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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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

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

PRE-FILING REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC.,,
IN ITS CAPACITY AS PROPOSED MONITOR

INTRODUCTION

1. FTI Consulting Canada Inc. (“FTI Canada” or the “Proposed Monitor”) has
been informed that Sino-Forest Corporation (the “Company”) intends to make an
application under the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-
36, as amended (the “CCAA”) and to seek an initial order (the “Initial Order”)
from the Ontario Superior Court of Justice (Commercial List) (the “Court”),
granting, infer alia, a stay of proceedings against the Company until April 29,
2012, (the “Stay Period”) and appointing FTI Canada as monitor of the
Company’s CCAA Proceedings (defined below). The proceedings commenced by
the Company under the CCAA, if granted, will be referred to herein as the
“CCAA Proceedings”.

2. FTI Canada is a trustee within the meaning of section 2 of the Bankrupicy and
Insolvency Act, RS.C. 1985, c. B-3, as amended, and is not subject to any of the
restrictions on who may be appointed as monitor set out in section 11.7(2) of the

CCAA. FTI Canada has provided its consent to act as Monitor.

CONSULTING



Engagement of FTI Consulting and Preparation of this Report

FTI was originally retained through its Hong Kong office, FTI Consulting (Hong
Kong) Limited (“FTI HK” and together with FTI Canada, “FTI Consulting”) in
October 2011. The purpose of FTI HK’s retainer was primarily in connection
with the work being done to determine whether the Q3 Results (defined below)
could be issued. The scope of FTI1 HK’s retention was expanded in January 2012.
The expanded role of FTI HK included assisting management in the review and
preparation of detailed cash flow forecasts and analysis of outstanding
receivables, including collection options. FTI Canada has been formally retained
since March 12, 2012. FTI HK and FTI Canada have worked together in advising

the Company and in the preparation of this report.

Since its engagement, FTI Consulting has worked with the Company and its

advisors extensively. Among other things, FT1 Consulting has:

(a) Attended in-person meetings involving Houlihan (defined below), senior
management including the chief executive officer, chief financial officer
and Allen Chan (Sino-Forest’s founder and chief executive officer up to
August 2011) and others in order to gain information regarding Sino-

Forest and its situation;

b) Attended in-person and telephone meetings with other stakeholders
including the Ad Hoc Noteholders (defined below), the Board (defined

below) and others;

{c) Engaged legal counsel in Canada who has also participated in certain of

these meetings;

(d) Had a local team review certain Sino-Forest documents and engage in
discussions with Sino-Forest in both Hong Kong and the PRC (defined

below);

(e) Met with Sino-Forest finance personnel located in Canada, Hong Kong
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and the PRC,

) Obtained financial and other information produced by Sino-Forest relating

to its operations, its cash flow forecasts and current financial situation;
(g) Reviewed redacted versions of the IC Reports (defined below),
(h)  Reviewed certain of the books and records of the Company;

(i) Reviewed the Note Indentures (defined below) and related guarantee and

security documents; and

)] Reviewed various other documents and materials relevant to the Company

and its business.

As a result of these efforts, FTI Consulting has become familiar with the
Company’s current state of affairs including the basis on which it is now secking

CCAA protection, and approval of the Sale Process (defined below).

Although this Report has been prepared in anticipation of FTI Canada’s
appointment as monitor of the Company, it has been prepared with the same duty
and care and with the same level of diligence as though FTI Canada had already

been appointed to such role.

In preparing this report, the Proposed Monitor has relied upon unaudited financial
information of the Company, the Company’s books and records, certain financial
information prepared by the Company, the IC Reports (defined below) and
discussions with the Company’s management. Other than as described in
paragraph 4 above, the Proposed Monitor has not audited, reviewed or otherwise
attempted to verify the accuracy or completeness of the information. Accordingly,
the Proposed Monitor expresses no opinion or other form of assurance on the
information contained in this Report or relied on in its preparation. Future
oriented financial information reported or relied on in preparing this Report is
based on management’s assumptions regarding future events; actual results may

vary from forecast and such variations may be material.

COHSULTING
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Purpose of this Report

8.

The purpose of this report is to:

(2)

(b)

Inform the Court on the following:
(i) an overview of the Company and its current situation;

(ii) an outline of the Proposed Monitor’s understanding of
circumstances that have led to the Company’s current request for

relief;

(iii)  the proposed restructuring activities of the Company including the

Support Agreement (defined below);

(iv)  the Sale Process to be undertaken for the business and assets of the

Sino-Forest Companies (defined below);
(v)  the Company’s March 29 Forecast (defined below); and

Support the Company’s application and recommend that the Court grant
the proposed Initial Order and Sale Process Order including the following

relief:
(i) a stay of proceedings to April 29, 2012;
(ii)  approval of certain payments during the CCAA Proceedings,

(iti)  approval of a charge securing the fees and expenses of the
Monitor, its counsel and counsel to the Company, counsel to the
Board (defined below), Houlihan, FTI HK, counsel to the Ad Hoc
Noteholders (defined below) and the financial advisor to the Ad
Hoc Noteholders in the aggregate amount of CAD$15 million (the

“Administration Charge”);

(iv)  approval of a charge securing an indemnity in favour of the
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11.
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directors and officers of the Company in the aggregate amount of
CAD$3.2 million (the “Directors’ Charge”);

(v}  approval of the engagement of Houlihan Lokey Capital, Inc.
(“Houlihan™), pursuant to an engagement letter dated as of

December 22, 2011, (the “Financial Advisor Agreement”);
(vi)  approval of the Sale Process (defined below); and

(vii)  authorizing and directing the Company and the Proposed Monitor
to engage in certain procedures to notify the Company’s
noteholders regarding certain issues related to the Support

Agreement (defined below).

Unless otherwise stated, all monetary amounts contained herein are expressed in

S Dellars.

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

(defined below).

This report focuses on the Company’s current situation and immediate need for
court protection. This report should be read in conjunction with the affidavit of
W. Judson Martin, vice-chairman and chief executive officer of the Company,
sworn March 30, 2012 (the “Martin Affidavit”) which provides an overview as
to Sino-Forest’s history, business and operations and is therefore not repeated

herein.

BACKGROUND

Overview of Sino-Forest

12.

Sino-Forest conducts business as a forest plantation operator in the People’s
Republic of China (“PRC”). Its principal businesses include ownership and

management of forest plantation trees, the sale of standing timber and wood logs
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and complementary manufacturing of downstream engineered-wood products.

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

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

a world-wide basis.

Since the issuance of the MW Report, the Company has devoted extensive time
and resources to investigate and address the allegations in the MW Report as well
as responding to additional inquiries from, among others, the Ontario Securities
Commission (the “OSC”), the Royal Canadian Mounted Police (“RCMP”) and
the Hong Kong Securities and Futures Commission (“HKSFC”).

To carry out this work, on June 2, 2011, the Company’s board of directors (the
“Board™) appointed a three (3) person independent committee (the “IC”) to
investigate the allegations contained in the MW Report. The IC retained three (3)
law firms in Canada, Hong Kong and the PRC as well as financial advisors to

assist in the 1C investigation.

The IC ultimately issued three (3) reports on August 10, 2011, November 13,
2011 and January 31, 2012 (the “First Interim Report” the “Second Report”
and the “Final Report” and collectively, the “IC Reports”). The IC was able to
reach many conclusions addressing many of the allegations contained in the MW
Report. However, the IC was unable to make certain conclusions, particularly as it
related to certain of Sino-Forest’s relationships with third party intermediaries and

suppliers. The inability of the IC (and others) to have conclusively resolved those

CONSULTING
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issues has had an ongoing impact on the Company, namely the ability of the
Company to issue its Q3 Results and the 2011 Financial Statements (both defined
below).

18. With the issuance of its Final Report, the IC concluded its active investigation.
However, the Board established a Special Restructuring Committee of the Board
comprised exclusively of directors independent of management of the Company
for the purpose of supervising, analyzing and managing strategic options available

to the Company.

19.  Despite the work that was done by the IC, the 1C’s advisors, the Company
(including senior management) and others in the last nine months, it is apparent to
the Proposed Monitor that the MW Report, the subsequent litigation and
regulatory investigations and other issues continue to have a significant negative
impact on the Company and have threatened the long term viability of Sino-
Forest’s operations. For the reasons discussed below, the Proposed Monitor is of
the view that the events and occurrences over the last nine months have led the
Company and the business into a stalemate that cannot be resolved without a

Court supervised solution.
Current State of Sino-Forest

20.  The Proposed Monitor understands that the current state of the Sino-Forest

Companies is effectively as follows:
(a) Business impact:

@) The ability of Sino-Forest to access new offshore capital injections
for expansion has dried up and PRC funding has been substantially

curtailed given the uncertainty around the Company;

(i)  The Proposed Monitor understands that operations in the trading
and standing timber business outside the PRC and the standing

timber business in the WFOEs are effectively frozen, the trading

ﬁ F T I-
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business has stopped importing (other than the existing Thai
Redwood transaction which is ongoing) and manufacturing is

operating at lower levels than normal;

Many customers have ceased paying their receivables despite
concentrated efforts by Sino-Forest to collect on outstanding
balances, which, the Proposed Monitor understands includes SFC’s
counsel in the PRC sending legal demand letters to 12 BVI trading
companies for accounts receivable totalling approximately $126
million and 5 WFOE companies totalling approximately RMB
224.5 million;

Sino-Forest has had to reserve millions of dollars to pay suppliers
for outstanding debts, in order to avoid litigation or further hostile
situations from its suppliers and landlords/farmers (which the
Proposed Monitor understands has historically involved threats of

violence and occupation of Sino-Forest offices in Hunan);

The Company has been unable to release its financial results for
the nine-month period ended September 30, 2011 (the “Q3
Results™) and for reasons discussed below, is unlikely to be in a

position to release such statements in the near term, if ever;

The Company has been unable to release its 2011 audited financial
statements for the year ended December 31, 2011 (%2011
Financial Statements™) and for reasons discussed below, is
unlikely to be in a position to release such statements in the near

term, if ever;

Financial situation:

®

As of March 23, 2012, the Company has approximately $70.5

million in cash;
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The ability to repatriate funds from the PRC into off shore (i.e.
non-PRC) companies is limited by many factors including the
historic “BVI” corporate structure, state administration of foreign
exchange (“SAFE”) regulations and other currency control issues

(which are discussed extensively in the Martin Affidavit);

The Company has limited prospects of being able to raise further

capital or debt in the near future;

Sino-Forest has not been able to secure or renew certain existing
onshore banking facilities, has been unable to obtain offshore
letters of credit to facilitate Sino-Forest’s trading business, and all
offshore banking facilities have been repaid and frozen, or

cancelled;

Sino-Forest’s operating subsidiaries have lost access to capital
injections, local bank financing and intercompany funding for

expansion opportunities due to the Company’s financial situation;

Due to the business constraints above, Sino-Forest’s operations are
now operating on a significant burn as they are being pressured to
continue to honour payables while collecting minimal receivables

and failing to generate significant new sales;

Legal and Regulatory Proceedings:

(i)

(i)

(iii)

Sino-Forest continues to divert significant resources to address the
ongoing regulatory and criminal investigations by the OSC and the
RCMP as well as inquiries from the HKSFC;

Numerous class actions have been commenced in Canada and the

US and more are threatened;

The OSC has issued a Cease Trade Order in respect of the

Company’s shares, which is ongoing;

1066



(d

(©

ﬁ T !.
COMNSULTING

-10-

Default under the Note Indentures:

®

(i)

(iii)

(iv)

As a result of the Company’s failure to issue its Q3 Results, the
Company is in default (the “Financial Reporting Covenant
Default”) under its four (4) series of issued notes (the “Notes”)
and is unlikely to be in a position to cure such default in the near

term, if ever;

On January 12, 2012, the Company announced that holders of a
majority of its 2014 Senior Notes and 2017 Senior Notes (who had
issued default notices under their respective note indentures) had
agreed to waive (the “Waiver Agreements”) the Financial
Reporting Covenant Default on certain terms and conditions
(discussed below) including a covenant to make certain interest

payments;

The Waiver Agreements terminate on the earlier of April 30, 2012
and any earlier termination of the Waiver Agreements in

accordance with their terms;

The failure to deliver the 2011 Financial Statements by March 31,
2011 will constitute a further default under the Note Indentures

(subject to a 30 day cure period);

Failure to Produce Q3 Results and 2011 Audited Statements

(1)

(i)

As set out in the IC’s Second Report, subsequent to August 26,
2011, a number of documents came to the IC’s attention that

required further investigation and review;

On or before November 15, 2011, the deadline for the release of
the Q3 Results, the Board’s audit committee recommended and the
Board agreed that the Company should defer the release of the Q3

Results until certain issues could be resolved to the satisfaction of
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the Board and the Company’s external auditor;

(iiiy  The issues included (A) determining the nature and scope of the
relationships between Sino-Forest and certain of its Als (defined
below) and suppliers, as discussed in the Second Report, and (B)
the satisfactory explanation and resolution of issues raised by
certain documents identified by the IC's advisors, the Company’s

counsel, the Company’s auditors, and/or by OSC staff;

(iv)  Although the Company (and the IC) continued to work to resolve
these issues, the allegations set out in the MW Report and raised
by the OSC, the Company subsequently announced that there was
no assurance that it would be able to release the Q3 Results, or, if

able, as to when such release would occur;

V) Those same issues outlined above remain gating items to the

Company’s ability to release 2011 Audited Financial Statements;
H) Political Factors:

() Sino-Forest requires ongoing support from all levels of the PRC
government to operate its business in a manner that will be

profitable;

(i)  To date, the PRC government has been supportive, but has recently
expressed concern regarding the ongoing distress of the business
and has indicated that it expects the Company to propose a viable

solution in the near future; and

(iii)  Loss of support from the PRC government would likely be fatal to
any chance of success in restructuring the Company in a way that

maximizes value for the Company’s stakeholders.

21.  In summary, Sino-Forest’s state of affairs is such that it cannot maintain a status

quo for much longer.

ﬁ CONSULTING
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CIRCUMSTANCES OF THE CCAA APPLICATION

22.

23.

The Martin Affidavit provides a detailed outline of Sino-Forest’s corporate
structure, business, reported assets and financial information. The Martin
Affidavit also provides a detailed chronology of the Company and its actions
since the issuance of the MW Report in June 2011 including the formation of the
IC, the issuance and conclusions set out in the IC Reports, the Class Actions, the
0OSC, RCMP and HKSFC investigations and the defaults under the Notes.

This Report does not propose to repeat those details. Instead, the Proposed
Monitor has focused on the following areas, which it believes are relevant for
understanding the basis on which it is recommending the granting of the Initial

Order and the approval of the Sale Process at this time:

(a) Sino-Forest’s historical method of doing business and certain of the legal

issues that are embedded within that structure;
(b)  the role of the PRC government and the forestry industry in the PRC; and

(c) Sino-Forest’s current options.

The Company’s history

24.

Sino-Forest operates through two different corporate models — the “BVI” model
and the “WFOE” model. It is significant to understand the corporate models used
by Sino-Forest in its operations because of the corresponding issues associated

with repatriating value offshore from each of those various entities.

BVI Forestry Holding Companies (“BVIs”)

25.

Until 2004, Sino-Forest used the BVI model exclusively to invest in timber rights
in the PRC. The Proposed Monitor understands that the BVI model essentially
involves the use of a British Virgin Island company to invest in timber rights in
the PRC. Due to the restrictions on foreign companies under PRC law which do

not permit foreign companies to conduct business in the PRC without business
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licenses granted by competent government authorities, BVIs must carry on their
sale activities through authorized intermediaries (“Als™) onshore. Further, BVIs
are not permitted to have bank accounts in the PRC. It is the Als who enter into
the direct contracts for the sale of standing timber with end customers. Als are
also responsible for remitting taxes arising from sales to the relevant PRC tax
authorities. Once money is in the BVI system, it has never been repatriated off
shore and any profit has always been re-invested in further plantation timber
rights. The only exception to that are in the small instances where Sino-Forest

has tested its on-shoring strategy (discussed in further detail below).

26.  The BVI model was the model used by Sino-Forest when it started operations in
1994 due to the restrictions on foreign business operations in the PRC. Over the
years, the BVI model was therefore used to purchase significant amounts of Sino-
Forest’s reported timber holdings (approximately 60% of its reported timber
holdings). From an investor/creditor perspective, the model is problematic for a

number of reasons including:

(a) BVIs are restricted from carrying on business directly in the PRC — as
such, many of the title verification issues that were contained in the MW
Report and arose during the IC investigation were due to the fact that
when BVIs purchase timber, they are only purchasing the timber rights
and not any underlying land use rights (which interests are capable of

being registered in most parts of the PRC);

(b) BVIs must sell through the Als. This has resulted in a certain lack of
transparency in a number of issues that were the focus of the MW Report
and the IC investigation — including the relationships between the Als and
certain of the suppliers, an inability to see into the books and records of
the Als to verify booked sales, and the extent to which the Als had, in fact,

remitted applicable taxes to relevant tax authorities; and

(c) The Proposed Monitor understands that for various reasons, but primarily

related to the SAFE regulations, there is no way for a BVI to efficiently
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repatriate cash off shore without giving rise to significant negative tax
consequences - as such, since the businesses’ inception, all profit has

simply been further re-invested in the BVI model in new trees.

