action was commenced against SFC and other defendants in the State of New York.

[17] The affidavit of Mr. Martin also points out that circumstances are such that SFC has not
been able 1o release Q3 2011 results and these circumstances could also impact SFC’s historical
financial staterents and its ability (o obtain an audit for its 2011 fiscal year, On January 10,



- Page 4 -

2012, SEC cautioned that its historic financial statements and related audit reports should not be
relied upon.

[18}] SFC has issued four series of notes (two senior notes and two convertible notes), with a
combined principal amount of approximately $1.8 billion, which remain outstanding and mature
at various times between 2013 and 2017. The notes are supported by various guarantees from
subsidiaries of SFC, and some are also supported by share pledges from certain of SFC’s
subsidiaries.

[19] Mr. Martin has acknowledged that SFC’s failure to file the Q3 results constitutes a
default under the note indentures.

[20]  On Janvary 12, 2012, SFC announced that holders of a majority in principal amount of
SFC’s senior notes due 2014 and its senior notes due 2017 agreed to waive the default arising
from SFEC’s failure to release the Q3 results on a timely basis.

[21] The waiver agreements expire on the earlier of April 30, 2012 and any earlier termination
of the waiver agreements in accordance with their terms. In addition, should SFC fal to file its
audited financial statements for its fiscal year ended December 31, 2011 by March 30, 2012, the
indenture trustees would be in a position to accelerate and enforce the approximately $1.8 billion

in notes.

[22] The audited financial. statements for the fiscal year that ended on December 31, 2011
have not yet been filed.

(23] Mr. Martip also deposes that, although the allegations in the MW Report have not been
substantiated, the allegations have had a catastrophic negative impact on Sino-Forest’s business
activities and there has been a material decline in the market value of SFC’s common shares and
notes. Further, credit ratings were lowered and ultimately withdrawn.

[24] Mr. Martin contends that the various investigations and class action lawsuits have
required, and will continue to require, that significant resources be expended by directors,
officers and employees of Sino-Forest. This has also affected Sino-Forest’s ability to conduct its
operations in the normal course of business and the business has effectively been frozen and
ground to a halt. In addition, SFC has been unable to secure or renew certain existing onshore
banking facilities and has been unable to obtain offshore letters of credit to facilitate its trading
business. Further, relationships with the PRC government, local government, and suppliers have
become strained, making it increasingly difficult to conduct any business operations.

[25] As noted above, following arm’s-length negotiations between SFC and the Ad Hoc
Noteholders, the parties entered into a Support Agreement which provides that SFC will pursue a
CCAA plan on the terms set out in the Support Agreement in order to implement the agreed
upon restructuring transaction.
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APPLICATION OF THE CCAA

[26] SFC is a corporation continued under the CBCA and is a “company” as defined in the
CCAA.

[27] SFC also 1akes the position that jt is a “debtor company” within the meaning of the
_ CCAA. A “debtor company” includes a company that is inso}vent.

[28] The issued and outstanding convertible and senior notes of SFC total approximately $1.8
billion. The waiver agreements with respect to SFC’s defaults under the senior notes expire on
April 30, 2012. Mr. Martin contends that, but for the Support Agreement, which requires SFC to
pursue a2 CCAA plan, the indenture trustees under the notes would be entitled to accelerate and
enforce the rights of the Noteholders as soon as April 30, 2012. As such, SFC contends that it is
insolvent as it is “reasonably expected to run out of liquidity within a reasonable proximity of
time” and would be unable to meet its obligations as they come due or continue as a going
concem. See Re Stelco [2004] 0.J. No. 1257 at para. 26; leave to appeal to C.A. refused [2004]
0.J. No. 1903; Jeave to appeal to S.C.C. refused [2004] S.C.C.A. No. 336; and 4TB Financial v.
Metcalfe and Mansfield Aliernative Investments II Corp., {2008] O.J. No. 1818 (S.C.J .) at paras.

12 and 32.

(20] For the purposes of this application, ] accept that SFC is a “debtor company” within the
meaning of the CCAA aud is insolvent; and, as a CBCA company that is insolvent with debts in
excess of $5 million, SFC meets the statutory requirements for relief under the CCAA.

[30] The required financial information, including cash-flow information, has been filed.

(311 Iam satisfied that it is appropriate to grant SFC relief under the CCAA and to provide for
a stay of proceedings. FTI Consulting Canada, Inc., having filed its Consent to act, is appointed
Monitor.

THE ADMINISTRATION CHARGE

[32] SFC has also requested an Administration Charge. Section 11.52 of the CCAA provides
the court with the jurisdiction to grant an Administration Charge in respect of the fecs and
expenses of FT1 and other professionals. :

(33] I am satisfied that, in the circumstances of this case, an Administration Charge in the
requested amount is appropriate. In making this determination 1 have taken into account the
complexity of the business, the proposed role of the beneficiaries of the charge, whether the
quantum of the proposed charge appears to be fair and reasonable, the position of the secured
creditors Jikely to be affected by the charge and the position of FTL

[34] In this case, FTI supports the Administration Charge. Further, it is noted that the
Administration Charge does not seek a super priority charge ranking ahead of the secured

creditors.
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THE DIRECTORS’ CHARGE

[35] SFC also requests a Directors” Charge. Section 11.51 of the CCAA provides the court
with the jurisdiction to grant a charge in favour of any director to indemnify the director against
obligations and liabilities that they may incur as a director of the company after commencement

of the CCAA proceedings.

[36] Having reviewed the record, I am satisfied that the Directors’ Charge in the requested
amount is appropriate and necessary. In making this determination, [ have taken into account
that the continued participation of directors is desirable and, in this particular case, absent the
Directors’ Charge, the directors have indicated they will not continue in their participation in the
restructuring of SFC. ] am also satisfied that the insurance policies currently in place contain
exclusions and limitations of coverage which could leave SFC’s directors without coverage 1n

certain circumstances,

[37) In addition, the Directors’ Chare is intended to rank behind the Administration Charge.
Further, FTI supports the Directors’ Charge and the Directors’ Charge does not seek a super
priority charge ranking ahead of secured creditors.

[38] Based on the above, I am satisfied that the Directors” Charge is fair and reasonable in the
circumstances.

THE SALE PROCESS
[39] SFC has also requested approva] for the Sale Process.

[40] The CCAA is to be given a broad and liberal interpretation to achieve its objectives and
to facilitate the restructuring of an insolvent company. It bas been held that a sale by a debtor,
which preserves its businesses as a going concem, is consistent with these objectives, and the
court has the jurisdiction to authorize such a sale under the CCAA in the absence of a plan. See
Re Nortel Networks Corp., [2009] O.J. No. 3169 (S.C.J.) at paras. 47-48.

