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July 4, 2008

Mr. Jamie Hyde

Chair of the Audit Committee

Sino-Forest Corporation

i = _ 90 Burnhamthorpe Rd W., Suite 1208
: Mississauga, ON, L5B 3C3

Dear Sirs:

Re: Offering Memorandum

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

Management of the Company and the underwriter bear the primary responsibility to ensure the

~"—'J* offering memorandum contains no misrepresentations. Our procedures with respect to this
J, engagement will be performed in accordance with our professional standards as set out in CICA
e Section 7110 — Auditor Involvement with Offering Documents of Public and Private Entities, and
AT other requirements as set out hereunder. These procedures are designed to enable us to issue our
\ consent to the use of our auditors’ report to demonstrate to readers that we have been involved with

the offering document.
’ Audited financial statements

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

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

4

We have audited the balance sheet of the Company as at December 31, 2007, and the statements of

*'ﬂ income and retained earnings, comprehensive income and cash flows for the year then ended. Our

report to the shareholders on the annual financial statements for the year ended December 31, 2007

was dated March 12, 2008 and is to be included in the offering memorandum relating to the offering

and issue of convertible senior notes of the Company, to be filed by the Company under the securities

legislations of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New Brunswick, Nova
Scotia, Price Edward Island, Quebec and Newfoundland and Labrador. i

-l 2 ey S of Erpst 3 Yo RkatLisikied
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In order to provide our consent to the use of our auditors’ report in the offering memorandum, it will
be necessary for us to perform subsequent events review procedures with respect to the preliminary
and final offering memorandum and the closing of the offering. This work is expected to be
comprised of limited enquiry and review procedures designed to provide assurance that management
has identified events arising after the date of the auditors’ report in the offering memorandum that
may require an adjustment to, or disclosure in, the audited financial statements or other information in
the offering memorandum that is derived from such financial statements. We are also required to
update our communications with the Company’s legal counsel and obtain representations from
management similar to those we customarily receive as part of our annual audit.

Unaudited interim financial statements

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

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

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

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

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

121
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Other information in the offering memorandum

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

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

Communications required by other parties

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

Upon filing the preliminary offering memorandum:

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

Upon filing the final offering memorandum:

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

Upon closing of the offering:

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

EY-HC-2008-000618
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Auditor assistance to the underwriter

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

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

In accordance with professional standards, our audit was carried out solely for the purpose of
! providing us with sufficient appropriate audit evidence to support our opinion on the financial
{ statements referred to above. There is no assurance that the procedures we perform for purposes of the
comfort letter and our responses at the due diligence meeting will address all of the questions that the
underwriter and the underwriter’s legal counsel may have. You should be aware that there could be
sensitive matters that the underwriter and the underwriter’s legal counsel may ask us to address either
in the comfort letter or during the due diligence meeting that could affect the outcome of the proposed
offering of the convertible senior notes. At due diligence mestings we will not respond to
" underwriters’ questions dealing with matters that are generally management’s concern or that involve
i predictions about fiture events or which are beyond the scope of our practice and personal

knowledge. Unless otherwise instructed by you, we shall attempt to perform all of the requested

procedures and answer all questions asked at the due diligence meeting.

T

You acknowledge that we have no responsibility to you if the results of our procedures or OUr answers
4 to the questions asked at the due diligence meeting result in termination of, or change in, the proposed
n' offering or in misuse of any confidential information discussed at the meeting. You also acknowledge
that you have requested us to cooperate in every way with the underwriter and the underwriter’s legal
counsel, by performing the requested procedures and by answering any questions they may ask in the

. due diligence meeting.

———d
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You also agree to indemnify and hold harmless all members of the engagement team and Emnst &
Young LLP from any claim by the underwriter and the underwriter’s legal counsel, or any other third
| party, that arises as a result of our comfort letter or our attendance at the due diligence meeting and
' our responses to questions asked at such meeting.

| We shall advise the underwriter that information acquired by them in our comfort letter or as a result
i of our responses to their questions at the due diligence meeting is confidential and is to be used only

in connection with the securities offering referred to above. In addition, we will notify the underwriter
[ of our professional standards for participation in a due diligence meeting.

Fees

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

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

that all necessary information will be available to us on a timely basis and that the scope of our
‘ services is not expanded beyond those described herein. Should our assumptions with respect to these
’ ’ matters be incorrect or should the condition of the records, degree of cooperation, or other matters
= beyond our reasonable control require additional commitments by us beyond those upon which our
estimated fees are based, we may adjust our fees and planned completion dates.

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

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

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

f- Yours very truly,

1 é‘w«/t ¥ ;M// AL

Chartered Accountants

EY-HC-2008-000620
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Agreed:
Sino-Forest Corporation

by
Name: Mr, David Horsley
Title: Chief Financial Officer

T have the authority to bind the Compariy.

=

“)””H” ”m||)f(;|§|f|§l:lI-,Il’lfl?|f|‘1'f"E“*""’"'%"""!"m"Pﬁ! ERNST &YOUNG

Acknowledged 6n behalf of the
Company's. Audit Committee:
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Except as otherwise specifically provided in the engagement letter or contract to which these terms and
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Terms and Conditions

conditions are attached (collectively, the "Agreement") the following additional terms and conditions shall
apply. As used herein "EY" refers to the Canadian firm of Ernst & Young LLP. "EY Entities” means EY, all
members of the global Ernst & Young network, Ernst & Young Global Limited, and any of their respective
affiliates (and "EY Entity” means any one of them).

1.

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

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

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

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

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

(a) any oral or written statement or advnce related to taxes provided by EY with regard to a person or
entity that:
(i) has any filing obligation with the US Internal Revenue Service, or
(i) qualifies as a US Controlled Foreign Corporation (i.e., a non-US corporation that has US
shareholders (US persons that directly or indirectly own 10% or more of the total combined
voting power of all of the classes of stock of such non-US corporation) that own in the
aggregate more than 50% of the total vote or value of such non-US corporation);
(b) any oral or written statement or advice regardmg US taxes or tax advice related to a transaction
that could affect a US tax; or
(c) where SEC audit independence restrictions apply to the relationship between client and any EY
Entity, any oral or written statement or advice to client as to any potential tax consequences that
may result from a transaction or the tax treatment of an item,
(together, (a), (b) and (c) referred to as "Tax Advice"),

EY-HC-2008-000622
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EY expressly authorizes client to disclose to any and all persons, without limitation of any kind, any such
‘Tax Advice, including any fact that may be relevant to understanding such Tax Advice, and all materials of
any kind (including opinions and other tax analyses) provided to client in relation to such Tax Advice.
However, because the Tax Advice is solely for the benefit of client and is not to be relied upon by any
other person or entity, client shall inform those to whom it discloses any such information that they may
not rely upon any of it for any purpose without EY’s prior written consent. '

SR

6. Privacy - Client confirms to EY that it has obtained any consents that may be required under applicable

privacy legislation for any collection, use or disclosure of personal information that is necessary in order

1 for EY to provide the Services, EY shall adhere to applicable privacy legislation when dealing with

personal information that was obtained from client. Personal information is collected, used and disclosed
by EY in accordance with EY's privacy policy, which is available at http://www.ey.com/ca.

‘ 7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests or
orders from the Canadian Public Accountability Board or from professional, securities or other regulatory
or governmental authorities that fulfill similar functions (both in Canada and abroad) to provide them with
information and copies of documents in EY's files including EY's working papers, and other work-product
relating to client's affairs. Client consents to EY providing or producing, as applicable, these documents
and information without further reference to, or authority from, client. Except where prohibited by law, if
| a request or order is directly related to an inspection or investigation of EY's audit of client, EY will advise
‘ ’ client of the request or order.

f PO Ehi

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

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

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

. 9. Right to Terminate Services - Subject to any applicable professional standards and legislation, either
1 party may terminate this Agreement, with or without cause, by providing written notice to the other party.
| In the event of early termination, for whatever reason, client will be invoiced for time and expenses

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

. engagement to a close in a prompt and orderly manner. EY shall also have the right, upon 7 days prior

! notice, to suspend performance of the Services in the event client fails to pay any amount required to be

: . paid under this Agreement.

EY-HC-2008-000623
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10. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the
; performance of the Services.. The costs of administrative items such as telephone, research material,
| facsimile, overnight mail, messenger, administrative support, among others will be billed to client at 11.5%
- of EY's fees for professional services. Reasonable and customary out-of-pocket expenses for items such as
travel, meals, accommodations and other expenses specifically related to this engagement will also be

charged.

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

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

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

third parties. Client may not rely on any draft Report.

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

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

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

EY-HC-2008-000624
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performance of the Services or otherwise under this Agreement, even if the relevant party has been
advised of the likelihood of such damages; and
J (c) in any case the total aggregate liability of EY arising out of or relating to this Agreement or the
- Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (ii)
$1,000,000. This paragraph (c) shall not limit liability for death, bodily injury, physical damage to
tangible property, fraud or wilful misconduct.

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

15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in providing
; the Services. EY shall be solely responsible for the performance of the Services and all of the other
| liabilities and obligations of EY under this Agreement whether or not performed, in whole or part, by EY,
? any other EY Entity, or any subcontractor or personnel of any EY Entity. Client and its affiliates or other
persons or entities for or in respect of which any of the Services are provided shall have no recourse, and
} shall bring no claim, against any EY Entity other than BY, or against any subcontractors, members,
] shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity, or any of
their respective assets, in connection with the performance of the Services or otherwise under the
, Agreement. Other EY Entities and any subcontractors, members, shareholders, directors, officers,
JT' managers, partners or employees of EY or any other EY Entity shall have the express benefit of this
section and shall have the right to rely on and enforce any of its terms.

16. No Application - The preceding two sections (Limitation of Liability, Global Resources) shall not apply to
| the extent prohibited by applicable law or regulation (including for these purposes applicable rules and
interpretations of the US Securities and Exchange Commission relating to auditor independence and any
applicable rules or guidance from a provincial Institute/Order of Chartered Accountants having
| jurisdiction).

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

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

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

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

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

'- . EY for professional time and expenses, as well as the fees and expenses of counsel, incurred in responding
to such requests.
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20. LLP Status - EY is a registered limited liability partnership ("LLP") continued under the laws of the

21

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

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

EY-HC-2008-000626
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May 17, 2008

Mr. David Horsley

Chief Financial Officer

Sino-Forest Corporation

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

Re: Short Form Prospectus

This will confirm the engagement of Ernst & Young LLP (‘we” or “EY”) to perform services in
respect of the prospectus for Sino-Forest Corporation (the “Company”). Our partner, Linda
Zhu, will have primary responsibility for this engagemant.

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

Audlted financial statements

Pursuant to Canadian securities laws, the comparative annual financlal statements for the
most recently completed financial year are incorporated by reference in the prospectus.

We have audited the balance sheets of the Company as at December 31, 2008 and 2007,
and the statements of income and retained earnings, comprehensive income and cash flows
for the years then ended. Our report to the shareholders on the comparative annual financial
statements for the year ended December 31, 2008 was dated March 13, 2009 and is fo be
incorporated by reference in the prospectus relating to the offering of common shares of the
Company, to be filed by the Company under the Securities Acts of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontarlo, New Brunswick, Nova Scotia, Price Edward Island, and
Newfoundland and Labrador (the “Acts”).

In order to provide our consent to the use of our auditors’ report in the prospectus, it will be
necessary for us to perform subsequent events review procedures with respect to the
preliminary and final prospectuses and the closing of the offering. This work is expected to be
comprised of limited enquiry and review procedures designed to provide assurance that
management has identified events arising after the date of the auditors’ report in the
prospectus that may require an adjustment fo, or disclosure in, the audited financial

A menitied frm gt oy Glebal Umiled

132

FE8 1 2010

EY-HC-2009-000376



EY-HC-2009-000376/2

. ‘HHHmH““”“|”|||“||||Il|“”“”“WQERNST&YOUNG | ®

statements or other information in the prospectus that is derived from such financial
statements. We are also required to update our communications with the Company's legal
counsel and obtain representations from management similar to those we customarily receive
as part of our annual audit.

Unaudited interim financial statements

Pursuant to Canadian securities laws, comparative interim financial statements for the most
recently completed financial period are incorporated by reference In the prospectus. In order
to consent to the use of our auditors’ report in the prospecius described above, our
professional standards require that we camy out certain procedures Including a review of the
Company’s interim financial statements for the three months ended March 31, 2009 and 2008
and any other interim financial statements that may be issued and incorporated by reference
in the prospectus. We have reviewed the interim consolidated financial statement for the three
month periods ended March 31, 2009 and 2008 and provided our report thereon to the audit
committee of Sino-Forest Corporation. In order for the interim financial statements for the
three months period ended March 31, 2009 and 2008 to be incorporated by reference in the
short form prospectus, we will have to complete additional subsequent event review
procedures,

The period covered by the interim financial Information is specified by securities legislation. If ’
the final prospectus is delayed, it may be necessary to update the Interim financial

statements. If such is the case, then we would have to perform additional review procedures

on the updated unaudited interim financial statements.

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

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

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

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

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

Communications required by securities commissions and other parties
We are required by provincial securities legislation to issue the following letters:
Upon filing the preliminary prospectus:

(i) An unsigned comfort letter addressed to the Directors of the Company and the
underwriter expressing assurances with respect to specified financial
information included in the prospectus;

Upon filing the final prospectus:

(i Consent letters addressed to the securities commissions, in which we give our
consent to the use of our report in the prospectus;

(i) A comfort letter addressed to the securities regulatory authorities expressing
negative assurance with respect to unaudited interim financial statements
incorporated by reference in the prospectus;

(i) A comfort letter addressed to the Directors of the Company and the underwriter
expressing assurances with respect to specified financial information included
in the prospectus;

Upon closing of the prospectus:

(i) An updated comfort letter addressed to the Directors of the Company and the
underwriter, '

EY-HC-2009-000378
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Auditor assistance to the underwriter

' As indicated above, in connection with the proposed offering of securities, we understand that

the underwriting agreement will provide that we perform certain procedures for the purpose of
lssuing a comfort letter to Credit Suisse Securities (Canada) Inc. (the “underwriter”). The
comfort letter would make reference to our auditors' report and our review of the unaudited
Interim financlal statements incorporated by reference in the prospectus, and set out the
procedures performed at the underwriter's request and the results of performing those
procedures. In addition, we understand that the underwriter may request that we attend a
meeting (the “due diligence meeting”) at which the underwriter and the underwriter's legal
counsel may wish to ask us certain questions, and that you have agreed to grant such a
request. We understand that the underwriter is an experienced underwriter and will be
carrying out other procedures it deems appropriate to obtain whatever information it believes
is necessary to complete Its investigation of the financial affairs of the Company. Our audits of
the Company's financial statements referred to above were not carried out for the purpose of
such investigation, and our auditors’ reports, our comfort letter, and the answers that we may
give at the due diligence meeting are not to be relied upon for that purpose.

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

In accordance with professional standards, our audit was carried out solely for the purpose of
providing us with sufficient appropriate audit evidence to support our opinion on the financial
statements referred to above. There is no assurance that the procedures we perform for
purposes of the comfort letter and our responses at the due diligence meeting will address all
of the gquestions that the underwriter and the underwriter's legal counsel may have. You
should be aware that there could be sensitive matters that the underwriter and the
underwriter's legal counsel may ask us to address either in the comfort letter or during the due
diligence meeting that could affect the outcome of the proposed offering of securities. At due
diligence meetings we will not respond to underwriters’ questions dealing with matters that are
generally management's concem or that involve predictions about future events or which are

. beyond the scope of our practice and personal knowledge. Unless otherwise instructed by

you, we shall attempt to perform all of the requested procedures and answer all questions
asked at the due diligence meeting.

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

—_
N
U
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every way with the underwriter and the underwriter's legal counsel, by performing the
requested procedures and by answering any questions they may ask in the due diligence
mesting.

You also agree to indemnify and hold harmless all members of the engagement team and
Ernst & Young LLP from any claim by the underwriter and the underwriter's legal counsel, or
any other third party, that arises as a result of our comfort letter or our attendance at the due
diligence meeting and our responses to questions asked at such meeting.

We shall advise the underwriter that information acquired by them in our comfort lefter or as a
result of our responses to thelr questions at the due diligence meeting is confidential and is to
be used only in connection with the securities offering referred to above. In addition, we will
notify the underwriter of our professional standards for participation in a due diligence
mesting.

Fees

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

Level Hourly rate
Partner $650
Senior Manager $450
Manager . $350
Senior $225
Staff $150

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

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

136
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Additional terms and conditlons are attached and form an Integral part of this engagement
letter; they govern our respective fights and obligations arising out of this engagement.

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

Yours very truly,

Charlered Accountants

Agreed: Acknowledged on behalf of the
Sino-Forest Corporation Company's Audit Committee:

DA

ame: Mr. Jamie Hyde
Title Chair ofthe !Commlttee
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Terms and conditions

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

1.

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

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

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

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

Privacy - Client confirms to EY that it has obtained any consents that may be required
under applicable privacy legislation for any collection, use or disclosure of personal
information that is necessary in order for EY to provide the Services. EY shall adhere to
applicable ‘privacy legislation when dealing with personal information that was obtained
from Client. Personal information is collected, used and disclosed by EY in accordance
with EY's privacy policy, which is available at hitp:/Awww.ey.com/ca.
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6. Auditor oversight - Client hereby acknowledges that EY may from time to time receive

requests or orders from the Canadian Public Accountability Board or from professional,
securities or other regulatory or governmental authorities that fulfill similar functions (both
in Canada and abroad) to provide them with information and copies of documents in EY's
files including EY's working papers, and other work-product relating to Client's affairs.
Client consents to EY providing or producing, as applicable, these documents and
information without further reference to, or authority from, Client. Except where prohibited
by law, if a request or order is directly related to -an inspection or investigation of EY's
audit of Client, EY will advise Client of the request or order.

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

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

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

Entities may correspond by means of the Internet or other electronic media or provide
information to Client in electronic form. There are inherent risks assoclated with the
electronic transmission of information on the Internet or otherwise. EY cannot guarantee

.the security and integrity of any electronic communications sent or received in relation to

this engagement and cannot guarantee that transmissions or other electronic information
will be free from infection by viruses or other forms of malicious software.

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

t
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9.

10.

11.

12.

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

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

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

EY reports - EY retains all copyright and other intellectual property rights in everything
created by EY before or during the course of an engagement, including all EY reports,
advice or other EY communications of any kind ("EY Reports”) and all methodologles,
tools, systems, software and working papers created by EY. Any EY Reports are intended
solely for the purpose described in the engagement letter or coniract fo which these terms
and conditions are attached. Except as otherwise specifically agreed in such engagement
[etter or contract Client shall not refer to EY or reproduce, quote or refer o any EY Report
(or any portion, summary or abstract thereof) in any document filed or distributed in
connection with (i) a purchase or sale of securities or (i) continuous disclosure obligations
under applicable securities laws. EY assumes no duty, obligation or responsibility
whatsoever to any third parties that obtain access to an EY Report (i.e. parties other than
those to whom an EY Report is addressed). Any services or procedures performed for
Client will not be planned or conducted (i) in contemplation of reliance by third parties (i)
with respect to any specific transactions contemplated by third parties or (iii) with respect
fo the interests or requirements of third parties. Client may not rely on any draft EY
Report.
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13.

15.

LLimitation of llability - To the fullest extent permitted by law and regardless of whether

such liability is based on breach of contract, tort (including negligence), breach of statute,

strict liabllity, failure of essential purpose or otherwise,

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

(b) in no event shall either party be liable to the other for any consequential, incidental,
indirect, punitive or special damages (including foss of profits, data, business or
goodwill) in connection with the performance of the Services or otherwise under this
Agreement, even if the relevant party has been advised of the likelihood of such
damages; and

(c) in any case the total aggregate liability of EY arising out of or relating to this
Agreement or the Services shall be limited to the greater of (J) the total fees paid to EY
for the Services and (i) $1,000,000. This paragraph (c) shall not limit liability for death,
bodily injury, physical damage to tangible property, fraud or wilful misconduct.

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

. Global resources - EY may use the services of personnel from other EY Entities to assist

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

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

10
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16. Solicitation and hiring of EY personnel - EY's independence could be compromised if
— Client were to hire certain EY personnel. Without the prior written consent of EY, Client
shall not solicit for employment or for a position on its Board of Directors, nor hire, any
current or former partner or professional employee of any of EY, any affiliate thereof or
. any other EY Entity, if such partner or professional employee has been involved in the
-’*‘ performance of any audit, review, attest or assurance service for or relating to Client at

any time since the date of filing of Client's most recent financial statements with the

relevant securities regulator(s) or stock exchange(s) (or, If Client has not previously filed
] such financial statements, since the beginning of the most recent fiscal ysar to be covered

! by Client's first such financial statements), or in the 12 months preceding that date.

. 17. Severability - In the event any provision of this Agreement is determined to be invalid,

| illegal or unenforceable, in whole or in part, such provision shall be deemed severed from

j this Agresment to the extent required and the remainder of this Agreement shall remain in
full force and effect.

18. Legal proceedings - In the event EY is requested by Client or is required by government
regulation, subpoena, or other legal process to produce documents or personnel as
witnesses with respect to the engagement for Client, and provided that EY is not a party to

} the legal proceedings, Client shall reimburse EY for professional time and expenses, as
, well as the fees and expenses of counsel, Incurred in responding to such requests.

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

EY-HC-2009-000386



s

T

EY-HC-2009-000376/12

“Il“““H““““““””“HIIIl““”“““l‘i’IERNST&YOUNG

20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing

shall be construed to create a partnership, joint venture or other relationship between EY
and Client. Neither party shall have the right, power or authority to obligate or bind the
other in any manner. This Agreement shall not be modified except by written agreement
signed by the parties. This Agreement rmay not be assigned in whole or in part by Client
without EY's prior written consent, not to be unreasonably withheld. Any terms and
provisions of this Agreement that by their nature operate beyond the term or expiry of this
Agreement shall survive the termination or expiry of this Agreement, including without
limitation those provisions headed Client Data & Information, Confidentiality, Auditor
Oversight, Limitation of Liability, Global Resources, Solicitation & Hiring of EY Personnel,
and Legal Proceedings. This Agreement shall enure to the benefit of and be binding upon
the parties and their respective successors and permitted assigns. The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
any subcontractors, members, sharsholders, directors, officers, managers, partners or
employees of EY or any other EY Entity. This Agreement constitutes the entire agreement
between the parties relating to Its subject matter and supersedes all prior representations,
negotiations and understandings.

12
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22-Juhe 2009

M:sslsaauga, ON, .58 303

Exchange:Offer Memorandun (."Qt‘;‘_‘ering Memorandum™)

This will confirm the engagement of Ernst & Young LLP (“we" or “EY") o perform services in
respect of the Offering Memorandumfo[ Sino-Forest Corpration (the “Corhpany”) for the.
offer to exchange any and all: eutstandmg US$300,000;000 9.125% Guaranteed Senlor Notes:
Due2011 {the “Exchange Notes") issued by:the Company. Our partrier, Linda Zhi, will have.

pririary rasponsiblllty for this engagemem

Management of the Company and Credkt Suisse Securities (USA) LLC (the “Deal Manager”)
bear the primary responsibility o ensure the Offering Memorandum ‘contain$ né
migrepresentations. Our procedures.with respect to this'engagement will bé performerd:in
aceordance with our professional standards as set out in CICA Sectioh 7110 - Auditor
Invelveinent with Offering Documents of Public:and Private Entities, and otherrequiremehts
as sef oyt hereunidsr. These procedures are designed to enable s to/igsue ourconsent to the
use-of our-audifors’ report to denmnstra;‘te to readers that we have beeh involved with the
Offering Memdrandum. Our-consent is fo be'included in the Offering NMemorandur.

| :
Audited financial statements

We havg: auchted the balance sheets af tha Company as: at December 31, 2008 and 2007,

and the: statements of income and retamed earnings, compiehensive ngore and cash-flows
for the years then ended. Our repotf to° *.he shareholders-on the comparative annual financial
statements for the year ended Decembier 31, 2008 was dated March 13, 2009 and is 10 be
incorporated b'y reference in the Offering Memoranduim, Our report to the directors of the
cofripany en’ the 2007 financial stafements dated March 12, 2008 except asto notes 2, 18 and
23which are as of July 17, 2008 will also be Incorporated by teference inthe Offering
Memorandum, .l

In order to provide our consent to the use of our auditors' reperts in the Offering
Memorandurm, it will be necessary for us to perform subsequent events review procedures:
with respect to the Offerihg Memurandum and any updates thereof, and the closing of the:
offeririg, This work is expected to be cgmpnsed .of limited enqu:ry and review procedures
designed to provide -assurance {hai management has identified events. arising after the date of

the auditors! reports in'the Offermg Memorandum that'may. require an adjustment to; or

disclosuré in, thé audited financial statements or other information in the Offering
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Memorandum that is derived from such ﬂnanclal statements. We are also required fo- update
our cammumcat[ons w:th the Company s iegal counsel and obtain representatlons from

Unaudited Jhterih financial %tat‘em'e"nts

Camparat{ve interim financial statemantg for the most recently: completed financial period are
incorparated by faferende in the. Oﬁenng Memotanduim, In erder to consent to-the use of our:
aiiditors’ feport In the Offering Memerandum described above, our professional standgrds
require: gt we carfy-olt certain. procedures in cluding:a revlew of the. Cornpany's‘interim
finandlal statemients for the three months ended Marsh 31, 2008 &nd 2008 and & i other

interim findficial statements-that may be issued and’ incnrporated Liy. referente in the Offering

‘Memoranddm. We have reviewed the interlm consolidated financial statément for the fhree
smonth petiods erided March 31, 2000 and 2008/and provided our report thereon 1o the ‘audit
‘committes of the Company In Srder for the interim financial: 'statemerits for the three mionths:
_-psncd ended March 31,2009 and 2008 tﬂ be Incorporated by referénce in the-Offering

Memorandum, we will. have fo:coviplete zftddltlona] ‘subsequent gvent review procedures.

if the final Offering Memotandum is de[ayed the Company may determing that It is necéssary:

to ipdate the iriterim financial statements. If such I8 the case, thenwe wauld havé to. perform

additional review: procedureson the updated driaudited irterim financial staternents;

The review: procedures we t'-;ar{r'.y out-are §I_‘gmﬂc-:antly:_lgss_:-exten‘sj\j;atham ai.gudit-and would
not necessarlly reveal matters requiring éd]ustments to or disclosures in-the interim financial
inforination, Further, adjustments and drsclosures may later be determined to be necessary
ds-a resulf. of oir gtibsequent audit of tha 2009 finanelal statements that include suck interiih
perlods Accordingly; the review procadures do.not result in the expression of an audit oplmon
o the inferlim finanglal statemerits. ;

I information cofes to dul attention which leads us to question whether the Interim fiansial * -

staterments dre matenally in error or not in. aceordansce with gengrally accepted-accounting
principles, we:will inform you arid d!scuss what further-action is required,

It &s a result of: our: work we gre required iu e¥press a reservation.in our report on our review

of the-unaudited interim financial stateme'nts to be'incorparated by reference in the. Offering -

Mémoranduim, we.will provide a written report on-our revnew thereof to:be Incorporated by
reference i the Offering Memoranduri. | s

|
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Other information In t'he..'Off.ef'in'g Memorandum

I
In addition to financial statements, the bffering Memeorandum includes other: ﬁnanCIaI
information and informatian of a non-ﬁnanclal nature: As such ather fiformation:i may be
relévant to the-fihancial statefmients. and our audit or‘review thereof; we will perform
procedures to determine whether this qther financial and non«ﬂnancial Informaticn is:
consistent with the audited and unaudlted financial statemients in'the Offering Memorandum in
accordeances with the guidance i in CICA: ﬁection 7500.

lFwe bigcome aware of information that, although not inconsistent-with the financial

‘staterrierits, appeats to constitufe.a: mIarepreSentaHon when regding.the Offering

Memerandum, we will discuss the. matt;ar with management or with the Company's legal

- igounsel, with the consent of management We may wish to'receive wiitten confirmation from

legal counsel.of their view on the matte,'r In the event that the apparént inconsistency is not
resolved to-our satisfaction, 'we will advjse the Audit Cnmmlttee and consider whether ot
1con5ent may be provided. 1.1

i
'Com'm unic'at:ons required by other p’ar"tie's‘
We are: requlred upon the request of the Deal Manager to issue the follawing letters:
Upon completlon of the Offering Memorandum

« A ceomfort Jetter addressed tq: the Directors of the Compa ny and the Deal Manager
expressitg assurances with' respect to:specified financial information included or
~ineorporated by reference ln the offering memorandumi.

Upon. ciosnng of thie- oﬁermg - l

. A brlng-down Jetter addressed fo the Directors of the Company and the Deal
Manager. |
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Auditor assistance tothe Deal Manajgle,r

As indicated.above, in connestion with the proposed offering of Exchange Nofes, we
understand thatthe Deal Managér request that we perform certain procedures for-the-purpose
of issuing g comfort letter'the Deal: Manﬁ__lgar. “The cornfort letter would make- reference to our
auditors” report and aur review. of the unaydited interim finandial statements incorporated by
reference inthe Offering Memorandum, and set out the procedures performed atthe Deal
Manager's fequsst and the results of performing those procedures. In addition, we:
understand that the Deal Marnager may request that we atfend a mesting (the “due diligence .
-meeting’) at which the Deal Mariager and the Deal Maniager's legal counsels may wish to ask
us certain guestions, atitithat you have agreed to grarit such afequest. We understand that”

‘he Deal Manager Is an experienced -agé'ntsand-iwlll be. carrying.out other procedures it deéms

appropriate to, obtain whatever information it believes Is hstessary to complete fts
investigation of the financial affairs of the Company. Our-atidits of the Company’s financial
statements referred: to-above were riof carried out for tl_i'a-.p_urmee.,-‘t‘:!_f-su'eih:invesiig__atlon, and
our auditors' feports; sur-comort letter; and the answers that we may give at the due.
dillgerice: meeting, are not to be ralied pon for that purpose;

We will attend a due diligerice meeting ahd providea comfort leterto the Daal Manager
which e will prepare in accordancerwith'the guldanee contained In GICA Section 7200,
subject to our receipt of a lefter 'vdf'EéPres#f}tﬁt[ﬁn from the:Deal'Manager regarding the
Offering Memorandum which is satié{fadtqi'-y;tu. us. We will advise you of the matters:on which
the Deal Manager fs seeking comfort and the-procedures they are requesting. As the
Company, not the' Deal Manager, will 'beéjr-'tha;cos;t of preparing the comfort letter, we will

discuss with you thi practicality and éffectiveness.of the réquiested procedirés in providing
the desired cormfort. !

Our carmifort letter is not to be religd _u_‘p'en!l_ quoted or référred to bythe addressess of any of -
their registered broker-dealér forsign. affiliates in conngetion with the. offer; sale. or exéhange

- ofthe secirifies outside of Canada and the United States. For greatér certainty; cur comfort

letter is not to be relied upoen; quoted or 'rir?:}fé’r'red to by the addre‘égees. or-any of thelr _
registered broker-dealer foreign affiliates in connection with the offer; sale orexchange of the

 sgcuiities in foreigh jurisdictions, including, without limitation, any offer or sale of such

securities on an exempt basis outside.of Canada and the:United States urider any spplicable
regisiration exemptions referred to'in the Offering Memorandun.

it accordanice with prbfessmnél'.standard#, our aydit was ‘Garried out sole’iy for the purpose of

‘providing us with sufficient appropriate audit evidéence to support, our opinioh oi the financial

statements referred to-above. Theré is no assurance thiat the procedures we peiform for
purposés-of the comfort letter and our responses &t the due diligence mesting will address all

of the questions that the Deal Managet arid the Deal Manager's iegal counsels may have.



hj | |
T B 2o

o You should beaware that there:could be sensitive matters thatthe Deal Manager and the
| - Deal Managsr's. Iegal counsels may ask us to.address eitherin the conifort letter or during the
| due diligence meaimg that couild a'Ffect the outcomis-of the propesed offering of the: Exchange
Notes, At the due diligence meetings we will not respond to Deal Manager's questichs dealing
] with,matters that are generally managémant’s congern or that involve predictions about future
| events orwhich are beyond the scope ‘of odr practice and personal knowledge;. Unless
ottigrwise instrugted by you, we shall: aﬂempt to perform all of the requested procedures and
. ‘answer all questions-asked'at the due dl!‘lgenca mestihg.
‘ ' ' 1'
You acknnwledge that we have no nasppnslbihty to.you if the results of our procedures orour
I answers to questions asked at the due: dnllgenca miesting restiltn termination of, or change in,
J the praposed offering-or in misuss of: any confidential information discussed at the meeting.
You alse: ackrrowiedge that you have requested usto cooperatein every:way with the Deal
Managei-and the Deal Manager’s 1egalcou nsels, by peﬁermlng the requestad procedures
| and by arswering any questions they may ask in'the due diligénce meeting:

You also agree to indemnify and hold harmlass all membérs. of the ﬂngagament team and
- L Errist & Yeung LLP fromany claim by ihe Deal Managerand the Deal Manager's legal
- coufpisel, or; apy otherthird parfy; that. a‘rlsas as 4 result of gur ¢ornfort letier or ovr attendance
= _ dtthedue diligence meeting and our responses to:questions asked at such meeting..