In 2004, the Ministry of Commerce for the PRC began allowing wholly foreign

owned enterprises (“WFOEs”) to conduct business in the trading of timber on

shore in the PRC. Post 2004, almost all of Sino-Forest’s new capital invested in

timber assets has been employed through the WFOE model. The Proposed

Monitor understands that the WFOE model is preferable for several reasons

including:

(a)

®)

(©)

(d)

WFOEs can conduct business on shore in the PRC and as such, they do
not need to use the Al model. They can (and do) transact directly with

customers,

Financial information as to the WFOE holdings on Sino-Forest’s books
and records is more readily verifiable and therefore more transparent in

nature;

WFOEs can acquire land use rights through pre-paid long term leases.
The ability of WFOFEs to invest in land use rights is advantageous because
(i) for the most part, it appears that these rights can be registered and are
therefore more easily verifiable; (ii) the WFOE can finance its business
against its land rights; and (iii) it is viewed favourably by the PRC because
it is evidence of Sino-Forest’s long term intentions within the forestry

industry in the PRC; and

WFOE:s are preferable from a foreign investor perspective because there is
an identifiable process for the repatriation of funds off-shore to the foreign

investor parent.

As of December 31, 2010, approximately 40% of Sino-Forest’s reported timber
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holdings were held through the WFOE structure.

On-shoring

29.

30.

As part of its long term strategy, the Company has been considering options to
transition its BVI assets into WFOE assets. This process is referred to as “on-
shoring”. The Proposed Monitor understands there is no single standard protocol
for on-shoring Sino-Forest’s assets and that Sino-Forest is looking into various
alternative methods of migrating the ownership of the BVI assets. At its root, on-
shoring requires the creation of a new WFOE that is capitalized to receive timber
rights from the BVIs and at the same time, acquire the accompanying underlying
land use rights. The Proposed Monitor understands that the precise methods for
successfully on-shoring varies on a county to county basis and requires extensive
negotiations with various stakeholders including potentially the land owners and

tax authorities. It could also involve the cooperation of suppliers and Als.

The Proposed Monitor understands there are no assurances that on-shoring will be
successful on a large scale basis and that, even if the Company is successful in on-
shoring certain of its assets, that does not necessarily mean it will be successful in
other regions. However, the Company has indicated that it believes there are
incentives for parties to cooperate with an on-shoring process as it generally
involves the promotion of business in more rural areas, the ongoing employment
of individuals in those regions and cash injections to the land owners on the pre-

paid leases.

The Role of the PRC Government

31

<
-
-

Based on the conversations that the Proposed Monitor has had with members of
senior management of the Company and various of its advisors, the Proposed
Monitor understands that the PRC government has and will continue to play a key

role in any successful restructuring.

The forestry industry in the PRC is subject to The Forestry Law which provides

for a limited system pursuant to which verification as to legal ownership of timber
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or land may be obtained. The Monitor has also been advised that it is not clear
that the Forestry Law has been fully implemented on a nation-wide basis such
that, in some instances, no verification from regional forestry bureaus may be

available.

The Company has advised that the PRC has taken numerous steps in the last years
to promote the timber plantation industry including opportunities for foreign
investment. It is also apparent that navigating timber operations within the PRC
has obvious political and state related implications due to the role of the Chinese
government in business operations in China generally, the geographic location of
many of the plantations, the reliance upon provincial and other registries for asset
verification, and the uncertainty surrounding certain taxation and other laws in the
PRC that could have significant implications on Sino-Forest’s business structure

and/or ability to expand.

Further, it is clear that in many instances, there is an emphasis put on “business
relationships” among parties that is paramount to any contractual or legal
relationship that may have been entered into by the parties. These relationships
are relied upon for the conduct of business in this industry in the PRC. In the
course of its investigation, the IC reported that it was apparent that integral to

Sino-Forest’s business model was its refationships with business partners.

The Company has advised the Proposed Monitor that it believes that the PRC has
been and will continue to be supportive of Sino-Forest as an ongoing business.
Sino-Forest is the largest private forestry operator in the PRC and it has complied
with and promoted PRC policy in terms of growth and efficiency in the natural
resource sector over its 18 years of business. All of these factors have resulted in
Sino-Forest having a positive and encouraging relationship with the PRC
government. Consequently, the PRC government has, by and large, been
facilitative of Sino-Forest’s business. Ongoing support will be required if this
restructuring process is to be successful. Maintaining relations with the PRC
government both nationally and locally will also be crucial to Sino-Forest’s on-

shoring strategy.

'..
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Through extensive discussions that the Proposed Monitor has had with the
Company and various advisors to the Company, it has become apparent that much
of Sino-Forest’s historical success has been due to the leadership of Allen Chan.
Although Mr. Chan resigned as CEO and chairman after the issuance of the MW
Report, Mr. Chan has remained involved in Sino-Forest and, in particular, plays a
key role in maintaining and building on existing PRC relations. The Martin
Affidavit also contains further detail as to the importance of Mr. Chan in any

restructuring.

It is equally clear to the Proposed Monitor that the PRC government has the
ability to be a significant impediment to solutions that it does not view as
favourable or in furtherance of PRC policy. The Company and Houlihan have
both expressed the view that if attempts were made to break up the company, that
could be viewed as being contrary to the general direction of, and have a
significant impact on, the PRC’s natural resource growth policies and would
likely be viewed negatively by the PRC government. Further, the PRC
government is cognizant of the location of many of the Sino-Forest plantations
and their proximity to state run facilities and has expressed concern to the
Company as to how these issues will be addressed going forward if ownership is

to change hands.

The Company’s Options

38.

F

The Proposed Monitor is aware that the Company, in consultation with its various
advisors, has considered many alternatives to solve both the Company’s current
problems as well as to provide longer term solutions to the issues inherent in the
BVI structure. For various reasons, the options of maintaining the status quo or
attempting to liquidate the assets (i.e. timber) are not feasible options
notwithstanding the guarantees and pledges that may have given the noteholders
certain rights to do so. Some of the issues that would prohibit status quo or

liquidation are as follows:

(a) Status quo — as set out above and in the Martin Affidavit, the MW Report

CONSULTING
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and subsequent events have left the Sino-Forest business paralyzed and
unable to continue. Sources of outside funding for expansion have dried
up, sales have been halted while the business continues to burn money
necessary to its operations. Further, the Company has advised that based
on meetings between members of senior management and the PRC, the
PRC is not content to allow Sino-Forest’s current situation to continue
indefinitely and has insisted that a path forward for Sino-Forest be

proposed;

(b) Liguidation — It is not clear to the Proposed Monitor that a liquidation
could even be achieved in this circumstance. However, even if it could be,
liquidating the timber assets within the PRC is unlikely to achieve any
desired result. As set out above, given the historical structural issues
inherent within the BVI structure, it is doubtful that any proceeds of a

liquidation could be moved off shore successfully.

39.  The Proposed Monitor is aware that the Company and its advisors have engaged
in extensive conversations and negotiations with an ad hoc committee of
noteholders (the “Ad Hoc Noteholders”) for the past several months as to the

various options available to Sino-Forest as well as the noteholders.

40,  The Proposed Monitor understands that these extensive arm’s length negotiations
involved email, telephonic and in-person meetings between the various parties
and have included, at different times, the Company’s senior management
(including Mr. Martin, the Company’s chief financial officer, Mr. David Horsley
and Mr. Chan), Houlihan, the Company’s legal advisors, certain of the Ad Hoc
Noteholders themselves and their legal and financial advisors. During the course
of these meetings, the parties have explored the options available to both the

Company and the noteholders including the liquidation option.

THE SUPPORT AGREEMENT AND PROPOSED RESTRUCTURING

4]1.  Following extensive arm’s length negotiations, the Company and the Ad Hoc

ﬁ F- T I.
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Noteholders have reached agreement on the terms of a support agreement (the
“Support Agreement”). The Proposed Support Agreement has been executed by
holders of the Notes holding approximately 40% of the Notes. The Support
Agreement contemplates (and provides incentive for) additional noteholders
becoming party to the Support Agreement by way of Joinder Agreement. As set
out below, it is contemplated that the Proposed Monitor will post a copy of the
Support Agreement on its website. The material terms of the Support Agreement

are set out in the Martin Affidavit.

The Proposed Monitor has reviewed the terms of the Support Agreement. The
Proposed Monitor believes that the terms of the Support Agreement are
reasonable in the circumstances. In reaching that conclusion, the Proposed
Monitor first considered the fact that Sino-Forest’s situation is not that of a typical
debtor. The Company’s options in terms of realizing value on its assets are
limited given not only the legal impediments, but also the nature and location of

the physical assets. Further, other considerations included the following:
{a)  Neither maintaining the status quo nor liquidation are realistic options;

(b) The debt outstanding under the Indentures constitutes an overwhelming

majority of the Company’s overall debt;

(c) The Support Agreement proposes a solution through the use of a CCAA

plan that provides for, among other things:

(i) a structured solution pursuant to which the business operations will
be liberated from the existing legal challenges facing the Company
(namely the extensive litigation and contingent claims) and put
into a new structure which will ultimately be able to work to fix

the structural issues in Sino-Forest’s business;

(ii)  participation rights for certain junior constituents whose claims

rank behind the noteholders;

CONSULTING
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(iii)  a framework for the litigation and/or resolution of the claims faced

by the Company;

(d) As discussed below, there are significant challenges to finding another

buyer of the business;

(e) Notwithstanding those challenges, the Support Agreement contemplates a
Sale Process (defined and discussed below) to determine whether a higher

or better option is available; and

® As discussed above, neither maintaining the status quo nor liquidation are

desirable or possibly viable options.

THE PROPOSED SALE PROCESS

Sale Process Terms

43,

44.

45.

F

As contemplated under the Support Agreement, the Company is also seeking
approval of certain sale process procedures (the “Sale Process™) and related
relief. If approved, the Company, in consultation with the Proposed Monitor and
Houlihan, will immediately commence a marketing process for the Sino-Forest

business.

The material terms of the Sale Process are set out in the Martin Affidavit. The
Proposed Monitor has been consulted in the development of the proposed Sale

Process terms and believes they are reasonable in the circumstances.

The Company, the Proposed Monitor, Houlihan, and advisors to the Ad Hoc
Noteholders have had extensive discussions as to the appropriate time frame in
which the business may be marketed. The Proposed Monitor believes that it is
appropriate for the Company to seek approval of the Sale Process as part of its

initial application based on the following factors:

(a) As set out above, the growth of the forestry business and the trading

business has effectively come to a halt and are rapidly burning cash;

CONSULTIMG
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(b)  The Sino-Forest business is extremely complicated — for any buyer, there
will be significant legal, tax, regulatory, political and cultural

considerations that will need to be addressed;

(c) Given the extensive negative publicity that has surrounded the business,
buyers will likely require extensive due diligence and that may include not
just document review, but meetings in HK as well as the PRC, site visits

and other time intensive exercises;

(d) Timber is a seasonal business with the majority of sales taking place in Q3
and Q4 of each year — if a transaction is not completed before the end of
Q3 of this year, that will effectively result in a further year with few or no

sales; and

(e) The Company needs to be able to demonstrate to the PRC government, in
the near future, that it has a clear path forward, absent which it risks losing

its support.

46.  The proposed Sale Process is intended to be a market test of the terms of the
proposed restructuring set out in the Support Agreement. However, given the size
of the business and the issues surrounding the business, both Houlihan and the
Company have indicated that there is likely to be a limited landscape of potential
buyers. The Proposed Monitor agrees that this may be the case but nonetheless
believes that it is important as part of the CCAA Proceedings that the Sale Process

be commenced to determine what other interest may exist.

47.  Given the urgency described above, the Proposed Monitor is aware that Houlihan
has already commenced certain efforts in respect of the proposed Sale Process.
Given the circumstances of this situation, the Proposed Monitor is of the view that

such actions by Houlihan have been prudent.
Retention of Houlihan

48. In anticipation of a potential filing and Sale Process, the Company retained
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Houlihan pursuant to the terms of the Financial Advisor Agreement. The terms of
the Financial Advisor Agreement, including the proposed fee structure, are set out
in the Martin Affidavit. The Proposed Monitor is aware that the Company
considered at least three (3) other candidates, all of whom are well-known

international investment banks, prior to retaining Houlihan.

The Proposed Monitor understands that the Board’s decision to retain Houlihan
was based on Houlihan’s experience in debt restructurings including working with
noteholders as well as its extensive presence in North American and Asian

markets.

The Proposed Monitor has reviewed the terms of the Financial Advisor
Agreement. The Proposed Monitor believes that, in the circumstances, it is
reasonable for the Company to have retained Houlihan and negotiated the terms
contained in the Financial Advisor Agreement. Accordingly, the Proposed

Monitor recommends the approval of the Financial Advisor Agreement.

THE COMPANY’S CASH FLOW FORECAST

Cash Flow Projections

51.

F

The Company, with the assistance of the Proposed Monitor, has prepared
consolidated 13-week cash flow projections of its receipts and disbursements (the
“March 29 Forecast”). The March 29 Forecast, together with the management’s
report on the cash-flow statement as required by section 10(2)(b) of the CCAA, is
attached hereto as Appendix A. The March 29 Forecast shows a negative net cash
flow of approximately $19.3 million in the period March 31 to June 29, 2012, and

is summarized below:
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5000 CAD .

Cash inflow

Interest Income b 412
Total cash inflows s 412
Cash outflow

Payroll and Benefits 3 181

Board & Committee Fees 3 253

Travel 3 315

Rent,Communication & Utilities $ 60

Taxes & Other $ 195
Total cash outflows $ 1,004
Net Operating Cashflow $ (591)
Restructuring Costs

Professional Fees S 18,730
Total Restructuring Costs $ 18,730
Net Cash Flow $ (19,321)
Opening Cash Balance $ 67,846
Net Cash Balance $ (19,321)
Ending Cash Balance $ 48,525

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

Proposed Monitor’s Report on the Reasonableness of the Cash Flow Projections
53.  Section 23(1)(b) of the CCAA states that the Propesed Monitor shall:

“review the company’s cash-flow statement as to its
reasonableness and file a report with the court on the

Proposed Monitor’s findings;”

54. Pursuant to section 23(1)(b) of the CCAA and in accordance with the Canadian
Association of Insolvency and Restructuring Professionals Standard of Practice

09-1 (“CAIRP SOP 09-17), the Proposed Monitor hereby reports as follows:

(a) The March 29 Forecast has been prepared by the management of the

F

CONSULTING
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(b)

(c)

(d)

F
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Applicant for the purpose described in Note 1, using the Probable and
Hypothetical Assumptions set out in Notes 2 to 6;

The Proposed Monitor’s review consisted of inquiries, analytical
procedures and discussion related to information supplied by certain of the
management and employees of the Company. Since Hypothetical
Assumptions need not be supported, the Proposed Monitor’s procedures
with respect to them were limited to evaluating whether they were
consistent with the purpose of the March 29 Forecast. The Proposed
Monitor has also reviewed the support provided by management of the
Company for the Probable Assumptions, and the preparation and

presentation of the Cash-Flow Statement;

Based on its review, nothing has come to the attention of the Proposed

Monitor that causes it to believe that, in all material respects:

() the Hypothetical Assumptions are not consistent with the purpose
of the March 29 Forecast;

(i) as at the date of this report, the Probable Assumptions developed
by management are not suitably supported and consistent with the
plans of the Company or do not provide a reasonable basis for the

March 29 Forecast, given the Hypothetical Assumptions; or

(iii)y  the March 29 Forecast does not reflect the Probable and

Hypothetical Assumptions;

Since the March 29 Forecast is based on assumptions regarding future
events, actual results will vary from the information presented even if the
Hypothetical Assumptions occur, and the variations may be material.
Accordingly, the Proposed Monitor expresses no assurance as to whether
the March 29 Forecast will be achieved. The Proposed Monitor expresses
no opinion or other form of assurance with respect to the accuracy of any

financial information presented in this report, or relied upon by the
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Proposed Monitor in preparing this report; and

(e) The March 29 Forecast has been prepared solely for the purpose described
in Note 1 on the face of the March 29 Forecast and readers are cautioned

that it may not be appropriate for other purposes.

RELIEF SOUGHT

The Stay of Proceedings

55.

For the reasons set out herein, the Company requires a stay of proceedings while
it carries out its proposed restructuring activities. The Monitor believes that the

initial 30-day request is fair and reasonable in the circumstances.

Payments During the CCAA Proceedings

56.

The Company intends to make certain ordinary course payments during the
course of the CCAA Proceedings in accordance with and as set out in the March
29 Forecast. The Monitor believes this course of action is fair and reasonable in

the circumstances.

Administration Charge

57.

58.

The Company is seeking an Administration Charge in the amount of CAD$15
million with priority over all encumbrances against the Company’s assets other
than the Company’s assets which are subject to Personal Property Security Act
registrations (the “Encumbered Property”). Based on personal property registry
searches that were conducted by the Proposed Monitor’s counsel as of March 28,
2012, other than the Indenture Trustees under the Notes who have security in
respect of the pledged shares of the Company’s subsidiaries there was only one

registration that appeared on its face to be with respect to specific equipment.

The beneficiaries of the Administration Charge if granted would be the Proposed
Monitor, the Proposed Monitor’s counsel, counsel to the Board, FTI HK, counsel

to the Company, Houlihan, counsel to the Ad Hoc Noteholders and the financial
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advisor to the Ad Hoc Noteholders.

The Proposed Monitor has reviewed the underlying assumptions upon which the
Company has based the quantum of the proposed Administration Charge, the
complexities of the CCAA Proceedings and the services to be provided by the
beneficiaries of the Administration Charge and believes that the limit of CAD$15

million is reasonable in the circumstances.

The Proposed Monitor also believes that it is appropriate that the other proposed
beneficiaries of the Administration Charge be afforded the benefit of a charge as
they will be undertaking a necessary and integral role in the CCAA Proceedings.

The Directors’ Charge

61.

The Company is seeking the Directors” Charge in the amount of CAD$3.2 million
with priority over all encumbrances on the Company’s assets other than the
Administration Charge and the Encumbered Property. The Proposed Monitor
understands that the Board has insisted on the protection of the Directors’ Charge
in order to remain on the Board during the course of the CCAA Proceedings. The
Martin Affidavit also sets out a summary of the current insurance policies that are
available to the Board as well as the exclusions and possibility of non-renewal at

the end of the term.