[41] The following questions may be considered when determining whether to authorize a sale
under the CCAA in the absence of a plan (See Re Nortel Networks Corp., supra at para. 49):

() Is the sale transaction warranted at this time?
(i) Will the sale benefit the “whole economic community™?

(i) Do any of the debtors’ creditors have a bone fide reason to object to the sale of the
business?

(iv)  Isthere a better alternative?

[42]  Counsel submits that as a result of the uncertainty sutrounding SFC, it is impossible to
know what an interested third parly might be willing to pay for the underlying business
operations of SFC once they are separated from the problems facing SFC outside the PRC.
Counsel further contends that it is only by running the Sale Process that SFC and the court can
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determine whether there is an interested party that would be willing to purchasé SFC’s business
operations for an amount of consideration that is acceptable to SFC and its Noteholders while
also making excess funds available to Junior Constituents.

(43] Based on a review of the record, the comments of FTI, and the support levels being
provided by the Ad Hoc Noteholders Committee, I am satisfied that the aforementioned factors,
when considered in the circumstances of this case, justify the approval of the Sale Process at this
point in time.

ANCILLARY RELIEF

(44] 1 am also of the view that it is impractical for SFC to call and hold its annual general
meeting at this time and, therefore, 1 am of the view that it is appropriate to grant an order
relieving SFC of this obligation.

[45] SFC seeks to have FTI authorized, as a formal representative of SFC, to apply for
recognition of these proceedings, as necessaty, 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. Counsel contends that such an order is necessary to facilitate the restructuring
as, among other things, SFC faces class action lawsuits in New York, the notes are governed by
New York law, the indenture trustees are located in New York and certaim of the SFC
subsidiaries may face proceedings in foreign jurisdictions in respect of certain notes issued by
SFC. In my view, this relief is appropriate and is granted.

(46] SFC also requests an order approving:
(1) the Financial Advisor Agreement; and
(i1) Houlihan Lokey’s retention by SFC under the terms of the agreement.

[47] Both SFC and FT] believe that the quantum and nature of the remuneration provided for
in the Financial Advisor Agreement is fair and reasonable and that an order approving the
Financial Advisor Agreement is appropriate and essential to a successful restructuring of SFC.
This request has the support of parties appearing today and, in my view, is approprate in the
circumstances and is therefore granted.

DISPOSITION

(48)  Accordingly, the relief requested by SFC is granted and orders shall-issue substantially in
the form of the Initial Order and the Sale Process Order included the Application Record.

MISCELLANEOUS

[49)  SEC has confirmed that it is bound by the Support Agreement and intends (o0 comply with

it.
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[50] The come-back hearing is scheduled for Friday, April 13, 2012. The orders granted
today contain a come-back clause. The orders were made on extreme}y short notice and for all
practical purposes are to be treated as being made ex parte.

[51] The scheduling of future hearings in this matter shall be coordinated through counsel to
the Monitor and the Commercijal List Office.

[52]  Finally, it would be helpful if counsel could also file materials on a USB key in addition

to a paper record.

MOR WETZ J.

Date: April 2, 2012
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APPENDIX “G” — GLOBE AND MAIL NOTICE

Attached.
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B12 -+ REPORT ON BUSINESS

THE GLOBE AND MAIL

E WALL STREET JOURNAL.

NOTICE

NOTICE regarding Sino-Forast Carporation (the “Applicant”}
RE: NOTICE OF CCAA FILING, SUPPORT AGREEMENT DEADLINE B: SALE PROCESS
Notlce of CCAA Proceedings

NOTICE 1S HEREBY GIVEN that on March 30, 2012, the Applicant sought and
obtained from the Ontario Superior Court of Justice (Commercial List) (the
“Couri"} at Toronto an initial order {the “Initial Order”}under the Companies”
Creditors Arrangement Adl, R.S.C. 1985, ¢ C-36, as amended (the "CCAA")
under Court File Number CV-12-9667-00CL. Pursvant fo the initial Order, FTI
Consulting Canada Inc_ has been appolnted as CCAA itor {the “Monitor”).
Notica of Joinder under the Support Agreemant
NOTICE 15 HEREBY GIVEN fo all of the holders (*Noteholders”) of the
following notes Issued by the Applicant: US$345,000,000 of 5.00%
convertible senior nofes due 2013, US$399,517,000 10.25% guaranteed
senior notes due 2014, US$460,000,000 of 4.25% converlible senlor notes
due 2016 and US$600,000,000 6.25% guaranteed senlor notes due 2017
(collectively, the “Notes”) that a Restrud\ning Support Agreement dated as
of March 30, 2012 (the “Suppont A?reemeni ) was made between, amon
others, the Applicant and cartain of the Applicant’s noteholders (the “Inifial
ting Noteholders"). Capitalized terms used in this notice and not
otherwise definad shall have the meaning given to them in the Support
Agreement.
NOTICE 15 HEREBY GIVEN that any Noteholder (other than an Initial
Consenting Noteholder) who wishes to become a Consenting Noteholder
and entitled to the Early Consent Conslderation pursuant fo the Support

in the matter of the C

les’ Creditors A
as amanded {the “CCAAY), and

{n the matter of a Plan of Compromise or Arrangamant of PCAS Patlent Care
Automation Services Inc. and 2363279 Ontarlo Inc,, conducting business as
Touchpoint (the “Compantes”}

NOTICE TO CREDITORS

NOTICE IS HEREBY GIVEN that on March 23, 2012, the Companles sought
and obtained from the Ontario Superior Court of Justice (Commeraial List),
an initial order (the "inftlal Grder”} pursuant to the CCAA, under Court File
No. CV-12-9656-00CL. Pursuant to the Initiai Order, PricewaterhouseCoopers
inc. was appointed as ltor of the Companies {the "Manitor”). This
notice Is provided in accordance with section 23 (1} {a) of the CCAA and
paragraph 44 of the Initial Order.

NOTICE 1S MEREBY GIVEN that a copy of the Inltial Order and other public
information in respect of these CCAA proceedings are avallable on the
Monitor's website at www.pwc.com/car-pcas, of may be obtained by
contacting the Monitor directly at:

# Act, R.5.C. 1985, <, €36,

PricewaterhouseCoopars inc.