= ] - We ahaliadwse the'Deal Manager tha’q lnforma{ion aaquired by thiern in ot comfort l&tter or
: - asa resplf of olr fesponises to their questions at the due dillgencs meeting s confidential and
is to be used only in connection with the Exchange- Notes offering referred to ‘abova: In.
addition, we will notify thé Deal Manager of our professional standards for patticipation I &
due dﬂ[gence meeting. l

Fees' ‘|}

J: Qu fees which willbe billed as work progresses are based oh te:amotint of time reqmred
Paymentin full should be made Within:30-days. of the date each hilling i is Teceived, Hourly

] rates. for our professionals for:this engagement le] Canadian dollars; are set ouf belaye: All

| foes and rates quoted-exclude applicable, takes. Difect out-of-pocket-expenses will be.
Tnvelced to you at.our cost. 1

| Level i Hourly rate
| Partner: $650
] - Senior Manager $450
| Marager ; $350
‘ Senior i $225

Staff ’ $150
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We very much appreciate the UBPOFEIHI{&:tg:pvade- services ta'the Company in respect of the
Offering Memorandum and would be pléased to.furnish any additional information you mdy
request-concerning our responaibliitiés and funclions, Please let us know immedjately if you:
have any coricerns about thie ferihs df engagerment as destribed in this letter.

Additional terms.afid ebnﬁiﬁﬁnga'ré;,a‘,rta?h,ea and farm-an infegral pait of this.engagement
lletfer; they govern ourtespeciive rights and obilgations arising out of this engagenient.
] _

To confim these grangements a8 oullfhed are In.accdrdance with yotr requirements and afe
acceptable; please sign onecopy of this létter in the space provided and return 4o us,
|

Yours Very triy, |

gl P |

Chartered-Accountants:

|
|

ARSI e Ak e

‘Sino-Forest Corporatian
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- Terrﬂs and c¢enditions

_ Except as otherwise specifically prcwided in‘the engagement letter 'or-contract fo which these:
terms and: condftions are attached, (colt?chve y, the "Agreement”) the following additiorial
terms. and corditions.shall apply. As: used herein "EY" refers to the Canatlian fifin of Emst &
Youhg LLP, "EY Entities" reans EY, all members of the global Ethst & Young network, Emst
&fl’hqung Global Limited, and any of thelr respsctive affilates: (and "EY Entlty" méans any one.
a Qm) ,t_

1. Services - EY shall exercise due prbfesslanal carg and compétesfice in.the performance of
the Services provided pursuarnt to lhls Agreement (the"Sérvices")..

2. Unéxpectad events - If changes. to the scope or timing of any Services aré: reduired
becaiise of a chignige In applicable law orprofesslonal standards or events beyond a
‘party's reasonable control, but not lmvolvlng its fault or negligence (any ofwhigh, a
"'Chahg’e"). the parties-agree to adji.fsf the fees for, and/or timing of, the Services
appropriately. and, if1 necessary; Cllén% wiil-obtaih Alidit Comniittse approval of such
adjustments, E ach party shall be excused from default or delay in the performance of its:
obligations (other than payment gbllgaﬂons) undeithis-Agreement fo the extent caused by
a Ghange

- 3. Client data and Information - Clignt will provide, or caiise to be provided, to-EY ina
timely manner complete and acoura’ce data and infoimation ("Client Data") and-access to
resqurces as-may be reasonabply | required by EY fo perform the Services, EY may disclose
Glient Data, including personal Informaﬂon, to other EY' Entities for the putposes-of (i)
rendering the Services, (i) fuffilling EY Entities' professional ubllgaﬁcns to manage:
conflicts of intergst dnd to malntain. audltor independence and (ili) impiemen’ung
standardized performarice: recmﬁir‘sg and documentation systems within the-global Ermnst &
Yotirig rietwork. EY Entitiss or their service providers may process and store Client Data,
which may include-pétsonal lnformatlon outside of Canada.

4. Confidentiality - Subject to the other teims of this. Agreement, tioth Client and EY: agrée
that they will take reasonable steps to malntain the confidentiality of any propﬁetary or
confidential information of the: other: |

5. Privacy - Client confitns to EY that it has obtained any consents that may be required
under applicable privacy legislation Epr--any eollection, use-or disclosure of personal
information that is necessary in orderfor EY to proyide the Services. EY shall adhere fo
applicable privacy leg;slatlon when deahng with personal information that was obtained
from Clignt. Persarial information is collected, used-and disclosed by EY-in accordance:
with EX's privacy policy, which Is avallablé at http://Awww.ey com/ca.
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8. Auditor-oversight - Client hereby acknowledges.that EY may:froritime fo time recaive

requests or-orders from the Canadian Public' Accountability Board or from professional,
securities or-other regulatory origovermerital duthorities that fulfill simitar functions (both.
in Canada and abroad) to provide thet with information and copies of documents in EY's
files including EY's working papers, and other Work-product relating to Client's affairs,
Client consents to EY providing ‘or prediicing, ds applicable, these.documerits and
information wittiout further referencs to, or authority from; Client. Execept where prohibited
by law, if a request-or order is directly felated to aninspection or Investigation'of EY's
audit 6f Client, EY will dvise Client-of the requestor order:

Whei & regulatory authority tq’ﬂé‘stsé}aeca'és;io EY's working papers and. ofhierwork-
product relating to Clint's faffal'i?s.;.'E'YliiwIII,\;on. areasonable efforts basis; refuse access to’
any document over whigh Client.has expressly.informed EYthat:Client assers privilege,
except where disclosure of documents is required by law or requested by a provincil
Institute/Order of Chatteréd Accounfe;hfs pursuantto its statutory authority. Client must
mark any document over which if asserts privilege as privileged-arid inform EY of the
grouinds:for Client's assertion of piivilége (such-as whether it claims salicitor-Client
piivilege or litigation privilege). !

EY Wil als6-bé réqlired to p'roviﬂé:’in'fénm.a’ti’gp relafing to the fees that-EY ¢oflects from

Clignt for-the pravision of audit senﬁc‘%s,i other accbunting servicés and rafi-dudi services.

il . "
7. intermét commiipications —Unless ﬁtha'enuis.efhgreedswfth' Glient; EY and other EY

Entities may camespond by means of the Internet or other electronic media or provide
information to. Client In_:aleét'roﬁit:_fonq. There are inherent risks associated with the
electronic transmission of information-on the Internet or otherwise. EY cannof guarantee
the security and integrity of any electronic communications sént or recéived in'relationto

this engagement and cannot guarantee that transmisslons or other electronic information

will bé free fromvinfection by viruges.or other forms of malicious software..

‘ 1 . _
. Right to terminate services - Subject to any applicable professional standards.and

legistation, either party may terminate this Agresment, with or without cause, by providing
written. notice-to the other party. In the event of éarly termination, for whateverreason, -
Client will be invoiced for time and expenses incurred up t6 the end of the notice period
together with regsonable time and expenseés incuried to bririg the engagement to a close
in a prompt and orderly manner. EY shall also have the right, upori 7 days: prior nofice, to.
suspend performance of the Services in the evenit Clierit fails to pay ‘any amount required
to'be pald under this Agreement. -
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9. Expenses Client shall reimburse EY for all reasonable expenses meurred in connectien
with the performance of the.Setvices. The costs of administrative ffems such as
telephotie, research material, facsimile, overnight mall, messenger; administrative
support, among others will be billed; to Client at 11.5% of EY's fees for professional
services. Reasonable and’ customary out-of-pocket.expenses for items.such as fravel,

meals,, eccommodatlens and other. e;cpenses spacifically related to this engagement\mll 7
also be charged,

40. Billing and taxes - Bills including e:lqpenses will be rendered on a fegular basisds the
assignment progresses. Accounts are due when rendered. Interest on overdue accounts:
is calnulated at the rate noted onthe: involce conimendifig 30 days fpllevﬂng the:date of
the invoice, The fees. expenses anﬁl other charges payablé pursuantto this Agreemerit do
notinclude taxes or duties, All e;:t;;ﬂiﬁ_l able taxes or dutiss, whether presentlyin forcs of
imposed:in the futls,- shiall be assumed and paid by Client-Without deduction fram the:
fegs, _expenses and tharges hereunder

11. Govemmg law - This Agresiment shall be:governed by and construed in accordance. with
the laws of the Provinee of Oritarlo’ and the laws of Canada-applicable therein, witholit.
regaid to principles of conflicts: of: iaw The parties hereby irrevocably and unconditionally
submit &nd atforr 1o the exclusive jurisdiction of the courts of the Province of Ontario in:
¢onnection with any dispute, claim or ether matter arising -out of or relafing-to this
Agreement orihe Servicés: :

12, EY repoﬂs EY retaing all cepyright -and gther intellectual property tighits in.everything
creéatad by EY before or during the: eourse of an.engagement, including all EY reports,
-adyice of . other EY mmmumaaﬁonsllof any kind ("EY Reports") and all methadologies,
tools, systems, software and working papers: created by EY, Any EY Reports are intended
solely:for the purpose described ini the engagement Ietter or conftract to which these terims
and- conditions.are attached. Excepﬂ as othéiwise specifically agreed in such engagement
leftar or contract Client shall not ref‘er to EY or reproduce, quote or refer {6 any EY Report
(or any porfion, summary or abstract thereof) in any decument filed ordistiibuted ifi .
corneetion Wlﬂ'] (i) a purchase or sa]e of sedurities of (ji) continuous.disclosure obligations
under applicable securities laws, E‘ﬁ assumes o duty, obligation or tésponsibility
wh aigoever to any third parties'that ﬂbtam Hocess to an EY Report (i.ei parties other than
those to'whom ari EY Report is addressed). Any services or procedures parformed for
Client:will not be planned or conductad (i) In conternplation of reliance by third parties (iiy
with respect'toany specific transaetjons contemplated by third parties or {iil) with respect
to:the interests or réquirements of' thlrd parties. Client may not rely on anydraft E¥.
Report



j

F“] |HH|”WHIIIIIII I 8 s Youne |

13, Limitation of llabll[ty To the fullest extent permitted-by law and regardless of whether
SUch Ilablhty is-based on breach of corntrapt tort (including negligence, breach of statute, :
strict Ilahltlty failure of essential purpose: or otherwise,

(&), EY's lighility shat! beé several and not joiint and several; solidary or.in-solidum and EY
shall only be. Jiable for its proportfonate share of dny total liability based'on degree of
fault having regard to the. c.nntr}buﬁoh to any loss.or damage in question of any other
peisons respensible and/or llabi for: such loss and damage;

®) inho vent shall elthér party be Iiahla to the otfiar fof any consequential, incidental, :
indiract, pliitive or special. damngea {including loss of profits, data, business'er -

_.-goodwul) in:tonnection with the performance of the'Services or otherwise under this. -

Agreement, everif the relevant party has been advised of the likelihood of sugh
-daimages;and - | J_ “
{c) Inany case ‘the total aggregate Iléblﬂty of EY arising out of or relating to this
" Agresment b the Services shall'be limited to the.greater of (i) the total fees paid to
EY for the Servicés and (ii) $1, G(ﬁ{) 000. This paragraph (c) shall not lln'ﬂt Iiablll’cy for

-death, badily iijury, physical damage to tandible property; fraud or wilful mlscbndl.lct -

Forthe puiposes of fhils section (“Lfmltation of Liability®), the: term EY includes all other Y
Entities atid-any stibcontractors, membeérs, shareholders, directors, officers, managers;
partners or éfriployges of EY or any other'EY Entity.

14. Globa] resaurces EY, mdy usethe serwces of persannel from other EY: Entities to assist;

it in providing the Services. EY shall be solely responsuble for the performance of the.

Services and all of the other liabilities and ob!lgations of EY under this Agresment whether __

or. not peffafined, in.whole or. part, by. \EY any-other EY Entity, or any subcontractor or
personnie) of-any EY Entity. Client and its affillates or other persons or entities for orin
respeot of which any of the- Services are prowded shall have-ne recourse, ‘and shall bring
no-clalm (whether in-contraet, fort, or otherwise) against-any EY Entity other than EY, of
against any subcontractors, members, shareholders; directors, officers, managets,
partners or employees of: EY or any’ other EY Entity, or any of their respective assets, in .
connection with the performance of tha ‘Services or otherwise under the. Agreerment. Other
EY Entities and any subcontractors, members, shareholders, directors, officers,

managers, partners or employeés of EY or any other EY Entity shall have the express
‘bensfit of this section and shall have the right to rely on and enforcé any ‘of its tefms.

10
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15. No appiicatlon “The preceding two sections (Limitation of Liability, Globai Resources)
shall not apply to the ektent prohibited by applicable law or regulation (including for these
purposes applicable rules and interpretations of the US Securities-and Exchande
Commission relating to auditor. mdependance and any applicable rules or guidance fron a
provingial Insfitute/O rder of Chartered Accountants having jurisdiction)..

16. Solicitation and hitliag of EY personnel EY's independénce could be 'comprorised if
Clientwere to hire certain EY persohnel; Without the prior wriitien consént of EY, Client
shall'not Solicit for employment.or for g posihan on its'Board ¢f Diréctors; not hire, any
current ot former partner-or prdfessrqna[ employee ofany of EY, any affiliate: thersof or
any cther EY Eptity; if such partner or prefessaonal employee: has been involved inthe-
perfermanca of-any audlt review,. attest or asstrance service for or relating to CI]_{.j-_.nt at:
any time since the date. of filing of C[teﬁi‘&mnst recent financial statements with the
relevant securities regulator(s) or stock excharige(s) (or, if Client has not previously filed
suchffinaricial staterhents, since thepeginning of the most recent fiscal year to be covered

by Cllent's first sueh firiancial stafaments), orin the 12 months praceding that date,

17, Severabﬂity In the'avent any provislcn of this Agresrent is determined to be Invalid,
{llegal or unenforceable, inWwhole orin part, stch provision shall be deemed severed ﬁ'om
this: Agreement to the extént reqmred and'the remainder of this Agreement shall remainin
full force and effect

18: Legal praceedlngs - Iri the: everit EY is recuested by Clientor Is requlred by government
regulation, subpeena, or other legal: pmcess to produce docyments or pefsonnel as
withgsses with respectto the engagement for Client, and provided that EY is nota party ta
the Iagal proceedings, Client shall relrnburse EY for professional time and expenses, as
well as the fees and expenses of: colmsel insurred in responding to- such reguests,

18, LLP statiis - EY Is & registered hmlted liability partnership ("LLP") cgnﬂnuad under the:
laws of: the ‘province of Ontarlo and ]s registered as.an extra-provincial LLP in Quebeg: And
otfigr-Canadian provinces. Generally a partner of an LLP has a degres of limited liability
protection inthat he or she'is not pe sqnally llable for any debts, ‘obligations or liabilities of
tha LLP that arisc-z from the negligence of another ﬁartner or: any persan under tha!
Insurance EY's: msurance exceeds the mandatory professic)har Iiabmty |nsurance
requirements established by any prqyincl,al [nstifute/Order of:Chartered Accountants.

11
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20. Miscellaneous - EY-shall provide all Services ag an fndependent:éontractor and nothing

shalll b Gonstrised to:create a parinership, joint Yentire'or dther réfationship between EY
and Client. Neither party shall have the right, power or authority to obligate orbind the.
dthet in any manner. This Agresment shall not be modified except by written agreement :
signed by the parties. This ,Agcaem‘ar']ft‘may- notbe assigned in whole or in part by Client

without EY'sprior wriften consent, not fo be-unreasonably withheld. Any terms and
provisions of this Agreemerit that by theirnature operate beyond the ferm or explry of this
Agreement:shall survive the termination or.expiry of this Agreement, including without
lifnitation those provisions headed Client Data & Information; Confidentiality, Auditor.
Oversight, Limitation.of Liability, Global Resources, Solicitation & Hiring of EY Personnel,

and. Legal Frg@'aed_irjgB:_'ThiS-Atlree‘ﬁr;énti shail'enure fo ihe banefit-of and bé binding upon

the-parties and thelt respeotive successors and permitted assigns. The provisions of this
Agreement shall operate for thie benefit of: and may be enforced by, other EY Entitiés and -

any subcontractors, memnbers; shareholders, directors, officers, maragers, partners.or -
employees of EY or any other EY Enlity: This Agresment constitutes the entire agresment
between the parties relating to its subject matter and supersedes all prior represenitations,
negotiations ard undefstandings.

L A28 Ging-Forssl Corpacaind B espan s #2i2508 S5 290s BebtFinanéing Engaipziiens [t v Ldde
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November 17, 2009

?' Mr. James Hyde
Chair of the Audit Committee
= Sino-Forest Corparation
| k\ 90 Burnhamthorpe Rd W., Suite 1208

Mississauga, ON, L5B 3C3

j Re: Short Form Prospectus

) This will confirm the éngagement of Ernst & Young LLP (“we” or “EY”) to perform services in
——’[ respect of the prospectus for Sino-Forest Corporation (the “Company”). Our partner, Linda
I Zhu, will have primary responsibility for this engagement.

. Management of the Company and the underwriter bear the primary responsibility to ensure

—{ the prospectus contains no misrepresentations. Our procedures with respect to this

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

CICA Section 7110 — Auditor Involvement with Offering Documents of Public and Private

_ Entities, and other requirements as set out hereunder. These procedures are designed to

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

| that we have been involved with the prospectus. Our consent is to be included -in the
= prospectus.

| Audited financial statements

_ Pursuant to Canadian securities laws, the comparative annual financial statements for the
1 most recently completed financial year are incorporated by reference in the prospectus.

We have audited the balance sheets of the Company as at December 31, 2008 and 2007,
and the statements of income and retained earnings, comprehensive income and cash flows
for the years then ended. Our report to the shareholders on the comparative annual financial
I statements for the year ended December 31, 2008 was dated March 13, 2009 and is to be
incorporated by reference in the prospectus relating to the offering of common shares of the
Company, to be filed by the Company under the Securities Acts of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontario, New Brunswick, Nova Scotia, Prince Edward Island,
Quebec and Newfoundland and Labrador (the "Acts”).

_‘-l In order to provide our consent to the use of our auditors’ report in the prospectus, it will be

1 necessary for us to perform subsequent events review procedures with respect to the
) preliminary and final prospectuses and the closing of the offering. This work is expected to be
20 comprised of limited enquiry and review procedures designed to provide assurance that

1 management has identified events arising after the date of the auditors’ report in the
prospectus that may require an adjustment to, or disclogure in, the audited financial
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statements or other information in the prospectus that is derived from such financial
statements. We are also required to update our communications with the Company’s legal
counsel and obtain representations from management similar to those we customarily receive
as part of our annual audit.

Unaudited interim financial statements

Pursuant to Canadian securities laws, comparative interim financial statements for the most
recently completed financial period are incorporated by reference in the prospectus. In order
fo consent to the use of our auditors' report in the prospectus described above, our -
professional standards require that we carry out certain procedures including a review of the
Company's interim financial statements for the three and nine months ended September 30,
2009 and 2008 and any other interim financial statements that may be issued and
incorporated by reference in the prospectus. We have reviewed the interim consolidated
financial statement for the three and nine month period ended September 30, 2009 and 2008
and provided our report thereon to the audit committee of Sino-Forest Corporation. In order
for the interim financial statements for the three and nine months period ended September 30,
2009 and 2008 to be incorporated by reference in the 'short form prospectus, we will have to
complete additional subsequent event review procedures. '

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

The review procedures we carry out are significantly less extensive than an audit and would
not necessarily reveal matters requiring adjustments to or disclosures in the interim financial
information. Further, adjustments and disclosures may later be determined to be necessary
as a result of our subsequent audit of the 2009 financial statements that include such interim
periods. Accordingly, the review procedures do not result in the expression of an audit opinion
on the interim financial statements. ' :

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

If as a result of our work we are required to express a reservation in our report on our review
of the unaudited interim financial statements to be incorporated by reference in the
prospectus, we will provide a written report on our review thereof to be included in the

prospectus.

EY-HC-2009-000342
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Other information in the prospectus

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

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

Communications requirad by securities commissions and other parties
We are required by provincial securities legislation to issue the following letters:
Upon filing the preliminary prospectus:

() = Anunsigned comfort letter addressed to the Directors of the Company and the
underwriter expressing assurances with respect to specnf ed financial
information included in the prospectus;

Upon filing the final prospectus:

0] Consent letters addressed to the securities commissions and the underwriter,
in which we give our consent to the use of our report in the prospectus;

(i) A comfort letter addressed to the Directors of the Company and the underwriter
expressing assurances with respect to specified financial information included
in the prospectus;

Upon closing of the prospectus:

(i) An updated comfort letter addressed to the Directors of the Company and the
underwriter.
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Auditor assistance to the underwriter

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

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

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

You acknowledge that we have no responsibility to you if the results of our procedures or our
answers to the questions asked at the due diligence meeting result in termination of, or
change in, the proposed securities offering or in misuse of any confidenttal information
discussed at the meeting. You also acknowledge that you have requested us to cooperate in

EY-HC-2009-000344
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every way with the underwriter and the underwriter's legal counsel, by performing the
requested procedures and by answering any questions they may ask in the due diligence
meeting.

You also agree to indemnify and hold hammless all members of the engagement team and
Erst & Young LLP from any claim by the underwriter and the underwriter's legal counsel, or
any other third party, that arises as a result of our comfort letter or our attendance at the due
diligence meeting and our responses to questions asked at such meeting.

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

Fees’

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

Level T Hourly rate
Partner 2 . $650
Senior Manager _ ’ $450
Manager _ _ $350
Senior - $225
Staff : o $150

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

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

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

1.

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

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

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

timely manner complete and accurate data and information ("Client Data") and access to .

resources as may be reasonably required by EY to perform the Services. EY may disclose
Client Data, including personal information, to other EY Entities for the purposes of (i)
rendering the Services, (ii) fulfilling EY Entities’ professional obligations to manage
conflicts of interest and to maintain auditor independence and (ili) implementing
standardized performance recording and documentation systems within the global Ernst &
Young network. EY Entities or their service providers may process and store Client Data,
which may include personal information, outside of Canada.

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

Privacy - Client confirms to EY that it has obtained any consents that may be required
under applicable privacy legisiation for any collection, use or disclosure of personal
information that is necessary in order for EY to provide the Services. EY shall adhere to
applicable privacy legislation when dealing with personal information that was obtained
from Client. Personal information is collected, used and disclosed by EY in accordance
with EY's privacy policy, which is available at http://www.ey.com/ca.
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6. Auditor oversight - Client hereby acknowledges that EY may from time to time receive

requests or orders from the Canadian Public Accountability Board or from professional,
securities or other reguiatory or governmental authorities that fulfill similar functions (both
in Canada and abroad) to provide them with information and copies of documents in EY's
files including EY's working papers, and other work-product relating to Client's affairs.
Client consents to EY providing or producing, as applicable, these documents and
information without further reference to, or authority from, Client. Except where prohibited
by law, if a request or order is directly related to an inspection or investigation of EY's
audit of Client, EY will advise Client of the request or order.

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

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

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

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

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

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

(SR
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12.

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

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

Governing law - This Agreement shall be govemed by and construed in accordance with

the laws of the Province of Ontario and the laws of Canada applicable therein, without

regard to principles of conflicts of law. The parties hereby irrevocably and unconditionally
submit and attorn to the exclusive junsdlction of the courts of the Province of Ontario in
connection with any dispute, claim or other matler arising out of or relating to this
Agreement or the Serwces

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

Report.
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13. Limitation of liability - To the fullest extent permitted by law and regardless of whether

14.

18.

such liability is based on breach of contract, tort (including negligence), breach of statute,
strict liability, failure of essential purpose or otherwise,

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

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

(c) in any-case the total aggregate liability of EY arising out of or relating to this
Agreement or the Services shall be limited to the greater of (i) the total fees paid to EY
for the Services and (ii) $1,000,000. This paragraph (c) shall not limit liability for death,
bodily injury, physical damage to tangible property, fraud or wilful misconduct.

"For the purposes of this section ("Limitation of Liability"), the term EY includes all other EY

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

Global resources - EY may use the services of personnel from other EY Entities to assist’

it in providing the Services. EY shall be solely responsible for the performance of the
Services and all of the other liabilities and obligations of EY under this Agreement whether
or not performed, in whole or part, by EY, any other EY Entity, or any subcontractor or
personnel of any EY Entity. Client and its affiliates or other persons or entities for or in
respect of which any of the Services are provided shall have no recourse, and shall bring
no claim (whether in contract, tort, or otherwise) against any EY Entity other than EY, or
against any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity, or any of their respective assets, in
connection with the performance of the Services or otherwise under the Agreement. Other
EY Entites and any subcontractors, members, shareholders, directors, officers,

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

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

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

10
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16. Solicitatlon and hiring of EY personnel - EY's independence could be compromised if

17.

18.

19.

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

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

Legal proceedings - In the event EY is requested by Client or is required by government
regulation, subpoena, or other legal process to produce documents or personnel as
witnesses with respect to the engagement for Client, and provided that EY Is not a party to

the legal proceedings, Client shall reimburse EY for professional time and expenses,’as .

well as the fees and expenses of counsel, incurred in responding to stich requests.

LLP status - EY is a registered limited liability partnership ("LLP") continued under the
laws of the province of Ontario and is registered as an extra-provincial LLP in Quebec and
other Canadian provinces. Generally, a partner of an LLP has a degree of limited liability
protection in that he or she is not personally liable for any debts, obligations or liabilities of
the LLP that arise from the negligence of another partner or any person under that
partner's direct supervision or control. As an LLP, EY is required to maintain certain
insurance. EY's insurance exceeds the mandatory professional liability insurance
requirements established by any provincial Institute/Order of Chartered Accountants.
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| 20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing
”‘Q shall be construed to create a partnership, joint venture or other relationship between EY
and Client. Neither party shall have the right, power or authority to obligate or bind the
other in any manner. This Agreement shall not be modified except by written agreement
i signed by the parties. This Agreement may not be assigned in whole or in part by Client
H without EY's prior written consent, not to be unreasonably withheld. Any terms and
provisions of this Agreement that by their nature operate beyond the term or expiry of this
Agreement shall survive the termination or expiry of this Agreement, including without
- limitation those provisions headed Client Data & Information, Confidentiality, Auditor
' Oversight, Limitation of Liability, Global Resources, Solicitation & Hiring of EY Personnel, T
and Legal Proceedings. This Agreement shall enure to the benefit of and be binding upon
the parties and their respective successors and permitted assigns. The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
any subcontractors, members, shareholders, directors, officers, managers,. partners or
employees of EY or any other EY Entity. This Agreement constitutes the entire agreement
_ between the parties relating to its subject matter and supersedes all prior representations,
f negotiations and understandings.
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November 17, 2009

I * Mr. James Hyde
Chair of the Audit Committee
Sino-Forest Corporation

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

[_ Re: Offering Memorandum

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

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

Audited financial sgatements

We have audited the balance sheets of the Company as at December 31, 2008 and 2007, and the
statements of income and retained earnings, comprehensive income and cash flows for the years
then ended. Our report to the shareholders on the. comparative annual financial statements for the
year ended December 31, 2008 was dated March 13, 2009 and is to be incorporated by reference in
the offering memorandum relating to the offering and issue of convertible senior notes of the
Company. Our report to the directors of the company on the 2007 financial statements dated March

i _ 12, 2008 except as to notes 2, 18 and 23 which are as of July 17, 2008 will also be incorporated by

| reference in the offering memorandum, to be filed by the Company under the securities legislations
of British Columbia, Albérta, Saskatchewan, Manitoba, Ontario, New Brunswick, Nova Scotia, Prince
Edward Island and Newfoundland and Labrador.

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

| audit.
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Unaudited interim financial statements

| Comparative interim financial statements for the most recently completed financial period are

incorporated by reference in the offering memorandum. in order to consent to the use of our auditors'

R report in the offering memorandum described above, our professional standards require that we

\ carry out certain procedures including a review of the Company's interim financial statements for the

I three and nine months ended September 30, 2009 and 2008 and any other interim financial

statements that may be issued and incorporated by reference in the offering memorandum. We have

f reviewed the interim consolidated financial statement for the three and nine month period ended

September 30, 2009 and 2008 and provided our report thereon to the audit committee of Sino-Forest

Corporation. In order for the interim financial statements for the three and nine months period ended

September 30, 2009 and 2008 to be incorporated by reference in the offering memorandum we will
| have to complete additional subsequent event review procedures.

If the final offering memorandum is delayed, the company may determine that it is necessary to
update the interim financial statements. If such is the case, then we would have to perform additional
| review procedures on the updated unaudited interim financial statements.

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

necessarily reveal matters requiring adjustments to or disclosures in the interim financial information.
F-’ Further, adjustments and disclosures may later be determined to be necessary as a result of our
et subsequent audit of the 2009 financial statements that include such interim periods. Accordingly, the
. review procedures do not result in the expression of an audit oplmon on the interim financial
] statements.

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

If as a result of our work we are required to express a reservation in our report on our review of the
] unaudited interim financial statements to be incorporated by reference in the offering memorandum,
} we will provide a written report on our review thereof to be included in the offering memorandum.

| Other Information In the offering memorandum

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

1 If we become aware of information that, although not inconsistent with the financial statements,
: appears to constitute a misrepresentation when reading the offering memorandum, we will discuss

the matter with management or with the Company's legal counsel, with the consent of management.
| We may wish to receive written confirmation from legal counsel of their view on the matter. In the
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- event that the apparent inconsistency is not resolved to our satisfaction, we will advise the Audit
[ Committee and consider whether our consent may be provided.

Communications required by other parties
( Upon the request of the underwriter, we will issue the following letters:
Upon filing the preliminary offering memorandum:

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

Upon filing the final offering memorandum:

‘ ‘ . Consent letters addressed to the underwriter, in which we give our consent to the use of
our report in the offering memorandum. '

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

\ Upon closing of the offering:

» An updated comfort letter addressed to the Directors of the‘Company and the underwriter.

«,({, L
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Auditor assistance to the underwriter

We understand that the underwriter wishes for us to perform certain procedures for the purpose of
issuing a comfort letter to the underwriter relating to the offering memorandum. The comfort letter
would make reference {o our auditors’ report and our review of the unaudited interim financial
statements incorporated by reference in the offering memorandum, and set out the procedures
performed at the underwriter's request and the results of performing those procedures.

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

7
In accordance with professional standards, our audit was carried out solely for the purpose of
providing us with sufficient appropriate audit evidence to support our opinion on the financial
statements referred to above. There is no assurance that the procedures we perform for purposes of
the comfort letter will address all of the questions that the underwriter and the underwriter's legal
counsel may have. You should be aware that there could be sensitive matters that the underwriter

174

and the underwriter's legal counsel may ask us to address in the comfort letter that could affect the

outcome of the proposed offering of the convertible senior notes.

You acknowledge that we have no responsibility to you if the results of our procedures result in
termination of, or change in, the proposed convertible senior notes offering. You also acknowledge

- that you have requested us to cooperate in every way with the underwriter and the underwriter's

legal counsel, by performing the requested procedures.

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

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

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

Level Hourly rate
Partner $650
Senior Manager $450

, Manager $350

i Senior $225
Staff - $180

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

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

L’ _ or other matters beyond our reasonable control require additional commitments by us beyond those
upon which our estimated fees are based, we may adjust our fees and planned completion dates.

We very much appreciate the opportunity to provide services to the Company in respect of the

‘ offering memorandum and would be pleased to furnish any additional information you may request
concerning our responsibilites and functions. Please let us know immediately if you have any
concerns about the terms of engagement as described in this letter.

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

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

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

| 2. Unexpected events - If changes to the scope or timing of any Services are required because of

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

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

may be reasonably required by EY to perform the Services. EY may disclose Client Data, '
including personal information, to other EY Entities for the purposes of (i) rendering the Services,
(ii) fulfilling EY Entities' professional obligations to manage conflicts of interest and to maintain
auditor independence and (jii) implementing standardized performance recording and
documentation systems within the global Emst & Young network. EY Entlities or their service
providers may process and store Client Data, which may include personal information, outside of
Canada.

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

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

6. Auditor oversight - Client hereby acknowledges that EY may from time to time receive requests
or orders from the Canadian Public Accountability Board or from professional, securities or other
regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to
provide them with information and copies of documents in EY's files including EY's working
papers, and other work-product relating to Client's affairs. Client consents to EY providing or
producing, as applicable, these documents and information without further reference to, or
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authority from, Client. Except where prohibited by law, if a request or order is directly related to
an inspection or investigation of EY's audit of Client, EY will advise Client of the request or order.

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

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

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

forms of malicious software.

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

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

10.

time and expenses incurred up to the end of the notice period together with reasonable time and
expenses incurred to bring the engagement to a close in a prompt and orderly manner. EY shall
also have the right, upon 7 days prior notice, to suspend performance of the Services in the
event Client fails to pay any amount required to be paid under this Agreement.

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

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

hereunder,
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11. Governing law - This Agreement shall be governed by and construed in accordance with the

12.

13.

laws of the Province of Ontario and the laws of Canada applicable therein, without regard to
principles of conflicts of law. The parties hereby irrevocably and unconditionally submit and attorn
to the exclusive jurisdiction of the courts of the Province of Ontario in connection with any
dispute, claim or other matter arising out of or relating to this Agreement or the Services.

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

respect to the interests or requirements of third parties. Client may not rely on any draft EY

Report.

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

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

(b) in no event shall either party be liable to the other for any consequential, incidental, indirect,
punitive or special damages (including loss of profits, data, business or goodwill) in
connection with the performance of the Services or otherwise under this Agreement, even if*
the relevant party has been advised of the likelihood of such damages; and

(¢) in any case the total aggregate liability of EY arising out of or relating to this Agreement or the
Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (ii)
$1,000,000. This paragraph (c) shall not limit liability for death, bodily injury, physical damage
to tangible property, fraud or wilful misconduct.