The Financial Advisor Agreement

62.

Houlihan’s engagement is reasonable given the Company’s proposed Sale
Process. As set out above, Houlihan was considered along with other international

investment banks and selected on merit- based criteria.

Publication of Notices Support Agreement

63.

The proposed initial order contemplates that the Monitor will, among other things,

(a) Without delay, post a copy of the Support Agreement on its website at

http://cfcanada.fticonsulting. com/sfc; and
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(b) Publish a notice in the Globe and Mail and the Wall Street Journal (in
form and substance satisfactory to the Company, the Monitor and counsel
to the Ad Hoc Notcholders) notifying noteholders of the Support
Agreement and the deadline of 5:00pm (Toronto time) on the Consent
Date (as defined in the Support Agreement) by which any noteholders
(other than an Initial Consenting Noteholder) who wishes to become
entitled to the Early Consent Consideration pursuant to the Support

Agreement must execute and return a Joinder Agreement.

The Sale Process

64.

As set out above, the proposed Sale Process is contemplated by the Support
Agreement and is intended to test the market to determine whether a higher or
better offer than the transaction contemplated under the Support Agreement is
available. Further, given the circumstances and complexities of the situation as
set out above, the Proposed Monitor recommends approval of the Sale Process

Order on the date of this application.

CONCLUSION

65.

66.

The Proposed Monitor is of the view that the relief requested by the Company is
necessary, reasonable and justified. The Proposed Monitor is also of the view that
granting the relief requested will provide the Company the best opportunity to
undertake the CCAA Proceedings, to preserve value and maximize recoveries for
the Company’s stakeholders. As set out above, absent a restructuring, the
Monitor is of the view that the business has little chance of viability. Further,

given the circumstances, liquidation would likely destroy any stakeholder value.

Accordingly, the Proposed Monitor respectfully recommends that the Company’s

request for the Initial Order and the Sale Process Order.

ﬁ T I.
CONSULTING
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The Proposed Monitor respectfully submits to the Court this Pre-Filing Report.

Dated this 30™ day of March, 2012.

FTI Consulting Canada Inc,
In it capacity as proposed monitor of
thgtForest Cofporation, and not in its personal capacity

Greg Watson odj B. Porepa
Senior Managing Director Managing Director



APPENDIX A

Attached.
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Court File No.
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.5.C. 1985, c. C-36, AS AMENDED

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

(the “Applicants”)

REPORT ON CASH FLOW STATEMENT
(paragraph 10.2(b) of the CCAA)

The management of Sino-Forest (“SFC” or the “Company”) has developed the
assumptions and prepared the attached statement of projected cash flow of SFC as of the 29th
day of March 2012, consisting of a 13 week cash flow for the period March 31, 2012 to June 29,
2012 (the “March 29 Cash Flow™).

The hypothetical assumptions are reasonable and consistent with the purpose of the projections
as described in Note 1 to the cash flow, and the probable assumptions are suitably supported and
consistent with the plans of SFC and provide a reasonable basis for the March 29 Cash Flow.
All such assumptions are disclosed in Notes 2 to 6.

Since the March 29 Cash Flow is based on future events, actual results will vary from the
information presented and the variations may be material.

The March 29 Cash Flow has been prepared solely for the purpose outlined in Note 1, using the
probably and hypothetical assumptions set out in Notes 2 to 6. Consequently readers are
cautioned that the March 29 Cash Flow may not be suitable for other purposes.

p
David Ho@

Senior Vice Presidént & Chief Financial Officer
Sino-Forest Corporation

Dated at Hong Kong this 30" day of March 2012,
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Court File No. CV-12-9667-00CL

Sino-Forest Corporation

FIRST REPORT OF THE MONITOR

April 11, 2012
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF

SINO-FOREST CORPORATION

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

INTRODUCTION

1.

F

T

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

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

Order is attached as Appendix “B” hereto.

CONSULTING



Purpose

3.

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

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

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

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

from March 31, 2012 to April 6, 2012;

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

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

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

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

such variations may be material.

ﬁ T i-
CONSULTING
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Unless otherwise stated, all monetary amounts contained herein are expressed in

US Dollars.

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

{defined below).

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

GENERAL BACKGROUND

Sino-Forest Business

10.

11.

ﬁ CONSULTING

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

and complementary manufacturing of downstream engineered-wood products.

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

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

a world-wide basis.

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

well as responding to additional inquiries from, among others, the Ontario
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13.
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Securities Commission, the Royal Canadian Mounted Police and the Hong Kong

Securities and Futures Commission.

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

without the Court supervised solution offered by the CCAA Proceedings.

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

the issuance of the MW Report in June 2011.

EVENTS SINCE THE PROCEEDINGS

Cooperation with Management and the Establishment of Protocols

14.

15.

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

primarily in Hong Kong and the PRC.

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

the Support Agreement.

Although it remains early into the proceedings, to date, Sino-Forest’s
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management has been cooperative in establishing necessary communication and

reporting protocols as set out above.

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

required by the Company immediately and on an ongoing basis.

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

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

Ontario Securities Commission (“OSC”)

19.

20.

21.

22.

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

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

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

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

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

Notice.

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

allegations made in the Notice and the appropriate next steps to take. The
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Monitor will continue to monitor and consult in the situation as it continues to

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

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

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

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

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

to be made on that matter.

RECEIPTS AND DISBURSEMENTS FOR THE PERIOD TO APRIL 6, 2012

Cost Reduction and Cash Management

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

Company to reduce its projected cash spend during the CCAA proceedings.

ﬁ T t.
CONSULTENG
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Given the nature of the proceedings and the fact that the Company, itself, has little
or no operations, the majority of the projected cash outflow during the CCAA

proceedings consists of professional fees.

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

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

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

Company’s revised cash flow forecast set out below.

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

29.

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

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

COMNSULTING
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S 000 CAD Forecast Actual | Difference
Cash inflow
Interest Income 5 - s 218
Total cash inflows $ - $ 218 2
Cash outflow
Payroll and Benefits $ - 5 - $ -
Board & Committee Fees $ 7118% - $ 1)
Travel 5 26 | S 151§ (11)
Rent,Communication & Utilities | $ 1|8 718 6
Taxes & Other $ 3315 3ls 30)
Total cash outflows $ 131(s 25|S  (106)]
Net Operating Cashflow $ (13| § 231 % 108
Restructuring Costs
Professional Fees $ 191015 46|15 (1,864)
Total Restructuring Costs $§ 1910)% 46 |5 (1,864)
Net Cash Flow $ 20418 (69 $ 1,972
Opening Cash Balance $ 6784613 6783 [s 2
Net Cash Balance s ouanls  @9s 1,972
IEnding Cash Balance $ 65805]5 67,765| % 1,960

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

Forecast is a favourable variance of $1.9 million relating to professional fees.

This variance is temporary in nature and is expected to reverse in the coming

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

THE COMPANY’S CASH FLOW FORECAST

Cash Flow Projections

31.  The Company has prepared a revised cash flow forecast for the period April 7,
2012 to July 13, 2012 (the “April 11 Forecast™). A copy of the April 11 Forecast

is attached as Appendix “E”. The April 11 Forecast shows a negative net cash

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



i

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

$000 CAD

Cash inflow

Interest Income 412
Total cash inflows 412
Cash outflow

Payroll and Benefits $ 211

Board & Committee Fees $ 483

Travel $ 341

Rent,Communication & Utilities ) 76

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

Professional Fees 3 15,714
Total Restructuring Costs 3 15,714
Net Cash Flow $ (16,609)
Opening Cash Balance $ 67,765
Net Cash Balance $ (16,609
Ending Cash Balance $§ 51,156

EXTENSION OF THE STAY PERIOD

33.  The initial 30-day stay period provided by the Initial Order expires on April 29,
2012.
restructuring goals, Sino-Forest is requesting that the stay period be extended to

July 9, 2012.

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

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

F

CONSULTING

In order to allow the Company sufficient time to continue toward its

1099



35.

-10 -

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

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

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

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

OTHER ACTIVITIES OF THE MONITOR

36.

37.

38.

39.

40.

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

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

Proceedings. The mailing was sent to all known creditors.

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

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

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

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

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

materials and Orders granted in the CCAA proceedings.

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

enquiries in a timely manner.

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

documents with the Superintendent of Bankruptcy within the prescribed
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deadlines:

(a) Form 1- Information pertaining to the Initial Order;

(b)  Copies of the initial application and the Initial Order; and

(c) Form 2- Debtor Company Information Summary (Commencement of

Proceedings).

CONCLUSION

42.  For the reasons set out above, the Monitor supports and recommends the

Company’s request for an extension of the Stay Period to July 9, 2012.
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The Monitor respectfully submits to the Court this First Report.
Dated this 11" day of April, 2012.
FT1 Consulting Canada Inc.

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

[ L

Greg Watson Jodi[B. Porepa
Senior Managing Director Magaging Director
CF; HEULTIN CI
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APPENDIX “A” - INITIAL ORDER

Attached.
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Court File NoCV=19-F66 -0 0L

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

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

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

INITIAL ORDER

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

ON READING the affidavit of W, Judson Martin sworn March 30, 2012 and the Exhibits
thereto (the “Martin Affidavit”) and the Pre-Filing Report of the Proposed Monitor, RTI
Consulting Canada Ine. (“FTI’) (the “Monitor’s Pre-Filing Report™), and on being advised that
there are no secured creditors who are likely to be affected by the charges created hetein, and on
heating the submissions of counsel for the Applicant, the Applicant's directors, FT1, the ad hoc
committes of holders of notes issued by the Applicant (the “Ad Hoc Noteholders™), and no one

else appearing for any otherparty, and on reading the consent of FTI to act as the Monitor,



SERVICE

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

APPLICATION

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

PLANOF ARRANGEMENT

3. ‘THIS COURT ORDERS that the Applicant shall have the authority to file and may,
subject to further erder of this Court, file with this Cowrt a plan of comptomise ot arrangement

(herelnefter referred to as the “Plan™),

4, THIS COURT ORDERS that the Applicant shall be entitled to seek any ancillary or other
relief from this Court in respect of any of its subsidiaries in connection with the Plan or
otherwise in respect of these proceedings,

POSSESSION OT PROPERTY AND OPERATIONS

5 THIS COURT ORDERS that the Applicant shell remaln in possession and control of iis
curtent and future assets, undertakings and properties of every nature and kind whalsoever, and
wherever situate including all proceeds thereof (the “Property™), Subject to further Order of this
Court, the Applicant shall continue to carry on business In a manner consistent with the
preservation of its business (the “Business™) and Property. The Applicant shall be authorized
and empowered fo continue to retain and employ the employces, consultants, agents, experts,
accountants, counsel and such other persons (collectively “Assistants”) currently retained or
employed by it, with liberty to retain such further Assistants as it deems reasonably necessaty or
desitable in the ordinary course of business or for the carrying out of the terms of this Order,

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



(a)

(b)

©

@

7,

all outstanding and future weges, salarles, employee and pension benefits, vacation
pay and expenses payable on or after the date of this Order, in -each case incurred in
the ordinary course of business and consistent with existing compensation policies
and arrangements;

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

the fees and disbursements of the directars and counsel to the directors, at their

standerd rates and charges; and

such other amounts as are set out in the March 29 Forecast (as defined in the
Manitor's Pro-Filing Report and aftached as Exhibit "DD" to the Martin Affidavit).

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

Applicant shall be entitled but not required to pay all reasonable expenses incurred by the
Applicant in carrying on the Business in the ordinary course afier this Order, and in carrying out
the provisions of this Order, which expenses shall include, without limitation:

(e)

®

8.

all expenses and capital expenditures reasongbly necessary for the preservation of the
Property or the Business including, without limitation, payments on account of
insurance (including direotors and officers insurance), maintenance and security
services; and

payment for goods or servioes actually supplied to the Applicant following the date of
thig Order.

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

requirements, or pay:

(8)

any statutory desmed frust amounts in favour of the Crown in right of Canada or of
any Province thereof or any other taxation authority which are required to be
deducted from employees’ wages, including, without limitation, amounts in respect of
(iy employment insurance, (ii) Canada Pension Plan, (ili) Quebec Pension Plan, and
(iv) income taxes;
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(b)  all goods and services or other applicable sales taxes {collectively, “Sales Taxes”)
required to be remitted by the Applicant in connection with the sale of goods and
services by the Applicant, but only where such Sales Taxes are accrued or collected
after the date of this Order, or where such Sales Taxes were accrued or collected prior
to the date of this Order but not required to be remitted until on or after the date of
this Order; and

(c)  any amount payable fo the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessinents or levies of any
nafure or kind which are entitled at lew to be paid in priority to claims of secured
creditors and which are attributable to er in respect of the cartying on of the Business
by the Applicant.

9, THIS COURT ORDERS that until a real property lease ig disclaimed or resiliated in
accordance with thee CCAA, the Applicant shall pay all amounts constituting rent or payable as

1107

rent under real properly leases (including, for preater certainty, common area malntenance -

charges, utilities and realty taxes and any other amounts payable to the landlord under the lease)
or as otherwise may be negotiated between the Applloant and the landlord from ¢ime to time
(“Rent™), for the period commencing from end including the date of this Order, twice-monthly in
equal payments on the first and fifteenth day of each month, in advance (but not in arreal;s). On
the date of the first of such payments, any Rent relating to the period commencing from and
including the date of this Order shall also be paid,

10, THIS COURT ORDERS that, exoept as specifically permitted herein, the Applicant is
hereby directed, until further Order of this Court: (a) to make no payments of principal, inferest

thereon or otherwise on account of amounts owlng by the Applicant to any of its creditors as of

this date; (b) to grant no seeurity inferests, trust, liens, charges ot encumbrances upon or in
respect of any of its Property; and (¢} to not grant credit or incur libilities except in the ordinary

courge of the Business.



RESTRUCTURING

11, THIS COURT ORDERS that the Applicant shell, subject to such requirements as are

imposed by the CCAA and such covenants as may be contained in the Support Agreement (as
defined below), have the right to:

{a)  permanently or temporarily cease, downsize or shut down any of its business or
operations, and to dispose of redundant or non-material assets not exceeding
188500,000 in any one transaction or US$1,000,000 in the aggrepgate;

(by  terminate the employment of such of its employees or temporarily lay off such of its

employees as it deems appropriate; and

(¢)  pursueall avenues of refinancing of its Businesg or Property, In whole or part, subjeot
to prior approval of this Court belng obtalned before any materlal refinancing

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

12,  THIS COURT ORDERS thaf the Applicant shall provide each of the relevant landlords
with notice of the Applicant's intention o remove any fixtures from any leased premises at least
seven (7) days prior to the date of the intended removal. The relevant landlord shall be entitled
to have a 1'ep1'esentaﬁve present in the leased premises to observe such removal and, if the
landlord disputes the Applicant's entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured oreditors, such landlord and the Applicant, or by further Order of this Court
upon application by the Applicant on at least two (2) days notice to such landlord and any such
secured creditors. If the Applicant disclaims or resiliates the lease poverning such leased
premises in accordance with Section 32 of the CCAA, it shall not be required to pay Rent under
such lease pending resolution of any such dispute (other than Rent payable for the notlce period
provided for in Section 32(3) of the CCAA), and the disclalmer or resiliation of the lease shall be
without prejudice {o the Applicant's claim fo the fixtures in dispute,

13, THIS COURT ORDERS that if a notice of disclaimer or resiliation is delivered pursuant
to Section 32 of the CCAA, then () during the notice period prior to the effective time of the
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disclalmer or resiljation, the landlord may show the affected leased premises to prospective
tenants during normal business hours, an glving the Applicant and the Monitor 24 hours' prior
“written nofice, and (b) at the effective time of the disclaimer or resiliation, the relevant landloxd
shell be entitied to take possession of any such leased premises without waiver of or prejudice to
any claims or rights such landlord may have against the Applicent in respect of such lease or
leased premises and such landlord shell be entitled to notify the Applicant of the basis on which
it is taking possession and to gain possession of and re-lease such leased premises to any third
party or parties on such terms as such landlord considers advisable, provided that nothing herein
shall relieve such landlord of its obligation to mitigate any damages claimed in connection
therewith.