Monltor of

PCAS Patient Care Automation Sarvices Inc. and 2163279 Ontario inc.
18 York Street, Suite 2600

Toronto, ON M5J 0B2

Attention: Sara de Verneuil

Agreement (if such Early Consent Consideration becomes pay ble p

fo the terms thereol, and subject to such noteholder demonstrating its
holdings to the Monitor in accordance with the Support Agreement) must
execute a Joinder Agreement, which can be found on the Monitor's website
at http//dcanada ficansulting.com/sfc and retumn such executed Joinder
Agreement to the Applicant and the Noteholder Advisors (as defined in the
Initial Otder and at the addresses set forth in Sectlon 17{q} of the Suppor!
Agreement) in accordance with the terms of the Suppont Agreement by no
tater than the consent deadline of $:00 p.m. (Toronto Time} on May 15,
2012, and, upon doing so, such Noteholder shall become a Consenhing

Telept +1 416 687 8316
DATED at Toronto, Ontario this 27¢th day of March, 2012

pwce

Cold War law

Noteholder and shall be bound by the ferms of the Support Ag
The Monitor may request additional information from you afier receipt of
your Joinder Agreement to verify your holdings of Notes, If you have any
questlons regarding this process, please contact the Monitor at {416) 649-
8094 or by emall at. sfc@fticonsulling.com
PLEASE TAKE NOTICE that a copy of the Initial Order, the Support
Agreement, the Joinder Agreemeni, the Sale Process Order, and other
public information concerning these CCAA proceedings can be found on
the Monitor's Website at hitp://cicanada fticonsulting.com/sfc, or may be
obtained by contacting the Monitor at.
FTi Consulling
Court-appoinied Monitor of Sino-Forest Corporation
1D Waterhouse Tower
79 Wellington Stree! West
Suite 2010, P.O. Box 104
Toronlo, Ontario M5K 1G8
Atention: Jodi Porepa
Hotline. {416) 649-8094
Email; stc@Hliconsulting.com
Sale Process
TAKE NOTICE THAT pursuant 1o an arder (the "Sale Process Order”) of the
Court issuad on March 30, 2012 under the CCAA, the Applicant obtained
Court approval to conduct a sale solicilation process (the “Sale Process”).
Bursuant to the Sale Process, Houlihan Lokey is sollciting proposals from
prospective strategic and financial patties to acquire subsfantiaily ail of the
properly, asscts and business of the Apphcant and s subsidiaries, othes
Yhan cerfain excluded assels. The Applicant is a leading commercial forest
planfation operator in China. s principal b include the hip
an g 1 of tree pl s, the sale of standing fimber and woed
logs, and the complementary manufactunng of downsiream engineered-
wood products.
The Cour! also appointed FTt Consulting Canada Inc. as the Monitor of the
Applicant and confirmed Houlihan Lokey as its financial advisor.
Interested parhes can oblan additional informalion regarding the Sale
Process by contacting Houlihan Lokey at
Houlihan Lokey
Attenfion: David Putnam
Telephone: +852.3551.2300
Email: dputnam@h! com

NOTICE TO CREDITORS OF STERLING SHOES INC.,
STERLING SHOES GP INC. AND STERLING SHOES
LIMITED PARTNERSHIP

{herelnafter referred to collectively as the “Pefitioner Parties®)

RE: NOTICE OF CLAIMS PROCESS FOR THE PETITIONER PARTIES PURSUANT
TO THE COMPANIES' CREDITORS ARRANGEMENT ACT (“CCAR™)

This notice 15 being published pursvant fo an order of the Supreme Court
of British Columbia dated Apnit 2, 2012 (the “Clalms Process Order”} which
approved a claims Process tar the determination of certain claims agalnst
the Petitioner Parties and/or their Directors and/or Officers. The claims
Process only applies to the Claims of Creditors described in the Claims
Process Order, A capy of the Claims Process Order and other public information
concerning the CCAA proceedings can be obtained on the website of
Alvarez & Marsal Canada Inc., the Court-Appointed Monitor of the Petitioner
Parhes (the “Monitor”) at mmnﬁaﬂmm&nmnalﬂﬂdmg/
Any person who may have a claim against any of {he Petitioner Parties an
or any of their Directors and/or Officers should carefully review and comply
with the Claims Process Order.

Any person having a Claim agawnst any of the Petitioner Parties and/or any of
thelr Directors and/or Officers arising of relating to the period prior to October
21, 201 (the “Filing Date™), which would have been a claim provable in bank-
ruptcy had the Petitioner Parties become bankrupt on the Filing Date and
who does not receive a Clalm Amount Notice with their Claims Package, of
who receives a Clalm Amount Notice with their Claims Package but disputes
the amount or nature of thelr Claim as listed in their Claim Amount Nolice,
must send a Proof of Claim or Landlord Proof of Claim, as applicable, to the
Monitor, aceived by the Monitor by o lader than 0
time) on May 9, 2012 {the "Clalms Bar Date").
proofs of Clalm and Landlord Proots of Claim for Claims arising as a result of
a restructuring, disclaimer, resiliation, termination, or breach by any of the
Petitioner Parties on or after the Flling Date of any contract, lease, employ-
ment agreement, Lease of other agreement or arrangement of any nature
whatsoever, whether written or oral, must.

no fater than;

" f 0!
TV AT %At deves ~bme the date of the Natice of Disclalmer
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shuts door on
Russia’s boom

SUDEEP REDDY

Russia is on the cusp of joining
the World Trade Organization
after a two-decade journey, a
landmarl move to integrate the
emerging economy into the inter-
national trading system.

There's one problem for U.S.
companies: They may be left out
of the parade.

Election-year sparring could
keep the US, from lifting long-
standing restrictions on trade
with Russia by the time the coun-
try joins the WTO this summer.
As a result, US, companies
wouldn't receive the same legal
protections against Russian tariffs
and other hurdles to business
that companies from other coun-
tries would gain, putting the US.
businesses at a competitive disad-
vantage, executives say.

The largest business groups in
the US., including the U.S. Cham-
ber of Commerce, say passing leg-
islation to lift the U.S. restrictions
is their No. 1 trade goal this year,
Dozens of smaller organizations,
including the National Chicken
Council and the Toy Industry As-
sociation, are lobbying too.

The stakes are high for U.S. com-
panies, which are eager for new
markets amid slow growthin
advanced economies such as the
U 8. and Europe. US. exports of
goods and services to Russia
could double over the next five
years from $9-billion (U.S.) in
2010 if U.S. companies get full
access to the market, according to
economists at the Peterson Insti-
tute for international Economics.

Atissue is the jackson-Vanik
amendment, a Cold War measure
that restricts U.S. trade relations
with nations that limit emigra-
tion. Congress passed the law in
1974 10 ensure that Jews could
leave the Soviet Union freely. That
hasn’t been a problem since the
Soviet Union collapsed, and U.S.
administrations have waived the
measure's restrictions annually
for Russia since the early 19g0s.

