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MT. KEARSARGE MINERALS INC.

February 11, 1994
Dear Shareholder:

In the enclosed proxy circular we, the board of directors of Mt.
Minerals Inc., are seeking your approval for the reorganization of your Company and the
acquisition of Sino-Wood Partners, Limited, & Hong Kong corporation which has an interest
mmmmmm%&*:mamwmumwm
of forestry products.

Your board of directors acquired control of Mt. Kearsarge Minerals Inc. on
m;;.lm.m.mwmmmmuumwwm
your Company (o acquire » new business. The proposed acquisition of Sino-Wood Partners,
Limited is believed to fulfil this strategy.

The reorganized Company will maintain the quotation of its common shares on
the Canadian Dealing Network, subject to satisfaction of al) requirements.

The attached information circular contains important information. Please read
its contents and if you have any questions, consult a professional adviser or call me at the
number below.

The directors of Mt. Kearsarge are unan'mous in their support of this
transaction and we look forward to making the recrganized company into a significant
integrated forest products company.

By Order of the Board,

ZZoa

200 King Street West
SunLife Centre, Suite 2004
P. 0. Box B6
Toronto, Ontario
MS3H 3T4
Tel: (416) 597-1100
Fax: (416) 597-2818




. MT. KEARSARGE MINERALS INC.
NOTICE OF ANNUAL & SPECIAL MEETING OF SHAREHOLDERS

TAKE NOTICE that an Annual and Special Mecting of the Sharcholders of Mt. Kearsarge
Minerals Inc. ("M Kearsarge”) will be held at Suite 1000, 36 Toronto Street, Toronto,
Ontario, M5C 2C5 on Friday, March 11, 1994 at 9:30 a.m., Toronto time, for the following
purposes.

1. to receive the annual report, the financial statements for the year ended December
31, 1993 and the report of the auditors thereon;

2. 1o elect directors;
3. to appoint auditors;

4. o consider and, if thought fit, pass a Special Resolution approving the
amalgamation of Mt. Kearsarge and 1028412 Ontario Inc. ("Onico®) and, for
such purpose, approving the amalgamation agreement (the “Amalgamation
Agreement™) dated February 11, 1994 between Mi. Kearsarge and Ontco
providing for the amalgamation of Mt. Kearsarge and Ontco on the terms and
conditions set forth in the Amalgamation Agreement;

5. if the Special Resolution approving the Amalgamation Agreemenl is passed, to
consider and, if thought fit, pass a Resolution approving the acquisition of all of
the issued and outstanding shares in the capital of Sino-Wood Partners, Limited
("Sino-Wood™) and, for such purpose approving the share purchase agreement
(the "Acquisition Agreement™) made as of the 1st day of January, 1994 among
M. Kearsarge, CanAsia Partners Limited, Sino-Wood, the shareholders of Sino-
Wood, Ontco and others; and

6. to transact such other business as may be properly brought before the meeting or
any adjournmeni or adjournments thereof.

A copy of the financial statements of Mt. Kearsarge for the year ended December
31, 1993 and of Sino-Wood as at December 31, 1993 are anncxed as Schedules A and B,
respectively, to the accompanying Information Circular.

A copy of the text of the Special Resolution and Resolution referred above and of
the Amalgamation Agrecment are annexed as Schedules C, D and F, respectively, 0 the
accompanying Information Circular,

Sharcholders who are unable to attend the mecting or any adjournment thereol in
person and who wish (o cnsure that their shares arc voted are requested to complete, date and

(M
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The R-M Trust Company, 393 University Avenue, 5th Flooe, Toronto, Ontario MSC 2W9
mmmummmmwmummqu.

mm&mmmmmmuwuuu
mﬁﬁfﬂvﬂdﬁe&ﬂmhmﬂmmmﬂmﬁmo{hﬁmlﬁdh
Business Corporation Act (Ontario). A shareholder’s right to dissent is more particularly
described in the accompanying Information Circular.
DATED the 11th day of February, 1994.
By of the Board
Jobn Thompson

President & Secretary




SUMMARY OF THE INFORMATION CIRCULAR

The following is a summary of certain information conrained elsewhere in this Informarion
Circular and is qualified in its entirety by reference 1o the more detailed informarion
contained in the Information Circular. Capiralized terms referred 1o in this Summary have
the meanings attributed 1o them in the Information Circular.

The Reorganization

Shareholders will be asked to approve the Reorganization of Mt. Kearsarge and Ontco which
involves three steps, namely:

(1)  the issue, by way of two separate Private Placements, of a total 12,800,000
common shares of Onico and 11,900,000 Series A Share Purchase Warrants of
Ontco for total proceeds of $6,700,000:

(2)  the Amalgamation of Mt. Kearsarge with Onico and their continuance as one
company under the name Sino-Foresit Corporation; and

(3)  the Acquisition by Sino-Forest of all of the issued and outstanding shares of
Sino-Wood in consideration of the issue by Sino-Forest of 16,200,000 Class A
Subordinate-Voting Shares, 6,000,000 Serics A Preference Shares and
8,100,000 Series B Share Purchasc Warrants.