For the purposes of this section ("Limitation of Liability"}, the term EY includes all other EY
Entities and any subcontractors, members, shareholders, directors, officers, managers, partners

or employees of EY or any other EY Entity.
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14. Global resources - EY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all
of the other liabilities and obligations of EY under this Agreement whether or not performed, in
whole or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity.
Client and its affiliates or other persons or entities for or in respect of which any of the Services
are provided shall have no recourse, and shall bring no claim (whether in contract, tort, or
otherwise) against any EY Entity other than EY, or against any subcontractors, members,
shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity,
or any of their respective assets, in connection with the performance of the Services or otherwise
under the Agreement. Other EY Entities and any subcontractors, members, shareholders,
directors, officers, managers, partners or employees of EY or any other EY Entity shall have the
express benefit of this section and shall have the right to rely on and enforce any of its terms.

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

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

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

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

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

20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
construed to create a partnership, joint venture or other relationship between EY and Client.
Neither party shall have the right, power or authority to obligate or bind the other in any manner.
This Agreement shall not be modified except by written agreement signed by the parties. This
Agreement may not be assigned in whole or in part by Client without EY’s prior written consent,

— not to be unreasonably withheld. Any terms and provisions of this Agreement that by their nature

operate beyond the term or expiry of this Agreement shall survive the termination or expiry of this

Agreement, including without limitation ‘those provisions headed Client Data & Information,

Confidentiality, Auditor Oversight, Limitation of Liability, Global Resources, Solicitation & Hiring of

‘ EY Personnel, and Legal Proceedings. This Agreement shall enure to the benefit of and be

binding upon the parties and their respective successors and permitted assigns. The provisions
of this Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
any subcontractors, members, shareholders, directors, officers, managers, partners or

‘ employees of EY or any other EY Entity. This Agreement constitutes the entire agreement

I between the parties relating to its subject matter and supersedes all prior representations,

negotiations and understandings.
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November 17, 2009

Mr. James Hyde

Chair of the Audit Committee
Sino-Forest Corporation

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

Re: International Exempt Offering Memorandum (“Offering Memorandum”)

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

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

Audited financial statements

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

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

Unaudited interim financial statements

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

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

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

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

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

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

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

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

(i) An unsigned comfort letter addressed to the Directors of the Company and the
underwriter expressing assurances with respect to specified financial
information included in the Offering Memorandum;

Upon filing the final prospectus:

0] Consent lefters addressed to the underwriter, in which we give our consent to
the use of our report in the Offering Memorandum;

(i) A comfort letter addressed to the Directors of the Company and the underwriter
expressing assurances with respect to specified financial information included
in the Offering Memorandum;

Upon closing of the prospectus:

(i) An updated comfort letter addressed to the Directors of the Company and the
underwriter.

18
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Auditor assistance to the underwriter

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

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

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

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

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

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

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

Level Hourly rate
Partner $650
Senior Manager $450
Manager $350
Senior $225
Staff $150

Our estimated fees and schedule of performance are based upon, among other things, the
assumption that all necessary information will be available to us on a timely basis and that the
scope of our services is not expanded beyond those described herein. Should our
assumptions with respect to these matters be incorrect or should the condition of the records,
degree of cooperation, or other matters beyond our reasonable control require additional

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

our fees and planned completion dates.

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

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



188

‘kueduiog. 8t} plig-0) Auoyne sy saey |

SIRWWST iphy- sl Jo Jieyn Bii
/ 8pAR sjer Uy mLE

7R

TFANUIIGS JpnY S,AUBGLIOD gofiesodson Jssi0-0uls

Jsallo mu_.__.m:_u__ 19

By jo7EYsq UO'Pabpa|MoY ‘PaaIny
S)uEjuN00oY. paIsHeud

<7 \Ngm »

A fian siiox

'sn. 0} ) winjed. pue pepnold-aoeds 8yl Upena) Sjuyjo Adog euo uB|s ases|d-‘a|qeydecoe
Je puB siuswalnbas JNOA LM - 20UBpIOSE U] 'Ble paujine, se ﬂcoEmmcmhm s} ~ulitoy o)

wnpuesowsiy Buenc

avorsisoam il

Lt




189

IEHHH]H\HIIHEIHHIHI'“""" =1 FnsT & YOUNG

Terms and conditions

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

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

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

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

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

5. Privacy - Client confirms to EY that it has obtained any consents that may be required
under applicable privacy legislation for any collection, use or disclosure of personal
information that is necessary in order for EY to provide the Services. EY shall adhere to
applicable privacy legislation when dealing with personal information that was obtained
from Client. Personal information is collected, used and disclosed by EY in accordance
with EY's privacy policy, which is available at http://www.ey.com/ca.
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6. Auditor oversight - Client hereby acknowledges that EY may from time to time receive
requests or orders from the Canadian Public Accountability Board or from professional,
securities or other regulatory or governmental authorities that fulfill similar functions (both
in Canada and abroad) to provide them with information and copies of documents in EY's
files including EY's working papers, and other work-product relating to Client's affairs.
Client consents to EY providing or producing, as applicable, these documents and
information without further reference to, or authority from, Client. Except where prohibited
by law, if a request or order is directly related to an inspection or investigation of EY's
audit of Client, EY will advise Client of the request or order.

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

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

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

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

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

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

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

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

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

(c) in any case the total aggregate liability of EY arising out of or relating to this
Agreement or the Services shall be limited to the greater of (i) the total fees paid to EY
for the Services and (i} $1,000,000. This paragraph (c) shall not limit liability for death,
bodily injury, physical damage to tangible property, fraud or wilful misconduct.

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

14. Global resources - EY may use the services of personnel from other EY Entities to assist
it in providing the Services. EY shall be solely responsible for the performance of the
Services and all of the other liabilities and obligations of EY under this Agreement whether
or not performed, in whole or part, by EY, any other EY Entity, or any subcontractor or
personnel of any EY Entity. Client and its affiliates or other persons or entities for or in
respect of which any of the Services are provided shall have no recourse, and shall bring
no claim (whether in contract, tort, or otherwise) against any EY Entity other than EY, or
against any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity, or any of their respective assets, in
connection with the performance of the Services or otherwise under the Agreement. Other
EY Entites and any subcontractors, members, shareholders, directors, officers,
managers, pariners or employees of EY or any other EY Entity shall have the express
benefit of this section and shall have the right to rely on and enforce any of its terms.

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

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

17.

18.

19.

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

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

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

LLP status - EY is a registered limited liability partnership ("LLP") continued under the
laws of the province of Ontario and is registered as an extra-provincial LLP in Quebec and
other Canadian provinces. Generally, a partner of an LLP has a degree of limited liability
protection in that he or she is not personally liable for any debts, obligations or liabilities of

‘the LLP that arise from the negligence of another partner or any person under that

partner's direct supervision or control. As an LLP, EY is required to maintain certain
insurance. EY's insurance exceeds the mandatory professional liability insurance
requirements established by any provincial Institute/Order of Chartered Accountants.

i1
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20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing

shall be construed to create a partnership, joint venture or other relationship between EY
and Client. Neither party shall have the right, power or authority to obligate or bind the
other in any manner. This Agreement shall not be modified except by written agreement
signed by the parties. This Agreement may not be assigned in whole or in part by Client
without EY's prior written consent, not to be unreasonably withheld. Any terms and
provisions of this Agreement that by their nature operate beyond the term or expiry of this
Agreement shall survive the termination or expiry of this Agreement, including without
limitation those provisions headed Client Data & Information, Confidentiality, Auditor
Oversight, Limitation of Liability, Global Resources, Solicitation & Hiring of EY Personnel,
and Legal Proceedings. This Agreement shall enure to the benefit of and be binding upon
the parties and their respective successors and permitted assigns. The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
any subcontractors, members, shareholders, directors, officers, managers, partners or
employees of EY or any other EY Entity. This Agreement constitutes the entire agreement
between the parties relating to its subject matter and supersedes all prior representations,
negotiations and understandings.

12
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Mr. David Horsley

Chlef Financlal Officer

Sino-Forest Corporation

90 Burnhamthorpe Rd. W., Suite 1208
Misslssauga, Onterjo L5B 3C3

Offering Memorandum

Dear Mr. Horsley:

Fhis wiif confirm the engagement of Erpst & Young LLP ("

196

Ernst & Young LLP
Charterod Accountants
Emsl & Young Tower

222 Bay Street, P.O. Aox 251
Joronlo, Onlario MSK 1J7

Tel, A16 864 1234
Far: 416 BG4 1174
ey.comfca

28 September 2010

we" or "EY") to perform services In

respect of the Offering Mermorandum tor Sino-Forest Corporatlon (the nCompany”) for the offer to
lssue $500,000,000 Guaranteed Senlor Notes due 2017 (the "Senlor Notes™). Our partners, Fred
Clifford and Josephine Man, wiil kigve primary responsibllity for this engagement.

Manageraent of the Company and the underwriter bear the primary responsibliity to ensure the
Offering Memorandum contalns ne misrepresentations. Our procedures with respect to this
engagement will be performed In accordance with oui professional standards as sef out [n CICA

Section 7110 - Auditor Involvement with Offering Documents of Pu
other requirements as set out hereunder. These procedures are de
consent to the use of our auditors' report to demenstrate to
with the Offering Memorandum. Our consent Is to be include!

Audited financlal statements

We have aﬁdlted the balance sheets of the Company as @
and the statements of Income, retalned earnings and cas
our reports to the shareholders was datad 15 March 201

hlic and Private Entities, and
sighed to enable usto Issue our
readers that we have been Invelved

d In the Offering Memorandum.

t 31 Decerber 2009, 2008 and 2007,
h flows for each of the years then anded,
© on the fihangial statements far the

years ended 31 December 2009 and 2008, and 13 March 2009 on the financial statements for the
years ended 31 December 2008 and 2007, Our auditors’ report for the years enced 31 Derember

2009 and 2008 and for the years ended 31 December 2008 an

reference In the Offering Memorandurm,

In erder to provide our censent to the use of our auditors’
will be necessary for us to perform subseguent events rev

d 2007 are to be Incorparated by

report In the Offering mMemorandum, It
jew procadures with respect to the,

Offering Memorandum and any updates thereof, and the closing of the offering. This work Is

expected to be comprised of imited enguley and review procedures

deslgned to provide assurance

that management has Idantifled events arlsing after the date of the auditors’ report In the Offering

Mermorandum that may require an adjustment to, or disclosure in,

the audited flnancial statements

or othet Infermation In the Offering Memorandum that Is derlved from such flnanclal statements.

& ez Tew 9l Eensl & Youy) Grotrl Lholacd
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We are also required to update our communications with the Company’s legal counsel and obtaln
representations from management simllar to those we customarlly recelve as part of our annual

audit,

Unaudited Intetim financial statements

Comparatlve Interim financlal statements for the most recently completed financial period are
Incorporated hy reference In the Offering Memorandum, In order to consent to the use of our
auditors' report In the Offering Memorandum described above, our professlonal standards requlre
that we carry out certain procedures Including a review of the Company's Interim financlal
statements for the three and siX meonth perlods ended 30 June 2010 and 2009 and any other
interim financlal statements that may be Issued and Incorporated by reference In the Offering
Memorandum, We have reviewed the interim consolidated financial statements for the three and
slx month perlods ended 30 June 20 10 and 2009 and provided our report thereon to the audit
committee of the Company. In order for the Interim financlal statements for the three and six
month perlods ended 30 June 2010 and 2009 to be incorporated by reference In the Offering
Memoarandum, we will have to complete additional subsequent event review procedures.

If the Offering Memorandum is delayed, the Company may determine that it Is necessary to update
the interim financlal statements. If such s the case, then we would have to perform additional
review procedures on the updated unaudited Interim financial statements.

“The review procedures we carry out are slgnificantly less extensive than an audlt and would not
necessarily reveal matters requiring adjustments to or disclosures In the interim flnancial
inforrmatlon, Further, adjustments and disclosures may later be determined to be necessary as a
result of our subsequent audit of the 2010 financial statements that include such interim perlods.
Accordingly, the review procedures do not result in the expressfon of an audit opinion on the

interim flnancial statements.

If Informatlon comes to our attention which leads us to question whether the Interim financlal
statements are materlally In error of not In accordance with generally accepted accounting
princliples, we will inform you and discuss what further action s requlired.

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

‘Memorandum,
Other information in the Offering Memorandum

In addition to financial statements, the Offerlng Memorandum includes other financial information
and informatlon of a non-financial nature. As such other Information may be relevant to the
financlal statements and our audlt or review thereof, we will perfarm procedures to determline
whether thls other financial and non-financlal Iriformation s consistent with the audited and
unaudited financial statements in the Offering Memorandum In accordance with the guldance in
ﬁfﬂl”

cich Sectlon 7500.
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If we become aware of Information that, although not inconslstent with the flnancial statements,
appears to constitute a misrepresentation when reading the Offering Memorandum, we wlil discuss

the matter with management or with the Company’s legal counsel, with the consent of

management. We may wish to recelve written confirmation from legal counsel of their view on the
matter, Inthe event that the apparent inconsistency Is not resolved to our satisfaction, we will
advlse the Audit Committee and consider whether our consent may be provided.

Communlcations required by other partles

Upon the request of the underwriter, we will Issue the following letters:
Upon completion of the Offering Memorandum:

. Aconsent Jetter addressed to the underwriter, In which we give our consent to the use of our
report in the Offering Memorandum.

. A comfort [etter addressed to the Directors of the Campany and the underwrliter expressing
assurances with respect to specified financial Informatlon Included or Incorporated by

reference In the Offering Memorandum,

«Upon closing of the offering:

. Abring-down letter addressed to the Directors of the Company and the underwriter.

Auditor assistance to the underwriter

We widerstand thal the underwriter wishes for us te perform certaln procedures for the purpose
of Issulng a comfort letter to the underwriter relatinig to the Offering Memora ndum, The comfort
lettor would make reference to our auditors report and our review of the unaudited interim
financlal statements Incorporated by reference in the Offering Memorandum, and set out the
procedures performed at the underwrlter's request and the results of performing those

procedures.

We will provide a comfort letter to the underwriter which we will prepare in accordance with the
guidance contalned In CICA Section 7200, subject to our recelpt of a letter of reprasentatlon from
the underwriter regarding the Offering Memorandura which Is satisfactory to us. We will advise
you of the matters on which the underwriter Is seeking cornfort and the procedures they are
requesting. As the Company, not the underwriter, will bear the cost of praparing the cormforl
jetter, we will discuss with you the practicality and effectiveness of the requested procedures In

providing the desired comfork.
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In accordance with professional standa
providing us with sufficlent approprlate
statements referred to above. There Is no assur

of the comfort letter will address all of the guestions that the underwriter an
You should be aware that there could be sensitive matters that the

1s legal counsel may ask us to address In the comfort letter that

legal counsel may have.
underwriter and the underwrlter

could affect the outcome of the proposed offering of the convertible senior

You acknowledge that we have no responsibility te you I the results of our p
senlor notes offering, You also

he underwriter and the

termination of, or change In, the proposad convertibie
acknowledige that you have reguested us to cooperate in every way with t
underwrlter's legal cotinsel, by perferming the requested procedures.

You also agree to inde

Young LLP from any ¢
third party, that arlses as a result of our comfort Jetter.

We shall advise th
confidential and 1s
{o above.

Fees

Our fees which will be billed as work progresses

payment In full should be made within 30 days of the date each billing is re
sat out befow. All fees and rates

wili be Invoiced to you at our cost.

our professlonals for this engagement, In canadlan dollars, are
guoied exclude applicable taxes. Direct out-of-pocket expenses

Level Hourly rate ,
Partner $650
Senlor Manager $450
Manager $350
Senior $225
Staff $150

We very much appreciate the pppartunity to provide services

offering Memorandum an
request concerning our responsibilities and
any concerns about the terms of engagamen

functions. Please Jet us know
¢ as described in this letter.

rds, our audit was carrled out solely for the purpose of
audit evidence to support our oplnion on the financial
ance that the procedures we perform for purposes

d the underwritet's

potes.

rocedures result in

mnify and hold harmiess afl members of the engagement team and Ernst &
jalm by the underwriter and the underwriter's legal counsel, or any other

e underwriter that information acquired by them in our comifort letter is
to be used only in connection with the convertible senlor notes offering referred

are based on the amount of time required.

ceived. Hourly rates for

to the Company in respect of the
d would be pleased to furhlsh any additlonal informatlon you may

immediately if you have
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Additional terms and conditlons are attached and form an integrat part of this engagement letter;
they govern our respective rights and oblgations arising out of thls engagement,

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

Sincersiy,

Hrnat "‘yotuzf Ly

Chartered Accountants
Licensed Public Accountants

;-uuw*uw¥#$#*#t+ﬁi##v¢*vomovt«u ]

Acknowled¢ed on behalf of the

Aareed:
Sino-Forest Corporation Company's Audit Committee:

By:

Name? Mr. David Hibrsley
Title: Chlef Fi7n{[al Offlcer

rhe: Mr, James/Hyde
|e: Chair of the Audit Committee

A
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General Terms and Conditlons

our relationship with you

1.

2.

We are a member of the global network of Ernst & Young firms (“EY Firms"), each of whichlsa
separate legal entity,

We may subcontract portions of the Services to other EY Firms, who may deal with you
dlrectly. Nevertheless, we alone wlll be responsible to you for the Report(s), the performance
of the Services, and our other obligations under this Agreement.

Your respons!bilities

3.

You shall be responsible for your personnel’s compliance with your obligatlons under this
Agreement.

Our reports

4,

You may not rely on any draft Report,

‘Notice re: Québec

5I

From time to time, we may have Individual partners and employees performing the Services
within the Province of Québec who are members of the Ordre des complables agréés du
Ouébec. Any Indlvidual member of the Ordre des comptables agréés du Québec performing
professional services hereunder assumes full personal clvil llabliity arising from the practice of
his or her professlon, regardless of his or her status within our partnership. He or she may not
Invoke the llablilty of our partnershlp as a ground for excluding or limiting his or her own
liabliity. The limitations that follow below under the heading 1} |mitations” shall therefore not
apply to limit the personal civil lability of members of the Ordre des comptables agréés du
Québec (and with respect to such members, such limltations shall be deemed to not be
Included In this Agreement).

Limitations

e —

6.

You (2nd any others for whom Services are provided) may not recover from us, in contract or
tort (including negligence), under statute or otherwlse, any amount with respect to [oss of
profit, data or goodwiil, ér any other consequentlal, Incldental, indirect, punitive or special
damages In connectian with clalms arlsing out of this Agreement or otherwlse relating to the
Services, whether or pot the likelihood of such loss or damage was contemplated.

You (and any others for whom Services ara provided) may not recaver fram us, In contract or
tort (including negligence), under statute or otherwise, aggregate damages In excess of the
greater of (1) the total fees pald to us for the Services and (II) $1,000,000. This limitation will
not apply to losses caused by our fraud or willful misconduct or ta the extent prohiblted by

appllcable law or professlonal regulations.
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8. If we are llable to you (er fo any others for whom Services are provided) under this Agreement
or otherwise In connectlon with the services, for loss or damage to which any other persons
have also contributed, ou¢ fiabllity to you shall be severaf and not Joint and several, selldary or
In solidum, with such others, and shall be [imited to our falr share of that total loss oF danrage,
based on our contribution to the loss and damage relative to the athers' contributions. Na
exclusion ar limitation on the [lability of ather responsible persons imposad or agreed at any
Hme shall affect any assessment of our propertionate llabllity hereunder, nof shall settiemant
of or dlfficulty enforcing any clam, or the death, dissokution or Insofvency of any stich okher
requnslhl’e persons or thelr ceasing to be llable for the loss ot damage or any portion thereof,
affect any such assessient.

. g. You shall make any claim relating to the Services or otherwlse under this Agreament no fater
thah one year after you became aware (of ought reasonably to have become aware) of the
facts giving rise to any alleged such claim and in any event, no |ater than two years after the
completion of the pa riicular Services (and the partles agree that the limitation periods

sstablished by the Limitations Act, 2002 (Ontarfo) or any other applicable legislation shall be
varted and/or-excluded accordingly). This limitatien will not apply to the extent prehibited by

applicable faw or professional regulations.

s 10.You may not make a clalm ar bring proceedings relating ko the Sarvices or otherwlse under this
Agreement against any gther EY Firm ot our of its subcontractors, members, shareholders,

directars, officers, partners,. principals of employees ('EY Persons™). You shaft ake aay claim

ot bring proceedings only agalnst us. The limiltations in Sectlons 6 thirotigh 9 and this Section

10 are infended to beneflt the other EY Firms and all EY Persons, whe shall be entitfed to rely

on and enforce them.

Indempity

11.To the fullest extent permitted by applicable law and profassional regutations, you shall

. indernnify us, the other EY Firms and the EY Persons against all claims by third parties
(including your affillates) and resulting llabllities, losses, damages, costs and expenses
(Inciuding reasonable external and Internal legal costs) arising out of ar relating to the Services
or this Agreement. Gn behalf of yourself and your afflliates, you release us, the other EY Firms
and the EY Persens from all claims and causes of action (tog gther, “Claims"), pending or
threatened, that you or they may have arlsing out of the Services or this Agreement to the
extent such Claims result from ov arise out of apy misrepresentation or fraudutent act or
omission by you, yeur employess or agents on your behalf.

Confldentlallty

12.We fellow professional sta
disclosed to us by you or on your behalf (“Cilent Information
professional Conduct of provinclal Institutes of Chartered Accoun
the Ordre des comptables agréés du Québec (as applicable).

ndards of confldentiallty and will treat Information related to you
"y as set forth In the Rules of
tants or the Code of Ethics of
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April 16, 2008 audit engagement letter for Sino-Panel Asia Inc. for
year ended December 31, 2007
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Chartered Accounlants Fax: 604 643-5422
Pacific Centre

700 West Georgia Street

P.O. Box 10101

Vancouver, British Columbia V7Y 1C7

April 16,2008

Sino-Forest Corporation

90 Burnhamthorpe Road W., Suite 1208

Mississauga, ON

L5B 3C3

Attention: Mr. Jamie Hyde, Chairman of the Audit Committee

Dear Mr. Hyde:

1. This engagement letter, including any additional terms that are attached, (collectively, the
“Agreement”) confirms the terms upon which Emst & Young LLP (“we” or “EY™) has been
engaged to perform an audit and report on the consolidated financial statements of Sino-Panel
Asia Inc. (the “Company”) for the year ended December 31, 2007. The services described in this
paragraph may hereafter be referred to as either “Audit Service” or “Audit Services.

Audit Responsibilities and Limitations

2. The objective of our audit is to express an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, resuits of operations and
cash flows of the Company in conformity with Canadian generally accepted accounting principles.

3. We will conduct our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable rather than
absolute assurance that the consolidated financial statements taken as a whole are free of material
misstatement whether caused by error, fraud or illegal acts whose consequences have a material
effect on the consolidated financial statements. There are inherent limitations in the audit process,
including, for example, the use of judgment and selective testing of the data underlying the
financial statements, the inherent limitations of internal controls, and the fact that much of the
audit evidence available to the auditor is persuasive rather than conclusive in nature. Furthermore,
because of the nature of fraud, including attempts at concealment through collusion and forgery,
an audit designed and executed in accordance with Canadian generally accepted auditing
standards may not detect a material fraud. Further, while effective intenal control reduces the
likelihood that misstatements will occur and remain undetected, it does not eliminate the
possibility. For these reasons, we cannot guarantee that fraud, error and illegal acts, if present,
will be detected when conducting an audit in accordance with Canadian generally accepted
auditing standards. Also, an audit is not designed to detect error or fraud that is immaterial to the
consolidated financial statements.

A member firm of Ernst & Young Global Limited
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4. As part of our audit, we will consider, solely for the purpose of planning our audit and
determining the nature, timing, and extent of our audit procedures, the Company’s internal
controls over financial reporting. This consideration will not be sufficient to enable us to provide
assurance on the effectiveness of internal controls over financial reporting or to identify all

‘o significant weaknesses.

5. If we determine that there is evidence that misstatements, resulting from error, other than trivial
- errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other than illegal
acts that are considered inconsequential), we will bring such matters to the attention of an
appropriate level of management. The type and significance of the matter to be communicated will
- determine the level of management to which the communication is directed and whether the
communication is also made to the Audit Committee. If we become aware of fraud involving
senior management or fraud (whether caused by senior management or other employees) that
- causes a material misstatement of the consolidated financial statements, we will report this matter
—) directly to the Audit Committee. We will also determine that the Audit Committee is adequately
informed of misstatements, resulting from error, other than trivial errors and illegal or possibly
‘ illegal acts that come to our attention unless they are clearly inconsequential. In addition, we will
1 inform the Audit Commitiee and appropriate members of management of significant audit

adjustments and significant weaknesses in the design or implementation of internal controls to
. prevent or detect fraud or error noted during our audit procedures, as well as related party
”& transactions identified by us that are not in the normal course of operations and that involve
’ significant judgments made by management concerning measurement and disclosure.

‘*-1\ 6. We also may communicate to the appropriate levels of management other opportunities we
' observe for economies in or improved controls over the Company’s operations. The matters
communicated will be those that we identify during the course of our audit. Audits do not usually

3 ) identify all matters that may be of interest to management in discharging its responsibilities.

) 7. In accordance with CICA Handbook Section 5751, Communications with Those Having Oversight
i of the Financial Reporting Process, we will communicate in writing to the Audit Committee any
relationships between Emnst & Young LLP, its partners and professional employees and Sino-
Panel Asia Inc. (including related entities) that, in our professional judgment, may reasonably be
thought to bear on our independence. Further, we will confirm our independence with respect to
Sino-Panel Asia Inc,

=
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Management’s Responsibilities and Representations

10.

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

The design and implementation of internal controls to prevent and detect fraud and error are the
responsibility of the Company’s management, as is an assessment of the risk that the consolidated
financial statements may be materially misstated as a result of fraud. Management of the Company
is responsible for apprising us of all known instances of fraud, suspected fraud, illegal or possibly
illegal acts and allegations involving financial improprieties received by management or the Audit
Committee (regardless of the source or form and including, without limitation, allegations by
“whistle-blowers,” employees, former employees, analysts, regulators or others), and for
providing us full access to information and facts relating to these instances and allegations and any
internal investigations of them, on a timely basis. Allegations of financial improprieties include
allegations of manipulation of financial results by management or employees, misappropriation of
assets by management or employees, intentional circumvention of internal controls, inappropriate
influence on related party transactions by related parties, intentionally misleading EY, or other
allegations of illegal acts or fraud that could have a non-trivial effect on the financial statements or
otherwise affect the financial reporting of the Company. If the Company limits the information
otherwise available to us under this paragraph (based on the Company’s claims of solicitor/ client
privilege, litigation privilege, or otherwise), the Company will immediately inform us of the fact
that certain information is being withheld from us. Any such withholding of information could be
considered a resiriction on the scope of our Audit Services and may alter the form of report we
may issue on the Company’s financial statements; prevent us from consenting to the inclusion of
previously issued auditor’s reports in future Company filings; or otherwise affect our ability to
continue as the Company’s auditors. The Company and we will disclose any such withholding of

information to the Audit Committee.

Management of the Company is responsible for providing us with and making available complete
financial records and related data and copies of all minutes of meetings of shareholders, directors
and committees of directors; information relating to any known or probable instances of non-
compliance with legislative or regulatory requirements, including financial reporting
requirements; information relating to any illegal or possibly illegal acts, and all facts related
thereto; and information regarding all related parties and related party transactions. Failure to
provide this information on a timely basis may cause us to delay our report, modify our procedures

or even terminate the engagement.

207
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11. Management of the Company is responsible for adjusting the consolidated financial statements to
correct material misstatements and for affirming to us in its representation letter that the effects of
any unrecorded audit differences accumulated by us during the current audit and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the consolidated

b financial statements taken as a whole.

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

o its assessment of the reasonableness of significant assumptions underlying fair value
measurements and disclosures in the consolidated financial statements or used to support

—1) amounts in the consolidated financial statements;
i o any plans or intentions that may affect the carrying value or classification of assets and
liabilities;
— 1 e information relating to the measurement and disclosure of transactions with related parties;
—1 e an assessment of all areas of measurement uncertainty known to management that are required

to be disclosed in accordance with CICA Handbook Section 1508, Measurement Uncertainty;
o information relating to claims and possible claims, whether or not they have been discussed
with the Company’s legal counsel;
e information relating to other liabilities and contingent gains or losses, including those
| associated with guarantees, whether written or oral, under which the Company is contingently
l liable;
o information on whether the Company has satisfactory title to assets, whether liens or
encumbrances on assets exist, or whether assets are pledged as collateral;
- [ o information relating to compliance with aspects of contractual agreements that may affect the
consolidated financial statements; and
e information concerning subsequent events.

- 13. At the conclusion of the audit, we obtain representation letters from certain members of
management to confirm significant representations on matters that are directly related to items that
' are material, either individually or in the aggregate, to the consolidated financial statements;
i matters that are not directly related to items that are material to the consolidated financial
statements but are significant, either individually or in the aggregate to the engagement; and those
that are relevant to your judgments or estimates that are material, either individually or in the
l aggregate, to the consolidated financial statements. The responses to the inquiries of management,
the written representations from management and the results of our audit tests comprise the
:\ evidential matter we will rely upon in forming an opinion on the consolidated financial statements.

EY-HC-2007-008189
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14. Management of the Company is responsible for advising us of any documents or other information

provided during the course of the audit over which it intends to assert a claim of privilege and

' should mark any such documentation accordingly, as further described in the attached additional
Terms and Conditions (refer to the provision captioned “Auditor Oversight”).

Fees and Billings

. 15. Our fees will be billed as work progresses are based on the time required at our billing rate, being
| $220 per hour, plus expenses. However, our actual fee may exceed the top of this range. Payment
of our invoices will be made upon receipt.

J 16. Our estimated fees and schedule of performance are based upon, among other things, our
preliminary review of the Company’s records and the representations Company personnel have

made to us and are dependent upon the Company’s personnel providing a reasonable level of

) assistance. Should our assumptions with respect to these matters be incorrect or should the
! condition of the records, degree of cooperation, or other matters beyond our reasonable control
require additional commitments by us beyond those upon which our estimated fees are based, we

may adjust our fees and planned completion dates. In addition, fees for any special audit-related

projects, such as proposed business combinations or research and/or consultation on special

business or financial issues, will be billed separately from the audit fee referred to above and may

% be the subject of other written agreements.

= Other Malters

l 17. By your signature below, you confirm that the Company, through its Board of Directors, has
' expressly authorized you to enter into this Agreement with us on behalf of, and to bind, the

Company.

18. The attached additional Terms and Conditions form an integral part of this engagement letter and
govemn our respective rights and obligations arising therefrom.

EY-HC-2007-008190
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EY appreciates the opportunity to be of assistance to the Company. If this Agreement accurately
reflects the terms on which the Company has agreed to engage EY, please sign below on behalf of the
Company and return it to Linda Zhu, Engagement Partner, 700 West Georgia Street, P.O. Box 10101,

Vancouver BC, V7Y 1C7.
Yours very truly,

) - Ehmet * ?M/ UP

afe 5 3k =k e e e sk 3k 2k o 3k e ok e Aok i e ook s sk o ok ke e ok ok sk kR

Acknowledged and agreed:
l Sino-Forest Corporation

 Adla Lol 2pt

. Famit Hyde [
' ﬁ @ rman of the Audit Committee

EY-HC-2007-008191
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T
"{ ‘5 Terms and Conditions

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

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

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

J change in applicable law or professional standards or events beyond a party's reasonable control, but

' not involving its fault or negligence (any of which, a "Change"), the parties agree to adjust the fees

for, and/or timing of, the Services appropriately and, if necessary, client will obtain Audit Committee

] approval of such adjustments. Each party shall be excused from default or delay in the performance

! of its obligations (other than payment obligations) under this Agreement to the extent caused by a
Change.

:l 3. Client Data & Information - Client will provide, or cause to be provided, to EY ina timely manner
complete and accurate data and information ("Client Data") and access to resources as may be

m reasonably required by EY to perform the Services. EY may disclose Client Data to other EY
i q Entities for the purpose of rendering the Services. EY may also disclose Client Data to other EY
= Entities for the purposes of fulfilling its professional obligations to manage conflicts of interest and

to maintain auditor independence as well as to implement standardized performance recording and
{ documentation systems within the global Emst & Young network. EY Entities or their service

providers may store Client Data, which may include personal information, outside of Canada.

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

information of the other.

S

5. EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
] on disclosure contained in this Agreement, with regard to:
i (a) any oral or written statement or advice related to taxes provided by EY with regard to 2
person or entity that:
’ (i) has any filing obligation with the US Internal Revenue Service, or
(ii) qualifies as a US Controlled F oreign Corporation (i.e., a non-US corporation that has US
shareholders (US persons that directly or indirectly own 10% or more of the total
: combined voting power of all of the classes of stock of such non-US corporation) that
K own in the aggregate more than 50% of the total vote or value of such non-US
corporation);
(b) any oral or written statement or advice regarding US taxes or tax advice related to a
transaction that could affect a US tax; or

=
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:3 (c) where SEC audit independence restrictions apply to the relationship between client and any
1 EY Entity, any oral or written statement or advice to client as to any potential tax

] consequences that may result from a transaction or the tax treatment of an item,
(together, (a), (b) and (c) referred to as "Tax Advice"),

] EY expressly authorizes client to disclose to any and all persons, without limitation of any kind, any
such Tax Advice, including any fact that may be relevant to understanding such Tax Advice, and all

= materials of any kind (including opinions and other tax analyses) provided to client in relation to
( such Tax Advice. However, because the Tax Advice is solely for the benefit of client and is not to be
relied upon by any other person or entity, client shall inform those to whom it discloses any such

i information that they may not rely upon any of it for any purpose without EY’s prior written consent.

6. Privacy - Client confirms to EY that it has obtained any consents that may be required under

? applicable privacy legislation for any collection, use or disclosure of personal information that is

) necessary in order for EY to provide the Services. EY shall adhere to applicable privacy legislation
when dealing with personal information that was obtained from client.