But unless the U.S. repeals Jack-
son-Vanik permanently for Russia
- annual waivers aren’t sufficient
- Moscow still could maintain
high tariffs on U.S. products gpd
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This is Exhibit “P2” referred to in
the Affidavit ?f’Daniel E.H. Bach
sworn this / //i{ day of July, 2012

y
«”'\;? /./)Z? f)

A Commissionerfor Taking Affidavits



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

Sino-Forest Corporation

THIRD REPORT OF THE MONITOR

May 25, 2012




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

THIRD REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC,,
IN ITS CAPACITY AS MONITOR

INTRODUCTION

1. On March 30, 2012 (the “Filing Date”), Sino-Forest Corporation (the
“Company”) filed for and obtained protection under the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”). Pursuant to
the Order of this Honourable Court dated March 30, 2012 (the “Initial Order”),
FTI Consulting Canada Inc. (“FTI Canada”) was appointed as the Monitor of
Sino-Forest (the “Monitor”) in the CCAA proceedings. Pursuant to an Order of
this Court made on April 13, 2012, this Court granted an Order extending the Stay
Period (as defined in the Initial Order) to June 1, 2012. The proceedings
commenced by the Company under the CCAA will be referred to herein as the
“CCAA Proceedings”.

2. On the Filing Date, the Court also issued an Order authorizing the Company to

conduct a Sale Process (the “Sale Process Order”).




3.

2D -

The purpose of this Third Report of the Monitor (the “Third Report”) is to:

(a) provide this Honourable Court with information pertaining to the initial
activities of the Company since the date of the Initial Order in respect of

the following:
(i) Update on the CCAA proceedings;

(i) The Company’s actual receipts and disbursements for the period

from April 7,2012 to May 18, 2012;

(i)  The Company’s post-filing consolidated cash position and liquidity
as detailed in the Company’s May 23 Forecast (defined below);

and

(b) Support the Company’s motion and recommend that the Court grant an
order extending the stay of proceedings (the “Stay Period”) to and
including September 28, 2012.

In preparing this Third Report, the Monitor has relied upon unaudited financial
information of the Company, the Company’s books and records, certain financial
information prepared by the Company, the Reports of the Independent Committee
of the Company’s Board of Directors dated August 10, 2011, November 13, 2011,
and January 31, 2012, and discussions with the Company’s management. The
Monitor has not audited, reviewed or otherwise attempted to verify the accuracy
or completeness of the information. Accordingly, the Monitor expresses no
opinion or other form of assurance on the information contained in this Third
Report or relied on in its preparation. Future oriented financial information
reported or relied on in preparing this Third Report is based on management’s
assumptions regarding future events; actual results may vary from forecast and

such variations may be material.

Unless otherwise stated, all monetary amounts contained herein are expressed in

US Dollars.
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The term “Sino-Forest” refers to the global enterprise as a whole but does not
include references to the Greenheart Group. “Sino-Forest Subsidiaries” refers to
all of the direct and indirect subsidiaries of the Company, but does not include

references to the Greenheart Group.

Capitalized terms not defined in this Third Report are as defined in the pre-filing
report of the proposed monitor dated March 30, 2012 (the “Pre-Filing Report™)
and the affidavit of W. Judson Martin sworn March 30, 2012 (the “Initial Order
Affidavit”).

GENERAL BACKGROUND

Sino-Forest Business

10.

1.

Sino-Forest conducts business as a forest plantation operator in the People’s
Republic of China (“PRC”). Its principal businesses include ownership and
management of forest plantation trees, the sale of standing timber and wood logs,

and complementary manufacturing of downstream engineered-wood products.

The Company is a public holding company whose common shares are listed on
the Toronto Stock Exchange (“TSX”). Prior to August 26, 2011 (the date of the
Cease Trade Order, defined below), the Company had 246,095,926 common
shares issued and outstanding and trading under the trading symbol “TRE” on the

TSX.

On June 2, 2011, Muddy Waters, LLC (“MW?”), which held a short position on
the Company’s shares, issued a report (the “MW Report”) alleging, among other
things, that Sino-Forest is a “ponzi-scheme” and a “near total fraud”. The MW
Report was issued publicly and immediately caught the attention of the media on

a world-wide basis.

Subsequent to the issuance of the MW Report, the Company devoted extensive
time and resources to investigate and address the allegations in the MW Report as

well as responding to additional inquiries from, among others, the Ontario



12.

13.

4.

Securities Commission, the Royal Canadian Mounted Police and the Hong Kong

Securities and Futures Commission.

In view of the MW Report, the subsequent litigation and regulatory investigations
and other issues continue to have a significant negative impact on the Company
and have threatened the long term viability of Sino-Forest’s operations. For the
reasons discussed in the Pre-Filing Report and the Initial Order Affidavit, the
Company and the business was placed into a stalemate that could not be resolved

without the Court supervised solution offered by the CCAA Proceedings.

The Pre-Filing Report and the Initial Order Affidavit provide a detailed outline of
Sino-Forest’s corporate structure, business, reported assets and financial
information as well as a detailed chronology of the Company and its actions since

the issuance of the MW Report in June 2011.

UPDATE ON CCAA PROCEEDINGS

14.

The First Report of the Monitor dated April 11, 2012 (the “First Report”)
provided a summary of events between the Filing Date and the date of that report

and those details are not repeated herein.

Cooperation of Management

15.

16.

S

As was set out in the First Report, one of the priorities of the Monitor (both
directly and through FTI Consulting (Hong Kong) Limited (“FTI HK”)) was to
establish communication protocols and reporting mechanisms with Sino-Forest in
Hong Kong and the PRC. This priority was further enabled through the Order of
this Court made on April 20, 2012 expanding the Monitor’s powers (the
“Expanded Powers Order”). A copy of the Expanded Powers Order is attached
as Appendix A hereto.

Pursuant to the Expanded Powers Order, in addition to the powers provided
pursuant to CCAA and the Initial Order, the Monitor was given further power and

authority. The majority of these extended powers related to direct access and
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involvement in the Sino-Forest Subsidiaries, as opposed to the Applicant itself.
The Applicant, as parent of the Sino-Forest Subsidiaries, was directed to cause the
Sino-Forest Subsidiaries (including their directors, officers and employees) to co-
operate fully with the Monitor in the exercise of the Monitor’s powers and to

provide the assistance necessary for the Monitor to carry out its functions.