RESTRUCTURING SUPPORT AGREEMENT

14,  THIS COURT ORDERS that tho.Applicant and the Moritor are authorized and directed
to engage in the following procedures to notify notsholders of the restructuring support
agreement dated as of March 30, 2012 (the "Support Agreement") between, among others, the
Applicant and cerfain noeteholders (the "Initial Consenting Noteholders"), appended as Exhibit
"B" to the Martin Affidavit, to enable any additional noteholders to execute a Joinder Agreement
in the form attached as Scheduls "C" to the Support Agreement and {0 become bound thereby as
Consenting Noteholders (as defined in the Support Agreement):

(a)  the Monitor shall without delay post & copy of the Support Agreement on its website
at httpi//ofeanada. ftlconsulting.com/sfe (the "Monitor's Website"); and

(b)  the notice to be published by the Monitor pursuant to paragraph 51 of this Qrder shall
include a statement in form and substance acceptable to the Applicant, the Monitor
and counsel to the Ad Hoc Noteholders, each acting reasonably, notifying notsholders
of the Support Agreement and of the deadline of 5:00 p.m, (Toronto time) on May 15,
2012 (the "Consent Date™) by which any noteholder {other than an Initlal Consenting
Noteholder) who wishes to become entitled to the Eatly Consent Consideration
pursuant to the Supporl Agreement (if such Early Consent Consideration becomes
payable pursuant to the terms thersof) must execute and return the Joinder Agreement
to the Applicant, and shall direct noteholders to the Monlitor's Website whete a oo};y
of the Support Agreement (including the Joinder Agreement) can be obtalned.
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15, THIS COQURT ORDERS that any noteholder (other than an Initial Consenting
Noteholder) who wishes to become a Consenting Noteholder and become entitled to the Barly
Consent Consideration (if such Early Consent Conslderation becomes payable pursuant to the
terms thereof, and subject to such noteholder demonstrating ifs holdings to the Monitor in
accordance with the Support Agreement) must execute a Joinder Agreement and return if to the
Applicant and the Noteholder Advisors (as defined below) in accordance with the instructions set
out in the Support Apreement such that it is received by the Applicant and the Noteholder
Advlsors prior to the Consent Deadline and, upon so doing, such noteholder shall become a

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

16, THIS COURT ORDERS that as soon as practicable after the Consent Deadline, the
Applicant shall provide to the Moniter coples of all executed Joinder Agreements received from

noteholders prior to the Consent Deadline,
NO PROCEEDINGS AGAINST THE APPLICANT OR THE, PROPERTY

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

18.  THIS COURT ORDERS that until and including the Stay Perled, no Proceeding shall be
commenced or continued by any noteholder, indenture trustee or secutity trustee (each in respect
of the notes issued by the Applicant, collectively, the "Notsholders") against or in respect of any
of the Applicant's subsidiaries listed on Schedule "A" (each a "Subsidiary Guarantor”, and
collectively, the "Subsidiary Guarantors"), except with the written consent of the Applicant and
the Monitor, or with leave of thls Court, and any and all Proceedings currently under way by a
Noteholder against or In respect of any Subsidiary Guarantors are hereby stayed and suspended
pending further Order of this Court.
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NO EXERCISE OF RIGHTS OR REMEDIES

19, THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, firm, corporation, governmental body or egency, or any other entitles (gll of the
foregoing, collectively being “Persons” and each being a “Person”) against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property, are hereby stayed and
suspended and shall not be commenced, procseded with or continued, except with the writien
consent of the Applicant and the Monitot, or leave of this Court, provided that nothing in this
Order shall (i) empower the Applicant to carry on any business which the Applicant is not
lawfully entitled to catry on, (ii) affect such investigations, actions, suits or proceedings by a
regulatory body as are permitted by Section 11.1 of the CCAA, (iii) prevent the filing of eny
registration to preserve or perfect a security interest, (Iv) prevent the registration of a ¢laim for
lien, or (v) prevent the exercise of any termination rights of the Consenting Noteholders under

the Support Agreement,

20, THIS COURT ORDERS that during the Stay Period, all rights and remedjes of the
Noteholders againgt or in respect of the Subsidiary Guarentors are hereby stayed and suspended
and shall not be commenced, proceeded with or oontiﬁued, except with the written consent of the
Applicant and the Monitor, or leave of this Court, provided that nothing in this Order shall (i)
empowet any Subsidiary Guarantor te carry on any business which such Subsidiary Guarantor is

not lawfully entitled fo carry on, (ii) affect such investigations, actions, suits or proceedings by a
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regulatory body as are permitted by Section 11.1 of the CCAA, (iii) prevent the filing of any

registration to preserve or perfect a sscurity interest, or (iv) prevent the registration of a claim for

lien,
NO INTERFERENCE WITIH RIGITS

21.  THIS COQURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, torminate or oease to perform any right, renowal right,
contract, agreement, Hcence or permit in favour of or held by the Applicant, except with the

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



CONTINUATION OF SERVICES

22, THIS COURT ORDERS that during the Stay Period, all Persons having eral or written
agreements with the Applicant or statutory or regulatory mandates for the supply of goods and/or
services, including without limitation all computer sofiware, communication and other deta
services, cenfrallzed banking services, payroll services, insurance, transportation servioces, utility
or-other services to the Business or the Applicant, are hereby restrained until further Order of this
Couttf from discontinuing, altering, interfering with or terminating the supply of such goods or
services ms may be required by the Applicant or exercising any other remedy provided under
such agreement or arrangements, and that the Applicant shall be entitled to the contlnued use of
its current premises, telephone numbers, facsimile numbers, internet addresses and domain
names, provided in each cass that the normal prices or charges for all such goods or services
recelved after the date of this Order are paid by the Applicant in accordance with normal
payment practices of the Applicant or such ether practices as may be agreed upon by the supplier
or service provider and each of the Applicant and the Monitor, or as may be ordered by this
Coutt,

NON-DEROGATION OF RIGHTS

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

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

24, THIS COURT ORDERS that durng the Stay Perlod, and except as permitled by
subsection 11,03(2) of the CCAA, no Preceeding may be commenced or continued against any
of the former, current or future directors or officers of the Applicant with respect to any claim
agalnst the directors or officers that arose before the date hersof end that relates to any
obligations of the Applicant whereby the directors or officers are alleged under any law to be

lieble in their capacity as directors or officers for the payment or performance of such
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obligations, until a compromise or arrangement in respect of the Applicant, if one is filed, is

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

25.  THIS COURT ORDERS that the Applicant shall (i) indemnify its directors and officers
against obligations and liabilities that they may incur as directors or officers of the Applicant
after the commencement of the within proceedings, and (ii) make payments of amounts for
which its directors and officers may be ligble as obligations they' may incur as directors or
officers of the Applicant after the commencement of the within proceedings, except to the extent
that, with respect to any officer or director, the obligation or liability was incuired as a resuit of

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

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

27, THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary, (8) no insurer shall be entitled to be subrogated fo or claim the benefit of
the Directors’ Charge, and (b) the Applicant's directors and officers shall only be entitled to the
benefit of the Directors® Charge to the extent that they do not have coverage under any directors’
and officers’ ingurance policy, or to the extent that such coverage is insufficient to pay amounts

indemnified in accordance with paragraph 25 of this Order,
APPOINTMENT OI MONITOR

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

steps taken by the Applicant pursuant to this Order, and shall co-opetate fully with the Monitor

1113




11

in the exercise of its powers and dischatge of its obligations and provide the Monitor with the

assistance that is necessary to enable the Monitor to adequately carry out the Monitor's functions.

29.

THIS CQURT ORDERS that the Monitor, in addition to its preseribed rights and

obligations under the CCAA, is hereby directed and empowered to:

(8)
(b)

©

(d)
(e)

®

(g)

(h)

®

monitor the Applicant's receipts and disbursements;

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

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

required from time to time;
advise the Applicant in its development of the Plan and ahy amendments to the Plan;

assist the Applicant, fo the extent required by the Applicent, with the holding and
administering of creditors’ or shereholders’ meetings for voting on the Plan, as

applicable;

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

be at liberty to engage iﬁdependcnt legal counsel or such other persons as the Monitor

deems necessary or advisable respecting the exercise of its powers and performance

of its obligations under this Order;

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

its terms; and

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

time,
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30, THIS COURT ORDERS that without limiting paragraph 29 above, in oarrying out its
rights and obligations in connection with this Order, the Monitor shall be entitled to take such
reagonable steps and use such services ag it deems necessary in discharging its powers and
obligations, ineluding, without limitation, utilizing the services of FTI Consulting (Hong Kong)
Limited ("FTI HK"),

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

any business, property or assets, orany part thereof, of any subsidiary of the Applicent),

32, THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control, care, charge, possession or meanagement (separately andfor
collectively, “Possession”} of any of the Property (or any preperty of any subsidiary of the
Applicant} that might be environmentally contaminated, might be a pollutant or a contaminant,
or might cause or confribute to g spill, discharge, release or deposit of a substance contrary to
any federal, provincial or other law respecting the profection, conservation, enhancement,
remediation or rehabilitation of the environment or relating to the disposal of waste or other
Ct;nta.mination including, without limitation, the Canadian Environmental Protection Act, the
Ontarlo Environmental Protection Act, the Ontarlo Water Resources Act, or the Ontario

Ocoupational Health and Safety Act and regulations thereunder (the “Environmental.

Legislation™), provided however that nothing herein shall exempt the Monitor from any duty to
teport or make disclosure Imposed by applicable Environmental Legislation, The Monitor shall
not, as a result of this Order or anything done in pursuance of the Monltor's duties and powers
under this Order, be deemed to be in Possession of any of the Property (or of any property of any
subsidiary of the Applicant) within the meaning of any Environmental Legislation, unless it is
actually in possession.
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33, THIS COURT ORDERS that the Monitor shall provide any credifor of the Applicant |

with information provided by the Applicant in response to reasonable requests for information
made in writing by such credltor addressed to the Monitor, The Monitor shall not have any
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respongibility or liability with respect to the information disseminated by it pursuant to this
paragraph, In the case of information that the Monitor has been advised by the Applicant is
confidential, the Monitor shall not provide such information to creditors unless otherwise

directed by this Court er on such termis as the Monitor and the Applicant may agree,

34, THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability or
obligatlon as a result of its appointment or the carrying out of the provisions of this Order, save
and except for any gross negligence or wilful misconduct on its pert, Nothing in this Qrder shall
derogate from the protections afforded the Monitor by the CCAA or any applicable legistation,

35, THIS COURT ORDERS that the Monitor, counsel to the Monitor, counsel to the
Applicant, counsel to the directors, Houlihan Lokey Capital Inc, (the "Financial Advisor"), FT1
HK, coungel to the Ad Hoc Noteholders and the financlal advisor to the Ad Hoe Noteholders
(together with counsel to the Ad Hoe Noteholders, the "Noteholder Advisors") shall be paid their
reasonable foes and disbursements, in each case at their standard rates and charges, by the
Applicant, whether incurred prior 1o or subsequent to the date of this Order, as part of the costs
of these procesdings, The Applicant 18 hereby anthorized and directed to pay the accounts of the
Monitor, counsel for the Monitot, counsel for the Applicant, counsel to fhe directors, the
Financial Advisor, FTI HK, and the Noteholder Advisers on a weekly basis or otherwise in

accordance with the terms of their engagement letters,

36, THIS COURT ORDERS that the Monitor and is legal counsel shall pass their accounts
from time to time, and for this purpose the acoounts -of the Monitor and its legal counsel are
hereby referred to a judge of the Commeroial List of the Ontario Superior Coutt of Justice.

37,  THIS COURT ORDERS that the Monitor, counsel to the Moniter, the Applicant's
counsel, counssl to the directors, the Financial Advisor, FTT HK, and the Notcholder Advisors
shall be entitled to the benefit of and are hereby granted a charge (the “Administration Charge™)
on the Property (other than the Excluded Property), which chatge shall not exceed an aggregate
amount of $15,000,000 as security for thelr professlonal fees and disbursements Incurred at their
respective standard rates and charges in respect of such services, both before and after the
making of thls Order in respect of these procsedings. The Administration Charge shall have the
priority set out in paragraphs 38 and 40 hereof,
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VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

38, THIS COURT ORDERS that the priorities of the Directors’ Charge and the
Administration Charge, as between them, shall be as follows:

First — Administration Charge (to the maximum emount of $15,000,000); and
Second — Directors® Charge (fo the maximum amount of $3,200,000),

39, THIS COURT ORDERS that the filing, tegistration or perfection of the Directors’
Charge or the Administration Charge (collectively, the “Charges') shall not be required, and that
the Charges shall be valid and enforceable for all purposes, including as against any right, title or
interest filed, registered, recorded or perfected subsequent to the Charges coming into existence,

notwithstanding any such failure to file, register, record or perfect,

40, THIS COURT ORDERS that each of the Charges shall constlfute & charge on the
Property (other than the Excluded Property) and shall rank in priority to all other security
Interests, trusts, lens, charges and encumbtances, ¢lalms of secured creditors, statutory or

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

4), THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
mey be approved by this Court, the Applicant shell not grant any Encumbrances over any
Property that rank in priority to, or pari passu with, any of the Charges, unless the Applicant also
obtains the prior written consent of the Monitor, the beneficlaries -of the Directors’ Charge and
the beneficiaries of the Administration Charge, or further Order of this Court,

42,  THIS COURT ORDERS that the Charges shall not be rendered invalld or unenforceable
and the rights and remedies of the chargees entitled to the benefit of the Charges (collectively,
the “Chargees™), shall not otherwise be limited or impaired in any way by (a) the pendency of
these proceedings and the declaratlons of Insolvency made herein; (b) any application(s) for
bankeuptey order(s) issued pursuant to the BIA, or any bankruptoy order made pursuant to such
applications; (o) the filing of any assignments for the general benefit of credifors made pursuant
to the BIA; (d) the provisions of any federal or provincial statutes; or (e) any negative covenants,
prohibifions or other similar provisions with respect to borrowings, incurring debt or the creation
of Encumbrances, contained in any existing loan documents, lease, sublease, offer to lease or
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other agresment (collectively, an “Agresment”) which binds the Applicant, and notwithstanding
any provision fo the confrary in any Agreement:

(a)  neither the creation of the Charges nor the execution, delivery, perfection, registration
or performance of any documents in respect thereof shall create or be deemed to

constitute a breach by the Applicant of any Agreement to which it is & party;

(b)  none of the Chargees shall have any liability to any Person whatscever as a result of

" any breach of any Agreement caused by or resulting from the creation of the Charges;
and

(¢)  the payments mado by the Applicant pursudnt to this Order and the granting of the
‘Charges, do not and will not constitute preferences, frandulent conveyances, transfers
at undervalue, oppressive conduct, or other challengeable or voidable transactions
under any applicable law,

43,  THIS COURT ORDERS that any Charge created by this Order over leases of real
property in Canada shall only be 2 Charge in the Applicant's interest in such real property leases,

APPf{OVAL OF FINANCIAL ADVISOR AGREEMENT

44,  THIS GOURT ‘ORDERS thet the letter agreement dated as of December 22, 2012 with
respect 1o the Financial Advisor in the form attached as Exhibit “CC” to the Martin Affidavit (the
“Financial Advisor Agreement”) and the retention of the Financlal Advisor under the terms
thereof, including the payments to be made to the Financial Advisor thereunder, are hereby
approved,

45, THIS COURT ORDERS that the Applicant is authotized and directed to make the
payments contemplated in the Financial Advisor Agreement in accordance with the terms and
conditions thereof,

Hirg
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POSTPONEMENT OF ANNUAL GENERAL MEETING

46,  'THIS COURT ORDERS that the Applicant be and is hereby relleved of any obligatien to
call and held an ennual meeting of its shareholders until further Order of this Court.

FOREIGN PROCEEDINGS

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

48, THIS COURT ORDERS that the Monitor is hereby authorized, as the foreign
representative of the Applicant and of the within proceedings, to apply for foreign recognition of
these proceedings, as necessary, in any jurlsdiction outside of Canada, including as “Foreign
Main Proceedings’ in the United States pursuant to Chapter 15 of the U.S. Banlruptcy Code,

49,  THIS COURT HEREBY RBQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States, Barbades, the
British Virgin Islands, Caymen Islands, Hong Kong, the People’s Republic of Ching or in any
other foreign jurisdietion, to give effect to this Order and to assist the Applicant, the Monitor and
their respective agents in carrying out the terms of this Order, All courts, tribunals, regulatory
and administrative bodies are hereby respectfully requested to make such orders and fo provide
such assistance to the Applicant and to the Monitor, as an officer of this Court, as may be
neoessaty or desirable to give effect to this Order, to grant representetive status to the Menitor in
any foreign proceeding, or to assist the Applicant and the Monitor and their respective agents in
carrying out the terms of this Order.

50, THIS COURT ORDERS that each of the Applicant and the Monitor be at Itberty and is
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognltion of this Order and for assistance in carrying out the
terms of this Order and any other Order issued in these proceedings,

1119
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SERVICE AND NOTICE

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

52,  THIS COURT ORDERS that each of the Applicent and the Monitor be at liberty to serve
this Order, any other materials and orders in these proceedings, any notices or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, personal
delivery, facsimile transmission or email to the Applicant's creditors or other interested parties at
their respective addresses as last shown on the records of the Applicant and that any such setvice
or notice by contder, personal delivery or electronic transmission shall be deemed to be received
on the next business day following the dafe of forwarding thereof, or if sent by ordinary mail, on
the third business day after maillng,

53,  THIS COURT ORDERS that the Applicant, the Monltor, and any patty who has filed a
Notlce of Appearance may serve any court materials in these proceedings by e-mailing a PDF or
other electronio oopy of such materials to counsels® email addresses as recorded on the Service
List from time to time, and the Monitor may post a copy of any or all such materials on the
Monitor's Website,

GENERAL

54, THIS COURT ORDERS that the Applicant or the Monitor may from time to time apply
to this Court for advice and directions in the discharge of its powers and duties hereunder,

55.  THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting
ag an interim receiver, a receiver, a receiver and menager, or a trustee in bankruptoy of the

Applicant, the Business or the Property.

F120
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56, THIS COURT ORDERS that any interested party (including the Applicant and the
Monitor) may epply to this Court to vary or amend this Order on not less then seven (7) days
notice to any other party or parties likely to be affected by the order sought or upon such other
notice, If any, as this Court may order.