}. 7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests or
orders from the Canadian Public Accountability Board or from professional, securities or other
regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to
\ provide them with information and copies of documents in EY's files including EY's working papers,
and other work-product relating to client's affairs. Client consents to EY providing or producing, as
- applicable, these documents and information without further reference to, or authority from, client.
m Except where prohibited by law, if a request or order is directly related to an inspection or
L5 investigation of EY's audit of client, EY will advise client of the request or order.
When a regulatory authority requests access to EY's working papers and other work-product relating
to client's affairs, EY will, on a reasonable efforts basis, refuse access to any document over which
client has expressly informed EY that client asserts privilege, except where disclosure of documents
is required by law or requested by a provincial Institute/Order of Chartered Accountants pursuant to
its statutory anthority. Client must mark any document over which it asserts privilege as privileged
and inform EY of the grounds for client's assertion of privilege (such as whether it claims solicitor-
client privilege or litigation privilege).
EY will also be required to provide information relating to the fees that EY collects from client for
the provision of audit services, other accounting services and non-audit services.

T 8. TInternet Communications - Unless otherwise agreed with client, EY and other EY Entities may
! correspond by means of the Internet or other electronic media or provide information to client in
; clectronic form. There are inherent risks associated with the electronic transmission of information
f on the Intemmet or otherwise. EY cannot guarantee the security and integrity of any electronic
' communications sent or received in relation to this engagement and cannot guarantee that

(ransmissions or other electronic information will be free from infection by viruses or other forms of

g malicious software.

9. Right to Terminate Services - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without cause, by providing written notice to the
other party. In the event of early termination, for whatever reason, client will be invoiced for time

EY-HC-2007-008193
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:\g and expenses incurred up to the end of the notice period together with reasonable time and expenses
incurred to bring the engagement to a close in a prompt and orderly manner. EY shall also have the

right, upon 7 days prior notice, to suspend performance of the Services in the event client fails to pay
any amount required to be paid under this Agreement.

‘\ 10. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the
performance of the Services. The costs of administrative items such as telephone, research material,
= facsimile, overnight mail, messenger, administrative support, among others will be billed to client at
11.5% of EY's fees for professional services, Reasonable and customary out-of-pocket expenses for
items such as travel, meals, accommodations and other expenses specifically related to this

-\ engagement will also be charged.

11. Billing & Taxes - Bills including expenses will be rendered on a regular basis as the assignment

r progresses. Accounts are due when rendered. Interest on overdue accounts is calculated at the rate

noted on the invoice commencing 30 days following the date of the invoice. The fees, expenses and

other charges payable pursuant to this Agreement do not include taxes or duties. All applicable taxes

\ or duties, whether presently in force or imposed in the future, shall be assumed and paid by client
y without deduction from the fees, expenses and charges hereunder.

{ 12. Governing Law - This Agreement shall be governed by and construed in accordance with the laws

of the Province of Ontario and the laws of Canada applicable therein, without regard to principles of
conflicts of law. The parties heteby irevocably and unconditionally submit and attorn to the
i exclusive jurisdiction of the courts of the Province of Ontario in connection with any dispute, claim
@ or other matter arising out of or relating to this Agreement or the Services.

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

e

R
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—‘& 14, Limitation of Liability - To the fullest extent permitted by law and regardless of whether such
I liability is based on breach of contract, tort (including negligence), strict liability, failure of essential

purpose or otherwise,

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

| be liable for its proportionate share of any total liability based on degree of fault having regard to
the contribution to any loss or damage in question of any other persons responsible and/or liable
for such loss and damage;

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

(c) in any case the total aggregate liability of EY arising out of or relating to this Agreement or the
Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (ii)
$1,000,000. This paragraph shall not limit EY's liability for death, bodily injury or physical
damage to tangible property caused by the negligent acts or omissions of EY, and shall not limit
EY's liability for loss or damage caused by the fraud or wilful misconduct of EY.

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

!
[
|
|
!
'll 15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in
! providing the Services. EY shall be solely responsible for the performance of the Services and all of
the other liabilities and obligations of EY under this Agreement whether or not performed, in whole
% or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity. Client and
__/: its affiliates or other persons or entities for or in respect of which any of the Services are provided
shall have no recourse, and shall bring no claim, against any EY Entity other than EY, or against any
1 subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY or
any other EY Entity, or any of their respective assets, in connection with the performance of the
Services or otherwise under the Agreement. Other EY Entities and any subcontractors, members,
’ shareholders, directors, officers, managers, pariners or employees of EY or any other EY Entity shall
have the express benefit of this section and shall have the right to rely on and enforce any of its

terms.

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

apply to the extent prohibited by applicable law or regulation (including for these purposes
l) applicable rules and interpretations of the US Securities and Exchange Commission relating to
J auditor independence and any applicable rules or guidance from a provincial Institute/Order of

Chartered Accountants having jurisdiction).

]’ 17. Solicitation & Hiring of EY Personnel - EY's independence could be compromised if client were to

hire certain EY personnel. Without the prior written consent of EY, client shall not solicit for
E employment or for a position on its Board of Directors, nor hire, any current or former partner or

professional employee of any of EY, any affiliate thereof or any other EY entity, if such partner or
professional employee has been involved in the performance of any audit, review, attest or assurance
service for or relating to client at any time since the date of filing of client's most recent financial
statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has not

10
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:-_-«g previously filed such financial statements, since the beginning of the most recent fiscal year to be
( covered by client's first such financial statements), or in the 12 months preceding that date.

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

( 19. Legal Proceedings - In the event EY is requested by client or is required by government regulation,
subpoena, or other legal process to produce documents or personnel as witnesses with respect to the
engagement for client, and provided that EY is not a party to the legal proceedings, client shall
reimburse EY for professional time and expenses, as well as the fees and expenses of counsel,
~ incurred in responding to such requests.

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

21. Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be

% construed to create a partnership, joint venture or other relationship between EY and client. Neither

= party shall have the right, power or authority to obligate or bind the other in any manner. This

| Agreement shall not be modified except by written agreement signed by the parties. This Agreement

| may not be assigned in whole or in part by client without EY's prior written consent, not to be

unreasonably withheld. Any terms and provisions of this Agreement that by their nature operate

] beyond the term or expiry of this Agreement shall survive the termination or expiry of this

{_ Agreement, including without limitation those provisions headed Client Data & Information,

Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liability, Global

Resources, Solicitation & Hiring of EY Personnel, and Legal Proceedings. The provisions of this

Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and any

subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY or

( any other EY Entity. This Agreement constitutes the entire agreement between the parties relating to
} its subject matter and supersedes all prior representations, negotiations and understandings.

11
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@ERNST& SYOUNG O Ernst & Young LLP O Phone: 604 891-8200

Chartered Accountants Fax: 604 643-5422
Pacific Centre

700 West Georgia Street

P.O. Box 10101

Vancouver, British Columbia V7Y 1C7

April 16, 2008

Sino-Forest Corporation

90 Burnhamthorpe Road W., Suite 1208

Mississauga, ON

L5B 3C3

Attention: Mr. Jamie Hyde, Chairman of the Audit Committee

Dear Mr. Hyde:

1. This engagement letter, including any additional terms that are attached, (collectively, the
“Agreement”) confirms the terms upon which Emst & Young LLP (“we” or “EY”) has been
engaged to perform an audit and report on the consolidated financial statements of Sino-Wood
Partners, Limited (the “Company”) for the year ended December 31, 2007. The services
described in this paragraph may hereafter be referred to as either “Audit Service” or “Audit
Services.

Audit Responsibilities and Limitations

2. The objective of our audit is to express an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, results of operations and
cash flows of the Company in conformity with Canadian generally accepted accounting principles.

3. We will conduct our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable rather than
absolute assurance that the consolidated financial statements taken as a whole are free of material
misstatement whether caused by error, fraud or illegal acts whose consequences have a material
effect on the consolidated financial statements. There are inherent limitations in the audit process,
including, for example, the use of judgment and selective testing of the data underlying the
financial statements, the inherent limitations of internal controls, and the fact that much of the
audit evidence available to the auditor is persuasive rather than conclusive in nature. Furthermore,
because of the nature of fraud, including attempts at concealment through collusion and forgery,
an audit designed and executed in accordance with Canadian generally accepted auditing
standards may not detect a material fraud. Further, while effective internal control reduces the
likelihood that misstatements will occur and remain undetected, it does not eliminate the
possibility. For these reasons, we cannot guarantee that fraud, error and illegal acts, if present,
will be detected when conducting an audit in accordance with Canadian generally accepted

1,
A member firm of Emst & Young Global Limited
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auditing standards. Also, an audit is not designed to detect error or fraud that is immaterial to the
consolidated financial statements.

As part of our audit, we will consider, solely for the purpose of planning our audit and
determining the nature, timing, and extent of our audit procedures, the Company’s internal
controls over financial reporting. This consideration will not be sufficient to enable us to provide
assurance on the effectiveness of internal controls over financial reporting or to identify all
significant weaknesses.

If we determine that there is evidence that misstatements, resulting from error, other than trivial
errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other than illegal
acts that are considered inconsequential), we will bring such matters to the attention of an
appropriate level of management. The type and significance of the matter to be communicated will
determine the level of management to which the communication is directed and whether the
communication is also made to the Audit Committee. If we become aware of fraud involving
senior management or fraud (whether caused by senior management or other employees) that
causes a material misstatement of the consolidated financial statements, we will report this matter
directly to the Audit Committee. We will also determine that the Audit Committee is adequately
informed of misstatements, resulting from error, other than trivial errors and illegal or possibly
illegal acts that come to our attention unless they are clearly inconsequential. In addition, we will
inform the Audit Committee and appropriate members of management of significant audit
adjustments and significant weaknesses in the design or implementation of intemal controls to
prevent or detect fraud or error noted during our audit procedures, as well as related party
transactions identified by us that are not in the normal course of operations and that involve
significant judgments made by management concerning measurement and disclosure.

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

In accordance with CICA Handbook Section 5751, Communications with Those Having Oversight
of the Financial Reporting Process, we will communicate in writing to the Audit Committee any
relationships between Emst & Young LLP, jits partners and professional employees and Sino-
Wood Partners, Limited (including related entities) that, in our professional judgment, may
reasonably be thought to bear on our independence. Further, we will confirm our independence
with respect to Sino-Wood Partners, Limited.
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Management’s Responsibilities and Representations

10.

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

The design and implementation of intemal controls to prevent and detect fraud and error are the
responsibility of the Company’s management, as is an assessment of the risk that the consolidated
financial statements may be materially misstated as a result of fraud. Management of the Company
is responsible for apprising us of all known instances of fraud, suspected fraud, illegal or possibly
illegal acts and allegations involving financial improprieties received by management or the Audit
Committee (regardless of the source or form and including, without limitation, allegations by
“whistle-blowers,” employees, former employees, analysts, regulators or others), and for
providing us full access to information and facts relating to these instances and allegations and any
internal investigations of them, on a timely basis. Allegations of financial improprieties include
allegations of manipulation of financial results by management or employees, misappropriation of
assets by management or employees, intentional circumvention of internal controls, inappropriate
influence on telated party transactions by related parties, intentionally misleading EY, or other
allegations of illegal acts or fraud that could have a non-trivial effect on the financial statements or
otherwise affect the financial reporting of the Company. If the Company limits the information
otherwise available to us under this paragraph (based on the Company’s claims of solicitor/ client
privilege, litigation privilege, or otherwise), the Company will immediately inform us of the fact
that certain information is being withheld from us. Any such withholding of information could be
considered a restriction on the scope of our Audit Services and may alter the form of report we
may issue on the Company’s financial statements; prevent us from consenting to the inclusion of
previously issued auditor’s reports in future Company filings; or otherwise affect our ability to
continue as the Company’s auditors. The Company and we will disclose any such withholding of
information to the Audit Committee.

Management of the Company is responsible for providing us with and making available complete
financial records and related data and copies of all minutes of meetings of shareholders, directors
and committees of directors; information relating to any known or probable instances of non-
compliance with legislative or regulatory Tequirements, including financial reporting
requirements; information relating to any illegal or possibly illegal acts, and all facts related
thereto; and information regarding all related parties and related party transactions. Failure to
provide this information on a timely basis may cause us to delay our report, modify our procedures
or even terminate the engagement.
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11. Management of the Company is responsible for adjusting the consolidated financial statements to
correct material misstatements and for affirming to us in its representation letter that the effects of
i any unrecorded audit differences accurnulated by us during the current audit and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the consolidated
[ financial statements taken as a whole.

12. As required by Canadian generally accepted auditing standards, we will make specific inquiries of

management about the representations contained in the consolidated financial statements.
| Management is responsible for affirming to us in its representation letter and providing us with
information regarding the recognition, measurement and disclosure of specific items, including but
not limited to the following: '

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

o any plans or intentions that may affect the carrying value or classification of assets and
liabilities;

i e information relating to the measurement and disclosure of transactions with related parties;

| o an assessment of all areas of measurement uncertainty known to management that are required

to be disclosed in accordance with CICA Handbook Section 1508, Measurement Uncertainty;

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

o information relating to other liabilities and contingent gains or losses, including those

associated with guarantees, whether written or oral, under which the Company is contingently

liable;

o information on whether the Company has satisfactory title to assets, whether liens or
encumnbrances on assets exist, or whether assets are pledged as collateral;

[ e information relating to compliance with aspects of contractual agreements that may affect the

consolidated financial statements; and
e information concerning subsequent events.

13. At the conclusion of the audit, we obtain representation letters from certain members of
management to confirm significant representations on matters that are directly related to items that
are material, either individually or in the aggregate, 1o the consolidated financial statements;
matters that are not directly related to items that are material to the consolidated financial
statements but are significant, either individually or in the aggregate to the engagement; and those

( that are relevant to your judgments or estimates that are material, either individually or in the

/ aggregate, to the consolidated financial statements. The responses to the inquiries of management,

the written representations from management and the results of our audit tests comprise the

J evidential matter we will rely upon in forming an opinion on the consolidated financial statements.

[
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14. Management of the Company is responsible for advising us of any documents or other information

provided during the course of the audit over which it intends to assert a claim of privilege and

( should mark any such documentation accordingly, as further described in the attached additional
Terms and Conditions (refer to the provision captioned “Auditor Oversight”).

' [ Fees and Billings

15. Our fees will be billed as work progresses are based on the time required at our billing rate, being
$220 per hour, plus expenses. However, our actual fee may exceed the top of this range. Payment
\ of our invoices will be made upon receipt.

16. Our estimated fees and schedule of performance are based upon, among other things, our
preliminary review of the Company’s records and the representations Company personnel have
made to us and are dependent upon the Company’s personnel providing a reasonable level of
assistance. Should our assumptions with respect to these matters be incorrect or should the
condition of the records, degree of cooperation, or other matters beyond our reasonable control
require additional commitments by us beyond those upon which our estimated fees are based, we
may adjust our fees and planned completion dates. In addition, fees for any special audit-related
projects, such as proposed business combinations or research and/or consultation on special
business or financial issues, will be billed separately from the audit fee referred to above and may

be the subject of other written agreements.

Other Matters

17. By your signature below, you confirm that the Company, through its Board of Directors, has
expressly authorized you to enter into this Agreement with us on behalf of, and to bind, the

Company.

U

18. The attached additional Terms and Conditions form an integral part of this engagement letter and
govern our respective rights and obligations arising therefrom.
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EY appreciates the opportunity to be of assistance to the Company. If this Agreement accurately
reflects the terms on which the Company has agreed to engage EY, please sign below on behalf of the
Company and retumn it to Linda Zhu, Engagement Partner, 700 West Georgia Street, P.O. Box 10101,
Vancouver BC, V7Y 1C7.

( Yours very truly,
W g ¥ ?MZ/ AL

e e st o o ok ke ok e ste o ok sk s skeobe o ol e o sfe sk ke sk sk ok ke ok

| Acknowledged and agreed:
\ Sino-Forest Corporation

Date

_ ?f‘zﬁéif

[T
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Terms and Conditions

[ Except as otherwise specifically provided in the engagement letter or contract to which these terms and
conditions are attached (collectively, the "Agreement”) the following additional terms and conditions
shall apply. As used herein "EY" refers to the Canadian firm of Emst & Young LLP. "EY Entities"

[ means EY, all members of the global Emst & Young network, Emst & Young Global Limited, and any

of their respective affiliates (and "EY Entity" means any one of them).

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

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

3. Client Data & Information - Client will provide, or cause to be provided, to EY in a timely
manner complete and accurate data and information ("Client Data") and access to resources as may
be reasonably required by EY to perform the Services. EY may disclose Client Data to other EY
Entities for the purpose of rendering the Services. EY may also disclose Client Data to other EY
Entities for the purposes of fulfilling its professional obligations to manage conflicts of interest and
to maintain auditor independence as well as to implement standardized performance recording and
documentation systems within the global Emst & Young network. EY Entities or their service

{ providers may store Client Data, which may include personal information, outside of Canada.

e

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

I 5. EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
‘ on disclosure contained in this Agreement, with regard to:
(a) any oral or written statement or advice related to taxes provided by EY with regard to a
L person or entity that:
(i) has any filing obligation with the US Internal Revenue Service, or
(i) qualifies as a US Controlled Foreign Corporation (i.e., a non-US corporation that has
'} US sharcholders (US persons that directly or indirectly own 10% or more of the total
combined voting power of all of the classes of stock of such non-US corporation) that

EY-HC-2007-008203
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own in the aggregate more than 50% of the total vote or value of such non-US
* corporation); ;
) (b) any oral or written statement or advice regarding US taxes or tax advice related to a
transaction that could affect a US tax; or
Ej (¢) where SEC audit independence restrictions apply to the relationship between client and
( any EY Entity, any oral or written statement or advice to client as to any potential tax
consequences that may result from a transaction or the tax treatment of an item,
(together, (2), (b) and (c) referred to as "Tax Advice"),

J EY expressly authorizes client to disclose to any and all persons, without limitation of any kind,
any such Tax Advice, including any fact that may be relevant to understanding such Tax Advice,
and all materials of any kind (including opinions and other tax analyses) provided to client in
relation to such Tax Advice. However, because the Tax Advice is solely for the benefit of client
and is not to be relied upon by any other person or entity, client shall inform those to whom it
‘ discloses any such information that they may not rely upon any of it for any purpose without EY’s

prior written consent.

i 6. Privacy - Client confirms to EY that it has obtained any consents that may be required under

applicable privacy legislation for any collection, use or disclosure of personal information that is

) necessary in order for EY to provide the Services. EY shall adhere to applicable privacy
—'R legislation when dealing with personal information that was obtained from client.

e 7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests

4 or orders from the Canadian Public Accountability Board or from professional, securities or other

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

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

| papers, and other work-product relating to client's affairs. Client consents to EY providing or
producing, as applicable, these documents and information without further reference to, or
authority from, client. Except where prohibited by law, if a request or order is directly related to
an inspection or investigation of EY's audit of client, EY will advise client of the request or order.
When a regulatory authority requests access to EY's working papers and other work-product
relating to client's affairs, EY will, on 2 reasonable efforts basis, refuse access to any document
:( over which client has expressly informed EY that client asserts privilege, except where disclosure

! of documents is required by law or requested by a provincial Institute/Order of Chartered
Accountants pursuant to its statutory authority. Client must mark any document over which it
asserts privilege as privileged and inform EY of the grounds for client's assertion of privilege (such
as whether it claims solicitor-client privilege or litigation privilege). 4
EY will also be required to provide information relating to the fees that EY collects from client for
—:l the provision of audit services, other accounting services and non-audit services.

] 8. Internet Communications - Unless otherwise agreed with client, EY and other EY Entities may
| correspond by means of the Internet or other electronic media or provide information to client in

EY-HC-2007-008204
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electronic form. There are inherent risks associated with the electronic transmission of information
on the Internet or otherwise. EY cannot guarantee the security and integrity of any electronic
’ communications sent or received in relation to this engagement and cannot guarantee that
transmissions or other electronic information will be free from infection by viruses or other forms
of malicious software.

9. Right to Terminate Services - Subject to any applicable professional standards and legislation,

either party may terminate this Agreement, with or without cause, by providing written notice to
‘ the other party. In the event of early termination, for whatever reason, client will be invoiced for
time and expenses incurred up to the end of the notice period together with reasonable time and
expenses incurred to bring the engagement to a close in a prompt and orderly manner. EY shall
. also have the right, upon 7 days prior notice, to suspend performance of the Services in the event
client fails to pay any amount required to be paid under this Agreement.

) 10. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the
performance of the Services. The costs of administrative items such as telephone, research
material, facsimile, overnight mail, messenger, administrative support, among others will be billed
‘ to client at 11.5% of EY's fees for professional services. Reasonable and customary out-of-pocket
expenses for items such as travel, meals, accommodations and other expenses specifically related

to this engagement will also be charged.

? 11. Billing & Taxes - Bills including expenses will be rendered on a regular basis as the assignment

progresses. Accounts are due when rendered. Interest on overdue accounts is calculated at the rate
1 noted on the invoice commencing 30 days following the date of the invoice. The fees, expenses
]

and other charges payable pursuant to this Agreement do not include taxes or duties. All
applicable taxes or duties, whether presently in force or imposed in the future, shall be assumed
' and paid by client without deduction from the fees, expenses and charges hereunder.

12. Governing Law - This Agreement shall be governed by and construed in accordance with the laws
| of the Province of Ontario and the laws of Canada applicable therein, without regard to principles
I of conflicts of law. The parties hereby irrevocably and unconditionally submit and attorn to the

exclusive jurisdiction of the courts of the Province of Ontario in connection with any dispute,
( claim or other matter arising out of or relating to this Agreement or the Services.

13. EY Reports - EY retains all copyright and other intellectual property rights in everything
developed, designed or created by EY either before or during the course of an engagement
including systems, methodologies, software, know-how and working papers. EY also retains all
copyright and other intellectual property rights in all reports, advice or other communications of

|
1 any kind provided to client in any form (written or otherwise) during the course of an engagement
("Reports"), although client shall have the full right to use any Reports within its own organization.
Any Reports are provided solely for the purpose of this engagement. Subject to "EY Waiver Re:
] Tax Advice" above, no Report (and no portion, summary or abstract thereof) may be disclosed to
F
9
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15.

any third party without EY's prior written consent. Without limitation, except as otherwise
specifically agreed in the engagement letter into which these terms and conditions are incorporated
client agrees that it will not, and will not permit others to, refer to EY or reproduce, quote or refer
to any Report (or any portion, summary or abstract thereof) in any document filed or distributed in
connection with (i) a purchase or sale of securities or (ii) continuous disclosure obligations under
applicable securities laws. EY does not assume any duties or obligations to third parties who may
obtain access to any Reports. Any services or procedures performed for client were not planned or
conducted (i) in contemplation of reliance by particular third parties (i) with respect to any
specific transaction contemplated by a third party or (iii) with respect to the interests or
requirements of particular third parties. Client may not rely on any draft Report.

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

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

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

(c) in any case the total aggregate liability of EY arising out of or relating to this Agreement or the
Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (ii)
$1,000,000. This paragraph shall not limit EY's liability for death, bodily injury or physical
damage to tangible property caused by the negligent acts or omissions of EY, and shall not
limit EY's lability for loss or damage caused by the fraud or wilful misconduct of EY.

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

Globa! Resources - EY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all
of the other liabilities and obligations of EY under this Agreement whether or not performed, in
whole or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity.
Client and its affiliates or other persons or entities for or in respect of which any of the Services are
provided shall have no recourse, and shall bring no claim, against any EY Entity other than EY, or
against any subcontractors, members, shareholders, directors, officers, managers, partners or
employees of EY or any other EY Entity, or any of their respective assets, in connection with the
performance of the Services or otherwise under the Agreement. Other EY Entities and any
subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY

10
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This Agreement shall not be modified except by written agreement signed by the parties. This
Agreement may not be assigned in whole or in part by client without EY's prior written consent,
not to be unreasonably withheld. Any terms and provisions of this Agreement that by their nature
operate beyond the term or expiry of this Agreement shall survive the termination or expiry of this
Agreement, including without limitation those provisions headed Client Data & Information,
Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liability, Global
Resources, Solicitation & Hiring of EY Personnel, and Legal Proceedings. The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and any
subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY
or any other EY Entity. This Agreement constitutes the entire agreement between the parties
relating to its subject matter and supersedes all prior representations, negotiations and
understandings.

12
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or any other EY Entity shall have the express benefit of this section and shall have the right to rely
on and enforce any of its terms.

16. No Application - The preceding two sections (Limitation of Liability, Global Resources) shall not
| apply to the extent prohibited by applicable law or regulation (including for these purposes
| applicable rules and interpretations of the US Securities and Exchange Commission relating to
auditor independence and any applicable rules or guidance from a provincial Institute/Order of
Chartered Accountants having jurisdiction).

! 17. Solicitation & Hiring of EY Personnel - EY's independence could be compromised if client were

to hire certain EY personnel. Without the prior written consent of EY, client shall not solicit for
‘ employment or for a position on its Board of Directors, nor hire, any current or former partner or
l’ B professional employee of any of EY, any affiliate thereof or any other EY entity, if such partner or
. professional employee has been involved in the performance of any audit, review, attest or
l" assurance service for or relating to client at any time since the date of filing of client's most recent

financial statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has
not previously filed such financial statements, since the beginning of the most recent fiscal year to
be covered by client's first such financial statements), or in the 12 months preceding that date.

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

19. Legal Proceedings - In the event EY is requested by client or is required by government
regulation, subpoena, or other legal process 10 produce documents or personnel as witnesses with
respect to the engagement for client, and provided that EY is not a party to the legal proceedings,
client shall reimburse EY for professional time and expenses, as well as the fees and expenses of
counsel, incurred in responding to such requests.

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

Chartered Accountants.

21. Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
construed to create a partnership, joint venture or other relationship between EY and client.
Neither party shall have the right, power or authority to obligate or bind the other in any manner.

11
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Sino-Forest Co rpo ration

March 14, 2008

Ernst & Young LLP
Chartered Accountants

In connection with your audit of the consolidated financial statements of Sino-Forest Corporation
(the “Company”) as of December 31, 2007 and for year then ended, we recognize that obtaining
representations from us concerning the information contained in this letter is a significant
procedure in enabling you to form an opinion whether the consolidated financial statements
present fairly, in all material respects, the financial position, results of operations, and cash flows
of Sino-Forest Corporation in accordance with Canadian generally accepted accounting
principles.

We understand that the purpose of your audit of our financial statements is to express an opinion
thereon and your audit was conducted in accordance with Canadian generally accepted auditing
standards, which involves an examination of the accounting system, internal control and related
data to the extent you considered necessary in the circumstances. It is not designed to identify,
nor can it necessarily be expected to disclose, fraud, shortages, errors and other irregularities,
should any exist.

Certain representations in this letter are described as being limited to matters that are material.
Items are considered material, regardless of size, if they involve an omission or misstatement of
financial statement information that, in the light of surrounding circumstances, makes it probable
that the judgment of a reasonable person relying on the information would be changed or
influenced by the omission or misstatement.

Accordingly, we make the following representations, as of March 14, 2008 which are true to the
best of our knowledge and belief:

A. Financial Statements and Financial Records

1. We acknowledge that, as members of management of the Company, we are responsible
for the fair presentation of the consolidated financial statements. We believe the
consolidated financial statements referred to above present fairly, in all material
respects, the financial position, results of operations and cash flows of the Company in
accordance with Canadian generally accepted accounting principles.

2. The significant accounting policies adopted in the preparation of the consolidated
financial statements are fully and fairly described in the financial statements.

3. As members of management of the Company, we believe that the Company has a
system of internal controls adequate to permit the preparation of agcurate financial
statements in accordance with Canadian generally accepted accounting{principles.

\\\\’\“’Q’lS
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B. Fraud and Error

L.

We acknowledge that we are responsible for the design and implementation of internal
controls to prevent and detect fraud and error.

We have assessed the risk that the consolidated financial statements may be materially
misstated as a result of fraud and have determined such risk to be low.

We have no knowledge of any fraud or suspected fraud affecting the entity involving
management; employees who have significant roles in internal control; or others, where
the fraud could have a non-trivial effect on the consolidated financial statements over
the preceding three year period. We have no knowledge of any allegations of fraud or
suspected fraud affecting the Company’s consolidated financial statements received in
communications from employees, former employees, analysts, regulators, or others. In
addition, all “whistle-blower” allegations coming to our attention have been disclosed to
you. No irregularities or shortages have occurred and nothing has come to light which
might reflect upon the honesty or integrity of any employee, agent or officer of the
Company.

We believe that the effects of those unrecorded financial statement misstatements
aggregated by you during your audit, as summarized in the accompanying schedule, are
immaterial, both individually and in the aggregate, to the consolidated financial
statements taken as a whole. In addition, to the extent that audit differences have been
subsequently identified in the current period that affect prior year financial statements,
we have evaluated the effect of correcting prior year consolidated financial statements
and believe that the effects of the unrecorded audit differences are immaterial, both
individually and in the aggregate, to the prior year consolidated financial statements
taken as a whole.

C. Illegal Acts

1.

We are not aware of any illegal or possibly illegal acts, as defined in CICA Handbook
Section 5136.

D. Independence and Conflicts of Interest

1.

Based on inquiries we have made of our officers, directors, and substantial
shareholders, except as described below, we are not aware of any business relationship
between any such officer, director, or substantial stockholder (or any entity for or of
which such an officer or director acts in a similar capacity) and Ernst & Young LLP or
any other member firm of the global Ernst & Young organization (any of which, an
“EY Entity”), other than one pursuant to which an EY Entity performs professional
services. For this purpose, a “substantial shareholder” is a person or entity (excluding
mutual funds) that owns five percent or more in the Company.

2
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2. We are not aware of any reason that Ernst & Young LLP would not be considered to be
independent for purposes of the Company’s audit.

E. Completeness of Information

1. We have made available to you all financial records and related data and all minutes of
the meetings of shareholders, directors and committees of directors (or summaries of
actions of recent meetings for which minutes have not yet been prepared) held through
the year to the most recent meeting on December 20, 2007.

2. We also have made available to you all significant contracts and agreements and have
communicated to you all significant oral agreements. We have complied with all aspects
of contractual agreements that would have a material effect on the consolidated financial
statements in the event of noncompliance.

3. There are no transactions of a material nature, individually or in the aggregate, that have
not been properly recorded in the accounting records underlying the consolidated
financial statements.

4, We have disclosed to you all known related parties and related party transactions,
: ' including compensation payments, sales, purchases, loans, transfers of assets, liabilities

and services, leasing arrangements, guarantees, non-monetary tramsactions and
transactions for no consideration for the year ended, as well as related balances due to or
from such parties at the year end. These transactions have been properly measured and
disclosed in the consolidated financial statements.

5. As it relates to share-based payments, we have made available to your representatives all
plan documents and data related to granting, vesting, exercising, canceling, and
forfeiting share-based payments, ificluding modifications to existing plans or previously
granted awards. .

F. Recognition, Measurement and Disclosure

1. We believe that the significant assumptions underlying the fair value measurements and
disclosures used in the preparation of the consolidated financial statements are reasonable
and appropriate in the circumstances.

2. We have no plans or intentions that may materially affect the carrying value or
classification of assets and liabilities reflected in the consolidated financial statements.
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G. Risks and Measurement Uncertainties

1.

The nature of all material measurement uncertainties has been appropriately disclosed in
the consolidated financial statements, including all estimates where it is reasonably
possible that the estimate will change in the near term and the effect of the change could
be material to the consolidated financial statements.

The Company believes that the judgements and estimates used in calculating the income
tax provision represent the appropriate likelihood of various outcomes occurring.

H. Ownership of Assets

1.

The Company has satisfactory title to all assets appearing in the consolidated balance
sheet, and there are no liens or encumbrances on the Company’s assets, nor has any asset
been pledged except as disclosed in the consolidated financial statements. All assets to
which the Company has satisfactory title appear in the balance sheets.

1. Receivables and Revenues

1.

3815-29, 38/F, Sun Hung Kal Centre, 30 Harbour Road, Wanchal, Hong Kong
90 Burnhamthorpe Road West, Suite 1208 Mississauga, Ontarlo, LSB 3C3, Canada

Receivables represent valid claims against the debtors indicated and do not include
amounts for goods shipped or services provided subsequent to the balance sheet date,
goods shipped on consignment or approval, or other types of arrangements not
constituting sales. All revenue recognized as of the balance sheet date has been realized
(or is realizable) and earned. Revenue has not been recognized before (1) persuasive
evidence of an arrangement exists, (2) goods have been delivered or services rendered,
(3) consideration to be received is fixed or determinable, and (4) collectibility is
reasonably assured.

Adequate provision has been made for losses, costs, and expenses that may be incurred

subsequent to the balance sheet date in respect of sales and services rendered prior to
that date and for uncollectible accounts, discounts, returns, and allowances, etc., that
may be incurred in the collection of receivables at that date.

We have disclosed to you all sales terms (both express and implied), including all rights
of return or price adjustments and warranty provisions. We have made available to you
all significant contracts, communications (either written or oral), and other relevant
information pertaining to arrangements with our customers, including distributors and
resellers.

We have adequately disclosed a description of our major revenue generating products
and services, the types of arrangements (including multiple-element arrangeéments) used
to deliver these products or services, and a description of the revenue recognition
policies applicable to these products or services.

We believe that the deposits for the purchase of logs in Inner Mongolia are fully
recoverable through future timber purchases.

4
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J. Inventories
1. Inventories were priced at the lower of cost and market as follows:
C Raw materials and expense materials - at the lower of cost and replacement cost.

. Work-in-process and finished goods - at the lower of cost (including material and
labour costs and overhead costs based on actual rates) and market (i.e., estimated
realizable value less costs to complete and sell).