17. The Monitor (both directly and through FTI HK) continues to work with Sino-
Forest to ensure the Monitor is given appropriate access to information, are
included in meetings and are comfortable with communication protocols, review
procedures and approval mechanisms, where applicable. In particular, the

following steps have been taken by either or both of the Monitor or FTT HK:
(a) continuing review of disbursements on a weekly basis;
(b) continuing review of variance analysis on a weekly basis;

(c) reviewing all proposed disbursements by the Sino-Forest Subsidiaries in
excess of a pre-determined RMB threshold for subsidiaries located in

Hong Kong and the PRC;

(d) monitoring of operational matters including any actions taken in respect of
outstanding business arrangements which directly or indirectly affect

Sino-Forest and/or Sino-Forest Property and Business;

(e) monitoring of the entering into of new agreements or arrangements in
excess of a pre-determined RMB threshold which directly or indirectly

affect Sino-Forest and/or Sino-Forest Property and Business;
63) monitoring of matters relating to Sino-Forest employees;

(g)  monitoring of the disposition of any assets relating to Sino-Forest Property

and Business whether in the ordinary course of business or not;

(h) monitoring of the receipts and disbursements of the Sino-Forest

Subsidiaries and the Company’s analysis on the same;
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(1) monitoring accounts receivable collections by the Sino-Forest
Subsidiaries;
) attending certain meetings between the Company and third parties;

k) assisting in the performance of the duties which the CFO performs; and
)] reviewing the Company’s press releases and other public communications.

Sino-Forest has continued to work cooperatively with the Monitor and FTI HK in

this regard.

Ontario Securities Commission (“OSC”) and Personnel Changes

19.

20.

21

22.

The First Report provided an outline regarding the status of the OSC investigation
and certain enforcement notices (the “Notices™) that had been received by the
Company as well as Mr. Hung, Ho, Yeung, Ip, Chan and Horsely on April 5,
2012. At the time of the First Report, the Monitor advised that the Company was

still considering the appropriate next steps to take.

On April 17, 2012, the Company issued a press release announcing that,
following the receipt of the Notices, it had terminated Mr. Hung, Ho and Yeung
and that Mr. Ip had decided he would not serve as a consultant. The press release
also announced that Mr. Chan also had resigned as Founding Chairman Emeritus
and that Mr. Horsely was stepping down as Chief Financial Officer, but would

remain an employee of the Company.

The Company continued to engage with the OSC as to its ongoing investigation
including with respect to the issue of whether formal charges would be laid

against the Company or any individuals.

On May 22, 2012, the OSC issued a notice of hearing (the “Notice of Hearing”)
and statement of allegations (the “Statement of Allegations”) against the
Company as well as Mr. Hung, Mr. Ho, Mr. Yeung, Mr. Ip, Mr. Chan and Mr.
Horsley. The hearing has been set for July 12, 2012. Copies of the Notice of
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Hearing and the Statement of Allegations are attached as exhibits to the affidavit
of Judson Martin sworn May 25, 2012 as well as on the OSC website at

WWW.0S8C.gov.on.ca.

On May 23, 2012, the Company issued a press release in respect of the Notice of

Hearing and Statement of Allegations.

The Company continues to keep the Monitor informed as to next steps.

The Claims Procedure Order

25.

26.

On May 14, 2012, this Court granted an Order approving the Company’s
proposed claims procedure (the “Claims Procedure Order”). Pursuant to the
Claims Procedure Order, the Company is calling for the filing of Claims, D&O
Claims and D&O Indemnity Claims (all as defined in the Claims Procedure
Order) on or before the applicable bar date. The applicable bar date for most
claims is June 20, 2012, however, specific reference should be made to the Claims

Procedure Order for the appropriate bar date for specific types of claims.

In accordance with the Claims Procedure Order, the Monitor has since taken the

following steps:

(a) On May 14, 2012, the Monitor posted the Claims Procedure Order on its
website (http://cfeanada. fiiconsulting.com/sfc) (the  “Monitor’s

Website™);

(b) On May 16, 2012, the Monitor posted the Proof of Claim Document
Package (as defined in the Claims Procedure Order) on the Monitor’s

Website;

(©) On May 18, 2012, the Monitor sent a copy of the Proof of Claim
Document Package to all Known Claimants (as defined in the Claims

Procedure Order); and

(d) On May 18, 2012 and May 21, the Monitor published the Notice to
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Claimants (as defined in the Claims Procedure Order) in the Globe and
Mail (National Edition) and the Wall Street Journal (Global Edition) — a
copy of the Globe and Mail and Wall Street Journal advertisements are

attached as Appendix B.

The Monitor will continue to carry out its obligations under the Claims Procedure

Order in accordance with its terms.

PlaintifPs Motion, Third Party Stay and Status of Ontario and Quebec Class

Actions

28.

29.

As set out in the Initial Order Affidavit and the Pre-Filing Report, as of the Filing

Date, the Company is a defendant in numerous proposed class actions including

(a) the action of the Trustees of the Labourers’ Pension Fund of Central and

Eastern Canada et al (the “Ontario Plaintiffs”) v. Sino-Forest Corporation et. al,
bearing (Toronto) Court File No. CV-11-431153-00CP (the “Ontario Class
Action”) and (b) the action relating to Guining Liu (the “Quebec Plaintiff”) v.
Sino-Forest Corporation et. Al. Bearing (Quebec) Court File No. 200-06-000132-
111 (the “Quebec Class Action”).

Since the Filing Date, the following has occurred:

(a)

(b)

(©)

On April 10, 2012 counsel for the “Ad Hoc Committee of Purchasers of
the Applicant’s Securities” (“Class Counsel”) served a notice of motion

(the “Original Notice of Motion”) returnable on the Company’s

comeback date of April 13, 2012.

At a court conference held on April 12, 2012, it was determined that Class
Counsel would proceed with relief set out in paragraph 2(a) (the “Funding
Agreement Relief”) and paragraph 2(b) (the “Péyry Settlement Relief”)
of the Original Notice of Motion on April 20, 2012.

On April 20, 2012, the Court granted an Order approving the Funding
Agreement Relief.
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(d) On consent of Class Counsel, among others, the request for the Pdyry
Settlement Relief was adjourned to May 8, 2012. May 8, 2012 was also
set as the return date for a motion of the Company as to advice and
directions as to the applicability of the stay of proceedings on certain third

party defendants in the Company’s class action litigation.

(e) On May 2, 2012, Class Counsel served a notice of return of motion and
first amended notice of motion (the “First Amended Notice of Motion”)
returnable May 8, 2012. The relief sought in the First Amended Notice of
Motion was ultimately adjourned and Class Counsel advised that they
would limit the relief sought on May 14, 2012 to issues of representative
status (the “Representative Status Relief”). This coincided with the

return date of the Company’s motion for the Claims Procedure Order.
§3) On May 8, 2012, the Court granted Orders providing for:

(1) Some of, but not all of, the Péyry Settlement Relief (the “Poyry
Order™); and

(i)  the relief sought by the Company providing that the stay of
proceedings as set out in the Initial Order would apply to all of the
defendants in the Company’s various outstanding class action
litigation (the “Scope of Stay Order”). In connection with the
Scope of Stay Order, the Company, among others, entered into
certain agreements (the “Tolling Agreements”) relating to the
Ontario Class Action (defined below) and the Quebec Class Action

(defined below) tolling certain limitation periods.