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

,Ww *C//

ENTERED AT / INSCRIT A TORONTO

ON / BOOK NO:
LE / DANS LE REGISTRE NO.:
APR 2 - 2012

D
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Schedule "A"

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

. Sino-Plantation Limited (HK)

10, Suri-Wood Inc, (BVI)

11. Sino-Forest Investments Limited (BVI)
12, Sino-Wood (Guangxi) Limited (FK)
13. Sino-Wood (Jiangxi) Limited (FK)

14. Sino-Wood (Guangdong) Limited (HK)
15, Sino-Wood (Fyjian) Limited (HK)

16, Bino-Panel (Asia) Inc. (BVI)

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

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

19. Sino-Panel (North East China) Limited (BVT)
20. Sino-Panel [Xiangxi] Limited (BYD)

21, Sino-Pane] [Hunan] Limited (BVI)

22. SFR (China) Inc. (BVI)

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

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

235, Sino-Panel (Guangzhou) Limited (BYI)
26, Sino-Panel (North Sea) Limited (BVI)
27. Sino-Panel (Guizhou) Limited (BVI)
28, Sino-Panel (Huaihua) Limited (BVD
29, Sino-Panel (Qinzhou) Limited (BYI)
30, Sino-Panel (Yongzhou) Limited (BVI)
31, Sino-Panel {(Fujian) Limited {BVI)

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

41, Brain Force Limited (BVI)

42, General Bxce] Limited (BVI) -

43, Poly Market Limitod (BY)

44, Prime Kinetic Limited (BVI)

48, Trillion Edge Limited (BVI)

46, Sino-Panel {China) Nursery Limited (BVI)

VRN B LN
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47, Sino~-Wood Trading Limited (BVI)

48, Homix Limited (BVI)

49. Sino-Panel Trading Limited (BVI)

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

51, Sino-Global Management Consulting Inc. (BYY)
52, Value quest International Limited (BVI)

53, Well Keen Worldwide Limited (BVT)

54, Harvest Wonder Worldwide Limited (BVI)

55, Cheer Gold Worldwlde Liniited (BVT)

56, Regal Win Capital Limited (BYI)

57. Rich Choice Worldwide Limited (BVT)

58. Sino-Forest International (Barbados) Corporation
59. Mandra Forestry Holdings Limited (BVT)

60, Mandra Forestry Finance Limited (BYT)

61, Mandra Forestry Anhui Limited (BVI)

62. Mandra Forestry Hubel Limited (BYI)

63. Sino-Capital Global Inc, (BVI)

64, Blite Legacy Limited (BVI)

123



Dchaduds " B" 1124

PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
SEARCH RESULTS

Date Search Conducted: 3/29/2012
File Currency Date: 03/28/2012
Family(ies): &

Page(s): 8

SEARCH : Business Debtor : SINO-FOREST CORPORATION

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

a Thomscn Reuters business from the Province of Ontario, Ministry of Government
Services. No liability is assumed by Cyberbahn regarding 1te correctness,
timeliness, completeness or the interpretation and use of the report. Use of

the Cyberbahn service, including thie report is subject to the terme and conditions
of Cyberbahn's subscription agreement.



25

PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
SEARRCH RESULTS

Date Search Conducted: 3/29/2012
File Currency Date: 03/28/2012
Family{ies): 6

Page(s): 8

SEARCH : Buginess Debtor : SINO-FOREST CORPORATICHN
FAMILY 1 OF 6 ENQUIRY PAGE : 1 OF 8
SEARCH i BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 608324408 EXPIRY DATE : 27SEP 2015 STATUS

01l CAUTICN FILING : PAGE : 00)] OF 1 MV SCHEDULE ATTACHED :
REG NUM :; 20040927 1631 1793 0430 REG TYP: P PPSA REG PERIOD: 10

02 IND DOB : IND NAME:

03 BUS NAME: SINO-FOREST CORPORATION

OCN :
04 ADDRESS : 90 BURNHAMTHORPE ROAD WEST, SUITE 1208
CITY 1 MISSISSAUGH PROV: ON POSTAL CCDE: L5B3C3
05 IND DOB : IND NAME;
06 BUS NAME:
oCcH
&7 ADDRESS
CITY : ’ PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 767 THIRD AVENUE, 31S8T FLOOR
CITY : NEW YORK PROV: NY POSTAL CODE: 10017
CONS , MV DATE CF OR NQO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X
YEAR MAKE MODEL V.I.N.
11
12

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

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

FILE NUMBER 609324408

PAGE TOT REGISTRATION NUM REG TYPE
01 CAUTION 001 CF 1 MV SCHED: 20050720 1614 1793 6085
21 REFERENCE FILE NUMBER : 809324408
22 AMEND PAGE: NO PAGE: CHANGE: A AMNDMNT REN YEARS: CORR PER:
23 REFERENCE DEBTCR/ IND NAME:
24 TRANSFEROR: BUS NAME: SINO-FOREST CORPORATION

25 OTHER CHANGE:

26 REASON: TO AMEND SECURED PARTY ADDRESS AND TO AMEND GENERAL COLLATERAL

27 /DESCR: DESCRIPTION TO DELETE THE WORDS "PURSUANT TO A PLEDGE AGREEMENT AND
28 : SHARE CHARGE" '
02/05 IND/TRANSFEREE;:

03/06 BUS NAME/TRFEE:

OCN:
04/07 ADDRESS;
CITY: PROV: POSTAL CODE:
29 ASSIGNOR:
0B SECURED PARTY/LIEN CLAIMANT/ASSIGNEE
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY 1 NEW YORK PROV : NY POSTAL CODE : 10017
CONS. MV DATE OF NC FIXED
GOODS INVTRY EQUIP ACCTS QTHER INCL AMOUNT MATURITY OR MAT DARTE
10
11
12
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR
14
15
16 NAME : AIRD & BERLIS LLP
17 ADDRESS : 181 BRY STREET, SUITE 1800, BOX# 754
CITY : TORONTO PROV : ON POSTAL CODE : M5J2T9

Page 2
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FAMILY - 1 OF 6 ENQUIRY BAGE : 3 OF 8
SEARCH : BD : SINC~FOREST CORPORATION

FILE NUMBER 609324408

PAGE  TOT REGISTRATION NUM REG TYPE
01 CAUTION 001 OF 1 MV SCHEB: 20090720 1616 1793 6087
21 REFERENCE FILE NUMBER : 609324408
22 AMEND PAGE: NO PACE: CHANGE: B RENEWAL REN YEARS: 1 CORR PER:
23 REFERENCE DEBRTOR/ IND NAME:
24 TRANSFEROR ; BUS NAME: SINO-FOREST CORPORATION
25 OTHER CHANGE:
26 REASON:
27 /DESCR:
28 :

02/05 IND/TRANSFEREE:
03/06 BUS NAME/TRFEE;:

OCN;
04/07 ADDRESS;
CITY: PROV: POSTAL CODE:
29 ASSIGHNOR:
0B SECURED PARTY/LIEN CLAIMANT/ASSIGNEE
09 ADDRESS
CITY : PROV POSTAL CODE

CONS . MV DATE OF NO FIXED

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

CITY : TORONTO PROV : ON POSTAL CODE : M5J2T9

Page 3
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FAMILY 2 OF 6 ENQUIRY PAGE : 4 QF 8
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 650314305 EXPIRY DATE : 03DEC 2013 STATUS :

01 CAUTION FILING : PRGE : 001 OF 1 MV SCHEDULE ATTACHED

REG NUM : 20081203 105% 1793 9576 REG TYP: P PPSAR REG PERIOD: %
02 IND DCB : IND NAME:
03 BUS NAME: SINO-FOREST CORPORATION

OCN
04 ADDRESS : 1208-90 BURNHAMTHORPE RD W
CITY : MISSISSAUGA PROV: ON POSTAL CODE: L5B3C3
05 IND DCB : IND NRME:
06 BUS NAME:
OCN

07 ADDRESS

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

XERCX CANADA LTD

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

CITY : TORONTO EROV: ON POSTAL CODE: M4W3H1

CCONS, MV DATE OF OR NO FIXED

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

YEAR MAKE MODEL vV.I.N,
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT: XEROX CANADA LTD
17 ADDRESS : 33 BLOOR ST. E. 3RD FLOOR

CITY : TORONTO FPROV: ON POSTAL CODE: M4W3HI1

Page {4
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FAMILY : 3 OF 6 ENQUIRY PAGE : 5 OF 8
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 655022304 EXPIRY DATE : 20JUL 2015 STATUS :

01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED :
REG NUM : 20090720 1615 1783 6086 REG TYP: P PPSA REG PERIOD: 6
02 IND DOB : IND NAME:
03 BUS NAME: SINO-FOREST CORPORATION
OCN
04 ADDRESS : 90 BURNHAMTHORPE ROAD WEST, SUITE 1208
CITY : MISSISSARUGA PROV: ON POSTAL CODE: LSB3C3
05 IND DOB : IND NAME:
06 BUS NAME:
OCN :
07 ADDRESS
CITY : PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT :
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY 1 NEW YORK PROV: NY POSTAL CODE; 10017
CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X
YEAR MAKE MODEL V.I.N.
11
12
GENERAL COLLATERAL DESCRIPTION
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR
14
18
16 AGENT: AIRD & BERLIS LLP - SUSAN PAK
17 ADDRESS : 181 BAY STREET, SUITE 1800
CITY : TORONTO PROV: ON POSTAL CODE: M5J2T9

Page 5
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FAMILY 4 OF 6 ENQUIRY PAGE : & OF 8
SERRCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 659079036 EXPIRY DATE : O3FEB 2016 STATUS

01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED :

REG NUM : 20100203 1535 1793 2023 REG TYP: P PPSA REG PERIOD: 6
02 IND DOB : IND NAME:
03 BUS NAME: SINO-FOREST CORPORATION

OCN

04 ADDRESS : 90 BURNHRMTHORPE ROAD WEST, SUITE 1208

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

ocN

07 ADDRESS

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

LAW DEBENTURE TRUST COMPANY OF NEW YORK

09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR

CITY : NEW YORK PROV: NY POSTAL CODE: 10017

CONS. MV DATE OF OR NO FIXED

GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOQUNT MATURITY MAT DATE
10 % X

YEAR MAKE MODEL V.I.N.
11
12
GENERAL COLLATERAL DESCRIPTION
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR
14
15
16 AGENT: AIRD & BERLIS LLP (SPAK - 102288)
17 ADDRESS : 181 BAY STREET, SUITE 1800

CITY : TORONTOQ PROV: ON POSTAL CODE: M5J2T9

Page 6



FAMILY : 5 OF 6 ENQUIRY PAGE : 7 OF
SEARCH : BD : SINO-FOREST CORPORATION

00 FILE NUMBER : 6651B698B5 EXPIRY DATE : 150CT 2020 STATUS

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

02 IND DOB : IND NBME:

03 BUS NAME: SINO-FOREST CORPORATICON

OCN
04 ADDRESS : 90 BURNHAMTHORPE ROAD WEST, SUITE 1208
CITY : MISSISSAUGHR PROV: ON POSTAL CODE: LSB3C3
05 IND DOB : IND NAME:
06 BUS NAME:
OCN
07 ADDRESS '
CITY : PROV: POSTAL CODE;
08 SECURED PARTY/LIEN CLAIMANT
LAW DEBENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY : NEW YORK FPROV: NY POSTAL CODE: 10017
CONS MV DATE OF OR NO FIXED.
@OODS INVTRY. EQUIF ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X
YEAR MAKE MODEL V.I.N.
11
12
GENERAL COLLATERAL DESCRIPTION .
i3 PLEDGE OF SHARES OF CERTAIN SURSIDIARIES OF THE DEBTOR,
14
15
16 AGENT: AIRD & BERLIS LLP (RMK-106760)
17 ADDRESS : 181 BAY STREET, SUITE 1800
CITY : TORONTO PROV: ON POSTAL CODE: M5J2T9

Page 7
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FAMILY : & QF 6
SEARCH : BD SINO-FOREST CORPORATION

00 FILE NUMBER : 665928963 EXPIRY DATE

01 CAUTION FILING : PAGE : 01 OF 001
REG NUM 20101117 1007 1462 0113 REG TYP: P
02 IND DOB : IND NBME;

03 BUS NAME: SINQO-FOREST CORPORATION

04 ADDRESS : 1208-90 BURNHAMTHORPE RD W

CITY : MISSISSAUGA PROV: ON
05 IND DOB : IND NAME:
06 BUS NAME:

07 ADDRESS :
CITY : PROV:

08 SECURED PARTY/LIEN CLAIMANT
XEROX CANADA LTD

ENQUIRY PAGE : 8 OF 8

17NOV 2016 STATUS :

MV SCHEDULE ATTACHED
PPSA REG PERIOD: &

OCN

POSTAL CODE: L5B3C3

oCN

POSTAL CODE:

09 ADDRESS : 33 BLOOR S8T. E. 3RD FLOOR
CITY : TORONTO PROV: ON POSTAL CODE: M4W3H1
CONS ., MV DATE OF OR NO FIXED
GOORS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X
YEAR MAKE MODEL V.I.N,
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT: PPSA CANADA INC. - {3992}
17 ADDRESS : 110 SHEPPARD AVE EAST, SUITE 303
CITY : TORONTO PROV: ON POSTAL CODE: M2N&Y8

Page B
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APPENDIX “B” - SALE PROCESS ORDER

Attached.
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, h Court File No, LV~ 12-4664-00~
- CL.
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
) FRIDAY, THE 30"
)
JUSTICE MORAWETZ ) DAY OF MARCH, 2012

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

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

SALE PROCESS ORDER

THIS APPLICATION, made by Sino-Forest Corporation (the “Applicant”), pursuant to
the Companies’ Creditors Arrangement Act, R.5.C. 1985, ¢. C-36, as amended (the “CCAA”)

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

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

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

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

these proceedings on March 30, 2012,
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SERVICE

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

returnable today and hereby dispenses with further service thereof.

SALE PROCESS

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

obligations thereunder and to do all things reasonably necessary to perform their obligations

thereunder.,

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

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

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

Sale Process Procedures and their powers and duties in relation thereto,
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6. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and are
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the

terms of this Order.
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Schedule *A”

SINO-FOREST CORPORATION

Sale Process Procedures

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

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

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

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

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

Solicitation Process

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

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

substance acceptable to SFC and the Initial Consenting Noteholders (the “CCAA Plan™).

“As Is, Where Is”

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

Free Of Any And All Claims And Interests

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

Publication Notice

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

) [Intentionally deleted]

Solicitation of Interest

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

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

(a) an executed Confidentiality Agreement;

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

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

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

(11)  The determination as to whether a Potential Bidder is a Phase 1 Qualified Bidder will be

made as promptly as practicable after a Potential Bidder delivers all. of the Participation
Materials.

{12) If there is no Phase 1 Qualified Bidder by the end of Phase 1, SFC shall, in consultation
with the Monitor, the Financial Advisor and the Noteholder Advisors, (a) forthwith terminate the
Sale Process; and (b) as soon as reasonably practicable take such steps (including bringing

motions, holding meetings of creditors, etc.} as may be necessary to complete the Restructuring
Transaction.

(13) If the Sale Process has been terminated as provided in section 12, the Financial Advisor

shall notify each Potential Bidder that submitted Participation Materials that the Sale Process has

been terminated.
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Confidential Information Memorandum and Due Diligence for Phase 1 Qualified Bidders

(14) The Confidential Information Memorandum will be made available by the Financial

Advisor to Phase 1 Qualified Bidders as soon as practicable after the determination that such
party is a Phase 1 Qualified Bidder,

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

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

Phase 1

Seeking Letters of Intent by the Phase 1 Qualified Bidders

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

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

Qualified Letters of Intent

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

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

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

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

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

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

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

(b) SFC, in consultation with the Monitor and the Financial Advisor, determines that

there is no reasonable prospect that any Qualified Letter of Intent received will
result in a Qualified Bid that is likely to be consummated; or

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

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

Restructuring Transaction.
(25) If the Sale Process has been terminated as provided in section 23, the Financial Advisor

shall notify each Phase 1 Qualified Bidder that submitted a Letter of Intent that the Sale Process
has been terminated.

Phase 2

Seeking Qualified Bids by Qualified Bidders

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

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

deems appropriate, including, as appropriate, meetings with senior management of SFC, access
to the Data Room and site tours.

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

Qualified Bids

(29) SFC shall make available to each Qualified Bidder a form of purchase agreement
developed by SFC in consultation with the Monitor and the Financial Advisor (the “Ferm of
Purchase Agreement”) no later than 20 days after the Phase 1 Bid Deadline,
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(30) A bid submitted by a Qualified Bidder will be considered a Qualified Bid only if it
complies with all of the following (a “Qualified Bid”):

(a)

(b)

(c)

(d)

(e)

®

(2)

(h)

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

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

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

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

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

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

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

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

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

it includes an acknowledgement and representation that the Qualified Bidder
(i) has relied solely upon its own independent review, investigation and/or
inspection of the documents and/or the assets to be acquired and liabilities to be
assumed in making its bid; (ii) did not rely upon any written or oral statements,
representations, promises, warranties or guaranties whatsoever, whether express

1144



-8-

or implied (by operation of law or otherwise), regarding the Assets to be acquired
or liabilities to be assumed or the completeness of any information provided in
connection therewith, except as expressly stated in the purchase agreement; (iii) is
a sophisticated party capable of making its own assessments in respect of making

its bid; and (iv) has had the benefit of independent legal advice in connection with
its bid;

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

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

0] if the Qualified Bidder is an entity newly formed for the purpose of the
transaction or otherwise has limited net assets and/or operating history, the bid
shall contain an equity or debt commitment letter from the parent entity or

sponsor, which is satisfactory to SFC, in consultation with the Monitor and the
Financial Advisor;

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

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

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

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

No Qualified Bids

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

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

Evaluation and Selection of Successful Bid

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

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

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

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

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

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

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

Approval Mation

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

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

Depaosits

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

(45) If a Successful Bidder breaches its obligations to close the transaction subsequent to the
approval by the Court of the Successful Bid, it shall forfeit the Deposit, provided however, that



11- - 1148

the forfeit of such Deposit shall be in addition to, and not in lieu of, any other rights in law or
equity that SFC has against such breaching entity.

Approvals

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

Amendments/Fxtensions of Time

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

decrease the length of time of Phase 2; provided that in no case shall the number of days in
Phases 1 and 2 exceed 180 days in the aggregate.

Consultation

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

Initial Consenting Noteholder Consent

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

Further Orders

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

“Approval Motion” has the meaning ascribed thereto in section 42,

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

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

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

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

“Confidential Information Memorandum” means the memorandum relating to the SFC

Business and the opportunity to acquire the Assets to be distributed to Phase 1 Qualified Bidders
as part of the Sale Process;

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

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

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

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

Panel Corporation, Sino-Wood Partners, Sino-Capital Global Inc.,, Sino-Forest International
(Barbados) Corporation and Sino-Forest Resources Inc. (BVI);



2.