In arriving at such values, full allowance was made for defective, slow-moving, excess,
unusable or obsolete stock. Adequate provision has been made for losses under firm
purchase commitments for goods for inventory. There have been no reductions of the .
selling prices of finished goods subsequent to the year end and none are contemplated.

2. Physical counts and measurement of inventories were made by competent employees
under the supervision of the management as at the year end, and the quantities were
determined by actual count, weight or measurement.

3. Inventory does not include items not paid for and for which no liability has been
recorded in the accounts at the year end; goods on consignment from others; or goods
invoiced to customers.

K, Financial Instruments

The Company has properly classified financial assets with readily determinable fair values as
gither held for trading, held-to-maturity, loans and receivables or available-for-sale. The
Company has the positive intent and ability to hold to maturity all financial assets that are
classified as held-to-maturity.

The Company has properly classified financial liabilities with readily determinable fair values as
either held for trading or other financial liabilities.

Our valuation methodologies have been consistently applied from period to period and we
believe that the methods and significant assumptions used are reasonable, reflect those we
believe would be used by market participants, and result in a measure of fair value that is
appropriate for financial statement measurement and disclosure purposes. In addition, our
disclosures related to fair value measurement are complete and adequate.

L. Long-term Investments
1. These investments are valued at cost.

2. Appropriate loss provisions have been provided in the accounts for any other than
temporary declines in the value of investments.

3. All income for the year on the investments has been recorded in the accounts.

5
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M. Investments in Subsidiaries and Affiliates
1. We have appropriately consolidated all entities for which we directly or indirectly have a
controlling financial interest.
2. We have appropriately accounted for all freestanding (or embedded) rights and/or
obligations to repurchase the shares of a subsidiary that are held by outsiders as a
financial liability in accordance with CICA Handbook Section 3061.
N. Variable Interests and Variable Interest Entities
1. We have appropriately identified and disclosed all variable interests and variable
interest entities (“VIEs”). The Company has reconsidered the initial determination of
whether an entity is a variable interest entity and/or whether it is the variable interest
entity’s primary beneficiary, as required by Accounting Guideline 15.
O. Deferred Charges
—.’ 1. We believe that all material expenditures that have been deferred to future periods are
: recoverable.
e

P. Property, Plant and Equipment

1. All charges to fixed asset accounts and additions under capital leases during the year
represent actual additions and no expenditures of a capital nature have been charged to
expense during the year.

2. All property, plant and equipment sold or dismantled during the year have been
properly accounted for in the accounts.

3. Appropriate rates have been used to depreciate and amortize these assets over our
estimation of their useful lives.

Q. Long-Lived Assets

1. Long-lived assets to be held and used, have been reviewed for impairment whenever
events or changes in circumstances have indicated that their carrying amounts may not be
recoverable. Where appropriate under CICA Handbook Section 3063, such assets have
been written down to fair value. Our estimates of future cash flows used to assess
recoverability of such asseis are based on reasonable and supportable assumptions
regarding the cash flows expected to result from the use of the assets and their eventual

‘ disposition. Assets classified as held for sale under CICA Handbook Section 3475 are
measured at the lower of carrying amount or fair value less cost to sell.

6
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R. Events of Default under Debt Agreements

1.

No events of default have occurred with respect to any of the Company’s debt
agreements.

S. Liabilities and Contingencies

All liabilities and contingencies, including those associated with guarantees, whether
written or oral, have been disclosed to you and are appropriately reflected in the
consolidated financial statements.

We have informed you of all outstanding and possible claims, whether or not they have
been discussed with legal counsel.

We are unaware of any known or probable instances of non-compliance with the
requirements of regulatory or governmental authorities, including their financial reporting
requirements, and there have been no internal investigations or communications from
regulatory agencies or govemnment representatives conceming investigations or
allegations of non-compliance..

We are unaware of any violations or possible violations of laws or regulations the effects
of which should be considered for disclosure in the consolidated financial statements or
as the basis of recording a contingent loss.

T. Oral or Written Guarantees

1.

There are no oral or written guarantees including guarantees of the debt of others.

U. Share Capital

1.

Share capital repurchase options or agreements, or share capital reserved for options,
warrants, conversion, or other requirements have been properly recorded or disclosed in
the consolidated financial statements.

V. Purchase Commitments

1%

At the year end, the Company had no unusual commitments or contractual obligations
of any sort which were not in the ordinary course of business and which might have an
adverse effect upon the Company (e.g., contracts or purchase agreements above market
price; repurchase or other agreements not in the ordinary course of business; material
commitments for the purchase of property, plant and equipment; significant foreign
exchange commitments; open balances on letters of credit; purchase commitments for

7
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inventory quantities in excess of normal requirements or at prices in excess of.the
prevailing market prices; losses from fulfillment of, or inability to fulfill, sales
commitments, etc.).

2. The master purchase timber contracts signed were all for prices that approximated
market value at the outset of the contract. The Company has neither the ability nor
intention to settle any of these contracts on a net basis.

3. The imported wood log contracts are negotiated in Hong Kong,

W. Employee Future Benefits

1. The Company has no employee future benefits as defined in CICA Handbook Section
3461.

X. Consolidated Accounts and Equity-Accounted Investments

1. All significant intercompany transactions have been disclosed to you and properly
eliminated in the consolidated financial statements (intercompany profits in inventories
and property, plant and equipment, intercompany balances, etc.).

2. The cost of acquisition of investments has been assigned in the financial statements to
the purchased assets (including goodwill, after adjustment for minority interest) and
liabilities in accordance with their values as at the dates of acquisition.

3. The intercompany loans and current accounts represent a permanent investment in the
associated subsidiary.

Y. Segment Information

1. The information about operating segments included in the notes to the consolidated
financial statements has been prepared and presented in conformity with CICA
Handbook Section 1701. We have appropriately identified our operating segments
based on the information used by our chief operating decision maker to evaluate
operating performance of and make resource allocation decisions among business units.
For reportable operating segments that are the result of the aggregation of multiple
operating segments, (1) the aggregation is consistent with the objective of CICA
Handbook Section 1701, (2) the aggregated operating segments have similar economic
characteristics, and (3) the aggregated operating segments are similar in each of the
following areas:

1. The nature of the products and services

2. The nature of the production processes

8
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3. The type or class of customer for their products and services
4. The methods used to distribute their products or provide their services

5. If applicable, the nature of the regulatory environment, for example, banking,
insurance, or public utilities.

Differences between the measurements used in reporting operating segment
information and those used in the consolidated financial statements are adequately
disclosed in the notes to the financial statements.

Z. Share-Based Payments

1, All grants of share-based payments have been properly approved by the Board of
Directors or its delegated representatives on or prior to the grant date, and are in
compliance with the terms of the plan from which they were granted.

2 The Company has properly determined the appropriate grant dates or measurement dates
for all share-based payments in accordance with CICA 3870. We have recognized
compensation cost, as well as liabilities for income taxes, payroll taxes, minimum tax
withholding obligations, penalties and interest, as appropriate, under the applicable
accounting standards.

3. We are responsible for the estimation methods and assumptions used in accounting for
the Company’s share-based payments in accordance with CICA 3870. Fair value and
intrinsic value measurements are based on the grant date or measurement date share price
as specified in CICA 3870. The assumptions used in fair value measurements made in
accordance with CICA 3870, represent our best estimates as of the measurement date of
expectations of future conditions.

AA. Discontinued Operations

1. The operations and cash flows of the wood chip line of business have been eliminated
from the ongoing operations of the Company as a result of the disposal transaction, and
the Company will not have any significant continuing involvement in the operations of
the component.

2. No significant events have occurred or circumstances have arisen that would require the
reassessment of the classification of the wood chip line of business as discontinued
operations.

BB. Use of the Work of a Specialist

1. We agree with the findings of specialists in evaluating the valuation of standing timber
and valuation of manufacturing capital assets and have adequately considered the
qualifications of the specialists in determining the amounts and disclosures included in
the consolidated financial statements and the underlying accounting records. We did not
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give or cause any instructions to be given to specialists with respect to the values or
amounts derived in an attempt to bias their work, and we are not otherwise aware of any
matters that have had an effect on the independence or objectivity of the specialists.

CC. Elective Change in Accounting Policy

1. We believe that the recognition and measurement principles of FIN 48 are preferable to
the guidance available under Canadian GAAP and provide a more structured framework
to account for uncertainties in income tax.

DD. Income Tax Matters

1. We have disclosed to you all significant tax planning strategies that were put in place
during the current year or prior years that could materially affect the current year
provision for income taxes, or the recorded amount of tax assets or liabilities.

2. We recognize that we are responsible for the Company’s compliance with jurisdictional
tax laws and regulations that are applicable to it. We have identified and disclosed to your
representatives all significant methods of accounting used under the applicable
jurisdictional tax laws and regulations that materially affect the determination of financial
statement amounts.

3. We have provided you all tax opinions or memoranda of law that serve as support for
material tax accruals (including tax uncertainties and determinations of the application of
interest and penalties) as well as any tax opinions or memoranda of law that contradicted,
or provided lower levels of assurance than, the opinions or memoranda of law ultimately
used by the company to support its tax positions.

4. All standing timber sales contracts entered into by Suri-Wood Inc. (*SWTI”) and Sino-
Forest Resources Inc. (“SFRI”) have been negotiated and signed in the PRC by Allen
Chan, CEO. All contracts related to the acquisition of standing timbers/plantations by
SWI and SFRI are negotiated and signed outside of Hong Kong. As well, all imported
wood log sales contracts (both purchasing and selling) entered into by SFRI have been
negotiated by Alfred Hung, VP of Corporate Finance, by telephone while Alfred Hung is
in Hong Kong and signed in Hong Kong by Allen Chan. The instruction with respect to
the range of profit margin on the imported wood log sales is given by Allen Chan to
Alfred Hung orally in Hong Kong.

S. Contracts and agreements entered into by SWI and SFRI with Authorized Intermediaries
(“AT”) with respect to the wood chip business including the sale of wood chips are
negotiated and signed outside Hong Kong,

6, Management by SWI and SFRI of cash and amounts receivable from Authorized
Intermediaries is carried on outside Hong Kong,.
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7. The Company does not intend to repatriate to Canada earnings of its foreign subsidiaries
that exist at December 31, 2007 in the foreseeable future.

8. All or substantially all of the administrative costs incurred by the Company (the legal
entity) including investor relation costs relate to stewardship of the Company and its
subsidiaries.

EE, Subsequent Events

1. Subsequent to December 31, 2007, no evenis or transactions have occurred or are
pending that would have a material effect on the consolidated financial statements at that
date or for the year then ended, or that are of such significance in relation to the
Company’s affairs to require mention in a note to the consolidated financial statements in
order to make them not misleading regarding the consolidated financial position, results
of operations, or cash flows of the Company.

**¥ This section intentionally left blank ***
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March 16, 2009

Ernst & Young LLP
Chartered Accountants

In connection with your audit of the consolidated financial statements of Sino-Forest Corporation (the
“Company”) as of December 31, 2008 and 2007, and for the years then ended, we recognize that
obtaining representations from us concerning the information contained in this letter Is a significant
procedure in enabling you to form an opinion whether the consolidated finaricial statements present
fairly, in all material respects, the financial position, results of operations, and cash flows of Sino-
Forest Corporation in accordance with Canadian generally accepted accounting principles.

We understand that the purpose of your audits of our financial statements is to express an opinion
thereon and your audits were conducted in accordance with Canadian generally accepted auditing
standards, which involve an examination of the accounting system, internal control and related data
to the extent you considered necessary in the circumstances. It is not designed to identify, nor can it

necessarily be expected to disclose, fraud, shortages, errors and other irregularities, should any exist.

Certain representations in this letter are described as being limited to matters that are material. ltems
are considered material, regardless of size, if they involve an omission or misstatement of financial
statement information that, in the light of surrounding circumstances, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by the
omission or misstatement.

Accordingly, we make the following representations, as of March 13 2009, which are true to the best
of our knowledge and belief:

Financial statements and financial records

1. We acknowledge that, as members of management of the Company, we are responsible for the
fair presentation of the consolidated financial statements. We believe the consolidated financial
statements referred to above present fairly, in all material respects, the financial positlon, results
of operations and cash flows of the Company in accordance with Canadian generally accepted
accounting principles.

2. The significant accounting policies adopted in the preparation of the consolidated financial
statements are fully and fairly described in the financial statements.

3. As members of management of the Company, we believe that the Company has a system of
internal controls adequate to permit the preparation of accurate financial statements in
accordance with Canadian generally accepted accounting principles.
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Fraud and error

1.

We acknowledge that we are responsible for the design and implementation of internal controls
to prevent and detect fraud and error.

We have assessed the risk that the consolidated financial statements may be materially
misstated as a result of fraud and have determined such risk to be low,

We have no knowledge of any fraud or suspected fraud affecting the entity involving
management; employees who have significant roles in internal control; or others, where the fraud
could have a non-trivial effect on the consolidated financial statements. We have no knowledge
of any allegations of fraud or suspected fraud affecting the Company's consolidated financial
statements received in communications from employees, former employees, analysts, regulators,
or others. In addition, all "whistle-blower” allegations coming to our attention have been disclosed
to you. No irregularities or shortages have occurred and nothing has come to light which might
reflect upon the honesty or integrity of any employee, agent or officer of the Company.

We believe that the effects of those unrecorded financial statement misstatements aggregated by
you during your audit, as summarized in the accompanying schedule, are immaterial, both
individually and In the aggregate, to the consolidated financial statements taken as a whole. In
addition, to the extent that audit differences have been subsequently identified in the current
period that affect prior year financial statements, we have evaluated the effect of correcting prior
year consolidated financial statements and believe that the effects of the unrecorded audit
differences are immaterial, both individually and in the aggregate, to the prior year consolidated
financial statements taken as a whole.

lilegal acts

We are not aware of any illegal or possibly illegal acts, as defined in CICA Handbook Section

1.
5136.

Independence

1. Based on Inquiries we have made of our officers, directors, and substantial shareholders, we are
not aware of any business relationship between any such officer, director, or substantial
stockholder (or any entity for or of which such an officer or director acts in a similar capacity) and
Ernst & Young LLP or any other member firm of the global Emst & Young organization (any of
which, an "EY Entity"), other than one pursuant to which an EY Entity performs professional
services. For this purpose, a “substantial shareholder" is a person or entity (excluding mutual
funds) that owns five percent or more in the Company. )

2. We are not aware of any reason that Emst & Young LLP would not be considered to be
independent for purposes of the Company’s audit.

2
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Conflicts of interest

1.

There are no instances where any officer or employee of the Company has an interest in a
company with which the Company does business that would be considered a “conflict of
interest.” Such an interest would be contrary to Company policy.

Compieteness of information

1.

We have made available to you all financial records and related data and all minutes of the
meetings of shareholders, directors and committees of directors (or summaries of actions of
recent meetings for which minutes have not yet been prepared) held through the year to the most
recent meeting on January 19, 2009.

We also have made available to you all significant contracts and agreements and have
communicated to you all significant oral agreements. We have complied with all aspects of
contractual agreements that would have a material effect on the consolidated financial
statements in the event of noncompliance.

There are no transactions of a material nature, individually or in the aggregate, that have not
been properly recorded in the accounting records underlying the consolldated financial
statements.

We have disclosed o you all known related parties and related party transactions, including
sales, purchases, loans, transfers of assets, liabilities and services, leasing arrangements,
guarantees, non-monetary transactions and transactions for no consideration for the period
ended, as well as related balances due to or from such parties at the year end. These
transactions have been properly measured and disclosed in the consolidated financial
statements.

As it relates to share-based payments, we have made available to your representatives all plan
documents and data related to granting, vesting, exercising, cancelling, and forfeiting share-
based payments, including medifications to existing plans or previously granted awards.

Recognition, measurement and disclosure

1.

We believe that the significant assumptions underlying the fair value measurements and
disclosures used in the preparation of the consolidated financial statements are reasonable and
appropriate in the circumstances.

We have no plans or intentions that may materially affect the carrying value or classification of
assets and liabilities reflected in the consolidated financial statements.

3
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Risks and measurement uncertainties

1.

The nature of all material measurement uncertainties has been appropriately disclosed in the
consolidated financial statements, including all estimates where it is reasonably possible that the
estimate will change in the near term and the effect of the change could be material to the
consolidated financial statements.

The Company believes that the judgements and estimates used in calculating the income tax
provision represent the appropriate likelihood of various outcomes occurring.

Ownership of assets

1.

The Company has satisfactory title to all assets appearing in the consolidated balance sheet, and
there are no liens or encumbrances on the Company's assets, nor has any asset been pledged
except as disclosed in the consolidated financial statements. All assets to which the Company
has satisfactory title appear in consolidated the balance sheet.

Receivables and revenues

1.

Receivables represent valid claims against the debtors indicated and do not include amounts for
goods shipped or services provided subsequent to the balance sheet date, goods shipped on
consignment or approval, or other types of arrangements not constituting sales. All revenue
recognized as of the balance sheet date has been realized or is realizable and earned. Revenue
has not been recognized before (1) persuasive evidence of an arrangement exists, (2) goods
have been delivered or services rendered, (3) consideration to be received Is fixed or
determinable, and (4) collectibility is reasonably assured.

Adequate provision has been made for losses, costs, and expenses that may be incurred
subsequent to the balance sheet dates in respect of sales and services rendered prior to that
those dates and for uncollectible accounts, discounts, returns, and allowances, etc., that may be
incurred in the collection of receivables at that date.

We have disclosed to you all sales terms (both express and implied), including all rights of return

or price adjustments and warranty provisions. We have made available to you all significant .

contracts, communications (either written or oral), and other relevant information pertaining to
arrangements with our customers, including distributors and resellers.

We have adequately disclosed a description of our major revenue generating products and
services, the types of arrangements (including multiple-element arrangements) used to deliver
these products or services, and a description of the revenue recognition policies applicable to
these products or services.

We believe that the $0.5 million deposits for the purchase of logs paid to Inner Mongolian Forest
and Timber Resources Company Limited and $9.5 million deposit paid to Elderbridge Ltd. are
fully recoverably through future timber purchases and cash refund.

4
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. We are not aware of any indication of impairment on the subordinated loan due from Mandra

Forestry Holdings Limited.

. During the year, settlements of trade receivables by the customers totalling US$569 million were

made by way of making direct payments on behalf of the Suri-Wood Inc. ("SWI"), Sino-Panel
(Yunnan) Limited (“SP Yunnan”) and Sino-Forest Resources Inc. ("SFR” o the plantation owners
in relation to the purchases of tree plantations. We confirm that these fund redirection
transactions were genuine and complete. '

. During the year, trade recsivables of US$60.3 million were settled through cash deposits credited

directly to bank accounts of the Sino-Forest Resources Inc. by the remitting agents of the
customers, which are not related parties to the Company or to the management or officers of the
Company as listed below:

Name of Remitting Agents usD '000
Winner Max Int'l Ltd. $ 14,866
Suifenhe Longjiang Shanglian Co.,Ltd  $ 1,002
Imported and Exported Timber Exchang $ 1,749
Sino Richly International Lid, $ 14,194
Lifan Trading Ltd. $ 18,033
Marubeni Corporation $ 21
Oji Forest & Products Co., Ltd. $ 8
Unnamed agents $ 10,468
$ 60,341

Inventories

~

1. Inventories were priced at the lower of cost and net realizable value. Net realizable value is
the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

» Raw materials and expense materials - at the lower of cost and replacement cost.

»  Work-In-process and finished goods - at the lower of cost (including material and
labour costs and overhead costs based on actual rates) and net realizable value.

In arriving at such values, full allowance was made for defective, slow-moving, excess,
unusable or obsolete stock. Adequate provision has been made for losses under firm
purchase commitments for goods for inventory. There have been no reductions of the selling
prices of finished goods subsequent to the year end and none are contemplated.

2. Physical counts and measurement of inventories were made by competent employees under
the supervision of the management as at the year end, and the quantities were determined
by actual count, weight or measurement.

5

3B15-29, 38/F, Sun Hung Kal Centrs, 30 Harbour Road, Wanchal, Hong Kong Tel: (852) 2877 0078 Fax: (852) 2877 0062
90 Burnhamthorpe Road West, Suite 1208 Mississauga, Ontario, L5B 3C3, Canada Tel: (905) 281 8889  Fax: (905) 281 3338
www.sinoforest.com E-mail: info@sinoforest.com

250

EY-HC-2008-000114



L pN

2

EY-HC-2008-000110/6

Sino-Forest Co v‘poV‘a‘HOV\

3. Inventory does not include items not paid for and for which no liability has been recorded in
the accounts at the year end; goods on consignment from others; or goods invoiced to
customers,

Financial instruments

1.

The Company has properly classified financial assets with readily determinable fair values as
either held for trading, held-to-maturity, loans and receivables or available-for-sale. The
Company has the positive intent and ability to hold to maturity all financial assets that are
classified as held-to-maturity.

The Company has properly classifled financial liabilities with readily determinable fair values as
gither held for trading or other financial liabilities.

Our valuation methodologies have been consistently applied from period to period and we
believe that the methods and significant assumptions used are reasonable, reflect those we
believe would be used by market participants, and result in a measure of fair value that Is
appropriate for financial statement measurement and disclosure purposes. In addition, our
disclosures related to fair value measurement are complete and adequate.

Arrangements with financial institutions

1.

Arrangements with financial institutions involving compensatin'g balances or other arrangements
involving restrictions on cash balances and line-of-credit or similar arrangements have been
properly recorded or disclosed in the consolidated financial statements.

Long-term investments

1.
2.

These investments are valued at cost.

Appropriate loss provisions have been provided in the accounts for any other than temporary
declines in the value of investments.

All income for the year on the investments has been recorded in the accounts.

The cost method is used to account for the Company's investment in the share capital of
Greenheart Resources Holdings Limited as such investment does not have a quoted market
price and the Company does not have the ability to exercise significant influence over the
investee’s operating and financial policies.

Investments in subsidiaries and affiliates

We have appropriately consolidated all entities for which we directly or indirectly have a

1.
controfling financial interest.
6
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2. We have appropriately accounted for all freestanding (or eml')edded) rights and/or obligations to

repurchase the shares of a subsidiary that are held by outsiders as a financial liability in
accordance with CICA Handbook Section 3863.

Variable interests and variable interest entities

1,

We have appropriately identified variable interest entities (VIEs) and disclosed all variable
interests in VIEs. The Company has considered its related parties and de factor agents in making
the determination as to whether a VIE should be consolidated. The Company has reconsidered
the initial determination of whether an entity is a VIE and/or whether it is the VIE's primary
beneficiary, as required by Accounting Guideline 15.

Deferred charges

1.

We believe that all material expenditures that have been deferred to future periods are
recoverable.

.; Property, plant and equipment and assets under capital leases

1.

All charges to fixed asset accounts and additions under capital leases during the year represent
actual additions and no expenditures of a capital nature have been charged to expense during
the year.

All property, plant and equipment sold or dismantled and all capital lease terminations during the
year have been properly accounted for in the accounts.

Appropriate rates have been used to depreciate and amortize these assets over our estimation of
their useful lives.

Long-lived assets to be held and used, including amortizable intangible assets

1.

Long-lived assets to be held and used, including intangible assets that are subject to
amortization, have been reviewed for impairment whenever events or changes in circumstances
have indicated that their carrying amounts may not be recoverable. Our estimates of future cash
flows used to assess recoverability of such assets are based on reasonable and supportable
assumptions regarding the cash flows expected to result from the use of the assets and their
eventual disposition. Where appropriate under CICA Handbook Section 3063, such assets have
been written down to fair value.

7
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2,

Subsequent to the year end, the Company finalized an agreement to sell the particleboard
production lines located in Gaoyao, the People’s Republic of China (the "PRC"), for
approximately $29.7 million (included relevant sales tax). The agreement has been approved by
the Board of Directors. As a result, the particleboard production lines were written down to the
amount equal to the selling price less cost to sell, being approximately $26 million as of
December 31, 2008,

Further, the Company is negotiating with the buyer of the particleboard production lines for
leasing the land and building in existing Gaoyao manufacturing facility. Therefore, we do not
believe there are any indicators of impairment on the remaining assets, other than the
particleboard production machinery and equipment, in the Gaoyao manufacturing facility as of
December 31, 2008.

Events of default under debt agreements

1.

No events of default have occurred with respect to any of the Company's debt agreements.

Liabilities and contingencies = =

1.

All liabilities and contingencies, including those associated with guarantees, whether written or
oral, have been disclosed to you and are appropriately reflected in the consolidated financial
statements.

We have informed you of all outstanding and possible clain:ls, whether or not they have been
discussed with legal counsel,

We are unaware of any known or probable instances of non-compliance with the requirements of
regulatory or governmental authorities, including their financial reporting requirements, and there
have been no internal investigations or communications from regulatory agencies or government
representatives concerning investigations or allegations of non-compliance. ’

We are unaware of any violations or possible violations of laws or regulations the effects of which
should be considered for disclosure in the consolidated financial statements or as the basis of
recording a contingent loss.

The Company addressed the corporate governance allegation raised by a shareholder in 2004

and an investigation was carried out by a Special Committee appointed by the Board of Directors.

The investigation was completed in September 2004 and the allegation was determined to be
without merit. The Company believed that no litigation will be commenced by the shareholder
that initiated the allegation. The Company has never recelved other correspondence from the
said shareholder other than the initial corporate governance allegation issued in 2004.

8
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6. We consider the notice of court hearing dated January 19, 2009 received by Sino-Panel

N

(Guangzhou) Trading Company Limited (“SP Guangzhou") in relation to the acquisition of a
private entity in the PRC by Sino-Panel (Fujian) Company Limited has been improperly brought
against SP (Guangzhou). Given the amount of the legal claim is immaterial, we consider it is
appropriate to not disclose this litigation in the consolidated financial statements.

The potential severance payment and penalty, if any, calculated pursuant to the applicable PRC
Labour Law and payable to employees who may be laid off as a result of the sale of the
particleboard production lines in Gaoyao, is insignificant as of December 31, 2008.

Oral or written guarantees

1.

There are no oral or written guarantees including guarantees of the debt of others.

Share capital

1.

Share capital repurchase options or agreements, or share capital reserved for options, warrants,
conversion, or other requirements have been properly recorded or disclosed in the consolidated
financial statements.

Purchase commitments

1.

At the year end, the Company had no unusuat commitments or contractual obligations of any sort
which were not in the ordinary course of business and which might have an adverse effect upon
the company (e.g., contracts or purchase agreements above market price; repurchase or other
agreements not In the ordinary course of business; material commitments for the purchase of
property, plant and equipment; significant foreign exchange commitments; open balances on
letters of credit; purchase commitments for inventory quantities in excess of normal requirements
or at prices in excess of the prevailing market prices; losses from fulfillment of, or inability to fuffill,
sales commitments, etc.).

The master purchase timber contracts signed were all for prices that approximated market value
at the outset of the contract. The Company has neither the ability nor intention to settle any of
these contracts on a net basis.

The decision on entering into the imported wood log transactions and the signing of sales and
purchase of wood log contracts for Sino-Forest Resources Inc. are all in Hong Kong.

Employee future benefits

1.

The Company does not have employee future benefits as defined in CICA Handbook Section
3461.

2
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Consolidated accounts

1. All significant intercompany transactions have been disclosed to you and properly eliminated in
the consolidated financial statements (intercompany profits in inventories and property, plant and
equipment, intercompany balances, etc.).

N

The cost of acquisition of investments has been assigned in the financial statements to the
purchased assets (Including goodwill, after adjustment for minority interest) and liabilities in
accordance with their values as at the dates of acquisition.

Segment information

1. The information about operating segments included in the notes to the consolidated financial
statements has been prepared and presented in conformity with CICA Handbook Section 1701,
We have appropriately Identified our operating segments based on the information used by our
chief operating decision maker to evaluate operating performance of and make resource
allocation decisions among business units. For reportable operating segments that are the resuit
of the aggregation of multiple operating segments, (1) the aggregation is consistent with the
objective of CICA Handbook Section 1701, (2) the aggregated operating segments have similar
economic characteristics, and (3) the aggregated operating segments are similar in each of the
following areas:

(a) The nature of the products and services
(b) The nature of the production processes
(c) The type or class of customer for their products and services
(d) The methods used to distribute their products or provide their services
(e) The nature of the regulatory environment.
Differences between the measurements used in reporting operating segment information and
those used in the consolidated financial statements are adequately disclosed in the notes to the
financial statements.

Share-based payments

1. All grants of share-based payments have been properly approved by the Board of Directors or its
delegated representatives on or prior to the grant date, and are in compliance with the terms of
the plan from which they were granted.

2. The Comp'any has properly determined the appropriate grant dates or measurement dates for all

share-based payments in accordance with CICA Handbook Section 3870. We have recognized
compensation cost, as well as liabilities for income taxes, payroll taxes, minimum tax withholding

10
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obligations, penalties and interest, as appropriate, under the applicable accounting standards.

3. We are responsible for the estimation methods and assumptions used in accounting for the
Company's share-based payments in accordance with CICA Handbook Section 3870. Fair value
and intrinsic value measurements are based on the grant date or measurement date share price
as specified in CICA Handbook Section 3870. The assumptions used in fair value measurements
made in accordance with CICA Handbook Section 3870, represent our best estimates as of the
measurement date of expectations of future conditions.

Derivative financial instruments
The Company has one currency SWAP contract which is held for trading purpose.

The Company's records reflect all transactions involving derivative financial instruments, all
embedded derivatives have been identified and the assumptions and methodologies used in the
valuation models applied to derivative financial instruments are reasonable. All transactions involving
derivative financial instruments have been conducted at arm's length and at fair values.

Use of the work of a specialist
When the company has used the work of a specialist, the following representation is included:

We agree with the findings of specialists in evaluating the valuation of standing timber and have
adequately considered the qualifications of the specialists in determining the amounts and
disclosures included in the consolidated financial statements and the underlying accounting records.
We did not give or cause any instructions to be given to specialists with respect to the values or
amounts derived in an attempt to bias their work, and we are not otherwise aware of any matters that
have had an effect on the independence or objectivity of the specialists.

Transaction gains and losses attributable to intercompany transactions

Transaction gains and losses attributable to intercompany foreign currency transactions that are of a
long-term-investment nature (that is, settlement is not planned or anticipated in the foreseeable
future) have been reported in other comprehensive income. Transaction gains and losses
attributable to other intercompany foreign currency transactions have been included in net income
for the period in which the exchange rates change.

1
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Effects of new accounting principles

We have not completed the process of evaluating the effects that will result from adopting CICA
Handbook Section 1582 Business Combinations, Section 1601 Consolidated Financial Statements,
Section 1602 Non-Controlling Interests and EIC 173 Credit Risk and the Fair Value of Financial
Assets and Financial Liabilities, as discussed in Note 2. The Company is therefore unable to disclose
the effects that adopting Section 1582, Section 1601, Section 1602 and EIC 173 will have on its
financial position and the results of its operations when such Section is adopted.

Income Tax Matters

1. We have disclosed to you all significant tax planning strategies that were put in place during the
current year or prior years that could materially affect the current year provision for income taxes,
ot the recorded amount of tax assets or liabilities.

2. We recoghize that we are responsible for the Company’s compliance with jurisdictional tax laws
and regulations that are applicable to it. We have identifled and disclosed to your representatives
all significant methods of accounting used under the applicable jurisdictional tax laws and
regulations that materially affect the determination of financial statement amounts.

3. We have provided you all tax opinions or memoranda of law that serve as support for our
assessment of material tax positions (including tax uncertainties and determinations of the
application of interest and penalties) as well as any tax opinions or memoranda of law that
contradicted, or provided lower levels of assurance than, the opinions or memoranda of law
ultimately used by the company to support its tax positions.

4. In the books of companies incorporated in the British Virgin Islands at the consolidation level,
Sino-Forest (China) Investment Inc. (“SFCI") has a payable of USD50.78million (i.e.
RMB347,038,395) to SFR which has been outstanding for over two years as of December 31,
2008 and a receivable of USD49.13million (i.e. RMB335,814,050) from SWI. The cash flow into
SFCI in RMB was generated by SFR's operation of standing timber sales in the PRC, and then
such RMB cash was paid on behalf of SWI to the forestry owner in the PRC for purchasing
forestry by SWI. As such, SFR was lending monay of USD49.13million to SWI and SFC| was a
payment agent in this regard.

In the local books of SFCI, there has been no accounting entries/record showing the payable of
USD50.78million to SFR. There is no evidence in the audited financial statements, In the related
parly transaction forms of annual Corporate Income Tax return, in the annual foreign exchange
inspection report or in other documents of SFCI which could have suggested the existence of
such USD50.78million payable to SFR by SFCI.

The books of BVI companies and consolidated accounts as of December 31, 2008 will be
amended to comrect the accounting mistake and reflect that SFR has lent USD49.13million to
SWI and USD1.65million to SFCI.

e e s 12
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5. All standing timber sales contracts entered into by SWI and SP Yunnan have been negotiated
and signed by Allen Chan, CEOQ, in the PRC. .

6. The decision on all imported wood log sales transactions conducted by SFR, and the signing of
all imported wood log sales and purchases have been done by Allen Chan, CEO, in Hong Kong.
The instruction with respect to the range of profit margin on the imported wood log sales is given
by Allen Chan to Alfred Hung verbally in Hong Kong.

7. Contracts and agreements entered into by SWI and SFR with Authorized Intermediaries (‘Al")
with respect to the wood chips business including the sale of wood chips, while that business
was carried on, were negotiated and signed outside Hong Kong.

8. Management by SWI and SFR of cash and amounts receivable from Authorized Intermediaries is
carried on outside Hong Kong.

9. The Company does not intend to repatriate to Canada earnings of its foreign subsidiaries that
exist at December 31, 2008 in the foreseeable future.