(g) On May 14, 2012, in connection with the Company’s motion for the
Claims Procedure Order, on consent of Class Counsel, the balance of the
relief set out in the First Amended Notice of Motion was adjourned sine

die.

30, The Monitor is aware that on May 17, 2012, Justice Perell of the Ontario Superior
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Court of Justice granted orders:

(2)

(b)

approving a funding and indemnity agreement; and

directing the mechanism for the delivery of notice of approval hearing in

relation to the Poyry settlement.

Update on the Sale Process

31.  The Monitor is aware that the efforts of Houlihan Lokey with respect to the Sale

Process are ongoing. Houlihan continues to engage with prospective buyers and

facilitate the due diligence and sale process.

32.  The Monitor has had ongoing communication with Houlihan Lokey throughout

the process including numerous meetings with Houlihan personnel in Hong Kong.

33.  The Monitor expects to be able to provide a further update in its next court report

after the June 28, 2012 Phase I Bid Deadline.

Other Matters
34.  In addition to the foregoing, additional updates are as follows:
(2) On May 11, 2012, Contrarian Capital Management, LLC (“Contrarian”)

(b)

served a motion returnable May 14, 2012 requesting that the Company
publicly produce certain information relating to Mandra Forestry Holdings
Limited et. al. on or before 5pm on May 14, 2012. On May 14, 2012, the

Court dismissed the Contrarian motion.

The Consent Date under the Support Agreement pursuant to which
noteholders could execute joinder agreements in order to be entitled to
Early Consent Consideration in the event of a restructuring as set out of
the Support Agreement expired on May 15, 2012. As set out in the
Support Agreement, the Monitor continues to work with the Company and
the ad hoc committee of bondholders to assess the joinder agreements that

have been provided.
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(©) On April 30, 2012, Ernst & Young LLP resigned as the Company’s

auditor.

(d) On May 9, 2012, the common shares of the Company were delisted from
the TSX at close of market.

RECEIPTS AND DISBURSEMENTS FOR THE PERIOD TO MAY 18, 2012

Cost Reduction and Cash Management

35. The Monitor has also continued to work with the Company to reduce its projected
cash spend during the CCAA proceedings. As was also reported in the First
Report, given the nature of the proceedings and the fact that the Company, itself,
has little or no operations, the majority of the projected cash outflow during the

CCAA proceedings consists of professional fees.
Actual Receipts & Disbursements for the Period April 7, 2012, to May 18, 2012

36. The Company’s actual net cash flow for the period from April 7, 2012 to May 18,
2012 (the “Current Period”) together with an explanation of key variances as
compared to the April 11 Forecast (as defined in the First Report) is described
below. Actual net cash flows for the Current Period were approximately $500

thousand higher than forecast and summarized as follows:



-12-

$000 CAD Forecast Actual || Difference
Cash inflow

Interest Income $ - $ 918 9
Total cash inflows $ - $ 918 9
Cash outflow

Payroll and Benefits $ 90 ('S 8393 7

Board & Committee Fees $ 918 100 | S 9)

Travel $ 158 1 $ 11 ]S 147

Rent,Communication & Utilities | $ 38 % 56 1% (18)

Taxes & Other $ 95 | $ 76 1% 19
Total cash outflows $ 472 1 $ 326 1 $ 146
Net Operating Cashflow $ @72)1 s SIS 155
Restructuring Costs

Professional Fees $ 679915 64408 359
Total Restructuring Costs $ 679918 64408 359
Net Cash Flow $ (727DIS (6,751 S S14
Opening Cash Balance $ 67,765 S 67,765 | $ -
[Net Cash Balance $ (727D S (6,757 $ 514
Ending Cash Balance $ 60,494 |3 61,008 3 514

37.  The key variance in actual receipts and disbursements compared to the April 11

Forecast is a favourable variance of approximately $500 thousand relating

primarily to:

(a) A positive variance of approximately $150 thousand in travel costs. This
variance is temporary in nature and the result of lower than expected travel

by management between North America and Hong Kong; and

(b) A positive variance of approximately $350 thousand in professional fees.
This variance is temporary in nature and is expected to reverse in the
coming weeks as invoices are submitted by the professionals and paid by

Sino-Forest.

THE COMPANY’S CASH FLOW FORECAST

Cash Flow Projections

38.  The Company has prepared a revised cash flow forecast for the period May 19,
2012 to October 5, 2012 (the “May 23 Forecast”). A copy of the May 23
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Forecast is attached as Appendix C. The May 23 Forecast shows a negative net

cash flow of approximately $24.8 million, and is summarized below:

$000 CAD

Cash inflow

Interest Income $ 825
Total cash inflows $ 825
Cash outflow

Payroll and Benefits $ 271

Board & Committee Fees $ 875

Travel $ 448

Rent,Communication & Utilities $ 83

Taxes & Other $ 228
Total cash outflows $ 1,904
Net Operating Cashflow $ (1,079)
Restructuring Costs

Professional Fees $ 23,697
Total Restructuring Costs $ 23,697
Net Cash Flow $ (24,777)
Opening Cash Balance $ 61,007
Net Cash Balance $ (24,777)
Ending Cash Balance $ 36,231

39. It is anticipated that the Company’s projected liquidity requirements throughout
the CCAA Proceedings will be met by existing cash available to the Company.

EXTENSION OF THE STAY PERIOD

40. The current Stay Period under the Initial Order expires on June 1, 2012. In order
to allow the Company sufficient time to continue toward its restructuring goals,
the Company is requesting that the stay period be extended to September 28,
2012.

41.  The Monitor believes that the proposed extension is fair and reasonable in the
circumstances. The Company requires further time to progress with its
restructuring activities including, (a) the filing of claims under the Claims
Procedure Order and subsequent resolution (which processes are subject to further

Court order); and (b) the completion of the Sale Process. As set out above, the
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Phase 1 Bid Deadline expires June 28, 2012.

42.  The Monitor believes that the Company is acting in good faith and with due

diligence in taking steps to facilitate is restructuring and sale of its operations.

CONCLUSION

43. For the reasons set out above, the Monitor supports and recommends the

Company’s request for an extension of the Stay Period to September 28, 2012.



The Monitor respectfully submits to the Court this Third Report.

Dated this 25" day of May, 2012.