“Excluded Assets” means cash equal to $20 million, the claims of SFC to be transferred to the
Litigation Trust and any other assets and rights of SFC that are not transferred to the Successful

Bidder pursuant to the Successful Bid as determined by SFC and the Successful Bidder and
identified in the CCAA. Plan;

“Financial Advisor” means Houlihan [.okey;

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

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

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

“Meeting Order” means the order of the Court establishing the procedures for voting on the
CCAA Plan, which shall be in form and substance satisfactory to SFC and the Noteholder
Advisors, each acting reasonably, as such order may be amended at any time prior to the time the

sale transaciion that forms part of a Successful Bid is implemented with the consent of SFC and
the Noteholder Advisors.

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

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

“Noteholder Advisors” means Goodmans LLP, Hogan Lovells LLP, Moelis & Company LLC

and Moelis & Company Asia Limited, in their capacity as advisors to the Initial Consenting
Noteholders;

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

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

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

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

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

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

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

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

“Qualified Letter of Intent” has the meaning ascribed thereto in section 19;

“Restructuring Transaction” means the restructuring transaction contemplated by the Support

Agreement in the event a Successful Bid is not obtained and/or SFC does not consummate the
sale transaction;

“Sale Process™ has the meaning ascribed thereto in the recitals to these Sale Process Procedures;

“Sale Process Order” has the meaning ascribed thereto in the recitals to these Sale Process
Procedures;

“Sale Process Procedures” has the meaning ascribed thereto the recitals to these Sale Process
Procedures;

“Sale Proposal” has the meaning ascribed thereto in section 19(a);

“Selected Superior Offer” has the meaning ascribed thereto in section 36;

“SFC” has the meaning ascribed thereto in the recitals to these Sale Process Procedures;
“SFC Business” means the business carried on by SFC and its direct and indirect subsidiaries;
“Solicitation Process” has the meaning ascribed thereto in section 1;

“Successful Bid” has the meaning ascribed thereto in section 37,

“Successful Bidder” has the meaning ascribed thereto in section 37;



4.

“Support Agreement” means the support agreement dated March 30, 2012, between SFC and

the Initial Consenting Noteholders and the other Consenting Noteholders, as amended from time
to time;

“Teaser Letter” has the meaning ascribed thereto in section 8; and

“Voting Deadline” means the deadline for voting on the CCAA Plan, as established by the
Meeting Order.

1153



SCHEDULE “B”
FORM OF NOTICE OF SALE PROCESS

TAKE NOTICE THAT pursuant to an order (the “Order”) of the Ontario Superior Court of
Justice (the “Court”™) issued on March 30, 2012 under the Companies’ Creditors Arrangement

Act, Sino-Forest Corporation obtained Court approval to conduct a sale solicitation process (the
“Sale Process™),

Pursuant to the Sale Process, Sino-Forest Corporation’s financial advisor, Houlihan Lokey, is
soliciting proposals from prospective strategic and financial parties to acquire substantially all of
the property, assets and business of Sino-Forest Corporation and its subsidiaries, other than
certain excluded assets, Sino-Forest Corporation is a leading commercial forest plantation
operator in China. Iis principal businesses include the ownership and management of tree
plantations, the sale of standing timber and wood logs, and the complementary manufacturing of
downstream engineered-wood products.

Interested parties can obtain additional information by contacting Houlihan Lokey at:

Houlihan Lokey
Attention: David Putnam
Telephone: +852.3551,2300
Email: dputnam@hl.com
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SCHEDULE “C”

NOTICE PARTIES

155

Sino-Forest Corporation
Room 3815-29 38/F, Sun Hung Kai Centre
30 Harbour Road, Wanchai, Hong Kong

Attention: Mr, Judson Martin, Chief Executive Officer
Email: latson-martin@sinoforest.com

Houlihan Lokey
2101 Two Exchange Square, 8 Connaught Place
Central, Hong Kong

Attention: David Putnam
Email: dputnam@hl.com

Bennett Jones LLP
One First Canadian Place, Suite 3400, P.O. Box 130
Toronto, Ontaric M5X 1A4

Attention: KevinJ. Zych and Raj S. Sahni

Email: zychk@bennettjones.com and sahnir@bennettjones.com

FTI Consulting Canada Inc.

TD Waterhouse Tower

79 Wellington Street West, Suite 2010, P.O, Box 104
Toronto, Ontario MSK 1G8

Attention: Greg Watson
Email; greg. watson@fticonsulting.com




1156

1meorddy o) 10F S1oAmer]

91L1-£98-91 X8
00Z1-£98-91 :IPL

(dLSPSS# DNST) (194 weyyeuof
(C0zZvEH# ONSTD [1eF FeI=(
(L6Z1EE# DNST) Y247 TIAs]
(£ST1LZ# DNSD 4Lommg qod

PVI XS

OLIBJI() ‘0JUOI0],

0€1 xod "O°d "00pE NS
908 UBIpBUE]) ISIL] JU()
d11 SANOS LLANNAI

HJIATIO SSTD0UL SATVS

0]00I0] T PIOUSUNIOD STMPII0L]

(IST1 TVIDUTAAINOD)
HOLISALC A0 LINOD YOTIAINS
OTHVINO

"ON 9[f] 30D
NOLLVIOJHO0D LSTIOA-ONIS A0 INFWIINVIIY YO HSTANOYJIANOD YO NV'Id V 40 SHLLVIA

HBL NI NV THANTINV SV 9£-D 2 ‘861 "D'SH LDV INTWADNVINY ,SYOLIATID STINVIWOD THL 40 JILLVIN THLNI” .



ﬁ T l‘
CONSULTING

APPENDIX “C” - APRIL 2 ENDORSEMENT

Attached.

1157



1158

CITATION: Sino-Forest Corporation (Re), 2012 ONSC 2063
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OVERVIEW

M The Applicant, Sino-Forest Corporation (“SFC”), moves for an Initial Order and Sa]e
Process Order under the Companies’ Creditors Arrangement Act ("CCAA").

(2]  The factual basis for the application is set out in the affidavit of Mr. W. Judson Martin,
swomn March 30, 2012. Additional detail has been provided in a pre-filing report provided by the
proposed monitor, FT1 Consulting Canada Inc. (“FTI").

[3] Counse) to SFC advise that, after extensive arm’'s-length negotiations, SFC has entered
into a Support Agreement with a substantial numaber of its Noteholders, which requires SFC to
pursuc a CCAA plan as wel] as a Sale Process.

[4]  Counsel to SFC advises that the restructuning transactions contemplated by this
proceeding are intended to:

(a) separate Sino-Forest’s business operations from the problems facing SFC outside the
People’s Republic of China (“PRC”) by transfermng the intermediate holding
companies that own the “business” and SFC’s inter-company claims against its
subsidiaries to a newly formed company owned pnmarily by the Noieholders in’
compromise of their claims;

(b) effect a Sale Process to determine whether anyone will purchase SFC’s business
operations for an amount of consideration acceptable to SFC and its Noteholders,
with potential excess.being made available to Juntor Constituents;

(c) create a structure that will enable litigation claims to be pursued for the benefit of
SF(C’s stakeholders; and

{d) allow Junior Constituents some “upside™ in the form of a profit participation if Sino-
Forest’s business operations acquired by the Noteholders are monetized at a profit
within seven years from Plan implementation.

(5]  The relief sought by SFC in this application includes:

() a stay of proceedings against SFC, its current or former directors or officers, any
of SFC’s property, and in respect of certain of SFC’s subsidiaries with respect to
the note indentures issued by SFC;

(i)  the granting of a Directors’ Charge and Administration Charge on certain of
SFC’s property;

(iif)  the approval of the engagement leiter of SFC’s financial advisor, Houlihan Lokey;

(iv)  the relieving of SFC of any obligation to call and hold an annual meeting of
shareholders until further order of this court; and

') the approval of sales process procedures.
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FACTS

[6] SFC was formed under the Business Corporations Act (Ontario), R.S.0. 1994, ¢. B-16,
and in 2002 filed articles of continvance under the Canada Business Corporations Act, R.8.C.
1985 ¢. C-44 (“CBCA™).

[7] Since 1995, SFC has been a publicly-listed company on the TSX, SFC’s registered office
1s in Mississauga, Ontario, and its principal executive office is in Hong Kong.

[8] A total of 137 entities make up the Sino-Forest Companies: 67 PRC incorporated entities
(with 12 branch companies), 58 BVI incorporated entities, 7 Hong Kong incorporated entities, 2
Canadian entities and 3 entities incorporated in other junsdictions.

{9]  SFC currently has three employees. Collectively, the Sino-Forest Companies employ a
total of approximately 3,553 employees, with approximately 3,460 located in the PRC and
approximately 90 located in Hong Kong. .

(10) Sino-Forest is a publicly-listed major integrated forest plantation operator and forest
productions company, with assets predominantly in the PRC. Its principal businesses include the
sale of standing ttmber and wood logs, the ownership and management of forest plantation trees,
and the complementary manufacturing of downstream engineered-wood products.

[11} Substantially all of Sino-Forest’s sales are generated in the PRC.

{i2] On June 2, 2011, Muddy Waters LLC published a report (the “MW Report™) which,
according to submissions made by SFC, alleged, among other things, that SFC is a “near total
fraud™ and a “ponzi scheme”.

(13] On the same day that the MW Report was released, the board of directors of SFC
appointed an independent committee to investigate the allegations set out in the MW Repori.

[14] In addition, investigations have been launched by the Ontario Securities Commission
(“OSC™), the Hong Kong Securities and Futures Commissions (“HKSFC”) and the Royal
Canadian Mounted Police (“RCMP™),

[15] Onb Avgust 26, 2011, the OSC issued a cease trade order with respect to the securities of
SFC and with respect to certain senior managemeni personnel. With the consent of SFC, the
cease 1rade order was extended by subsequent orders of the OSC.

(16) SFC and cerlain of its officers, directors and employees, along with SFC’s current and
former auditors, technical consultants and various underwriters involved in prior equity and debt
offerings, have been named as defendants in eight class action Jawsuits in Canada. Additionally,
a class action was commenced against SFC and other defendants in the State of New York.

[17] The affidavit of Mr. Martin also points out thal circumstances are such that SFC has not
been able to refease Q3 2011 results and these circumstances could also impact SFC’s historical
financial statements and its ability to obtain an audit for its 2011 fiscal year. On January 10,
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2012, SFC cautioned that its historic financial statements and related audit reports should not be
relied upon.

[18} SFC has issued four series of notes (two senior notes and two convertible notes), with a
combined principal amount of approximately $1.8 billion, which remain outstanding and mature
at various limes between 2013 and 2017. The notes are supported by various guarantees from
subsidiaries of SFC, and some are also supported by share pledges from certain of SFC’s
subsidiaries.

[19) Mr. Martin has acknowledged that SFC’s failure to file the Q3 results constilutes a
default under the note indentures.

[20]  On Janvary 12, 2012, SFC announced that holders of a majority in principal amount of
SFC's senior notes due 2014 and its senior notes due 2017 agreed to waive the defaull anising
from SFC’s failure to release the Q3 results on a timely basis.

[21] The waiver agreements expire on the earlier of April 30, 2012 and any earlier tenmination
of the waiver agreements in accordance with their terms. In addition, should SFC fail (o file its
audited financial statements for its fiscal year ended December 31, 2011 by March 30, 2012, the
indenture trustees would be in a position Lo accelerate and enforce the approximately $1.8 billion

in notes.

[22]  The audited financial.statements for the fiscal year that ended on December 31, 2011
have nol yet been filed.

[23] Mr. Martin also deposes that, although the allegations in the MW Report have not been
substantiated, the allegations have had a catastrophic negative impact on Sino-Forest’s business
activities and there has been a material decline in the market value of SFC’s common shares and
notes. Further, credit ratings were lowered and ultimately withdrawn.

[24] Mr. Martin contends that the various investigations and class action lawsuits have
required, and will continue to require, that significant resources be expended by directors,
officers and employees of Sino-Forest. This has also affected Sino-Forest’s ability to conduct its
operations in the normal course of business and the business has effectively been frozen and
ground to a halt. In addition, SFC has been unable to secure or renew certain existing onshore
banking facilities and has been unable to obtain offshore ietters of credil to facilitate its trading
business. Further, relationships with the PRC govenment, local government, and suppliers have
become strained, making it increasingly difficult to conduct any business operations.

[25] As noted above, following arm’s-length negotiations between SFC and the Ad Hoc
Notcholders, the parties entered into a Support Agreement which provides that SFC will pursue a
CCAA plan on the terms set out in the Support Agreement in order to implement the agreed
upon restructuring fransaction,
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APPLICATION OF THE CCAA

[26] SFC is a corporation continued under the CBCA and is a2 “company” as defined in the
CCAA.

[27] SFC also 1akes the position that it is a “debtor company” within the meaning of the
. CCAA. A “debtor company” includes a company that is insolvent.

[28)  The issued and outstanding convertible and senior notes of SFC total approximately §$1.8
billion. The waiver agreements with respect to SFC’s defaults under the senior notes expire on
Apri] 30, 2012. Mr. Martin contends that, but for the Support Agreement, which requires SFC to
pursue a CCAA plan, the indenture trustees under the notes would be entitled to accelerate and
enforce the rights of the Noteholders as soon as April 30, 2012. As such, SFC contends that it is
insolvent as it 1s “reasonably expected (o run out of liquidity within a reasonable proximity of
time” and would be unable to meet its obligations as they come due or continue as a going
concern. See Re Stelco [2004] O.J. No. 1257 at para. 26; leave to appeal to C.A. refused [2004]
0.J. No. 1903; leave Lo appeal to S.C.C. refused [2004] S.C.C.A. No. 336; and ATB Financial v.
Metcalfe and Mansfield Alternative Investments H Corp., [2008] O.J. No. 1818 (8.C.1.) at paras.
[2 and 32.

[29] For the purposes of this application, I accept that SFC is a “debtor company” within the
meaning of the CCAA and is insolvent; and, as a CBCA company that is insolvent with debts in
excess of $5 million, SFC meets the statulory requirements for relief under the CCAA.,

[30] The required financial information, including cash-flow information, has been filed.

(31} T am satisfied that it is appropriate 10 grant SFC relief under the CCAA and to provide for
a stay of proceedings. FTI Consulting Canada, Inc., having filed its Consent to act, is appointed
Monitor.

THE ADMINISTRATION CHARGE

[32] SFC has also requested an Administration Charge. Section 11.52 of the CCAA provides
the court with the jurisdiction to grant an Administration Charge in re5pect of the fees and
expenses of FTI and other professionals.

[33] I am satisfied that, in the circumstances of this case, an Administration Charge in the
requested amount is appropriate. In making this determination 1 have taken into account the
complexity of the business, the proposed role of the beneficianies of the charge, whether the
quantum of the proposed charge appears to be fair and reasonable, the position of the secured
creditors likely to be affected by the charge and the position of FTL.

[34] In this case, FTI supports the Administration Charge. Further, it is noted that the
Administration Charge does not seek a super priority charge ranking ahead of the secured
creditors.
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THE DIRECTORS’ CHARGE

[35) SFC also requests a Directors® Charge. Section 11.51 of the CCAA provides the court
with the jurisdiction 1o grant a charge in favour of any director to indemnify the director againsi
obligations and liabilities that they may incur as a director of the company after commencement
of the CCAA proceedings.

(36] Having reviewed the record, I am satisfied that the Directors’ Charge in the requested
amount is appropriate and necessary. In making this determination, [ have taken into account
that the coniinued participation of directors is desirable and, in this particular case, absenl the
Directors’ Charge, the direclors have indicated they will not continue in their participation in the
restructuring of SFC. | am also satisfied that the insurance policies currently in place contain
exclusions and limitations of coverage which could leave SFC’s directors without coverage

certain circumstances.

[37) In addition, the Directors’ Charge is intended to rank behind the Administration Charge.
Further, FTI supports the Directors’ Charge and the Directors’ Charge does not seek a super
priority charge ranking ahead of secured creditors.

[38] Based on the above, I am satisfied that the Directors’” Charge is fair and reasonable in Lhe
circumstances.

THE. SALE PROCESS
[39] SFC has also requested approval for the Sale Process.

[40) The CCAA is to be given a broad and liberal interpretation to achieve its objectives and
1o facilitate the restructuring of an insolvent company. It has been held that a sale by a debtor,
which preserves its businesses as a going concern, is consistent with these objectives, and the
court has the jurisdiction to authorize such a sale under the CCAA in the absence of a plan. See
Re Nortel Networks Corp., {20091 O.J. No. 3169 (5.C.1.) at paras. 47-48.

(41] The following questions may be considered when determining whether to authorize a sale
under the CCAA in the absence of a plan (See Re Nortel Networks Corp., supra at para. 49):

(1) Is the sale transaction warranted at this time?
(i) Wil the sale benefit the “whole economic community™?

(i) Do any of the debtors’ creditors have a bone fide reason to object lo the sale of the
business?

(iv)  Is there a better alternative?

[42] Counsel submits that as a result of the uncertainty surrounding SFC, it is impossible to
know what an interested third party might be willing to pay for the underlying business
operations of SFC once they are separated from the problems facing SFC outside the PRC.
Counsel further contends that it is only by running the Sale Process that SFC and the court can
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determine whether there is an interested party that would be willing 1o purchase SFC’s business
operations for an amount of consideration that is acceptable to SFC and its Noteholders while
also making excess funds available to Junior Constituents.

[43] Based on a review of the record, the comments of FTI, and the support Jevels being
provided by the Ad Hoc Noteholders Committee, I am satisfied that the aforementioned factors,
when considered in the circumstances of this case, justify the approval of the Sale Process at this
point in time.