10. All or substantially all of the administrative costs incurred by the Company (the legal entity)
including investor relation costs relate to stewardship of the Company and its subsidiaries.

Subsequent events

1. Subsequent to December 31, 2008, no events or transactions, except for the investment in the
shares and convertible bonds of Omnicorp Limited and the disposal of particleboard production
lines located in Gaoyao, the PRC, have occurred or are pending that would have a material
effect on the consolidated financial statements at that date or for the period then ended, or that
are of such significance in relation to the Company's affairs to require mention in a note to the
consolidated financial statements in order to make them not misleading regarding the
consolidated financial position, results of operations, or cash flows of the Company.

Comparative figures

1. In connection with your audit of the comparative consolidated financial statements for the year
ended December 31, 2008, we represent, to the best of our knowledge and belief, the following:

There have been no significant errors or misstatements, or changes in accounting policies that
would require a restatement of the amounts from the financial statements for the year ended
December 31, 2007, which are shown as comparative amounts in the financial statements for the
year ended December 31, 2008. Any differences in the comparative amounts from the amounts
in the financial statements for the year ended December 31, 2007 are solely the result of
reclassifications for comparative purposes.

13
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Allen T.Y. Chan v Date
Chairman and Chlef Executive Officer

4 15 MAR 2008

DavigJ. Horsley Dates
Senior Vice President and Chief Financial Officer

: ,.)

= - 15 HAR 700

Thomas Maradin Date
Vice President Risk Management
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Sino-Forest Corporation

March 31, 2009

Ernst & Young LLP
Chartered Acconntatits

In connection with the Slne-Forest Corporation's (the “Company™) consolidated balance shests
as at Deceiuber 31, 2008 and 2007, and the consolidated statements of income and retained
enmings, compreliensive inconie and cnvh flows for fho years then ended lucluded in the
Company's annual report for the year ended Decamber 31, 2008 to be filed with the Canadjan
securlties yegulatory authorities on March 31, 2000, and in conneotion with your consent tq tte
use-of youl audit report on ths abovementioned conséfldated financlel statements in the annuel
report, the representations made to you in our letter of March 16, 2008 remain current,

Certiin representations in this letter ate deseribed as being limited to matters that nve material,
Ttems ate ‘considered mnaterial, tegardless of size, if they involve an omission or misstatement of
nocounting information that, in tlie llght of surrounding elrcumstances, malkes it probable that the
judgment of a rensonable person relylug on the Information would be changed or inflwenced by
the amission ot misstatement, '

I addition to the foregoing, We also confim, to the best of our knowledgs and belief, the
following representations mado to you in connection with the procedures petformed by you to
enable you to provide # written congent,

‘General

We have responded filly to all lnquiéies made to us by yoﬁ duting the completion of your
proocedures,

We have no plans or intentians that may matetlally affect the carrying value or classification of
assete and liabilities, -

The revised untecorded swnmary of sudit difforence for the yent ended December 31, 2008 is
attached in. Appendix T, a

Unandited Financial Information

Mo consalidated financial statenments are avallable for any petiod subsequeit to December 31,
2008,
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Stno-TForest Corporation i
P ]
Minities 1
- The dates ‘of mestings of shaveholders, dineotots, committees of directors and impottant

minagarasnt cominittees ftom Janpary 19, 2002 to'the date of this Jetter are a8 fotlows:
Compensation and Nominating Gomuittes ~ February 5, 2009, March 10, 200§

W have mude available to you the minutes of thess meetings spd such minutes are complete aud
arthentic ‘vecords of such meetings, The minutes of the above mestings have not yet been
completed ot ciroulated to the Board of Directors ot the applivable committees for approval. :

s However, in ow opinion, the contiouous discloswrs documents (e.g. press releases, finanoial
ststements, MD&A, annual information fonm, ete,) filed by the Company on SEDAR singe
Jonpary 19, 2009 contain oll of the necessary materlal Information discussed at such mestings
that 18 required to be disclosed under Canadian securities legislation,

e i e v S v ) B

Coutracls
We have made available to yon all significant contvaots and agresments, We have complied with
- all gspots of the contractual agresments that wauld have 3 material effect on the financiel
S slatements in the event of noncomplinnce.
st .

Share-based Payments

All grants of share-based payments have been properly approved by the Board of Directors or it
defegated mepresentatives, on or prior to the grant date, and are in compliancs with the teims of
the plans froin which they were granted.

'The Compniy-has properly determined the appropriate grant dates or measurement dates for all :

share-based payments In accardmice with CICA 3870. We have recopnized compensation costy i

as well ag lisbilities for inboine tuxes, payroll taxes, minimum tax withhalding obligations,
— ponalties and inferest, 2 appropriate, under the applicable acconnting standards,

We are tesponsible for the estimation mothods and assumptions nsed in gogounting for the
Company's sharg-bagad payments in accosdance with CICA 3870. Fair value and intringio value
- measutaments ave based ost the grant date or measurement dato share prlod as specified in CICA.
9870, The aesuraptions used in fair value measurements mpde in accordance with CICA 3870,
represant onr best esttmates ag of fhie measurement date of expectations of future conditions,

M15-20, 2871, San 1Py Kad € entee, 30 ¢ lochoue Rewd, Whischiod, § tong Kong Tok (857) 28770076 1 (BS52) 2677 QUG
9 Marreibanablmepy Renwd W, Sufte | 20K Mimlsavgg, Outarks, 150 303, (Cunada "Tols (905) 281 BRBY T (9U9) 201 3338
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Sino-TForest Corporation

Subsequent Events

No events, transactions or changes in accounting policles and pressntation bave ocoutted glnce
the data of ot provious letter or ate pending that would have @ material effect on the andited
financial statementy included in the Company’s annual report or that ave of such slgnlficance in
relation to the Company'a affiirs to requits mentlon In n note Lo the andited financisl statoments,
in ench case in order-te make them not misleading regarding the fivancial position, resylts of
ojserations, or cash flows of the Company and in accordance with generally accepted acconiting
ptinciples aa of the date of this letter. We have performed procedures to kdentify aubsecmanl
events up to and Including Mavch 31, 2009,

t

Approval of Document

The Annual Report stnd Annual Information Form have been appoved for release by the board of
divectars of the Company,

\

Allen T. Y, Chan
Chuirman aiid Chief Bxecutive Officer
Dote 3\ Flawy 2505

David sley m/ :
Senior Vice Presidedt and Chief Financial Officer

Thomas Maradin
Vice Presidgnt Risl Mannjzeiont
Date ¢ % ¢
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@

Sino-TForest Cor paration

March 16, 2010

Ernst & Young LLP
Chartered Accountants

In:eonnestion with your-audit-of the conselidated finaneial statements: ‘of Sing-Forest qupgrﬁﬂan (ihe
“Company”) as of December 31, 2009 and 2008, gnd for the years theh ended, we recognize that
obtaining representatiods from s concerhing the.iiformation contained in- this Ie[fer is:a significant

procedure in enabling you. fo form an opinion whetherthe consolidated financial stafements: prdsent

.....

fairly, fn all material respests, the finahdial position, Fesults: of -Operations, -and eash flows GF Sifio~ .

Forest Gorporalion in accordance with Canadian-generally accepted accounting pringlples,.

We understand that the purpose’ of your-audils: of -our finanicial statenmientsis to express &n, ppinion
thereon and your audits were canducted in. actordarice-with ‘Canadian generally acceptad -auditing
standards; which hvalve an-examinalion. of the-accounting-system, inferhal coritrol and related data
1o{he extent you considered necessary inihe eireumstaiices.. It is-iot desigried toddentify; hor can it

] necessafily be expected to disclose, fraud; shortages, errors and other irregularities; should any exist.

Gertain representalions i {his:letier are deseribed as:helig: limited to:mattersthat aresmiaterial. flems

are considered material, iegardlass: of sizé; if they involve An-omissioh-or misstatefent of financlal
staternent infermmation that, in the-. light of surrounding circumstences; makes. it probable that the
Judgment of a.reasonahle persan telying pnihs, mformatton wetild: be ghianged ar influgriced hy’ the
amiission or inisstatemerit.

Accordmgly, we make-the followmg representatlons as of March:15, 2040, which:are true to'the basf
of dur knowledge:and belief:

_Finangial statemants and-financial records

1, ‘We acknowledge that, as. memibers of tnanagement of the Compaty, we aie responsibie for the

fair presentation-of the cofsolidated finantial statemeiits. We beliové tHe: éonsolidated finahcial
statements referred o above- present faitly; in all material respects; the flnancial position, results
of -operatioris and cash flows: ofthe Coimpany. ih. accordarice with Ganadian generally accepted
accounting principles.

2. The significant -accounting -policies adopted in the preparatlon of the consalidated financial
statements are fully-and fairly described inthe fihancial'statements.

3. As members of management of the Company, we belisve that the Company has a system of
internal controls adequate {o pefinit lhe preparatlon of accurate fmanCIal statements in
accordance with Canadian generally aceepted accountlng principlées.

3815-29, 38/, Sun Hung Kai Cenlree, 30 Harbour Road, Wanchal, Honq Kdng Tol: (B52) 28770078 Fa: (852) 2877 0062
00 Bumbhamthorpe Road West, Sulle 1208 Mhassqugﬂ Ontdrio, L5B 3C3, Conada Tel (905} 20180089 Fay: (905) 281 3338
vany.siholoresl.com E-mail; ln!’a{fﬁsmo[orusl com
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Sino-l—orest C:ur*r’on ahon

Fraud and efror

1.

We acknowledge that we: are responsible:for the désign andimplémeiitation of: |ntemal controls
te: prevent and detectfraud and error;

. We have. asséssed the risk (hat the cofisdlidated: financial statémants may bé matérially

misstated as-avesult-of fraud and havedetermined such riske be lows.

We have no krowledge of iy fraud ‘of ‘stspeoted: fraiid affecting the antily:- invelving
‘mahagement; empjayees who have signifieantroles. in internal control; or-others, where the fraud
.couid:have a non-trivial effect on-the consolidated financial statements, We have. no knowledgs
of any allegationis of fiaud or sus;\aect’ed fraud affecling the Coempany’s conhSolidated financial
statements tecelved ih communications from employees; former-employees; analysts, regulalars,
or others, In dddition, al "whlslle -blawer”allsgations coming to our: attanllon have been disclosed
10. yau No frregularities or-shorlages have oeelired and nothing -has ¢ome to. light- Which might

reflect upon the heriesty-orintegrity-of any Bmptayeeaagant nmfﬂcer of.the Company.

yDu during ymur audl! as summarlzsr,l in iha aec@mpanyln,q schedula, are immaievlal boih
individually and in the aggregate, ta the. corisdlidated financial statements talceri as a:whole:. In
addition, to:the extent that audit differerices: Favé heeh subseguently. identified in the: current
period that: affect:prior year finanglal statements; we: ‘have eyaluated the-effect of gorrecting prier

" year consolidated “financial. statemerits. and. beligve: that the effests of the unracorded audit

_liegal acts
-1, We are not aware of any illegal or. possibly illegal:acfs, as:defined iy CIGA Handbook Section .
5136 ;
Independence
1, ‘Based on inquirles we have madeé-of ouir-officers; diréctors, and:substantial shareholders, we-are
not aware of any business. reiatienship belween: any such officer, direclor, .or substantial
stockholder (or any entity for or of which such:an officer or diregtor adts in & sirhilar capacnty) and
Ernst & Young LLP or any other member firm-of the global- Ernst- & Young organization (any- of
which, an "EY Entlty’) other than one pursuant fo which an EY Entity performs professional
services., For this purpose, a “substantial -sharehelder® Is a pérson or entity (excluding mutual
funds) that owns five percent or more in the Company.
2. We are not aware of any reasen that Einst & Young LLP would nol be cons:dered to be
independent for purposes of the Company’s audit,
2
3815-29, 38/F, Sun Huny Kai Cenlre, 30 IMarbour Road; Wanchai, Jdong Kong Tel: (BH2) 2877 0078 Fox: (852) 2877 0062
90 Burnhamihoipe Road Wesl, Suile 1208 Mississauga, Oilarlo, L58:3C3, Ganada Tel: (905) 201 8889 Fax:.(905) 261 3338

. differences are immaterial,. both Ind:wdually and in 1he aggmga{e. 1o the pﬁﬂr'year consolidated

fingncial statements takeri:as a-whols. ey o
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j: ( Sino-Forest Cor |Fovation:

"Conflicts of interest

1. There are no instances wihere- any -officer -or.employee ‘of the: Gorpany has an. interest in a
company With which tha ‘Company..doés businéss dhiat would: bs corisidered. a “conflict: of
interest: Such an intsrestwould be contrary to:Gompany policy:.

Completeness.of informatioi

1. ‘We have made available to you gl firangial regords and related data and allminules of the

_eelings of shareholders, directors and commiitéss of difgstors (oF summaries of: acliens :of

recent meetingsfor which minutes have not yet been prepared)-held throygh the:year fo the most
recenit mesling tn January 25;:2010,

2. We also. have made -available to you all sianificant ‘contracls and ‘agreements and have
communicated 1o, you. all-sigrifficant. oral_agteements. We ‘have. complied with ‘all aspecis of

‘contraciual agreerments that ‘Would have :a ‘materfal .effect: on. the dongolidated financial

sstatements in-the event of noncempliance,

3. There aire ‘1o tréinsattions of :a material nature, individually i the: aggrégate, that fhiave. not

been properly recorded in the acoguniing Tecords wnderlying the consolidated. financial

statements,

A. ‘We have disclosed to you all- known relatéd parties and related ‘party ransactions; Trichuding
“sales, purchases; lToans,. transfers of assels; liabilities: and services, leasing arrangements,
iglaranitées, non-fonetary tensactions aritl ttansactions: for fio eohsideration for the. periad
_ended, as well.as related. balances due fo ‘or from -such parties at:the -year-end.. These
transactions have been properly measured.and disclosed fn fhe. :consolidated finandial
stateméhts. o '

5. Ag it refdles to share-hased payments, we have made available to-your tepresentatives all plan

documents .and data ielated to granting, vesting, exerajsing, 'Gancell"ih._g(. and forfeiling -share-
based payments, inéluding medifications o existing plans o previously granted-awards:

'Recognition, measurement and disclosute

1. We believe that the sigriificant assumptions underlyinig fih_e fail ‘value measuremenlts and
disclosures used in the preparation of the consolidated financial statemenits. are reasonable and
appropriate in the circumstances.

2. We have no plans or intentions that may materially- affect the carryirig value orclassification of
assets and liabilities reflected in the conselidated fingnelal statements..

Risks and measurement uncertainties

1. The nature of all material measurement uncertainties has been appropriately disclosed in the
consolidated financial slatements, including-all estimates where it.is reasonably possible-that the
3

3815-29, 30/F, Sun Hung Kai Cenire, 30 Hasbour Road, VYeanchal, Hong ISong Tel (852) 28‘/.'/.9'078 Fax: (B52) 2877 0062
90 Burnhamthorpe Rond Wesl, Suile 1208 Mississauga, Ontiido, L5B 3C3, Ganada Tel: (905) 28 8889  Fox: (905) 281 3338
vavw,sinoforost.com E-mail-info@sinolorest.com
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Sino-TForest Corporalion

2.

4.

estimale, will change’ in the near term and the .effaet of the .change :could. be material to {he

consoiidated financial statements.

"The Gempany- believes. that. the judgements .and. estimates used:in galculaling the Tncome tax
provision represerit the appropriate fikelhood of various-gutesmes ocgurring, .

BOwnership of assets’

The Gompany has satisfactoryitleto-all assets appealing inthé consolidated balance shieet, and

there are no liens or encumbrances on thie Company's assels, rior‘has: any assel been: pledged
excépt 88 disclosed in-the Gorniselidated fifiancial statembnts. All assets 10-which the Gompany -
has:salisfactory title appear in conselidated the: balance-sheef. ' i

“The Gotnpany has proper titles and rights onall fimber holdings as recorded on the consalidated

“balance-sheet as of December 31, 2009. There-were no:hatural disasters with respect to arly. of
the Company's plantations during ‘the year entded Degember 31, 2009. All timber holdings are

fully covered by: insurance policias. The Goripany does not have significant . asset retirement

obligation-en its plantationsinthe People's Republic:of China {the:*PRCY).

Related party transactions:

1.

.. conselidated financial Staterments.

Transactiotis Wit Feldted paities, as defined in TIGA Handbook Seotion. 3840, and refaied

amounts recelvable or payable, including sales, purchases, loahs, transférs, leasing
arrangements, and -guararitess,. have ‘been properly recorded. -andlor- disclosed T the

“Morsover, no related parlies-have bieen involved. in the seltlement process between authorized
‘intermadiaries and any subgidiaries of the Company on thebalances.of acgounts receivable and

accounts payable. We confirm dhat these fund redifection transactions were:.genuine: and
complete. i : .

Receivables and revenues

1.

Receivables represent valid claims against:the debtors indicated-and da not include-aimounts for
goods shipped or services provided subsequent fo the balance sheel dales, goods: shipped on
consignment, or other types of arrangements not:constituting salgs. All revenue recognized as of
the balance sheet dates has heen realized or is realizable and earned. Revenue has not been
recognized before (1) persuasive evidence -of an arrangement exists, (2) goods have been

delivered or services rendered, (3) consideralion to be received is fised or determinable, and (4) -

collectibility is reasonably assured.

Adequate provision has been made for losses, costs, and expenses !_hat may be incurred
subsequent to the balance sheet dates in respect of:sales and services rendered prior to those

dates and for uncollactible accounts, discounts, refurns, and allowances, etg,, that may be

incurred in the collection of receivables at those dates.

3i15-29, 38/F, Sun Hung I<ai Centre, 30 Harbour Road, wWanghal, I1ong.Kong Tel: (B52) 2877 0078 Fax: (852).2877 Q0B2
20 Burnhomthorpe Road West, Suile 1208 Mississauga, Onlario, L5B'3C3, Canada Tel: (005)-281 BBBY  IFax:(905) 281 3238
v, sinoforest.com E-mail: info@slnoforesl.com
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We have disclosed to you all sales terms (bothexpress and implied), indluding all-rights-of return
or price adjustierits and warranty frovisions: We haye made available to you all sighificant
contracts, communications (either wrilten- or- eral), and: ether relevant. information pertaining to

arrangemetitsiith cur customers, including distributors and resellers.

.. We have adequately disclosed a. desariplion of our major revenue generating products -and

senvises, the types .of arangements {including miltiple-element: arrangements) :used to: deliver

these. products -or serviges, and a deseription iof. the: révshue. recbignition policies applicable to
" these:products’er. serviess. : S dade o

We are discussing. with dhnef Mongolian Forest ‘and Timber Reseurces: Gompany. Limited
(IMFT"), Eldeibiidge Ltd. and its shareholders 6r1-anew repaymerit schedule for the 0.5 million
deposits for the purchase of logs paid to IMFT and $9.5 million depesit:paid:to Elderbridge: Ltd.

refund,

Wa -expect these-deposits will- be. fully recoverable by futuie timber ‘purchases @nd/or cash

We are not awsdre:.of- any.. indication -of impaiunent on the subordinated lean and. interest
Ffecsivable:frofi. Mandra Foresty Holdings Limited: o

. Duwring the-year, selllements oftrade receivables hy thescustomers:totalling :US$904 millien were

mada by way of naking ditect paymenis oh behalf ofthe Siri-Wood Tne: ("SWI")and Sino-Forest

.. Resources Inc; ("SFR")to-the plantation-owners. in ralation o the prchases: of teé plantations,

We confirm. that these-fund redirection transactions were genuing:and complete:.

;. During the ‘year; trade: receivableés of US$120.4 millioh were. settiéd through césh cllejm&.it's‘

sredifed-directly to bank accounts-of the 8FR by:ilie remilling agents:of fhe:oustomers, which-are
Tt felated, pattis to. the Gompany-oF o the management.or ofiicers of the-Company as listed
below: AR ' i SRR s

Name of Remitting Agerits k L ysH-000:
Winner Max Int’l. Lid. ' 34,516,656
Imiported and Exported Timber Exchange | 699,896
Siho Richly Internationa) Lid. : 34,791,019
Lifan Trading Lid. 40,494,241
Unnamed agents 12,696,444
120,495,256

Inventories

1.

Inventories were priced at the Jower of cost and net réalizable value. Net realizable value Is the
estimated selling price in the ordinary course of business.less the: estimated costs of go_mpleﬂon
and the estimated costs necessary to make thé szle. '

» Raw materials and expense materials - &t the lower of cost and replacement cost.

3B15-29, 36/, Sun Hung Kai Contre, 30 Harbour Road, Wanchal, Hong-Kong Tel: (:I_JS?) 28770076 Fox: (852) 2877 0062
90 Burnhamlhorpe Road Wesl, Suile 1208 Mississaugd, Ontailo, L5B 3C3, Canada Tel: (905) 28106809  Fax (905) 2571 3338
wwwy.sihoforest.com E-mail: infogsinolores).com
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and overhead costs based on- actual rates) and net [eallzable va]ue

Included in the batance-of woaod logs, thare:is apprOximately $11 ritfiion (g tons) warth.of Hanan
Yellow Rose wood 16gs, which has fille mavement in the past2-years. We:confifmad that Hainan.

. Yellow Rose Is a precious specie and there is no valyation concern. We: represented the fair

‘value of the 9 -tons of Hainah Yéllow Rose weod logs exceeds lts carrying value as.at the

balance sheégt.date:

In.arriving. at such valugs, full-allowance Was made:for defsctive, slow—movmg, exegss, unusable
. or obsolete stock Adequate prowsaon has been made for bilfud sales con‘tacts ln exce.s.s. of

-'prices of fimshed goods subsequehi i.o the' yaar ﬁmd and::_ _..ne are contemplated

2. Physical counts and measurement of inventories:were: made by sompetent eriployéés uhder the:

supervision of the. management as atthe:-year end, andthe quantltles were determined by-actuat
counf; weight or-meastirement,

geoounts at'thie year encl. goods 9:1 consigninent frory: others , Or goods: nvoiced ’to oustomers.

~ Finangcial instruments:

ancial assets. withr readily :determinable ‘faif values as
. loans: arid recelvables ar, available-for-sale. The
all financlal -assets: that ‘are

either held for trading, held-to-matu

. Gompany has the positive intent.-and ability to- hold 1o naturity’
;class;l[ed as held-to-maturity. The Gompany:. has the. stjtlve
all financial assets that are classified as: helddo-raturity.

2. The Gompany has properly -classifisd financial liabilities with readily: determinable; falr values as

either held‘for tradmg or.other financial fighilities:

3. Our valuafion ‘methodelogies have been consistently applied. from peiiod 6. period. and we

. believe that the methods arid mgmﬂcanl assumphons uoetl are. reasonable,. reflect those” we
believe would be ‘Used by market participahts,. and. result in a measure of fair value that is
appropriate for financial statement measurement and’ disclosure purposes.. In addition, -our
disclosures related to fair value measurement arg: complete and adequate

Arrangements with financial institutions
1. Arrangements with financial institutions .invelving coinpensating balances or other arrangements

involving restrictions on cash balanoes and line-of-credit or similar arrangements have ‘been
properly recorded or disclosed in the: consolidated: fnanmal statements. .

3815-29, 38/F, Sun Hung Kai Cenlre, 30 Harbour Road, Wanchal, Hong Keng Teol: (862) 2877 0078 Fox: (852) 2877 0062
90 BurnhamthorpeRoad West, Suile 1208 Mississauga, Ontario, L5 58 3€3, Canada Tek (905) 281 0889 Fax: (905) 281 3338
wew sineloresl.com E-maik; info@snoforesl.coin
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Long-term investments
1, These.invesiments are valued at cost:

2. ‘Appropriate loss provisions have been pravided in thi: dccounts for aiiy: Gther than. termperary
declines in the value of investments. '

* 3. Alincome for the year-on theinvestments has biean fecorded in tha'aceounts.

4. The cost melhod Is used to aggount for the Company's invesiment in. the share eapital .of
Greeribearl Resources Holdings Litited (‘Greenheart’) and Mandra Forestiy Holdings Limited
as stich investments o not have. quoted market prices and. the: Company does: not. have: the.
abllity-fo exercise significantinfluence overtheinvestees operaling.and financial pelicies.

Irivestments in subsidiaries and affiliates

" gontrolling financial Interest.

2: Wi have appropriately. accounted for all freestanding:(or ‘amibedded) rights: ndlor shiigations:to

fepliichasé the shares: of .a Subsidiary: that are: held: by cutsiders as a financial abiity. in
accordance.with CIGA Handbaok Section 3863,

" Variable interests and variable iterest enifities

1. We have appropriately, identifisd variable interést enliies (VIES) and disclosed all vatiable

e

- Interests In VIEs. The Company has-considered iisirelated parties and de fagtor-agents in making
this determination as.to whether-a VIE should be: consolidated. The Company e reconsidered

the “inilial -determination .of whether an entity is & VIE: and/or: whether it is. the VIE's prifiary

benefigiary; as requited by Accounting Guideline 15

2. “The Company toes hat have. any representétion in the board of directors: of Qmnicorp. Limited
("Omnicorp”) nor the ability 1o parlicipate. in policy-making. process In ‘@miicorp. As well, the
Company does not have special right to appoint. a member. of the beard -and they can only
neminate individuals to the board which is subject to.élection by lhe sharehsldérs of ©mnicorp.
The Company is not ableto exercise significantinfluence over financing:and.aperaling policies of
Omnicorp. Further, the Company: does nhot provide. of 8xchange any mangagerial personnel or
provide technical support to Omnicorp. Moreover, the. Company does -not have. the benefit- of

obtaining financial information other than-that available through public:sources.
Deferred charges

1. We believe that all material expenditures :that have been deferred to future periods are
recoverable. .

3815-29, 38/F, Sun Hung I$ai Cenlre, 30 Marbour Road, Wanclial, Hong Keng Tel: (352) 2877'0078 Fox: (852) 2877 0062
90 Burphamthorpe Road Wesl, Suite 1208 Mississatga, Omalo, LS8 3C3, Canatla Tel:(005) 281-8089  Fax: (905) 281 3338
voaww.sinoforost.com E-mail: info@sinoforést.com
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“Property, plant and equipment and assets under capital Jeases.

1. All gharges to fixed asset accounts.and additions under capital Iease's..d.t'l‘rfi"hg the year represent
actual additions and na expenditures.of |- capital nature have been charged to expense:during
the year. ' I '

2, All property, plant aid equipment:sbld:oF dismantied and all capital leass terminations durng the .

year-have been properly.agcounted for in the ageounts;

3 sApplopiiate rétes havie heen.used fo:depresiate and arfiorizethase agsets oyerour esfimatian of

their usefill Jives.

“Long-lived assets'ta be feld.and used, including, amottizable intangible assets

4, Lengived assets 1o ‘be held and used, including intangible assefs that are subjeet. fo

arnortization, have beeh reviewed forimpairnent Whenever-evants or chariges in circlimstances

“have:indicated that their carrying amounts may not be recoverable: Our esfimales of future cash
flows “used 10 assess recoverabilily -of :such assets. are: based oh reasoiable -and supporiable
assumplians regarding the cash flows. expected:to resuilt from the. usel of the assels: and their
eventual digposition. Wiigre appropriate’ underGIGA Handbook-Section 3083, such assefs have
‘béen wiilten down o fair valie. L v

2. Furiher; the Gompany entered into lease agreement with the buyer of the pariclehoard

. production lines' for leasing ‘{he remaining undisposéd. land .and building. - existing Gacyao
“ manufacturing facilily. We do not believe there is any Indicaior ‘of impairment on the land and
bulldirig of the particleboard facility. in Gaoyao: and thé flotiring Facility in Buzhoy, he PRG, We

. confirm that the Stzhou equipmént .and machinery are I goad condition dnd-expect lo operate

these equipment and machinery for at least @ more-years.from January 4; 2009:

1. No events-of defaull have oecurred with respeét 1o any ef the Company’s debt:agreements,

- Liabilities and confingencies

1. All liabilities and contingencies, including those. assgcialed with.guarantees, whether written-or
oral, have been disclosed to you.and &re ‘appropriately teflected in the consulidated fihangial
statements. h

2. ‘We have iriformed you of all outstanding arid po.‘ssi',b’le, claims, whether or net they have been
discussed with legal counsel.

3. We are unaware of any known or probable instances. of non-compliance wilh the requirements of
regulatory or governmental authorities, including their financial reporting and registiation
requirements, and there have been no internal invesligations or communications from regulétory
agencies or government representatives coricerning investigations .or allegations of non-

8
3015-29, 3847, Sun Hupg Kal Cenlre, 30 Harbour Road, Wanchal;, Hong Kong Tel: (852) 2877 0078 Fuxi (852) 2877 0062
§0 Burphamthorpe Road Wesl, Suile 1208 Mississauga, Ontario, L5B.3G3, Canada Tel: (805) 2618889  Fax {905) 281 3338
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compliancs.

4. We are unaware of any violations.or péssible-violations: of laws:0F ragulations thé. effects of which

sheuld be considered for disclosure in, the censolidated financlal statements: or-as: the: basis. of
recording a contingent loss.

" . 5. . The Company has. assessed the compliance on the. debt covenants related te its long:term

‘debls. The Cothpariy detefiriined that it hias somplied with all debt covenafits aid thire 5. fia
default'on any-of {he long-term débts. . =

‘Oral orwritten.guarantees

"4, “There are no-oral or Written guarantees: incliding guarantees of the debtof-others.
Share ¢apital

1. Shiare capilal repurchase aptiofis or-agréererits, o sharé capital teserved for options, Warrahls,

canverslon,.or other requirerments have been-properly recorded or:disclosed in ihe sonsolidated
financial statements. . R e ! T &

" ‘Purchase spmmitments

1. At the yearend, the Company had no unusual commitments.or contraciual obligations.of any-sort
which Wwere not inthe ordinary:gourse of business and-which might-have-an adverseeffest upon
‘e, coifipany {e.d., contracts or piifchase agreeiiients Sbidve- market price; repurchase. arother
agreements not In the ordinary course of business; material: commitments for the. purchase: of
‘property, plarit and equipment; sighificant forsign excliange: conrmitments; open balances -on
letters of credil; purchase: commifiments for inventory quantities in exeess of fermal requirements
or al prices in excess of the prevailing markel prices; losses from fulfilment of, or inability-fo-fulfll
gales cormmitments, ele.). B o

2. The master purchase timber contracts signed were all for priges:that approximated market value
at the outset of the contract. The Gompany: has vislthgr- the-ability nor intention. to, settle any of
these-contracts on a net basis. '

3. The decision on entering into the imported wopd ],og' transactions and the. signing: of sales and
purchase. of wood log contracts for Sino-Forest Resources.Inc: are.all in Hong Kofig.

Employee future benefits

1. The Gompany does not have employee future benefits as defiped in CIGA Handbook -Section
3461. ' .

3015-29, 3/, Sun Huny Kai Centre, 30 Harbour Road, Wanchal, Hong Kong, Tal: {852) 2677 0078 !fa);: (HS_@ 2877 0062
90 Burnhamthorpe Rond Wesl, Suile 1208 Mississauga, Onlario, 1513 3C3; Canada Tel; (905) 281 8889 Fag {905) 201 3338
vaw.sinoforest.com Email: inlo@sinoforesl.com
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Cohsolidated accounts

1. All significant intercompany transactions have been disclosed o you and properly elifinated. in
the-consolidated financial statements {intercompany profits in inventories ahd-property, plant-and:
equipment, intercompany balances, etg,). -

2. The cost: of acquisition of investmients has beén assighed Tn. the fianclal Statements to the.
purchased assets (including goodwill,. after adjustrent for minority Interest).:and ligbilities in
accordance With their valuss @s at the-datés-of:acquisition. ‘ S

Begment infarmation

-4, The information abiout operating segments: included in the notes: lo ihe -consolidated financial

slatemenils hias been prapared and presefited in copformmity-with GIGA Handbook, Section 1701,
We have appropriately-idenfified our operating segments:based of the Information. Used by ‘our
chief operating degision maker to ‘evaluate: operaling: performange, of and. make Tesource
allogation decisions amorig Business units, Fof reportable-opgraling segiments:that are:the: resull
of the: aggregation of multipte operating: segments, (1). the aggregation 16 consistérit with -the
ohjoctive of GICA Handbook Sectiof: 1701, (2) the-aggregated operaling segments: have similar
sconomic-characteristics, and (3) the dggregated gperating segments: re-similar in: each of the
fallowing aress: _ Ty e ' R, R

{a) The hatuié ofthe prodilcts and serviges.
“(b) The mature.of the pradugtion progesses
&) The tjpe o class of Gustomer for their products and services
{(d) The methods used to distribute:their products or provide:théif services
(&) THe riature of tfie regulatory environment, '. .
Differences between the measurements used in teparting -operating segment ifnf.cb"mﬁ',ia:fion-.aind
those used in the consolidated finangial statements are‘adequately. disclosed.in the notes:to the
financial staternents, K e
Discontinued operations
In 2009, all risks and rewards of the particleboard line operation in Gaeyao, the PRT, have been
transfefred from the Company to the buyer. We have- no significant continuing' invelverment (as
defined in Emerging Issues Committee 153 — Applying (hie Conditions in CIGA 347527 'in
Determining Whether to Report Discontinued Operations), The operalions and cash flows of
particleboeard line operation in Gaoyao, the. PRC, have been eliminated from the ongoing operations
of the Company as a result of the disposal transaction,

The particleboard line is subject to custom-duty clearance in the PRC but we éxpect to recover.any

10
36815-29, 38/F, Sun Hung KKai Centro, 30 Harbour Road, Wanchat, Hong Kong Tel; (852) 2677-0078 Fau: (852)-2877 0062
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‘cosls relating to custom duty clearance. from the buyer. We estimated we will incur value-added tax

of approximalely $2.6 million relaling {o the disposal of the ‘particleboard lines based on ihe

propoition of new-and used fixed assets on the Company's book and record: We-confirmed that na.

addilional expenses are-expected o incur on the particieboard:line on:geing forward hasis.