[1/Consulting Canada Inc.
i Monitor of
o-Forest Corporation, and not in its personal capacity

WA

Greg Watsén Fodi B. Porepa
Senior Managing Director | Managing Director




Appendix “A” - Expanded Powers Order

Attached.




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

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. ) FRIDAY, THE 20"
)
JUSTICE MORAWETZ ) DAY OF APRIL, 2012

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

ORDER
(Expausion of the Powers of the Monitor)

THIS MOTION, made by Sino-Forest Corporation (the “Applicant”) for the relief set
out in the Applicant’s notice of motion dated April 18, 2012 was heard this day at 330 University

Avenue, Toronto, Ontario.

ON READING the affidavit of W. Judson Martin swom April 18, 2012 (the "Martin
Affidavit") and the Exhibits thereto and the supplementary affidavit of W. Judson Martin sworn
April 20, 2012 and on hearing submissions of counsel for the Applicant, the board of directors of

Applicant, the ad hoc committee of noteholders, the Monitor and those other parties present,

1. THIS COURT ORDERS that the time for the service of the Notice of Motion, the Motion
Record and the Supplementary 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:

(a) Capitalized terms used herein and not otherwise defined shall have the meaning given
to them in the Martin Affidavit;



(b)

(©)

(d)

3.

“Sino-Forest Property and Business” shall mean the, property, assets, undertaking

and business of Sino-Forest;
“Sino-Forest” shall mean the Applicant and the Sino-Forest Subsidiaries; and

“Sino-Forest Subsidiaries” shall mean all of the direct and indirect subsidiaries of
Sino-Forest Corporation but, for greater certainty, shall not mean the Greenheart
Group.

THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA and in reliance on the provisions of paragraph 4 below, is hereby

further empowered to:

(a)

(b)

have full and complete access to the Sino-Forest Property and Business, including the
premises, books, records, data, including data in electronic form, and other financial

documents of Sino-Forest;

implement processes and protocols for the review, consultation and, if necessary,

Monitor’s consent in relation to the following:

(i) disbursement (whether directly, indirectly, and by way of set off or
otherwise) of monies in excess of amounts 10 be determined by the
Monitor in consultation with Sino-Forest;

(11) any actions taken with respect to any outstanding business arrangements
(including continuation of such arrangements) in excess of a threshold
amount to be determined by the Monitor in consultation with Sino-Forest
which directly or indirectly affect Sino-Forest and/or the Sino-Forest
Property and Business,

(ii1) the entering into of new agreements or arrangements in excess of a
threshold amount to be determined by the Monitor in consultation with
Sino-Forest which directly or indirectly affect Sino-Forest and/or the Sino-
Forest Property and Business including, without limitation, the entering
into of new timber purchase contracts or the investment of funds held by
Sino-Forest authorized intermediaries;

(iv) matters relating to hiring of Sino-Forest management employees;

(v)  matters relating to the continuation and preservation of insurance coverage
pursuant to any insurance policies relating to the business of Sino-Forest



(c)

(d)

(e)

®

(2)

(h)

(1

)

()

)

and under which Sino-Forest and its past and present officers or directors
are insured parties;

(vi) subject to the terms of the Initial Order, the disposition of any assets
relating to the Sino-Forest Property and Business, whether in the ordinary
course of business or not, in excess of a threshold amount to be
determined by the Monitor in consultation with Sino-Forest;

monitor the Sino-Forest Subsidiaries’ receipts and disbursements;

advise and assist the Sino-Forest Subsidiaries in their preparation of the Sino-Forest

Subsidiaries’ cash flow statements;

attend meetings that Sino-Forest has with any third party (excluding meetings with
legal counsel which are subject to privilege) including, without limitation,
governmental authorities, suppliers, customers (including, without limitation,
authorized intermediaries), any insurers of Sino-Forest and insurers of Sino-Forest’s
past and present officers and directors, and regulatory authorities in Canada, Hong
Kong, the PRC and elsewhere;

review and consult with Sino-Forest on its preparation of any reports or otherwise

relating to the Sino-Forest Property and Business;

meet and attend the Applicant’s board of directors meetings (excluding meetings with

legal counsel which are subject to privilege);

assist in the performance of the duties which the chief financial officer currently

performs;

advise and assist the Applicant in the formulation of any plans of arrangement or

corupromise;

cause the Applicant to exercise or refrain from exercising rights under paragraph 11

of the Initial Order, subject to approval of this Court where required thereunder;

advise and assist Sino-Forest in performing such functions or duties as the Monitor

considers necessary or desirable;

review Sino-Forest’s press releases and any other public communications;



all of which powers shall be exercised in the Monitor’s discretion (collectively and together

with the Monitor’s Initial Order Powers (the “Monitor’s CCAA Powers”).

4. THIS COURT ORDERS that the Applicant shall cause the Sino-Forest Subsidiaries
including all of their directors, officers and employees to co-operate fully with the Monitor in the
exercise of the Monitor’s powers and discharge of its obligations and to provide the Monitor
with the assistance that is necessary to enable the Monitor to adequately carry out the Monitor’s
functions, powers and duties as set out in the CCAA, the Initial Order, the Sale Process Order,
this Order and any further Orders of this Court.

5. THIS COURT ORDERS that the Applicant shall not and shall cause the Sino-Forest
Subsidiaries not to take any action for which the Monitor’s consent is required but has not been
obtained, whether pursuant to the Initial Order, this Order (including any processes or protocols

developed pursuant to this Order) or otherwise.

6. THIS COURT ORDERS that without limiting paragraph 30 of the Initial Order, in
carrying out the Monjtor’s CCAA Powers, the Monitor shall be entitled to take such reasonable
steps and use such services as it deems necessary in discharging its powers and obligations,

including, without limitation, utilizing the services of or FTI Consulting (Hong Kong) Limited.

7. THIS COURT ORDERS the Monitor shall continue to have the benefit of all of the
protections and priorities as set out in the Initial Order and any such protections and priorities
shall apply to the Monitor in fulfilling its duties under this Order or in carrying out the provisions
of this Order.

ENTERZD AT 7 .NSCRIT A TORONTO

ON / BOOK NO:
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, RS.C. 1985, c¢. C-36, AS AMENDED AND IN THE
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION
Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Proceedings commenced in Toronto

ORDER
(Expansion of the Powers of the Monitor)

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

MsSX 1A4

Robert W. Staley (LSUC #27115])
Kevin Zych (LSUC#33129T)
Derek J. Bell (LSUC #434207)
Jonathan Bell (LSUC #55457P)
Tel: 416-863-1200

Fax: 416-863-1716

Lawyers for the Applicant



Appendix “B” - Globe and Mail and Wall Street Journal Notice

Attached.