ANCILLARY RELIEF

{44] 1 am also of the view that it is impractical for SFC to call and hold its annual general
meeting at this time and, therefore, I am of the view that it is appropriate to grant.an order
relieving SFC of this obligation.

[45] SFC seeks to have FTI authorized, as a formal representative of SFC, to apply for
recogmtion of these proceedings, as necessary, in any jurisdiction outside of Canada, including
as “foreign main proceedings” in the United States pursuvant to Chapter 15 of the U.S.
Bankruptcy Code. Counsel contends that such an order is necessary to facilitate the restructuring
as, among other things, SFC faces class action lawsuits in New York, the notes are governed by
New York law, the indenture trustees are located in New York and certain of the SFC
subsidiaries may face proceedings in foreign jurisdictions in respect of certain notes issued by
SFC. In my view, this relief is appropriate and is granted.

[46] SFC also requests an order appraving:
(0 the Financial Advisor Agreement; and
(i) Houhhan Lokey’s retention by SFC under the terms of the agreement.

(47] Both SFC and FTI believe that the quantum and nature of the remuneration provided for
in the Financial Advisor Agreement is fair and reasonable and that an order approving the
Financial Advisor Agreement is appropriate and essential 10 a successful restructuring of SFC.
This request has the support of parties appearing loday and, in my view, s appropriate in the
circumstances and 1s therefore granted.

DISPOSITION

[48] Accordingly, the relief requested by SFC is granted and orders shall-issue substantially in
the form of the Initial Order and the Sale Process Order included the Application Record.

MISCELLANEOUS

[49]  SFC has confirmed that it 1s bound by the Support Agreement and intends 10 comply with
it
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[50] The come-back heanng is scheduled for Friday, April 13, 2012. The orders granted
today contain a come-back clause. The orders were made on extremely short notice and for all
practical purposes are to be treated as being made ex parte.

[51] The scheduling of future hearings in this matter shall be coordinated through counsel to
the Monitor and the Commercial List Office.

{52} Finally, it would be helpful if counsel could also file materials on a USB key in addition

to a paper record.
?ﬁ%%

MORAWETZ 1.

Date: Apnl 2, 2012
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THEGLOBE AND MAIL

THURSDAY, APRIL §, 2012

W5JCoM

© 20U OO OMES € (0 L EUPRNIELO WITH POBT O8I

NOTICE
NOTKE ragarding Sinp-Forest Corporation {the “Appilcant™)
RE: NOTKE OF CCAA FILING, $SUPPORT AGREEMENT DEADUNE & SALE PROCESS
Hollkes nl CCAA Proceedings

NOTICE 5 HEREBY GIVEN that on March 30, 2012, the Apphcant

and
obntn:d {rem the Onlagie

sought
Superior Coort of Jushice {Cammercial LIs1) (lhc
'Court™) ai Toronto an initlal ordar {the “Inliial Order”) undar the Companies
Creditors Amangement Ad, RS C. 1585, ¢ C-35, as amended (the "CCAA")
under Court Fie Humber CV.12. mmwmnnnn-muum 132
Consulting Canada Inc has bean appoint IsCf-M itor {the " )
Hnﬁu ul Jolmhr wivder the Support Agreeme
thﬂdihhddﬂsrﬂotm')dlh
no!:s Issued b Ihe Applicant: US$345,000,000 of 5.00%
sonior nda 2013, US$399,517,000 10 25% guarantoed
Senior notes doe 2014, USS450,000,000 of 4.25% comvarlible senkor rotes
dos 2016 and US$600.000,000 6.25% guiranieed senkr notes dus 2017
(collectively, the “Notes”) Ihat a Restnucuring Support Agreement daled as
of March 30, 2012 {ihe “Suppant :Pmemenl ]w—u made between,
olhers, the and cartain of the Applcant’s notsholde 13 (the " mla
Corsenting Noteholders™), Capitalized lerms used in this notice and nol
otherwise defined shall hava tha meaning given to them in the Suppod
Agreement,
NOTIE IS HEREBY GIVEN that any Noieholdas (other than an Wnitlal
Consenting Motsholder) who wishes to become a Consenting Noleholdar
and eniilled to the Emly Consent Cons&mion pwisuant to the Support
Agreement [ such Early Consend Consid
1o the terms thereol, and subjedt fo such noteholder ﬁ!‘wﬂﬂnlhﬂ s
haldings to the Monitor in accordance with the Support Agresmend) must
exeoste s Sainder Agreement, which an ba found on the Monltor's websde
at hitp //dcanada Hiconsulling.com/sic and retum such executed Joinder
Agraemeni Io the Applicand and the Noteholder Advisais {as defined In the
Wndtial Order and at 1ha addeesses sat lorth in Sectlon 17{g) of the Support
Agresmant] in accocdance with the lerms of the Support Agraemen? by no
fater than the consent adnmdsuopm{rmrno'l'bm)mmu.

2012, and, upon doing 10,

Motsholdsr and shal be bound by the ferms of ihn Suppor! Awetmnt
The Monllor may request addilondl knfotmation from you aftes recelpd of
your Jondet Aweemem to verify your af Notes If you have any
plexse contart the Horitor a? {416) 649-
8054 or bv ernall at, dtdﬁkmdlmq com

FLEASE TAKE NOTICE thal a copy of the Inital Oider, tha Suppoit
Agreemeni, the Joinder Agieemen, tha Sale Process Ovder, and other
public n!nm.unn concerning thase CCAA pra:eedms an ba found on
the ‘s at hitp.//ck g-com/iic, of may be
ochlined by contacling the Monltor at,
FT1 Consulling

Couit-appomied Monitor of Sino-Forast Corparation

TO Woterhousa Tawet

79 wWellington Sirzel West

Sante 2010, PO, Box 104

Toronto, Ontarke  M5K 1G8

Aflenlion: Jod Porepa

Holline, {415) 645-8094

Email: stcllicomsuling.com
Sals Proces
TAKE NOTKE THAT pursuand to an arder (the =Sale Process Ovder®) of the
Couwrt sssuad on March 30, 2012 under the CCAA, The Applaant oblanad
Court appioval to conduci 3 sale soliciation process [the “Sale Process™)
Purtuant lo ihe Sale Process, Houlihan Lokey is solldling proj from
prospective stialegic and Iman:h! pamu to muwe substantiady 3l ol Ihc

20 i subsidi

m 3] %

plantation cpaaior in Chena, Ws pmapal buum ihe ownarship
and«wuqcmmduu phnimons ﬂ‘mnleohlu\dmg timber and wood
logs, and the comp ¥ aunng of downslicam engineered-
wood products,
The Court akso appowted FTI ConsuMling Canads Inc. as the Monrtor of the
Applacant and confiemed Houlihan tokey as s financiat advisor,
intcrested parbes can obten addilional nlormation regarding the Sale
Piocess by contacting Houkhan Lokey at

Houlihan Lokey

Atlention David Pytnam

Telaphone; +852 35512300

Emall: dputnam@hl com

in the matiat of the G bes’ Craitors A
a5 amanded (the “CCAA®Y, and

hih-mnudnmudcw o Arrangetien? of PCAS Patiant Care
smation Services In¢. end 2163279 Onlarle Inc, conducting brikaeis 23
‘I'wthpahl(lho “Campanles”}

NOTICE TO CREDITORS

MOTICE 1S HEREBY GIVEN that on March 23, 2002, tle Companies sought
and obtained from the Ontano rior Court of Justice (Commaeraial List),
an iedtisl ordet {the “indtia! Order™) putsuant 1o The CCAA, undar Court Flle
Nncvu%mou. Nwmllolhchﬂsuorder PricewaierhouseCaopers
Inc. was infed as Wor of the € les {ihe “Monilo™) This
notics s pmvldtd in accordance with seciion 23 (1) {a) of tha CCAA and
paragraph 44 of the tnilial Order.

MTICEISHEREBYGNENmIrlcm of the i) Order and other public
information in respedt of these CCAA proceedings are availble on the
Monitor's websile at www eomlw-pus. or may be obhined by
contacting the Monitor direct|

inamhouu(nopm nc.

Monligr

PLAS Pm.m Cwe Automahion Ssrvicas Inc. and 215327% Onlanio Inc

18 York Street, Sulte 2600

Toronio, ON M5) 082

Aftenlion: Sara de Vemeoll

Talephone: +1 416 687 B316
DATED at Taronlo, Ontarlo this 27¢h day of Masch, 2012

g 8
pwe

! A, 1L5.C. 1905, ¢, €36,

NOTICE TO CREDITORS OF STERLING SHOES INC.,
STERLING SHOES GP INC. AND STERLING SHOES
LIMITED PARTNERSHIP

(hereinafier raferred to collectivaly as the “Petitionar Parties®)

RE: NOTIE OF CLAIMS PROCESS FOR THE PETITIONER PARTILS PURSUANT
TO THE COMPANIES' CREDITORS ARRANGEMENT ACT (TCCART)

This notice s being pwsuant 10 an order of the Supreme Cour
ol Beitish Calumbla dated Aprl 2, 2012 {tive "Clalms Process Ordar”™) which
approved a claims Process for $ha determination of certain daims against
the PatiMionar Parties and/or thewr Directors and/oe Officens. The damns
Process only to she Chims of Creditors describad In the Claims
Pmuu A o the Chairms Procass Order and othar publc iInforrnalion

procssdings can be oblained on Ha website of

Ahnta%lhm!(mﬂhh&.ﬁl Court. od Monitar of 1ha Petitione:
Parties (Hhe “Mealior”) at

Any person who may hive 2 of tha Petitionet Partias

or sy of theis Directors and/or Omun d cavefully ceview and comply
with the Oaims Process Ocder

Any parton m’aumwmmydthwhmhnhswumd
ther Diveclors and/or Oflicers arising or relating 10 the penod prior 10 October
21, M(mmmﬁmmm\u ldﬂnpfwdﬂehhlnb
mqhdlh:" k pt on the Filng Date and

dmw-awachhmrmnwﬁlhddam?m o
wha 1ecerves a Claim Amoun) Notice with their Claims Package but disputes
hmmiocmhnedﬂuhumasimdhthehchimmnoumm-cc
m!s.mdal’mcld&morlxﬂwd ofChkn.nawlublc lothe

o try e

Prools of Clalm znd Lardlord Proofs of Clawn lor Clhawms ansang as a result of
a restructuning, disclaimer, rasillation, lermination, or beeach by any of The
Pelaoner Parties on or aftes the Flling Date of any contract, lease, employ-
ment agreement, Lease or other agreement or arrangement of any nature
whatsoever, M-l;ihﬂ wiitten or ocal, mvst b tesetead by the Monttor by

i ;
ST e Sl s the dnte o the Hotice of Digclalmet

i
i

Cold War law
shuts door on
Russia’s boom

SUDEEP REDDY

Russia is on the cusp of joining
the World Trade Organization
after a rwo-decade jowney,a
landmark move to integrate the
emerging economy into the inter-
national trading system.,

There's ane problem for U.S.
companics They may be left out
of the parade. "

Election-year sparring coul
keepihe U.S from lifting long-
standing resiricnons on trade
with Russia by the time the coun-
try lolns the WTO this summer,
As aresult, US companies
wouldn't receive the same legal
protections against Russian tariffs
and other hurdles to business
that companies from other coun-
tries would gain, purting the US.
businesses ar a competitive disad-
v:nh €, executives say.

rgest business groups in
t.he U.S.. including the U.S. Cham-
ber of Commerce, say passing leg-
islation (o §ift the US. restrictions
is thelr No, 1 rade goal this year.
Dozens of smaller organizations,
Including the National Chicken
Council and the Toy Industry As-
sodatlon, are lobb 0.

The stakea are high for US. com-
pantes, which are eager for new
markets amid slow growth in
advanced econoimiss such asthe
U.S.and Europe. US. exports of
goods and services to Russia
could double over the next five
years from $¢-billlon (U.5.) In
2010 (f V1.5, companles get full
acerss to the market, aecording to

1 economists at the Peterson Insti-
{ tute for Intemational Economics.

Atissue Is the Jackson-Vanik
amendmment, a Cotd War measiure
that restricts U.S. yade selarions
with nations that [imit emigra-
tion. Congress passed the aw in
1974 0 ensure that Jews could
Icave the Soviet Union freely. That

- hasn't been a problem since the

Soviet Unjon collapsed. and U.S
administrations have waived the
measure's resizictions annually
for Russia since the early togos
But unless the V.S, repeals Jack-
son-Vanik permanently for Russia
- annual waivers uen't sufficlent
- Moscow still could malntain
high tariffs on U.S. products and
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Court File No. CV-12-9667-00CL

Sine-Forest Corporation

FOURTH REPORT OF THE MONITOR

July 10, 2012
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF

SINO-FOREST CORPORATION

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

INTRODUCTION

L.

o

(¥ ]

On March 30, 2012 (the *Filing Date”), Sino-Forest Corporation (the
“Company”) filed for and obtained protection under the Companies’ Creditors
Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the “CCAA”’). Pursuant to
the Order of this Honourable Court dated March 30, 2012 (the “Initial Order”),
FTI Consulting Canada Inc. was appointed as the Monitor of the Company (the
“Monitor’®) in the CCAA proceedings. Pursuant to an Order of this Court made
on May 31, 2012, this Court granted an Order extending the Stay Period (as
defined in the Initial Order) to September 28, 2012. The proceedings commenced
by the Company under the CCAA will be referred to herein as the “CCAA

Proceedings”.

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

Order is attached as Appendix A hereto.

The purpose of this Fourth Report of the Monitor (the “Fourth Report”) is to
provide this Honourable Court with an update as to the status of the Sale Process

including the intended next steps of the Company as required by the endorsement

1177
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of Justice Morawetz made on May 31, 2012.

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

such variations may be material.

5. Unless otherwise stated, all monetary amounts contained herein are expressed in
US Deollars.
6. The term “Sino-Forest” refers to the global enterprise as a whole but does not

include references to the Greenheart Group. “Sino-Forest Subsidiaries™ refers to
all of the direct and indirect subsidiaries of the Company, but does not include

references to the Greenheart Group.

7. Other than with respect to the section labelled “UPDATE ON SALE PROCESS”,
capitalized terms not defined in this Fourth Report are as defined in the pre-filing
report of the proposed monitor dated March 30, 2012 (the “Pre-Filing Report”)
and the affidavit of W. Judson Martin sworn March 30, 2012 (the *Initial Order
Affidavit”).

GENERAL BACKGROUND

Sino-Forest Business

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

and complementary manufacturing of downstream engineered-wood products.

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

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

a world-wide basis.

Subsequent to the issuance of the MW Report, the Company devoted extensive
time and resources to investigate and address the allegations in the MW Report as
well as responding to additional inquiries from, among others, the Ontario
Securities Commission, the Royal Canadian Mounted Police and the Hong Kong

Securities and Futures Commission.

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

without the Court supervised solution offered by the CCAA Proceedings.

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

the issuance of the MW Report in June 2011].

CONSULTIILG
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UPDATE ON SALE PROCESS

14.  Capitalized terms used in this section and not otherwise defined have the meaning
given to them in the sale process procedures (“SPP”) approved pursuant to the

Sale Process Order.

15. As set out in the Initial Order Affidavit and the Pre-Filing Report, the Company
and a group of ad hoc noteholders (the “Initial Consenting Noteholders™)
negotiated and entered into a restructuring support agreement (the “Support
Agreement”) that provided for a restructuring transaction (the “Restructuring

Transaction”) for the Company and its assets.

16.  In connection with the commencement of the Proceedings, and as contemplated
by the Support Agreement, the Company sought and obtained the Sale Process
Order which provided for the implementation of a solicitation process in

accordance with Court-approved sale process procedures.

17.  The purpose of the SPP was to determine whether any parties were willing to
purchase substantially all of Sino-Forest's business operations for an amount
provided for under the SPP. Under the terms of the Sale Process Order, the
Company's financial advisor, Houlihan Lokey (“HL”), conducted the Sale

Process which is described in the following paragraphs.

18.  Throughout the conduct of the SPP, the Monitor was advised and, in some cases,

directly involved, in the steps being taken.
19. Upon the granting of the Sale Process Order, the following steps were taken:

(a) On April 5, 2012, the Monitor caused notice of the SPP to be published in
the Globe and Mail and the Wall Street Journal. A copy of the publication

notices were attached as Appendices F & G to the Monitor’s First Report;

(b) On March 30, 2012, the Company issued a press release regarding the
SPP;

CONSILTING
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(c)  The Company, with the assistance of HL and the Monitor, prepared a

“teaser” letter that was sent to potentially interested parties;
{d) HL, in consultation with the Company and the Monitor,

i) Selected a group of eighty-five (85) of strategic and financial
buyers (comprised of buyers who had either contacted HL or the
Company or were otherwise chosen to be in the group) and
provided those potentially interested parties with copies of the

teaser letter;

(ii) Negotiated fourteen (14) confidentiality agreements (“CAs™) with

those parties who indicated an interest in the business;

(e) Certain of these bidders were ultimately deemed to be “Phase [ Qualified

Bidders” in accordance with the SPP requirements;

4] On or about June 28, 2012 (the “Phase I Bid Deadline”), a number of non
binding letters of intent (the “LOIs”) were received by the Company.

Pursuant to the SPP, upon receipt of the LOIs the Company, in consultation with
HL and the Monitor, was required to determine whether any such LOIs
constituted “Qualified Letters of Intent” and to notify parties as to whether their
LOI constituted a Qualified Letter of Intent within seven (7) business days of the
Phase 1 Bid Deadline. If a Qualified Letter of Intent was received during Phase 1,

the Company would continue to Phase 2 of the SPP.

The SPP provided that the Company would terminate the SPP at the end of Phase

1 if, inter alia, no Qualified Letters of Intent were received.

Upon receipt of the LOls, the Company and HL, in consultation with the Monitor,
reviewed the terms of the LOIs to determine whether any of them met the

requirements of the SPP.