We believe {he potential severance paymerit and penally, if any, caloulated pursuant to. the:

applicable PRC Labour Law and payable: to-employees who fndy he Jaid off as & rgsult of the, -

disconfinued operation, is negligible as of December 34, 2009,
No -signifigant, evenls have oecurred or -eircumstanees: have afisén that “wollld fequire the
reassessment of the tlagsification of the disgentiigd: of wiotd ¢hips Busingss and particleboard ling
‘operation as discoptinued operations. : "

‘Share-based payments

1. Allgrants of share-based payments have been'properly approved by the Board of Directors or ils

- delepated fepresentatives-on or priora:the grant date, and: are:in compliarice with:the. teirns of

the plan: from which fhey- ‘weie granted. Délegation of thé.authiority 1o grant share-based

© payinents is williin-the Board's legal rights, and in aceerdance:with:the terms ofithe applicable
 ‘share-haged paymient plan(s). ' :

2. The Company has properly-determined the-appropriate:grant dales or measurement.dates-for <l

share-based payrients in. accordance with CIGA. Hantbook: Sectien. 3870. We have: redognized

compensation cost, ‘as well as liabilities for incomé takes, payioll taxes, mikiroum tax-withholding -

obligations; penaliies and interest, as:approptiate; under the appligable acsounting:standards.

3. We are résponsible for ihe eslimation methads and assumptions. used in aggpunting forthe

Company's share-based paymenls in accordance with CICA Handbook Section 3870. ‘Fair: valug
.. &nd intrinste value measurements aré based on the.grant date or measyrement datesshare price
as spécified in CICA Handbook Sedtion.3870. The-assuifiptions usedin failr value:measurements
made in accordance with-CICA Ftandbiook Section:3870, represent our best esfimales as of the
‘measurément date:of expectations of future conditians, ) '

4, ‘There are 121,000 stock options granted to Mi; David Horsley with oiiginal expiry. dale on
September 9, 2009, and 105,000 stock options .granted to Mk Edrund.Mal willv original expiry
date on May 11, 2009, which afe still outstanding at Degeriber” 31, 2009. The: expiry detes of
ahove options were extended because the original expiiy ‘dates: of these oplions fell within a
‘blackout period. As a result, pursuant to the terms of the-Company's stock oplion plan, the expiry
dates of these options are extended to-the.8th business day after the end of the current blackout
period which commenced on December 21, 2009, g

Derivative financial instruments

The Company has one embedded derivative, being the convertible -option of Omnicoip’s convértible,
bonds. '

11
3815:29, 38/F, Sun iHung Kai Cenlire, 30 Harbour Road, Wanchal, Hong 1<ong Tol: (B52) 2677.0078 Fax: (852) 2877 OPG2
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*The Company's tegords reflect all ransaclions ‘invelving. derivative: financial instruments, all

einbedded dérivatives have been ideiitified and- the. assumptlons and - methodologles used. in the

. valuation models applied to derivativé fihancial instrUménts aré.reasonable. All: transaetions irivelving

derivalive finangial instruments have been conductecl atafm S length and al fair values
Use of the'work of a specialist |
We agree with the findings: of specialists in. evaluatiig the valuation of standing. timber and have

adequately cons:dered the qualjﬂgatlons of the spec[alists in e{etermining the -amounts and
disclosures ingluded in the consglidated firancial statements and-ths underlying accouriting Tecords.

- We did: not .give or cause any Ihstructions te-be given o specialists with respest. fo the values -or

amounts:derived-n. an atteript Yo. bigs their work, andwe are nof olherwise aware of any mattera that

“havé:had-an effect on thé ihdépenderice:or abjectivity '6f thi: s;aeclallsts

Transaction gains and losses: attributalile. to intercompany transactiohs:

.. Transaction gains and losses alliibutable to mlercompan;r fareign clrrency- trarisactions that are
. of a long-teri-investment fhaiuie (thal is, seitlemant ds ol plannied or anticipated jn- the
- foreseeable fulure) have been reparted i, other:comprehensive ingome. Transaction yalns -and

Iticome:farthe. period in whichihé exehange rates change.

2. All'subsidiaries are'lrealed as se]f-susta!nlng operations since. (1) the cash flows, (2)selling

- piices and markets of the subsidiaiies’ prodicts; (3) labeur, matenals.and other: costs, and (4)
thefinanging-of-the day-lo-day- operalions of each enlity arezinsujated from the Company. As well,
the subsidiaries eparate independently i RRG:and do not-have other slgnifmant inter-company . .
trarisadctionswith the Compariy.

3 Infer-company halance mainly included three ca’[eqorles wh|ch are eurrent aecount, inter
comripany-interest, and inter-company: loar. There areno Uhusual intér-corpany trafisactions and
all inter-company leans have been propetrly eliminated, Allinter-company. loan and inter:company
intetest.are considered net investmerits in the subsndlanes .

Effects of‘new accounting principles

We have not completed the process of evaluating the effects that will résult from :adopting CICA
Handbook Section 1582 Business Combinations, ‘Section 1601 Consolidated Financial Statements,
and Section 1602 Non-Controlling Interests as discussed in Noté 2 1o the consolidated. firancial
statements. The Company is therefore unable: to disclose the effects that adopling Sectiori 1582,
Section 1601 and Section 1602 will have on iis finahcial position; and the: results of its operations
when such Seclion is adopted.

Income Tax Matters
1. We have disclosed to you all significant tax planning strategies and transactions that were put in
12
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© orders orveguests asstnci ated with approvmg saleiof-he F’RG plantaﬂdn wete carrred -out olfside

place.during the current year or prior years that could matenally affect the elirrent year prowsron
for incainie taxes, or the recordéd arounitioftax assets or liabilities..

We recognize that we are Tespensible: for the Companys compliance- With junsdlctlonal tax laws
‘arid regulations that are-applicablé to.it. We have idéentified and:disclased to yourrepreséntatives
all significant methods. of .aecounting ‘used under the applicable: jurisdistional iax laws .and
regulations thal matarialiy affect the determination-of: finangial stalement.ainounts. )

We havé provided you &l opinions of membranda of law {tax:or other) that.serve as support-for

“our. assessment of matenal fax posrtlons (lnc!udlng tax unqarramtlea and determinations: of the
japphcatlon of‘ifterest and penalties)zas: well ‘as-any: opinions-oF mermorarida of law (tax or other)

that:contradicted, or provided lower levels of assurance than, the opinions or memoranda of Jaw
ullimiately used by’ the:cornpany lo:support its: {ax posihcns

All plantation.sales.conitragts: entered infa by SW|,Siho-Panel (YunnanyLimited ("SPYurinan®):er
othar subsidiaries incorperated n. Virgin islands (the: "BV -Subsidiariés?). have been
negotiated and-signed by Allen: Chan, GEO; 4. other embers of management in the PRG: All

of‘Hoeng Kong.

The dacision on all imported wood log salgs frapsactions-conducted by BFR, and the: slgnmg of
all imported-wood fog sales.and purchases have:been done by Allen: -Ghan, BEQ, i Hong Kong:

* "The instruetion with respect te the:range of profit-margin en the: imparted weed log sales js given

10.

by AllenChan to-Alfred. Hung ¥erbally.in Hohg lSeng..

Management of ‘cash ‘and amoeiunts recelvable from: authorlzed lntermedlaries by 8Wi.and SFRis =

carfied on outside Hong Kong..

Alliinterest bearing:Joans made by Hong Kong-resident companies are 1o stibsidiaries that:do not
have.bank acecourits in Hong Kong.

The Company does. not intend to. repatriate to Ganada or PRC. earnings.of its BVI. Subsrdlarles
that.exist at:Deceimber 31, 2009 in the foreseeable- future

We have disclosed to you all tax positions .and tax uncertalntles that.eouldl potentlally impact the
current year tax provision for income taxes, or the recorded amount of tax asssts:and Jiabilities.

‘We have filed all applicable income tax and informational returns réduired. by relevant tax

-authorities for all material operating subsidiaties in Canada, Hong Kong and thie PRG.

Others

1.

We have assessed the recoverability of the convertible bonhds issued by Omnicorp. We
considered the fair value on Greenheart's limber.concession rights Greenheart,estimated by

13
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(i

Payry Ferestry Industry Pte Ltd. in 2007 is not signmeanﬁy different:than the: faif-value i 2009,
Based on the fairvalue of Greénheart’s tiriber concession rights, we represented thiat {rigre is Mo
impairment on.the converlible bonds issued hy- @mnlcorp and the cleposu of wood Iogs pald to
‘Greenheart of approximalely.-$3 million.

g N o~ 1
Sino-FForest Cor o alion

.2, We represented that the advances. to the supsidiaries: of Homix: Lnrmted of approxlmately $4

, Imilhon as:-at December: 81, 2009:is- non-inferest:bearing; unsscured and repayable an demand
W4 expect to:fully: kécover-the: advances in cash in the future

Value added tax

1. As at Decembei 31, 2009, Weé have -dpproxiiately. $19 milliory: balance: of -value~added tax
_ recoverable relafing' to the puirchass of plantatlens W' zgnfion that we: will receiVe
added tax inyolces for the whole-ameunt from the.vendors in: 2010

_ 2 We also confirm that for the: sale of plantatlons by SWl @nd SP Yunnan, ihe: authdrized

intermediaries are, fully responsnble for fhe wvaliie-added tax on -all sale transagiions. The
‘Company-does: ot have:any-financial fiability with. respagtio the-valug-added tex underthe sale
of plantation transactions, undér the.tax. regulations or-the contractual relationship: bétween SWi
and:§P-Yunnan:and the aufhotized’ mtermedlafes that may. negd to ba aqfnued a8 at‘kha ba}ancé
sheekdate: ' y ,

 ‘Subseduent.svents

:Except for-the subsgquient eveérits disclosed in note. 24 to. 1the consolidated financidl slatéments;. no
-events or{ransaelions have gceurred singe Deeember 81, 2009 or are-pending that would have: a

inaterial effect on the consolidated-financial. stalemerits &s.of Decatibsr: 31, 2009 and for the: year:
then ended ; or that are ofsuch significance-in-relalion te the Company's affairs to: require rnerition in
a nole to {he financial statermerits in” order fo, make them not misieadmg raga;ding the Finandial

i 'poaition, results of operations, or cash flows of thie: Company

Comparative figures

Ih connestion with your audit of the comparative corisolidated finangjal statements-forthe year gnded
December 31, 2009, we represent, to the bast of our knowledge and. belief, the: followirig:

There have been no significant errors or misstatements, or changes in -accounting-policies that would
require a rastatement of the amounts from the financial statements for the year ended December 31,

2008, which are shown as comparative amounts in the financial statenients for. the year énded
December 31, 2009. Any differences in the comparative amounts: from the amounts in the financial
statements for the year ended December 31, 2008 are solely the restult of reclasslfications for
comparative purposes.

14
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- Sino-Forest Corpo ration

SUMMARY OF UNRECORED AUDIT DIFFERENCES APPENDIX 1

Cllonw |SAo-Forest Covobranan 0° " . .oTe "t L 2| Audit date: || -21-028.2008 7] Curreriey:

Al ldamified sudh differentes sbove naminal armount
Comecinne
Arsuunt il Bl i Efied s
(Audil difforences ara recorded aa Journal Current period | Hon Prior pardad Nan
i . ;s bhlicraal | DebiviCredn) | Deniticredi | DebibiCyiedin | 7, = | DetduiCrol) | Toxabls | Dabluics
& P VIrrd s o g E 5 HiH ¥R T Y H P [T AW AT

W [ i
e [RDEIR e TR S T L L
. (T ] o A i ACET R
= B o o Rt g
2= e AT,
S T, s e
s lal Dittecencet,
71 BRI I
T

P S e
L |Batance shoet totals L]

Firancisl smiament ameunts 2l
{Eftect of unrecordetl udh ditferences on F/5 amounts 0.00%
Incsmis alfect of unrecorded audht differentes (balore ) 6.137,000] 8 .5E0.000)
"Rizmen Uondasshls eme (markod X abave) 1] o
|Less: Tow elfoct at current year marginal rote ] 335400

T nulstive affost of ey batore d alfe 2,45 ©.747,000) 624t
iTurn-oraund eftect of prior-period unprecorded audit ditforences {after tax) Al mrveen; . ;
Judgmenul ditfersncest Tl 244,090
le effect of audit differencas, attar fum-arcund eMeat 0.00%, 107,500,
.Current year net Income:
3/15/2010 ! 3/15/2010
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SUMMARY OF RECORED AUDIT DIFFERENCES

o TRl itentified audit dilurences sbove nominal smount C ' ' " Analysis of audi ditterence a'u'ei:mm{-l,'um
. 3 se L blﬁlin!’ FcHing i Batan 1] Al
Accoum ant.:! '\ Hon—un prc A8 End gt i 7 SSpeci
P {Audht ditterences are recorded 2s jourpal —-
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Sino-Forest Covrporation

May 11, 2010

Ernst & Young LLP
Chartered Accountants

In connection with the Sino-Forest Corporation’s (the “Company”) consolidated balance sheets as at
December 31, 2009 and 2008, and the consolidated statements of income and retained earnings,
comprehensive income and cash flows for the years then ended included in the Company’s annual
report for the year ended December 31, 2009 to be filed with the Canadian securities regulatory
authorities on May 11, 2010, and in commection with your consent to the use of your audit report on
the abovementioned consolidated financial statements in the annual report, the representations made
to you in our letter of March 16, 2010 remain current.

Certain representations in this letter are described as being limited to matters that are material. Items
are considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in the light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement.

In addition to the foregoing, we also confirm, to the best of our knowledge and belief, the following
representations made to you in connection with the procedures performed by you to enable you to
provide a written consent.

General
We have responded fully o all inquiries made to us by you during the completion of your procedures.

We have no plans or intentions that may materially affect the carrying value or classification of assets
and liabilities.

Unaudited Financial Information

We recognize that, as members of management of the Company, we are responsible for the
preparation and fair presentation of its unaudited consolidated financial .statements for the period
ended March 31, 2010 made available to you.

wAY\L 1 2010
I

3815-29, 38/F, Sun Hung Kal Centre, 30 Harbour Road, Wanchal, Hong Kong Tel; (B52) 2677 0078  Fax: (852) 2877 0062
90 Bumhamthorpe Road West, Suite 1208 Misslssauga, Ontario, LSB 3C3, Canada Tel: (905) 2681 BABY Fax: (905) 281 3338
www.sinoforest.com E-mail: Info@sinoforest.com

FVY_HM2000.0NN408

287



L )}
ey

L)

EY-HC-2009-000495/2

Sino-Forest Corporation

Annual Report

We also recognize that, as members of management of the Company, we are responsible for the
preparation and fair presentation of the annual report for the year ended December 31, 2009, Such
document is prepared in accordance with relevant Canadian securities legislation.

Minutes

The dates of meetings of shareholders, diredtors, committees of directors and important management
committees from January 25, 2010 to the date of this letter are as follows:

Corporate Governance Committee
February 2, 2010 (signed)

Audit Committee

February 2, 2010 (signed)
March 15, 2010 (draft only)
March 25, 2010 (draft only)

Board of Directors

February 1, 2010 (signed)

March 15, 2010 (approved but unsigned)
March 25, 2010 (approved but unsigned)
April 22, 2010 (draft only)

May 2, 2010 (draft only)

We have made available to you the minutes of these meetings and such minutes are complete and
authentic records of such meetings.

Contracts
We have made available to you all significant contracts, including amendments, and agreements. We

have complied with all aspects of the contractual agreements that would have a material effect on the
financial statements in the event of noncompliance.

WAk 112010
2
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Sino-TForest Corporation

Share-based Payments

All grants of share-based payments have been properly approved by the Board of Directors or its
delegated representatives on or prior to the grant date, and are in compliance with the terms of the
plans from which they were granted. Delegation of the authority to grant share-based payments is
within the Board’s legal rights, and in accordance with the terms of the applicable share-based

payment plan(s).

The Company has properly determined the appropriate grant dates or measurement dates for all share-
based payments in accordance with CICA 3870. We have recognized compensation cost, as well as
liabilities for income taxes, payroll taxes, minimum tax withholding obligations, penalties and interest,
as appropriate, under the applicable accounting standards.

‘We are responsible for the estimation methods and assumptions used in accounting for the Company’s
share-based payments in accordance with CICA 3870. Fair value and intrinsic value measurements
are based on the grant date or measurement date share price as specified in CICA 3870. The
assumptions used in fair value measurements made in accordance with CICA 3870, represent our best
estimates as of the measurement date of expectations of future conditions.

Subsequent Events

No events, transactions or changes in accounting policies and presentation have occurred since the
date of our previous letter or are pending that would have a material effect on the audited financial
statements included in the Company’s annual report or that are of such significance in relation to the
Company’s affairs to require mention in a note to the audited financial statements, in each case in
order to make them not misleading regarding the financial position, results of operations, or cash
flows of the Company and in accordance with generally accepted accounting principles as of the date
of this letter, We have performed procedures to identify subsequent events up to and including May
11, 2010.

MAY\ 1 12010
3
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Sino-TForest Corporation

Approval of Document

The Annual Report

115=T. Y. Char
gate: 11 Pﬁ?ﬂz m

Chairman and Chief Executive Officer

'I‘hom's a:rad' ~
Dater 11 MY 2010
Vice President Risk Management

3815-29, 38/F, Sun Hung Kal Centre, 30 Harbour Road, Wanchal, Hong Kong
90 Burnhamthorpe Road West, Suite 1208 Mississauga, Ontario, L5B 3C3, Canada
www.sinoforest.com

been approved for release by the board of directors of the Company,
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Sino-Forest Corporation

March 15, 2011

Emnst & Young LLP
Chartered Accountants

In connection with your audit of the consolidated financial statements of Sino-Forest Corporation (the
“Company"”) as of December 31, 2010 and 2009, and for the years then ended, we recognize that
obtaining representations from us concerning the information contained in this letter is a significant
procedure in enabling you to form an opinion whether the consolidated financial statements present
fairly, in all material respects, the financial position, results of operations, and cash flows of Sino-
Forest Corporation in accordance with Canadian generally accepted accounting principles.

We understand that the purpose of your audit of our finaricial statements'is to express an opinion
thereon and your audit was conducted in accordance with Canadian generally accepted auditing
standards, which involves an examination of the accounting system, internal control and related data
to the extent you considered necessary in the circumstances, It is not designed to identify, nor can it

necessarily be expected to disclose, fraud, shortages, errors and other irregularities, should any exist.

Certain representations In this letter are described as being limited to matters that are material. Items
are considered material, regardless of size, if they involve an omission or misstatement of financial
statement information that, in the light of surrounding clrcumstancés, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by the
omission or misstatement. ’

Accordingly, we make the following representations, as of March 14, 2011, which are true to the best
of our knowledge and belief;

Financial statements and financial records

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated
December 7, 2010, for the preparation of the consolidated financial statements in accordance
with Canadian generally accepted accounting principles.

2. We acknowledge that, as members of management of the Company, we are responsible for the
fair presentation of the consolidated financial statements, We believe the consolidated financial
statements referred to above present fairly, in all material respects, the financial position, results
of operations and cash flows of the Company in accordance with Canadian generally accepted
accounting principles.

3. The significant accounting policies adopted in the preparation of the ¢onsolidated financial
statements are fully and fairly described in the financial statements.

4. As members of management of the Company, we believe that the Company has a system of
internal controls adequate to permit the preparation of accurate financial statements in
accordance with Canadian generally accepted accounting principles.

3815-29, 38/F, Sun Hung Kal Centre, 30 Harbour Road, Wanchal, Hong Kong Tel: (B52) 2877 0078 Fax: (852) 2877 0062
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Sino-lForest Corporc\‘i"ion

5. We have communicated to you all significant deﬂcnencles and material weaknesses in the design
or operation of internal control over financial reporting. There have been no significant changes
in internal control since December 31, 2010,

Fraud and error

1. We acknowledge that we are responsible for the design, implementation and maintenance of
internal controls to prevent and detect fraud and error,

2. We have assessed the risk that the consolidated financial statements may be materially
misstated as a result of fraud and have determined such risk to be low,

We have no knowledge of any fraud or suspected fraud affecting the entity involving
management, employees who have significant roles in internal control, or others, where the fraud
could have a non-trivial effect on the consolidated financial statements. We have no knowledge
of any allegations of fraud or suspected fraud affacting the Company’s consolidated financial
statements received in communications from employees, former employees, analysts, regulators,
or others. In addition, all "whistle-blower" allegations coming to our attention have been disclosed

’ to you, No irregularities or shortages have occurred and nothing has come to light which might
reflect upon the honesty or integrity of any employee, agent or officer of the Company.

3. We believe that the effects of those unrecorded financial stateffient misstateménts aggregated by
you during your audit, as summarized in the accompanying schedule, are immaterial, both
individually and in the aggregate, to the consolidated financial statements taken as a whole.

Compliance with laws and regulations

1. Ws have disclosed to you all known actual or suspected non-compliance with laws and
regulations whose effects should be considered when preparing the consolidated financial
statements.

Independence

. 1. Based on inquiries we have made of our officers, directors, and substantial shareholders, except
as described below, we are not aware of any business relationship between any such officer,
director, or substantial stockholder (or any entity for or of which such an officer or director acts in
a similar capacity) and Ernst & Young LLP or any other member firm of the global Ernst & Young
organization (any of which, an “EY Firm"), other than one pursuant to which an EY Firm performs
professional services. For this purpose, a "substantial shareholder” is a person or entity
{excluding mutual funds) that owns five percent or more in the Company.

2. We are not aware of any reason that Ernst & Young LLP would not be considered to be
independent for purposes of the Company's audit,

3815-29, 38/F, Sun Hung Kai Centre, 30 Harbour Road, Wanchal, Hong Kong Tel: (852) 2877 0078 Fax: (852) 2877 0062
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Sino-TForest Co rporation

Conflicts of interest

1. There are no instances where any officer or employee of the Company has an interestin a
company with which the Company does business that would be-considered a “conflict of
interest.” Such an interest would be contrary to Company policy.

Completeness of information :
1. We have provided you with:

(a) Access to all information of which we are aware that is relevant to the preparation of the
consolidated financial statements such as records, documentation-and other matters

(b) Additional information that you have requested from us for the purpose of the audit

(c) Unrestricted access to persons within the entity from whom you determined it necessary to
obtain audit evidence :

2. We have made available to you all minutes of the meetings of shareholders, directors and
committees of directors (or summaries of actions of recent meetings for which minutes have not
yet been prepared) held through the year to the most recent meeting on February 28, 2011.

3. We also have made available to you all significant contracts, including amendments, and
agreements and have communicated to you all significant oral agreements. We have complied
with all aspects of contractual agreements that would have a material effect on the consolidated
financial statements in the event of noncompliance. '

4. There are no transactions of a material nature, individually or in the aggregate, that have not
been properly recorded in the accounting records underlying the consolidated financial
statements.

5. We have disclosed to you all known related parties and related party transactions, including

sales, purchases, loans, transfers of assets, liabilities and services, leasing arrangements,
guarantees, non-monetary transactions and transactions for no consideration for the period
ended, as well as related balances due to or from such parties at the year end, These
transactions have been properly measured and disclosed in the consolidated financial
statements.

6. As it relates to share-based payments, we have made available to your representatives all plan
documents and data related to granting, vesting, exercising, cancelling, and forfeiting share- °
based payments, including modifications to existing plans or previously granted awards.

3
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Sino-Forest Co rpo VC\.‘HOI’\

Recognition, measurement and disclosure

1.

We believe that the significant assumptions underlying accounting estimates, including those
measured at fair value, disclosures used in the preparation of the consolidated financial
statements are reasonable and appropriate in the circumstances.

We have no plans or intentions that may materially affect the carrying value or classification of
assets and liabilities reflected in the consolidated financial statements.

Risks and measurement uncertainties

1.

The nature of all material measurement uncertainties has been appropriately disclosed in the
consolidated financial statements, including all estimates where it is reasonably possible that the
estimate will change Iin the near term and the effect of the change could be material to the
consolidated financial statements.

The Company believes that the judgements and estimates used in calculatif\g the income tax
provision represent the appropriate likelihood of various outcomes occurring.

Ownership of assets

1.

The Company has satisfactory title to all assets appearing in the consolidated balance sheet, and
there are no liens or encumbrances on the Company's assets, nor has any asset been pledged
except as disclosed in the consolidated financial statements. Al assets to which the Company
has satisfactory title appear in the consolidated balance sheet.

The Company has proper titles and rights on all timber holdings as recorded on the consolidated
balance sheet as of Decembeér 31, 2010. . There were no natural disasters with respect to any of
the Company's plantations during the year ended December 31, 2010. All timber holdings are
fully covered by insurance policies. The Company does not have significant asset retirement
obligation on its plantations in the People’s Republic of China (the “PRC"), Republic of Suriname
and New Zealand.

Related party transactions

1.

Transactions with related parties, as defined in CICA Handbook Section 3840, and related
amounts receivable or payable, including sales, purchases, loans, transfers, leasing
arrangements, and guarantees, have been properly recorded and/or disclosed in the
consolidated financial statements, :

Mareover, no related parties have been involved in the settlement process between authorized
intermediaries and any subsidiaries of the Company on the balances of accounts receivable and
accounts payable. We confirm that these fund redirection transactions were genuine and
complete.

4
5 . "r“.'_'
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Sino-Forest Co rporation

Receivables and revenues

1.

3615-29, 38/F, Sun Hung Kal Centre, 30 Harbour Road, Wanchal, Hong Kong Tel: (852) 2877 0078 Fax: (852) 2877 0062

Receivables represent valid claims against the debtors indicated and do not include amounts for
goods shipped or services provided subsequent to the balance sheet date(s), goods shipped on
consignment, or other types of arrangements not constituting sales. All revenue recognized as of
the balance sheet dates has bsen realized (or Is realizable) and earned. Revenue has not been
recognized before (1) persuasive evidence of an arrangement exists, (2) goods have been
delivered or services rendered, (3) consideration to be received is fixed or determinable, and (4)
collectibility is reasonably assured.

Adequate provision has been made for losses, costs, and expenses that may be incurred
subsequent to the balance sheet date(s) in respect of sales and services rendered prior to that
those dates and for uncollectible accounts, discounts, returns, and allowances, etc., that may be
incurred in the collection of receivables at that those dates.

We have disclosed to you all sales terms (both expressed and implied), including all rights of
return or price adjustments and warranty provisions. We have made available to you all
significant contracts, communications (either written or oral), and other relevant information
pertaining to arrangements with our customers, including distributors and resellers.

We have adequately disclosed a description of our major revenue generating products and
services, the types of arrangements (including multiple-element arrangements) used to deliver
these products or services, and a description of the revenue recognition policies applicable to
these products or services.

We have entered into an agreement with Erlianhot Quande Resources Co., Ltd. ("EQRC") to
assume the repayment obligation of the US$10 million deposit previously made to Inner
Mongolian Forest and Timber Resources Company Limited ("IMFT"). We expect that EQRC will
begin to make payments in May 2011 as stipulated in the new agreement with an effective date
on May 25, 2010, and that these deposuts will be fully recoverable by future timber purchases
and/or cash refund.

During the year, settlements of trade receivables by customers totalling US$1,179 mitlion were
made by way of making direct payments on behalf of the Suri-Wood Inc. ("SWI"), Sino-Forest
Resources Inc. ("SFR"), Sino-Panel (Yunnan) Limited ("SPYN"), Sino-Wood Trading Limited
("SWT") to the plantation owners in relation to the purchases of tree plantations by other
subsidiaries of the Company. We confirm that these fund redirection transactions were genuine
and complete. We confirm that we have the ability and rights to request direct cash payment from

our customers to the bank accounts operated by the Company.

During the year, trade receivables of US$236 million were settled through cash deposits credited
directly to bank accounts of SFR by remitting agents of the customers, which are not related
parties to the Company or to the management or officers of the Company as listed below:
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Name of Remitting Agents . USD '000

Sino Richly International Ltd. $ 43,347

Lifan Trading Ltd. $ 49,522

Recent Fortune Group Ltd. $ 42,627

Winner Max International Ltd. $ 49,510

Mighty Eagle Holding Group Ltd. $ 40,830

Trade Allied International.Ltd. $ 3,153

.Others $ 7,122
$ 236,111

8. During the year, prepayment contracts were entered by Sino-Panel (Hunan) Forest Management
Co, Ltd. with certain local vendors with respect to plantation land lease and plantation purchases.
As at December 31, 2010, approximately US$40 million has been recorded as a prepayment and
a corresponding payable as this amount is due for payment according to the contracts. We
confirm that such contracts are irrevocable and we are liable to pay this US$40 million as at
December 31, 2010 according to the terms and conditions stipulated in the contracts.

. Inventories v s & omoE

1. Inventories were priced at the lower of cost and net realizable value. Net realizable value is the
estimated selling price in the ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale,

o

+ Raw materials and expense materials — at the lower of cost and replacement cost.

o Work-in-progress and finished goods — at the lower of cost (including material and labour
costs and overhead costs based on actual rates) and net realizable value.

included in the balance of wood logs, there is approximately $11.8 million (9.5 tons) worth of
Hainan Yellow Rose wood logs, which has little movement in the past 3 years. We confirm that
Hainan Yellow Rose is a precious specie and there is no valuation concern. We represent the
fair value of this 9.5 tons of Hainan Yellow Rose wood logs exceeds its carrying value as at
December 31, 2010,

In arriving at such values, full allowance was.made for defective, slow-moving, excess, unusable
or obsolete stock. Adequate provision has been made for firm sales contacts in excess of
inventory held and for firm purchase contracts. There have been no reductions of the selling
prices of finished goods subsequent to the year end and none are contemplated.

2. Physncal counts and measurement of inventories were made by competent employees under the
supervision of the management as at the year end, and the quantmes were determined by actual
count, weight or measurement.
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3. Inventory does not include items not paid for and for which no Tiability has been recdrded in the
accounts at the year end; goods on consignment from others; or goods invoiced to cusiomers.

Financial instruments

1. The Company has properly classified financial assets with readily determinable fair values as
either held for trading, held-to-maturity, loans and receivables or available-for-sale. The
Company has the positive intent and ability to hold to maturity all financial assets that are
classified as held-to-maturity.

2. The Company has properly classified financial liabilities with readily determinable fair values as
either held for trading or other financial liabilities.

3. Our valuation methodologies have been consistently applied from period to period and we
believe that the methods and significant assumptions used are, reasonable, reflect those we
believe would be used by market participants, and result in a measure of fair value that is
appropriate for financial statement measurement and disclosure purposes. In addition, our
disclosures related to fair value measurement are complete and adequate.

Arrangements with financial institutions
1. Arrangements with financial institutions involving compensating balances or other arrangements

involving restrictions on cash balances and line-of-credit or similar arrangements have been
properly recorded or disclosed in the consolidated financial statements.

Investments in subsidiaries and affi_liates

1. We have appropriately consolidated all entities for which we directly or indirectly have a
controlling financial interest.

2. We have appropriately accounted for all freestanding (or embedded) rights and/or obligations to

repurchase the shares of a subsidiary that are held by outsiders as a financial liability in
accordance with CICA Handbook Section 3863.

Deferred Charges

We believe that all material expenditures that have been deferred to future periods are recoverable.
Property, plant and equipment and éssets under capital leases

1. All charges to fixed asset accounts and additions under capital leases during the year represent

actual additions and no expenditures of a capital nature have been charged to expense during
the year,

7
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2. All property, plant and equipment sold or dismantled and all capital lease terminations during the
year have been properly accounted for in the accounts.

3. Appropriate rates have been used to depreclate and amortize these assets over our estimation of
their useful lives.

Long-lived assets to be held and used, including amortizable intangible assets

1. Long-lived assets to be held and used, including intangible assets that are subject to
amortization, have been reviewed for impairment whenever events or changes in circumstances
have indicated that their carrying amounts may not be recoverable. Our estimates of future cash
flows used to assess recoverability of such assets are based on reasonable and supportable
assumptions regarding the cash flows expected to result from the use of the assets and their
eventual disposition. Where appropriate under CICA Handbook Section 3063, such assets have
been written down to fair value,

2. We do not believe there is any indicator of impairment on the and and building of the flooring
facility in Suzhou and manufacturing facility in Beihal, the PRC.

Events of default under debt agreements
1. No events of default have occurred with respect to any of the Company'’s debt agreements.
Liabilities and contingencies

1. All liabilities and contingencies, including those associated with guarantees, whether written or
oral, have been disclosed to you and are appropriately reflected in the consolidated financial
statements.

2. We have informed you of all outstanding and possible clalms whether or not they have been
discussed with legal counsel.

3. We are unaware of any known or probable instances of non-compliance with the requirements of
regulatory or governmental authorities, including their financial reporting requirements, and there
have been no internal investigations or communications from regulatory agencies or government
representatives concerning investigations or allegations of non-compliance.

4. We are unaware of any violations or possible violations of laws or regulations the effects of which
should be considered for disclosure in the consolidated financial statements or as the basis of
recording a contingent loss.

5. We have assessed the compliance on debt covenants related to the Company’s Iong-térm debts
and have determined that it has complied with all debt covenants and there is no default on any
of the long-term debts.
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Homix Acquisition

1.

4,

In connection with the acquisition of Homix Limited, we have identified all the assets and
liabilities acquired (including-intangible assets).