THE GLOBE AND MAIL -

FRIDAY, MAY 18,2012

REPORT ON BUSINESS - B9

WSJ.COM
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The Regional Municipality of Wood Buffalo, alberia, located approximately 400 kilometers
rorth sast of Edmonton, is in the heart of the largest oil sands development in the world
and is known as one of the fastest growing regions in Canada. Fort McMurray and the
Regional Municipality of Wood Buffalo are experiencing development pressures relating to
the supply of readily developable land, housing supply and a varying seasonal workforce at
the major oil sands projects in the area.

Electronic copies of the Invitation to Tender Documents may be obtained from the
Government of Alberta electronic tendering system Alberta Purchasing Connection {"APC"}
by typing “Saline Creak” in the keyword field under "Search™. The APC web site is www.
purchasingconnection.com.

8id Security: As set out in the four individual invitations to tender,
Diract inguiries concerning this Invitation to Tender to:

Martin McBean

Project Procurement Specialist
Project Services Branch

Capital Projects Division

Alberta Infrastruciues

2nd Floor, Infrasiructure Building
6950 — 113 Street

Edmonton, Alberta TEH 5¥7

Phone: {780) 644-3535

e-mail: martind.mcheani®ooy sb.aa

Al inquires should b varitten and submitted by email, complete with name, email address,
and telephone number to the Individuat identified above.

Government of Alberta &

proar over trading hours

rincipats, K renuired restaurant s

ﬁ..mn of a surcessful US chain, and is

TO SUBSCRIBE CALL 1866-36 GLOBE  THE GLOBE AND MAIL %

NOTICE OF CLAIMS PROCEDURE FOR SINO-FOREST
CORPORATION {the “Applicant”) PURSUANT TO THE
COMPANIES’ CREDITORS ARRANGEMENT ACY {the "CCAA”}

PLEASE TAKE NOTICE that this nofice is being published pursuant o an
Order of the Superior Court of Justice of Ontaric made on May 34, 2012 {the
“Claims Procedure Order”). Pursuant to the Claims Procedure Order, Proof
of Claim Document Packages will be sent to claimants by mail, on or before
May 22, 2012, if those claimants are kriown to the Applicant. Claimants may
also obtain the Claims Procedure Order and a Proof of Claim Document
package from the website of the Monitor at hitp://cfcanada.fliconsulting.
com/sfe, or by contacting the Monitor by telephone {416-649-8094).

Proofs of Claim (including D&O Proofs of Claim] must be submitted to
the Monitor for any claim against the Applficant, whether unliquidated,
contingent or otherwise, or a claim against any current or former officer
or director of the Applicant, in each case where the claim (i) arose prior to
March 30, 2012, or (i) arose on or after March 30, 2012 as a result of the
restructuring, termination, repudiation or disclaimer of any lease, contract,
or other agreement or obligation. Please consult the Proof of Claim
Document Package for more details.

Complated Proofs of Claim must be recelved by the Monitor by 5:00 p.m.
{prevalling Eastern Time) on the applicable claims bar date, as set out
In the Claims Procedure Order. It is your responsibiiity to ensure that
the Monitar recstves your Proof of Claim or D&O Proof of Clalm by the
applicable cialms bar date. ’ .

Certain Clalmants sre exempted from the requirement to file a Proof of
Claim. Among those caimants who do not need to file a Proof of Claim
are Individual notehoiders in respect of Claims relating solely to the debt
evidenced by their notes and persons whose Claims form the subject
matter of the Ontarlo Class Action or the Quebec Class Action. Please
consult the Clalms Procedure Order for additional details.

CLAIMS AND D& O CLAIMS WHICH ARE NOT RECEIVED BY THE APPLICABLE
CLAIMS BAR DATE WILL BE BARRED AND EXTINGUISHED FOREVER.

expected io apen in June; principals have
invested over %1 million to date. Please
respond to drr5@ielus.net.

REAL ESTATE

SHORT TERM warehouse space needed
in the GTA, approx, 50,000 5., occ. June
15-Dec. 15. Stephen 416-637-2180.

AVION GOLD
CORPORATION

Notice of Record Date

Notice is hereby given
that a record date for the
rescheduled annual general
meeting of shareholders of
Avion Gold Corporation has
been set as May 25 2012
{new recorsd date}.

The rescheduled anrual general
meeting of shareholders
is scheduled to be heid on
June 26, 2612,
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NOTICE OF cLaims PRO(E)URE FOR SINO-FOREST LORPORATION
the “Appl ka%ltsv YO THE commm&s (REDITORS
A IGEMERT ACT (the “(CAA")
PLEASE TAKE NOTICE that this notica is bemg published pursuant to an
Order of the Superlor Court of Justice of Ontarip made on May
“Claims Proteduce Order”). Pursuant to the Claims Procedure drder, Proof
of {Ialm Dotu;mznt Pa(ka?es will be sent to dalmants by mall, on o7 befors

]23 if those ¢ afmants are known to the A?pncarst Claimants
atscob tain the Claims Procedure Order and a Proof o €laImDocument

a( g0 fram the website of the Monitor at http: //cf(ana 3. flconsuiting.
¢ camy/skc, ot by contacting the Moni tor by telephone (416-649-8094).
¢ Proofs of {laim (including D&Q Proofs of Claimg must be submitted to

* the Monitar for any daim agajnst the Applican

whether unhquldated,
contmgent or otherw;se, or a dlaim against any current or former affiter
or d rector eft Applicant, in each case where the daim arose prior
to March 30, 2012, or (ii) arose on ar after M 1§ as a result
of the resttuctunng, tarmination, repudiation or lsdmmef of any lease,
contract, or other a'q(reement or obl (qatlon Please cansult the Proof of
Claim Document Package for more datails.
Completed Proofs of Clalm must be recalved by the Monitor by 5:00 pam,
Eastem Time) nn the a?ph(aiﬁe alms ¥ date, as set out

Cprevall]
mthe Claims Procedure Order. It is your ro re that

i the Moniter recei dggur Proof of Clalm ar 0&0 Pmo of Ciaim by the
. applicahle daims bar
i Certain Clalmants are exempted from the requivement to file a Proaf of

m. Among those daimants who do not need o file  Proof of Claim
are lnd!vhhai mteholders in respect of Claims relating so!ely fo the debt
eyldenced by their notes and persons whose Clakns form the subject matter
of the Ontario Class Action or the Quebex (Jass Action. Piease consult the
{lalms Procedure Order for ad tonal detalls.

CLAIMS AND D&O CLAIMAS WHICH ARE NOT RECEIVED BY YHE APPLICABLE
CLAIMS BAR DATE WILL BE BARRED AND EXTINGUISHED FOREVER,




Appendix “C” — May 23" Forecast

Attached.
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