The Company has determined that none of the LOIs constitute a Qualified Letter
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of Intent as provided for under the SPP. The Monitor understands that the
advisors to the Ad Hoc Noteholders concur in this determination. As a result, on
July 10, 2012, the Company issued a press release announcing the termination of
the SPP. The Company also announced that it intends to proceed with the
Restructuring Transaction as contemplated by the Support Agreement. As set out
in the Support Agreement, the implementation of a Restructuring Transaction
pursuant to a CCAA plan would be subject to all requisite Court approvals. A

copy of the press release is attached as Appendix B hereto.

24.  The Monitor has not included a summary of the LOIs due to the commercially
sensitive nature of the contents of those LOIs. However, as set out above, the
Monitor has independently reviewed the LOIls and is of the view, under the terms
of the SPP, none of the LOIs constitute a Qualified Letter of Intent. In light of the
fact that no Qualified Letters of Intent were received, the Monitor is of the view

that the termination of the Sale Process is appropriate in the circumstances

Dated this 10" day of July, 2012,

FTI Consulting Capada Inc.

Jodi/B. Porepa
Senior Managing Director Matiaging Director

TR
CONSULTING
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APPENDIX A - SALE PROCESS ORDER

Attached.
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y v Court File No. Cv- | Z"Qé’é’;l-a)ﬂ
—— CL.
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
) FRIDAY, THE 30"
)
JUSTICE MORAWETZ ) DAY OF MARCH, 2012

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

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

SALE PROCESS ORDER

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

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

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

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

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

these proceedings on March 30, 2012.
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SERVICE

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

returnable today and hereby dispenses with further service thereof.

SALE PROCESS

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

obligations thereunder and to do all things reasonably necessary to perform their obligations

thereunder.

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

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

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

Sale Process Procedures and their powers and duties in relation thereto,
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6. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and are
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative

body, wherever located, for the recognition of this Order and for assistance in carrying out the
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Schedule “A” - 1
SINO-FOREST CORPORATION

Sale Process Procedures

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

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

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

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

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

Solicitation Process

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

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

187 |
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CCAA Plan

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

“As Is, Where Is”

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

Free Of Any And All Claims And Interests

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

thereof), except to the extent otherwise set forth in the relevant definitive purchase agreement
with a Successful Bidder.

Publication Notice

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

(7 [Intentionally deleted]

Solicitation of Interest

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

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

(2) an executed Confidentiality Agreement;

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

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

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

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

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

(13) If the Sale Process has been terminated as provided in section 12, the Financial Advisor

1189
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Confidential Information Memorandum and Due Diligence for Phase 1 Oualified Bidders

(14) The Confidential Information Memorandum will be made available by the Financial

Advisor to Phase 1 Qualified Bidders as soon as practicable after the determination that such
party is a Phase 1 Qualified Bidder.

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

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

Phase 1

Seeking etters of Intent by the Phase 1 Qualified Bidders

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

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

Chualified Letters of Intent

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

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

(c) such other information reasonably requested by SFC, in consultation with the
Monitor and the Financial Advisor. ‘

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

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

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

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

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

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

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

Restructuring Transaction,
(25) If the Sale Process has been terminated as provided in section 23, the Financia! Advisor

shall notify each Phase 1 Qualified Bidder that submitted a Letter of Intent that the Sale Process
has been terminated.

Phase 2

Seeking Qualified Bids by Qualified Bidders

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

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

(28) The Monitor, the Financial Advisor and SFC make no representation or warranty as to
the information in the materials provided, except, in the case of SFC, to the extent contemplated
under any definitive purchase agreement with a Successful Bidder.

Qualified Bids

(29) SFC shall make available to each Qualified Bidder a form of purchase agreement
developed by SFC in consultation with the Monitor and the Financial Advisor (the “Form of
Purchase Agreement”) no later than 20 days after the Phase 1 Bid Deadline.
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(30) A bid submitted by a Qualified Bidder will be considered a Qualified Bid only if it
complies with all of the following (a “Qualified Bid"):

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

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

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

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

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

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

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

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

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

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

its bid; and (iv) has had the benefit of independent legal advice in connection with
its bid;

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

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

()] if the Qualified Bidder is an entity newly formed for the purpose of the
transaction or otherwise has limited net assets and/or operating history, the bid
shall contain an equity or debt commitment letter from the parent entity or

sponsor, which is satisfactory to SFC, in consultation with the Monitor and the
Financial Advisor;

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

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

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

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

No Qualified Bids

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

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

Evaluation and Selection of Successful Bid

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

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

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

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

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

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

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

Approval Motion

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

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

Deposifs

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

Days of the date upon which the Sale Process is terminated in accordance with these Sale
Process Procedures.

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

Approvals

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

Amendments/Extensions of Time

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

Consultation

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

Noteholder Advisors to participate in material discussions with interested parties in relation to
the Sale Process.

Initial Consenting Noteholder Consent

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

Further Orders

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




SCHEDULE “A”

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

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

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

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

“Claims and Interest” has the meaning ascribed thereto in section 3;

“Confidential Information Memorandum” means the memorandum relating to the SFC
Business and the opportunity to acquire the Assets to be distributed to Phase 1 Qualified Bidders
as part of the Sale Process;

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

“Consenting Noteholders” has the meaning ascribed thereto in the Support Agreement;

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

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

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

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

Bidder pursuant to the Successful Bid as determined by SFC and the Successful Bidder and
identified in the CCAA Plan;

“Financial Advisor” means Houlihan Lokey;

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

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

“Letter of Intent” has the meaning ascribed thereto in section 17;

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

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

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

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

“Noteholder Advisors” means Goodmans LLP, Hogan Lovells LLP, Moelis & Company LLC

and Moelis & Company Asia Limited, in their capacity as advisors to the Initial Consenting
Noteholders;

“Notes” means the 5% Convertible Senior Notes dwe 2013 issued by SFC, the 10.25%
Guaranieed Senior Notes due 2014 issued by SFC, the 4,25% Convertible Senior Notes due 2016
issued by SFC and the 6.25% Guaranteed Senior Notes due 2017 issued by SFC;

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

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

“Person” means any individual, sole proprietorship, limited or unlimited liability corporation,
partnership, unincorporated association, unincorporated syndicate, unincorporated organization,
body corporate, joint venture, trust, pension fund, union, governmental entity, and a natural

person including in such person’s capacity as trustee, heir, beneficiary, executor, administrator or
other legal representative;
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“Phase 1" has the meaning ascribed thereto in section 17,

“Phase 1 Bid Deadline™ has the meaning ascribed thereto in section 18;
“Phase 1 Qualified Bidder” has the meaning ascribed thereto in section 10;
“Phase 2™ has the meaning ascribed thereto in section 22;

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

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

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

“Qualified Letter of Intent” has the meaning ascribed thereto in section 19;

“Restructuring Transaction” means the restructuring transaction contemplated by the Support

Agreement in the event a Successful Bid is not obtained and/or SFC does not consummate the
sale transaction;

“Sale Process” has the meaning ascribed thereto in the recitals to these Sale Process Procedures;

“Sale Process Order” has the meaning ascribed thereto in the recitals to these Sale Process
Procedures;

“Sale Process Procedures” has the meaning ascribed thereto the recitals to these Sale Process
Procedures;

“Sale Proposal” has the meaning ascribed thereto in section 19(a);

“Selected Superior Offer” has the meaning ascribed thereto in section 36;

“SFC” has the meaning ascribed thereto in the recitals to these Sale Process Procedures;
“SFC Business” means the business carried on by SFC and its direct and indirect subsidiaries;
“Solicitation Process” has the meaning ascribed thereto in section 1;

“Successful Bid” has the meaning ascribed thereto in section 37,

“Successful Bidder” has the meaning ascribed thereto in section 37;
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“Support Agrecement” means the support agreement dated March 30, 2012, between SFC and
the Initial Consenting Noteholders and the other Consenting Noteholders, as amended from time
to time;

“Teaser Letter” has the meaning ascribed thereto in section &; and

“Yoting Deadline” means the deadline for voting on the CCAA Plan, as established by the
Meeting Order.
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SCHEDULE “B”
FORM OF NOTICE OF SALE PROCESS

TAKE NOTICE THAT pursuant to an order (the “Order”) of the Ontario Superior Court of
Justice (the “Court”) issued on March 30, 2012 under the Companies’ Creditors Arrangement

Act, Sino-Forest Corporation obtained Court approval to conduct a sale solicitation process (the
“Sale Process™).

Pursuant to the Sale Process, Sino-Forest Corporation’s financial advisor, Houlihan Lokey, is
soliciting proposals from prospective strategic and financial parties to acquire substantially all of
the property, assets and business of Sino-Forest Corporation and its subsidiaries, other than
certain excluded assets, Sino-Forest Corporation is a leading commercial forest plantation
operator in China. Its principal businesses include the ownership and management of tree

plantations, the sale of standing timber and wood logs, and the complementary manufacturing of
downstream engineered-wood products.

Interested parties can obtain additional information by contacting Houlihan Lokey at:

Houlihan Lokey
Attention: David Putnam
Telephone: +852.3551.2300
Email: dputnam@hl.com




SCHEDULE “C”

NOTICE PARTIES

1204

Sino-Forest Corporation
Room 3815-29 38/F, Sun Hung Kai Centre
30 Harbour Road, Wanchai, Hong Kong

Attention: Mr, Judson Martin, Chief Executive Officer
Email: latson-martin@sinoforest.com

Houlihan Lokey
2101 Two Exchange Square, 8 Connaught Place
Central, Hong Kong

Attention; David Putnam
Email: dputnam@hl.com

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

Attention: Kevin J. Zych and Raj S, Sahni

Email: zychk@bennettjones.com and sahnir@bennettjones.com

FTI Consulting Canada Inc.

TD Waterhouse Tower

79 Wellington Street West, Suite 2010, P.O, Box 104
Toronto, Ontario M5K 1G8

Aftention; Greg Watson
Email: greg. watson@fticonsulting.com
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APPENDIX B - PRESS RELEASE

Attached.
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Sino-Forest Corporation

Sino-Forest Proceeds to Implement Restructuring Transaction
Contemplated by the Restructuring Support Agreement and
Terminates Sale Solicitation Process

TORONTO, CANADA - July 10, 2012 — Sino-Forest Corporation (“Sino-Forest” or the
“Company”) announced today that it is proceeding to implement the previously
announced restructuring transaction pursuant to which its creditors will acquire
substantially all of the assets of the Company (the "Restructuring Transaction”) in
accordance with the terms described in the Restructuring Support Agreement (the
“Support Agreement”) entered into by certain noteholders (the “Ad Hoc Committee”) and
the Company on March 30, 2012. Pursuant to the Restructuring Transaction, Sino-
Forest will transfer substantially all of its assets, other than certain excluded assets, to a
newly formed entity owned and controlled by its creditors in full and final settlement of
all claims against the Company.

As announced on June 8, 2012, holders of more than 72% of the aggregate principal
amount of the Company's outstanding notes (with more than 66.67% of the principal
amount of each of the four series of Notes) have agreed to be parties to the Support
Agreement. Pursuant to certain revised deadlines under the Support Agreement, Sino-
Forest is required to file a plan under the ‘Companies’ Creditors Arrangement Act
("CCAA"} in respect of the Restructuring Transaction on or before August 7, 2012,

In accordance with the sale process procedures approved by the Ontario Superior Court
of Justice on March 30, 2012 (the “SPP"}), Sino-Forest's financial advisor, Houlihan
Lokey, had been soliciting offers to purchase substantially all of Sino-Forest's assets.
Following consultation with the court-appointed Monitor, FTI Consulting, the Company's
financial advisor and the Ad Hoc Committee and its advisors, the Company determined
that none of the bids submitted pursuant to the SPP constituted Qualified Bids as
defined in the SPP and the sale solicitation process has been terminated in accordance
with the SPP.

Additional details regarding the Restructuring Transaction are contained in the Support
Agreement, a copy of which is available at www.sedar.com and on the Monitor's
website at hitp://cfcanada.fticonsulting.com/sfc.

Inquiries

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

FOR OTHER INQUIRIES PLEASE CONTACT:
BRUNSWICK GROUP LIMITED
Tel: + 1 646 625 7452
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FOR MEDIA INQUIRIES PLEASE CONTACT:
BRUNSWICK GROUP LIMITED
Email: sinoforest@brunswickgroup.com

New York Hong Kong

Stan Neve Tim Payne

Tel: +1 212 333 3810 Cindy Leggett-Flynn
Tel: +852 3512 5000

This news release contains forward-looking information within the meaning of applicable securities laws,
including statements relating to the Company's expectations with respect to the implementation of the
Restructuring Transaction and the expected terms of, and consideration to be received pursuant to, the
Restructuring Transaction. The forward looking statements expressed or implied by this news release are
subject to important risks and uncertainties. When used in this news release, the words "is proceeding"”,
"will" and similar expressions are intended to identify forward-looking statements, although net all forward-
looking statements contain such words. Forward-looking statements are based on estimates and
assumptions made by the Company in light of its experience and its perception of historical trends,
current conditions and expected future developments, as well as other factors that the Company believes
are appropriate in the circumstances. The results or events predicted in these statements may differ
materially from actual results or events and are not guarantees of future performance of Sino-Forest.
Factors which could cause results or events to differ from current expectations include, among other
things: actions taken against the Company by governmental agencies and securities and other regulators;
actions taken by the Company's noteholders, lenders, creditors, shareholders, and other stakeholders to
enforce their rights; the Company's ability to negotiate and finalize definitive documentation regarding the
Restructuring Transaction on the terms contemplated, if at all; the Company's ability to complete the
Restructuring Transaction in the timeframe contemplated, if at all, which is subject to the satisfaction or
waiver of numerous conditions, some of which are beyond the control of the Company, including
conditions in respect of the approval of the Court, the Company's creditors and other stakeholders and
securities and other regulatory authorities, the outcome of examinations and proceedings currently
underway by law enforcement and securities regulatory authorities; the outcome of class action or other
proceedings which have been or may in future be initiated against the Company, the accuracy and
outcome of the resuits of tree asset testing undertaken by the Company; the Company's reliance on key
employees; the Company's ability to acquire rights to additional standing timber; the Company's ability to
meet its expected plantation yields; the cyclical nature of the forest products industry and price fluctuation
in and the demand and supply of logs; the Company's reliance on the relationship with local plantation
land owners andfor plantation land use rights holders, authorized intermediaries, key customers,
suppliers and third party service providers; the Company's ability to operate its production facilities on a
profitable basis; changes in currency exchange rates and interest rates; the evaluation of the Company's
provision for income and related taxes; economic, pelitical and social conditions and government policy in
China, the Republic of Suriname and New Zealand; and other factors not currently viewed as material
that could cause actual results to differ materially from those described in the forwarding-looking
statements. Sino-Forest Corporation disclaims any intention or obligation to update or revise any forward-
looking statements, whether as a result of new information, future events or ctherwise, except as required
by law.




1209

SWOE61S6L WMV T HOL

ou] eprue) Sunmsuo) 1
"JONUOA] 3U) J0J S19Ame]

wod s3ulmos @ wels aajuual ;rewy
199L-798 (919) X2 / £695-798 (91+) 2L
(CSELIY "ON DNST) Wels Jajiuuaf

woo's8ulmod @ Aeryouap :rewg
199£-798 (91%) :¥eq / 0£€L-69€ (914) (5L
(VZSIIZ "ON DNS'D) A&, youusQg .

¢Ol XS NO Quoso],
0091 NS 15944 12211 Sury 001

aoe|d UeIpRWE)) 11K |

S10)151]0§ pUE sIMSUIRq

4TI NOSYIANIH N1V ONITMO)

JOLINOW HHL 40 LIO0ddd HLANOA

(OLNOYOL LV GIONIWNOD DNIAFID0Ed)

(3s17 [eRIUILOD)
AOLLSAI 4O LINOD 014 AINS
OIIVINO

NOILVIOJYOD LSTIOA-ONIS JO LNAWIINVITY O ASTNOIJNO0D 40 NVId V 40 YALLVIA AHL NI ANY

TIANTNY SV 9€-0°3 ‘5861 "I'S'H 'LOV INTWIONVINV SUHOLIATYD STAINVAWOD AHL A0 HALLVIN THL NI
TO00-L996-T1-AD *ON 3[4 1no)




['200L80%1 100T-F819¢

SUONOY SSB[D) U}l pauley
SIOIIMIIPU() U} 1O} SI1akme]

WOISAIONWISUIAR]SE | [IBlliy]
LEEL'S9891Y ‘IPL
(EEys #ONST]) SUdARIS " WEpyY

wod sAI0)wiof[aqesl « [rewy
87T G989V 2L
(M6VYSE #ONST) ofPqe uyor

Wod'SAIOIIYSIQP - [rewy
£6€L°S98°91¥ ‘2L
(V62Z91¥ #DNST) ustd prae(

08EL° 9891 -XBd

ZNT SN ouruQ ‘ouoIo],
A1ud) (1L 000¢ AN
1S3\ 12211 UOIBUI[[oM 6L
dTTSAHOL

A JO AT AINNTOA

(jeaddy 03 3487 U3 UOHOA])
NOILDYV SSVTO NI AAINVN
SHALTIMYIANN
HHL 40 QIOIHA NOLLOW

OIAVINO ¥OA TVIAddV A0 L4102

NOLLVIOJIOD
LSTAOA-ONIS A0 INFINAONVEUY YO ASINOUINOD A0 NV Id V O dALLVIN JH.L NI ANV

TO00-L996-T1-AD "ON 1] H10D QAANTNY
ON 31t [eaddy Jo unody SV ‘9€-0 05861 "O'S™ LDV INTWTONVHYY SYOLIATAD SAINVINOD AHL A0 YTLLVIN FH.L NI