We determined that there are no unidentifiable intangible assets such as frademarks, customer
list, and supplier list or unfavourable contracts in connection with this acquisition.

We determined that the fair values of the assets and Iiabilities acquired are an accurate and
appropriate reflection of the values at the acquisition date.

We determined the goodwill on the acquisition of Homix is negligible.

Mandra Acquisition

1.

The amount of contingent consideration for the acquisition of Mandra Forestry Holdings Limited
("Mandra”) is US$5 million as we are unable to determine the final amount of contingent

consideration without reasonable doubt. No portion of the deferred financing costs relating to the -

issue of the US$187,187,000 10.25% senior notes due 2014 contemplates as the transaction
cost for the acquisition of Mandra.

Pursuant to the sale and purchase agreement with the vendor of Mandra, the Company is not
liable and does not have to pay for the capital gain tax which the PRC tax bureau will levy on the
vendor, The MC Loan of US$1 million as stipulated in the MC Loan agreement dated February 5,
2010 and US$2.75 million of the amount of US$3.25 million stated in the Fee Arrangement
Agreement dated February 5, 2010 represented costs incurred by Mandra before the acquisition
on February 5, 2010 and had not been recorded in the books and records of Mandra prior to the
acquisition,

The fair value of the timber holding of Mandra as of February 5, 2010 is based on a preliminary
valuation report conducted by Poyry (Shanghai) Consuiting Company Limited ("Poyry”). The fair
value of Mandra's timber holding, according to Poyry's report, is RMB 2, 108 million, which has
been reflected in the preliminary purchase price allocation. We are in the process of obtaining an
updated valuation report which we will use in the final purchase price allocation.

We believe that Poyry's report did not account for the cash payment on certain areas of the
plantations covered by the Poyry report. We estimate that such cash payment is approximately
US$25 million.

We determined that there are no unidentifiable intangible assets such as trademarks, customer
list, and supplier list or unfavourable contracts in connection with this acquisition.

We determined that the fair values of the assets acquired and liabilities assumed are an accurate
and appropriate reflection of the fair values at the acquisition date.
' 9
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7. We determined there is no goodwill from the acquisition of Mandra.

1

Greenheart Acquisition

1. The fair value of the timber concession rights of Greenheart Group Limited (“Greenheart”)
(formerly Omnicorp Limited) as of August 3, 2010 is based on the final valuation report
conducted by Poyry. The fair value of Greenheart's timber concession rights, according to
Poyry's report, is US$143 million which has been reflected in the final purchase price allocation.

2. We determined that 10% income tax rate is the applicable tax rate for income generated from
forestry business activities conducted in the Republic of Suriname;

3. We determined that there are no unidentifiable intangible assets such as trademarks, customer
list, and supplier list or unfavourable contracts in connection with Greenheart acquisition.

4. We determined that the fair values of the assets acquired and liabilities assumed are an accurate
and appropriate reflection of the fair values at the acquisition date.

5. We determined there is no goodwill from the acquisition of Greenheart.
Cral or written guarantees
1. There are no oral or written guarantees including guarantees of the debt of others.

Share capital

1. Share capital repurchase options or agreements, or share capital reserved for options, warrants,
conversion, or other requirements have been properly recorded or disclosed in the consolidated
financial statements.

Purchase commitments

1. At the year end, the Company had no unusual commitments or contractual obligations of any sort
which were not in the ordinary course of business and which might have an adverse effect upon
the company (e.g., coniracts or purchase agreements above market price; repurchase or other
agreements not in the ordinary course of business; material commitments for the purchase of
property, plant and equipment; significant foreign exchange commitments; open balances on
letters of credit; purchase commitments for inventory quantities in excess of normal requirements
or at prices in excess of the prevailing market prices; losses from fulfiliment of, or inability to fulfill,
sales commitments, etc.). )

2. The master purchase timber contracts signed were all for prices that approximated'market value
at the outset of the contract. The Company has neither the ability nor intention to settle any of
these contracts on a net basis.

10
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3. The decision on entering into the imported wood log transactions and the signing of sales and
purchase of wood log contracts for SFR and SWT are all in Hong Kong.

4, The Company is in the process of revising the contract terms with Trevista International Limited
for the 10 year master contract with respect to the supply of Russian logs.

Employee future benefits

1. The Company does not have employee future benefits as defined in CICA Handbook Section
3461.

Consolidated accounts

1. Al significant intercompany transactions have been disclosed to you and properly eliminated in
the consolidated financial statements (intercompany profits in mventones and property, plant and
equipment, intercompany balances, etc.).

2. The cost of acquisition of investments has been assigned in the financial statements to the
purchased assets (including goodwill, after adjustment for minority interest) and liabilities in
accordance with their values as at the dates of acquisition.

Segment information

1. The information about operating segments included in the notes to the consolidated financial
statements has been prepared and presented in conformity with CICA Handbook Section 1701.
We have appropriately identified our operating segments based on the information used by our,
chief operating decision maker to evaluate operating performance of and make resource
allocation decisions among business units. For reportable operating segments that are the result
of the aggregation of multiple operating segments, (1) the aggregation is consistent with the
objective of CICA Handbook Section 1701, (2) the aggregated operating segments have similar
economlc characteristics, and (3) the aggregated operating ségimieiits are similar in ‘each of the
following areas:

(a) The nature of the products and services

(b) The nature of the production processes

(¢) The type or class of customer for their products and services

(d) The methods used to distribute their products or provide their services

(e) If applicable, the nature of the regulatory environment, for example banking, insurance, or
public utilities. .
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Differences between the measurements used in reporting operating segment information and,
those used in the consolidated financial statements are adequately disclosed in the notes to the
financial statements.

Discontinued operations

1. We note no significant events have occurred or circumstances have arisen that would require the
reassessment of the classification of the discontinued of wood chips business and particleboard
line operation as discontinued operations. .

Share-based payments

1. All grants of share-based payments have been properly appreved by, the Board of Directors or its
delegated representatives on or prior to the grant date, and are in compliance with the terms of
the plan from which they were granted. Delegation of the authority to grant share-based
payments is within the Board's legal rights, and in accordance with the terms of the applicable
share-based payment plan.

2. The Company has properly determined the appropriate grant dates or measurement dates for all
share-based payments in accordance with CICA Handbook Section 3870. We have recognized
compensation cost, as well as liabilities for income taxes, payroli taxes, minimum tax withholding
obligations, penalties and interest, as appropriate, under the applicable accounting standards.

3. We are responsible for the estimation methods and assumptions used in accounting for the
Company's share-based payments in accordance with CICA Handbook Section 3870. Fair value
and intrinsic value measurements are based on the grant date or measurement date share price
as specified in CICA Handbook Section 3870, The assumptions used in fair value measurements
made In accordance with CICA Handbook Section 3870, represent our best estimates as of the
measurement date of expectations of future conditions,

Use of the work of a specialist

1. We agree with the findings of specialists In evaluating the valuation of plantation and timber
concession and cufting rights, and have adequately considered the qualifications of the
specialists in determining the amounts and disclosures included in the consolidated financial
statements and the underlying accounting records. We did not give or cause any instructions to
be given to specialists with respect to the values or amounts derived in an attempt to bias their
work, and we are not otherwise aware of any matters that have had an effect on the
independence or objectivity of the speciallsts.

Transaction gains and losses attributable to intercompany transactions

1. Transaction gains and losses attributable to intercompany foreign currency transactions that are
of a long-term investment nature (that is, settiement is not planned or anticipated in the

foreseeable future) have been reported in other comprehensive income. Transaction gains and 1 al 0
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losses attributable to other intercompany foreign currency transactions have been included in net
income for the period in which the exchange rates change.

Al subsidiaries are treated as self-sustaining operations since (1) the cash flows, (2) selling

prices and markets of the subsidiaries’ products, (3) labour, materials and other costs, and (4)
the financing of the day-to-day operations of each entity are insulated from the Company. As
well, the subsidiaries operate independently in the PRC and the Republic of Suriname, and do
not have other significant inter-company transactions with the Company.

Inter-company balance mainly included three categories, which are current account, inter-
company interest, and inter-company loan. There are no unusual inter-company transactions
and all inter-company loans have been properly elimination. All inter-company loan and inter-
company interest are considered net Investments in the subsidiaries.

Undistributed earnings of a foreign subsidiary

1.

1.

We have the ability and intend to indefinitely reinvest the undistributed earnings of SWI, SFR and
SPYN and have appropriately documented such plan of reinvestment. In addition, there are no
needs for such earnings that would contradict our plan to indefinitely reinvest.

income Tax Matters

We have disclosed to you all significant tax planning strategies and transactions that were put in
place during the current year or prior years that could materially affect the current year provision
for income taxes, or the recorded amount of tax assets or liabilities.

Wae recognize that we are responsible for the Company’s compliance with jurisdictional tax laws
and regulations that are applicable to it. We have identified and disclosed to your representatives
all significant methods of accounting used under the applicable jurisdictional tax laws and.
reguiations that materially affect the determination of financial statement amounts.

We have provided you all opinions or memoranda of law (tax or other) that serve as support for
our assessment of material tax positions (including tax uncertainties and determinations of the
application of interest and penalties) as well as any opinions or memoranda of law (tax or other)
that contradicted, or provided lower levels of assurance than, the opinions or memoranda of law
ultimately used by the company to support its tax positions.

All plantation purchase and sales negotiations and execution of related contracts (including
approvals associated with purchase orders) by Allen Chan, CEO, or other members of
management for SWI, SPYN, and other subsidiaries incorporated in the British Virgin Islands (the
“BV| Subsidiaries”) are at all imes carried out in the PRC and not in Hong Kong. All pricing of
timber, quantity approvals, orders or requests associated with approving sale of the PRC
plantation were carried out outside of Hong Kong.
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10.

11.

12,

13.

The decision on all imported wood log sales transactions ‘conducted by SFR, SWT and Sino-
Pane! (Russia) Limited and the signing of all imported wood log sales and purchases have been .
done by Allen Chan, CEO, in Hong Kong. The instruction with respect to the range of profit
margin on the imported wood log sales is given by Allen Chan to Alfred Hung verbally in Hong
Kong.

Management of cash and amounts receivable from authorized intermediaries or other related
parties by SWl and SFR is carried on outside Hong Kong.

All interest bearing loans made by Hong Kong resident companles are to subsndlanes that do not
have bank accounts in Hong Kong. G

There are no future tax liabilities (other than those reported in the consolidated financial
statements) and no debts of PRC entities that are unregistered debts for PRC purposes (other
than those identified which aggregate to approximately RMB174.6 million). The future tax rates,
amount of tax losses carried forward by each of the subsidiaries of Mandra, and the timeline of
selling Mandra’s timber, represent our best estimate and assumptions used in the calculations of
the future tax liability on the difference bietween the accounting base and tax base of Mandra's
timber holding.

There have been no settlements of loans/advances between Sino-Forest Corporation and its
subsidiaries during the fiscal year 2010 that would trigger the change in uUnrealized foreign
exchange gain/loss since December 31, 2009.

The Company does not intend to repatriate to Canada or PRC any of the earnings of its BVI
Subsidiaries generated from transactions with authorized mtermediarles and that exist at
December 31, 2010 in the foreseeable future.

We have not identified any PRC tax decisions, cases, disclosures, memorandums, circulars,
administrative materials and interpretations of PRC laws or regulations in Chinese or English-that
would materially impact the PRC permanent establishment income tax exposure calculations of
the Company for BVI Subsidiaries. )

We have provided to you all information, agreements and communications related to the tax
reporting and remittance obligations on the transactions between the authorized intermediaries
and the BVI Subsidiaries. .

We have disclosed to you all tax positions and tax uncertainties that could potentially impact the
current year tax provision for income taxes, or the recorded amount of tax assets and liabilities.

We have filed all applicable income tax and informational returns required by relevant tax
authorities for all material operating subsidiaries in Canada, Heng:i$ong and the PRC. 14
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Value added tax

1. As at December 31, 2010, we have approximately US$38 million balance of value-added tax
recoverable relating to the purchase of plantations in the PRC. Out of the total balance, certain
plantations with an aggregate of US$6.5 million value-added tax recoverable had been sold
during December 31, 2010. We confirm that we will receive valid value-added tax invoices,
including the invoices relating to plantations that have been disposed of in 2010, from the
vendors in 2011.

2. We also confirm that for the sale of plantations by SWI and SPYN, the authorized intermediaries
are fully responsible for the value-added tax on all sale transactions.  The Company does not
have any financial liability with respect to the value-added tax under the sale of plantation
transactions, tax regulations or the contractual relationship between SWI! and SPYN and the
authorized intermediaries that may need to be accrued as at December 31, 2010. The authorized -
intermediaries do not have recourse to the Company for any claim/penalty charged by the PRC
tax authority on any value-added tax underpaid by the authorized intermediaries.

Subsequent events

1. Other than those disclosed in the consolidated financial statements, subsequent to December 31,
2010, no events or transactions have occurred or are pending that would have a material effect
on the consolidated financial statements at that date or for the period then ended, or that are of
such significance In relation to the Company's affairs to require mention in a note to the
consolidated financial statements in order to make them not misleading regarding the
consolidated financial position, results of operations, or cash flows of the Company.

Comparative figures =
1. In connection with your audit of the comparative consolidated financial statements for the year
ended December 31, 2009, we represent, to the best of our knowledge and belief, the following:

There have been no significant errors or misstatements, or changes in accounting policies that
would require a restatement of the amounts from the financial statements for the year ended
December 31, 2009 which are shown as comparative amounts in the financial statements for the
year ended December 31, 2010. Any differences in the comparative amounts from the amounts
in the financial statements for the year ended December 31, 2009 are solely the result of
reclassifications for comparative purposes.
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Sino-Forest Cor‘po ration

May 9,2011

Ernst & Young LLP
Chartered Accountants

In connection with the Sino-Forest Corporation’s (the “Company”) consolidated balance sheets as
at December 31, 2010 and 2009, and the consolidated statements of incoms and retained earnings,
comprehensive income and cash flows for the years then ended included in the Company’s annual
report for the year ended December 31, 2010 to be filed with the Canadian securities regulatory
authorities on May 9, 2011, and in connection with your consent to the use of your audit report on the
abovementioned consolidated financial statements in the annual report, the representations made to
you in our letter of March 15, 2011 remain current.

Certain representations in this letter are described as being limited to matters that are material, Items
are considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in the light of surrounding circumstances, makes it probable that the judgment of a
reasonable person telying on the information would be changed or influenced by the omission or
misstatement.

In addition to the t"orego'i;xg, we aiso confirm, to the best of our knowledge and belief, the following

representations made to you in connection with the procedures perfonned by you to enable you to
provide a written consent.

General
We have responded fully to all inquiries made to us by you during the completion of your procedures.

'We have no plans or intentions that may materially affect the catrying value or classification of assets

and liabilities.

Unaudited Financial Information '
No consolidated financial statements are available for any period subsequent to December 31, 2010,

Annaol Report

"We also tecognize that, as members of management of the Company, we are responsible for the

preparation and fair presentation of the annual report for the year ended December 31, 2010. Such
document is prepared in accordance with relevant Canadian securities legislation.

1
3815-29, 38/F, Sun Hung Kal Centre, 30 Harbour Road, Wanchel, Hong Kong Tel: (B62) 2077 0078 Fax (652) 2877 0062

80 Bumhamthorpe Road Wast, Sulle 4208 Miss(ssauga, Onlsrio, LEB 3C3, Canada Tel: (005) 261 8680 Fai (906) 201 3338
www.slnoforest.com E-mall: Infofdslnolorepl.com
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Sino-T~orest Co rporation

We are responsible for the estimation methods and assumptions used in accounting for the
Company’s share-based payments in accordance with CICA. 3870. Fair value and intrinsic value
measurements are based on the grant date or measurement date shars price as specified in CICA 3870,
The assumptions used in falr value measurements made in accardance with CICA 3870, represent our-
best estimates as of the measurement date of expectations of future conditions,

Subseqnent Events

No events, transactions or changes in accounting policies and presentation have occurred since the
date of our previous letter or are pending that would have a inaterial effect on the audited financial
statements included in the Company’s annual report or that are of such significance in relation to the
Company’s affairs to require mention in a note to the audited financial statements, in each case in
order to make them not misleading regarding the financial position, results of operations, or cash
flows of the Company and in accordance with generally accepted accounting principles as of the date

of this letter, We have performed procedures to identify subsequent events up to and including May
9, 2011.

Approval of Docianent

The Annual Report hAs been approved for release by the board of directors of the Company.

N “‘(
L)\ ks ) - W

AllenT.Y. Chan .
Date : May 9, 2011
Chairman and Chie{' Executive Officer

)

David J. Horsley
v 9, 2011
sgident and Chief Pinancial Officer

Thomas Maradin
Date : May 9, 2011
Vice President, Finance
3
3815-28, 38/F, Sun Hung I$s] Cenlre, 30 Harbour Road, Wanchal, Hong Kanp Tol: (852) 2677 0078  Fox {852) 2877 0062

90 Bumhanthome Roat) Wesl, Sulle 4208 Misslosaugs, Onlario, LB 3C3, Canada Tol: (805) 281 0B85 Fax; (905) 281 J338
www.sioloresi.coin E-mall: info@sinofarest.com ,
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Sino-Forest Corporation
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We are responsible for the estimation methods and assumptions -used in accounting for the
Coinpany’s share-based payments in accordance with CICA 3870. Fair value and intrinsic value
measurements are based on the grant date or measurement date share price as specified in CICA 3870.
The assumptions used in fair value measurements made in accordance with CICA 3870, represent our
best estimates as of the measurement date of expectations of future conditions,

Subsequent Events

No events, transactions or changes in accounting policies and presentation have occurred since the
date of our previous letter or are pending that would have a material effect on the audited financlal
statements included in the Company’s annual report or that are of such significance in relation to the
Company’s affairs to require mention in a note to the audited financial statements, in each case in
order to make them not misleading regarding the financial position, results of operations, or cash
flows of the Company and In accordance with generally accepted accounting principles as of the dats

of this letter. We have performed procedures to identify subsequent events up to and including May
9, 2011. ’

Approval of Document

The Annual Report has been approved for release by the board of directors of the Company.

AllenT. Y, Chan .
Date : May 9, 2011
Chairman and Chief Executive Officer

Date : May #, 2011
Senior Vice President and Chief Financial Officer .

Thomas Maradin
Dete : May 9, 2011
Vice President, Finance

s 3
3816-28, 38/F, Sun Hung Kat Cenlre, 30 Harbour Road, Wanchal, Hony Kong Tal: (B52) 2077 0078 Fo f&ﬁﬂ} 2077 0ne2
90 Bumhamthorpe Road Wast, Sulte 1208 Miasissavgs, Onlario, L5B 303, Canada Tel: (906) 261 88ap Fay: (205) 281 2338
www.slnofores).com E-mall: nfei@slnoferest.com
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December 10, 2009

Etnst & Young LLP
Chattered Accountants

In connection with the Preliminary Offering Memorandum dated December 1, 2009,
as supplemented by a pricing term sheet dated December 10, 2009 (together with
the Preliminary Offering Memotandum, the “Disclosure Package”) and the Final
Offeting Memorandum dated December 10, 2009 relating to the offering of
$400,000,000 4.25% convertible senior notes due 2016 (collectively referred herein
as the “Offering Memoranda) by Sino-Forest Cotporation (the “Company”), and
your letter delivered to Credit Suisse Securities (USA) LLC, TD Secutities Inc. and
Mertill Lynch, Pierce, Fenner & Smith Incorporated on December 10, 2009,
pursuant to the Putchase Agreement between Sino-Fotest Cotporation and the
Credit Suisse Securities (USA) LLC dated December 10, 2009, and in connection
with your report dated March 13, 2009 with respect to the consolidated financial
statements of Sino-Forest Corporation as at December 31, 2008 and 2007 and for
the years then ended, and your report to the directors dated March 12, 2008 except
as to notes 2, 18 and 23 which are as of July 17, 2008 with respect to the
consolidated financial statements of Sino-Forest Cotporation as at December 31,
2007 and for the year then ended that are incorporated by reference in the Offering
Memoranda, the representations made to you in our letter of March 16, 2009 and
July 17, 2008, respectively, temain current.

Certain representations in this letter ate described as being limited to matters that
are material. Items are considered material, regardless of size, if they involve an
omission or misstatement of accounting information that, in light of surrounding
citcumstances, makes it probable that the judgment of a reasonable person relying
on the information would be changed or influenced by the omission or
misstaternent.

1

Tel. (852) 2887 0078  Fax: (852) 2877 0062
el (905) 281 8889 Fax: (905) 281 3338
: Info@sinoforest.com

3816-24, 38/F, Sun Mung Kai Gentre, 20 Harbour Road, Wanchai, Hong Kong
90 Burnhamthorps Road West, Suite 1208 Mississauga, Ontario, L5B 3C3, Canada
Byt
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In addition to the foregoing, we also confirm, to the best of our knowledge and
belief, the following representations made to you in connection with yout post-
report review procedures.

Management’s responsibilities

We have responded fully to all inquiries made to us by you during the completion of
yout procedures.

We have no plans or intentions that may materially affect the cartying value or
classification of assets and liabilities.

Unaudited financial information

We recognize that, as members of management of the Company, we are responsible
for the preparation and fair presentation of its unaudited consolidated financial
statements for the three and nine-month periods ended September 30, 2009 made
available to you incorporated by reference in the Offering Memoranda. Such
financial statements were prepared from the books and records of Sino-Forest
Cotrporation in accordance with Canadian generally accepted accounting principles
applied on the same basis as that used for the audited consolidated financial
statements of Sino-Forest Corporation as at and for the year ended December 31,
2008 and 2007, and reflect all adjustments necessary for a fair presentation of the
consolidated financial statements. All material -transactions have been propetly
recotded in the accounting records underlying these financial statements. No
material adjustment of such financial statements is requited, and no adjustments
other than those necessary for fair presentation of the results for those periods have
been reflected thetrein. No consolidated financial statements are available for any
petiod subsequent to September 30, 2009.

2

3815-29, 38/F, Surl Hung Kal Genire, 30 Harbour Road, Wanchai, Hong Kong Tel (852) 2887 0078  Fax: (8472) 2877 0062
20 Bumhamthorpe Road Wast, Suite 1208 Mississauga, Ontario, 158 3C3, Canada Tel: (905) 281 8889 Fax: (205) 281 3338
waar.sincforest com E-mail: Info@sinoierest.com
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Minutes and contracts

We have made available to you all financial records and related data and all minutes
of the meetings of shareholders, ditectors and committees of directors (or
summatries of actions of recent meetings for which minutes have not yet been
prepatred) held through the year to the most tecent meeting on December 8, 2009,
except for meetings on November 11, 2009 and November 23, 2009 for which
minutes have not been approved.

We have made available to you all significant contracts (including amendments) and
agreements, and have communicated to you all significant oral agreements. We have
complied with all aspects of the contractual agreements that would have a material
effect on the financial statements in the event of noncompliance.

Financial statement representations

There have been no significant changes in the capital accounts and long-term debt
(including debt covenants and compliance with them, and other than scheduled
maturities and repayments) from the audited balance sheet date to the date of this
letter. To the best of our knowlédge,there was no change in shate capital as at
December 8, 2009 as compated to the corresponding amount as at September 30,
2009 and there was an increase in long-tetm debt of US$3 million as at December 8,
2009 as compared to the corresponding amount as at September 30, 2009,
representing the accretion of convertible senior notes and amottization of deferred
financing costs on the long-term debt, and (ii) from October 1, 2009 to October 31,
2009, there is an approximate US$54 million decrease in aggregate sales of standing
timber and imported logs of Sino Forest Resources Inc. and Suti-Wood Inc.
(collectively referred to as the “Principal Subsidiaries”) and an approximate US$20
million decrease in aggregate cost of sales of standing timber and imported logs of
the Principal Subsidiaries as compared to the corresponding period of 2008.

Share-based payments

1. All grants of share-based payments have been propetly approved by the Boatd of
Directors or its delegated representatives on or prior to the grant date, and are in
compliance with the terms of the plan from which they were granted.

3

3815-28, 38/F, Sun Hung Kai Centre, 30 Harbour Road, Wanchai, Hong Keng Tel: (852) 2887 0078  Fax: (852) 2877 0062

90 Burnhamthorpe Road West, Suite 1208 Mississauga, Ontario, LEB 3C3, Canada Tel: (905) 281 8889 Fax: (805) 281 3338
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2. The Company has properly determined the approptate grant dates or
measurement dates for all share-based payments in accordance with CICA
Handbook Section 3870. We have recognized compensation cost, as well as
liabilities for income taxes, payroll taxes, minimum tax withholding obligations,
penalties and interest, as appropriate, under the applicable accounting standards.

3. We are responsible for the estimation methods and assumptions used in
accounting for the Company’s share-based payments in accordance with CICA
Handbook Section 3870. Fair value and intrinsic value measurements are based
on the grant date or measurement date share price as specified in CICA
Handbook Section 3870. The assumptions used in fair value measurements made
in accordance with CICA Handbook Section 3870, represent our best estimates
as of the measurement date of expectations of future conditions.

Subsequent Events

No events, transactions or changes in accounting policies and presentation have
occurred since the dates of our previous letters or are pending that would have a
material effect on the audited financial statements and the unaudited interim
financial information incorporated by reference in the Offering Memoranda, or that
are of such significance in relation to the Company’s affairs to require mention in a
note to the audited financial statements or the unaudited interim financial
information, in each case in order to make them not misleading and in accordance
with generally accepted accounting principles as of the date of this letter. We have
petformed procedutes to identify subsequent events up to and including December
8, 2009.

Approval of document

The Offering Memoranda have been approved by the board of directors of the
Company.

4

3816-29, 38/F, Sun Huny IKal Cerdére, 30 Harbowt Read, Wanchai, Hong Kong Tel: (352) 2687 0078  Fax: (8562) 2877 0052
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Vety truly youts,

ey

Allen Chan
Chief BExecutive Qfficer

Date

David Hogsley - Date:
Chief Financial Officer

=

Tom Maradin ' Date
Vice President, Risk Management

5
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Very truly yours,

Allen Chan Date
Chief Executive Officer

David s';le /'/ Date
Chief Fmﬂncial Of;ﬁ e
Toin Maradia Date
Vice President, Risk Management
5
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Decembet 17, 2009

Etnst & Young LLP
Chatrtered Accountants
Pacific Centre

P.O. Box 10101

700 West Georgia Street
Vancouver, Canada V7Y 1C7

In connection with the Preliminary Offering Memotrandum dated December 1,
2009, as supplemented by a pricing tettmn sheet dated December 10, 2009
(together with the Preliminary Offering Memorandum, the “Disclosure
Package”) and the Final Offeting Memorandum dated December 10, 2009
relating to the offering of $400,000,000 4.25% convertible senior notes due
2016 and an additional US$60,000,000 principal amount of such notes to cover
over-allotments (collectively referred herein as the “Offering Memoranda”) by
Sino-Fotest Cotporation (the “Company”), we cettify to the best of our
knowledge and belief that during the petiod from January 1, 2009 to date, no
events have occurred which have a material effect on the consolidated financial
statements as of and for the years ended December 31, 2008 and 2007, which
should be disclosed in order to keep those statements from being misleading,

With respect to the unaudited consolidated financial statements as at
September 30, 2009, we cettify to the best of out knowledge and belief that:

(@  Such unaudited consolidated financial statements were prepated in
accordance with accounting principles and practices consistent in all
material respects with those followed in the preparation of the audited
financial statements for the years ended December 31, 2006, 2007 and
2008 incorporated by reference in the Disclosure Package and the
Offering Memoranda;

(b)  Such unaudited consolidated financial statements present faitly the
information purported to be shown thereby; and

3815-29, 38/F, Sun Hung Kai Centre, 30 Iarbour Road, Wanchai, Hong IKong Tel: (BERN2677 0078 Fax: (852) 2877 0062
90 Burnhamthorpe Road West, Suite 1208 Mississauga, Ontario, L5B 3C3, Canada Tel: (80%) 281 8889  Fax: (905) 281 3338
www.sinoforest.com E-mail: iffcd@sinoforest.com
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Also,

No material adjustment of such unaudited consolidated financial
statements is requited, and no adjustments other than those necessary
for fair presentation of the results for those petiods have been reflected
therein.

to the best of our knowledge and belief, except in all instances for

changes that the Disclosure Package and the Offering Memotanda disclose -
have occurred or may occur:

()

At December 15, 2009, ,there was no change in share capital as at
December 15, 2009 as compared to the cotresponding amount as at
Septembet 30, 2009 and there was an increase in long-term debt of
US$3.6 million as at December 15, 2009 as compared to the
corresponding amount as at September 30, 2009, representing the
accretion of convertible seniot notes and amortization of deferred
financing costs on the long-term debt, and (ii) from October 1, 2009 to
October 31, 2009, thete is an approximate US$54 million decrease in
aggregate sales of standing timber and imposted logs of Sino Forest
Resources Inc. and Sutri-Wood Inc. (collectively referred to as the
“Principal Subsidiaties”) and an approximate US$20 million decrease in
aggregate cost of sales of standing timber and impotted logs of the
Principal Subsidiaties as compared to the cortesponding petiod of 2008.

Further, we confirm that:

©

®

3815-29, 38/F, Sun Hung IKai Centre, 30 Harbour Road, Warichai, Fong Kong

No consolidated financial statements of the Company ate available as at
any date or for any period subsequent to September 30, 2009; and

The minutes of all meetings of the Shareholders, the Board of Directors,
and the Audit Committee are ended up to December 15, 2009 in the
minute books, no such meetings have been held since that date. The
minutes for the Board of Directors’ and the Audit Committee’s meetings
on November 11, 2009, the Audit Committee’s meeting on November
23,2009 and the Board of Directors’ meeting on December 9, 2009 have
not yet been approved.

Tel: (852) 2877 0078 Fax: (852) 2877 0062

90 Burnhamthorpe Road West, Suite 1208 Mississauga, Ontario, L5B 3C3, Canada Tel: (905) 281 8889  Fax: (905) 281 3338
www.sinoforest.com E-mail: info@sinoforest.com
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Very truly youss,

;’75
pan d
A]lefgj}’? . Chan/ Chief Executive Officer

David Horsley, Chi_é{ Financial Officer

\

3815-29, 38/F, Sun Hung Kai Centre, 30 Harbour Road, Wanchai, Hong Kong

90 Burnhamthorpe Road West, Suile 1208 Mississauga, Ontario, L5B 3C3, Canada

www.sinoforest.com

Tel: (852) 2877 0078 Fax: (852) 2877 0062
Tel: (905) 261 8889 Fax: (905) 281 3338
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December 17, 2009

Ernst & Young LLP
Chartered Accountants
Pacific Centte

P.O. Box 10101

700 West Georgia Street
Vancouver, Canada V7Y 1C7

In connection with the preliminary shott form prospectus dated December 1,
2009 and final short form prospectus dated December 10, 2009 (collectively
the “Prospectuses”), and preliminaty offering memorandum dated December 1,
2009 and final offering memorandum dated December 10, 2009 (collectively.
the “Offering Memoranda”) issued by Sino-Forest Cotporation (the
“Company”) relating to the offer of 21,850,000 common shares including
2,850,000 common shares to be offered pursuant to the over-allotment option
ptovided by the Underwriting Agteement, we certify to the best of our
knowledge and belief that duting the petiod from January 1, 2009 to date, no
events have occurred which have a matertial effect on the consolidated financial
statements as of and for the years ended December 31, 2008 and 2007, which
should be disclosed in order to keep those statements from being misleading,

With respect to the unaudited consolidated financial statements as at
September 30, 2009, we certify to the best of our knowledge and belief that:

()  Such unaudited consolidated financial statements were prepared in
accordance with accounting principles and practices consistent in all
material respects with those followed in the preparation of the audited
financial statements for the years ended December 31, 2006, 2007 and
2008 incorporated by reference in the Prospectuses and the Offering
Memotanda;

(b)  Such unaudited consolidated financial statements present faitly the
information purported to be shown thereby; and

1
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Also,

No material adjustment of such unaudited consolidated financial
statements is requited, and no adjustments other than those necessary
for fair presentation of the results for those periods have been reflected
therein.

to the best of our knowledge and belief, except in all instances for

changes that the Prospectuses and the Offeting Memoranda disclose have
occurred or may occut:

C)

December 15, 2009, ,there was no change in share capital as at
December 15, 2009 as compared to the cotresponding amount as at
September 30, 2009 and there was an increase in long-term debt of
US$3.6 million as at December 15, 2009 as compared to the
cortesponding amount as at September 30, 2009, tepresenting the
accretion of convertible senior notes and amortization of deferred
financing costs on the long-term debt, and (ii) from October 1, 2009 to
October 31, 2009, there is an approximate US$54 million decrease in
aggregate sales of standing timber and imported logs of Sino Forest
Resources Inc. and Suri-Wood Inc. (collectively teferred to as the
“Principal Subsidiaries”) and an approximate US$20 million decrease in
aggregate cost of sales of standing timber and imported logs of the
Principal Subsidiaries as compared to the corresponding petiod of 2008.

Futrther, we confitm that:

©

®
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No consolidated financial statements of the Company are available as at
any date or for any period subsequent to September 30, 2009; and

The minutes of all meetings of the Shateholders, the Board of Directots,
and the Audit Committee ate ended up to December 15, 2009 in the
minute books, no such meetings have been held since that- date. The
minutes for the Board of Directors’ and the Audit Committee’s meetings
on November 11, 2009, the Audit Committee’s meeting on November
23, 2009 and the Board of Directors’ meeting on December 9, 2009 have
not yet been approved.
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Aﬂe{an/&' . Chan, (thief Executive Officer

David Hotsley, Chief Fi}t-a{hncial Officer

Thomas l\){glradin._, Vice President Risk Management
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