Description of Sino-Wood

Sino-Wood is a Hong Kong company thal has not commenced business operations except for
entering into Joint Venture Agreements with certain PRC enterprises to cstablish and invest
in six joint ventures in the PRC to engage in the production and sale of forestry products.
Initially, Sino-Wood ownership of these joint ventures will be 53% in respect of one joint
venture and 55% in respect of the other joint venmtures. The net proceeds received from the
Private Placements will be used 10 fund the initial instalments payable by Sino-Wood under
the Joint Venture Agreements. Additional significant investments will be required by Sino-
Wood over the nexi two years to maintain its interests. See "Sino-Wood Partners, Limited -
Description of Joint Ventures™.

The Private Placements

Pursuant to the GTL Underwriting Agroement, Ontco has agreed 1o sell and GTL Securities
has agreed to purchase, subject to the terms and conditions set out therein, af a closing 1o be

(iii)
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held on March 11, 1994 an aggregate of 12,790,000 common shares of Ontco and
1,900,000 Series A Share Purchase Warrants for total gross proceeds of $6,700,000.

Each Series A Share Purchase Warrant will initially entitle the registered holder thereof to
purchase one common share of Omco (and immediately following the Amalgamation, one
Class A Subordinate-Voting Share of Sino-Forest) at a price of $1.50 per share at any time
after the earlier of (i} the conversion of all Series A Preference Shares controlled by the
former shareholders of Sino-Wood and (i) June 30, 1995 and on or before August 31, 1995,
The Series A Share Purchase Warrants will be non-transferable prior to July 1, 1995 and
transferable thereafier. In the event that the Series B Share Purchase Warranis (lo be issued
1o the shareholders of Sino-Wood under the Acquisition Agreement) are not fully exercised
on or hefore their expiry date of June 30, 1995, the holders of Series A Share Purchase
Warranis shall be entitled to purchase, on a pro-rata basis, such number of additional Class
A Subordinate-Voting Shares as is equal to the number of Class A Subordinate-Voting Shares
that were nod purchased pursuant to the Series B Share Purchase Warrants prior to the expiry
thereof.

GTL Securities will receive a commission equal 10 5% of the total proceeds received by
Ontco under the Privaie Placements in consideration of services rendered in connection
therewith. GTL Securities will also be entitled to receive, from time to time, a fee equal to
3% of the total proceeds received by Sino-Forest from the exercise of the Series A Share
Purchase Warmants.

The Amalgamation

Pursuant 10 the Amalgamation Agreement, Mt. Kearsarge and Ontco have agreed to
amalgamate and continue as one company under the name Sino-Forest Corporation. I
approved, the Amalgamation is expected 10 be completed on or about March 17, 1994,

Ontco was incorporated in 1993 and has not carried on any active business and has no
liabilitics. It is a condition of the Amalgamation that the Private Placements be completed.

On the Amalgamation, shareholders of Mt. Kearsarge will receive one Class A Subordinate-
Voling Share of Amalco for each 10 common shares of Mt. Kearsarge and sharcholders of
Omnico will receive onz Class A Subordinate-Voting Share of Amalco for each common share
of Omco. No fractional shares will be issued, instead all fractional shares will be rounded
up ¢ the next whole number. Also, the Series A Share Purchase Warrants to be issued
under the Private Placements will be exercisable into Subordinate-Voting Shares of Sino-
Forest, rather than common shares of Ontco.

Upon completion of the Amalgamation (and prior to the Acquisition), Amalco will have
15,800,000 Class A Subordinate-Voting Shares issved and outstanding as fully paid and non-

(iv)




.muhie. In addition, 11.900.000 Series A Share Purchase Warrants will be issued and
outstanding.

The Acquisition

Pursuant to the Acquisition Agreement, the shareholders of Sino-Wood have agreed to sell all
of the issved and outstanding common shares in the capital of Sino-Wood to Amalco at a
closing to be held on March 17, 1994. In consideration thereof, Sino-Forest will issue a
total of 16,200,000 Class A Subordinate- Vating Shares, 6,000,000 Series A Preference
Shares and 8,100,000 Series B Share Purchase Warranis. Following the Acquisition the
issued capital of Amalco shall consist of 32,000,000 Class A Subordinate-Voting Shares
(subject to rounding adjustments) and 6,000,000 Series A Preference Shares. In addition,
11,900,000 Series A Share Purchase Warrants and 8,100,000 Series B Share Purchase
Warrants will have been issued and will be outstanding.

The Series A Preference Shares are convertible into Class B Multiple-Voting Shares of Sino-
Forest at any time prior to March 31, 1996 on a share-for-share basis, provided that either
(i) the closing prices of the Subordinate-Voting Shares of Sino-Forest on the Canadian
Dealing Network {or if listed on a Canadian stock exchange, on that stock exchange) for 45
consecutive trading days have exceeded $1.67 per share, or $2.25 per share if and after at
least 50% of the Series A Share Purchase Warrants have been exercised or (ii) Sino-Forest
has reported net income after taxes of not less than $4,000,000 on its audited financial
statements for the year ending December 31, 1994, Afier March 31, 1996 the Series A

Preference Shares will be redeemable at the option of Sino-Forest at a price of $0.01 per
share.

The Series B Share Purchase Warrants will be non-transferable except to other Sellers or
companies controlled by Sellers. Each Series B Share Purchase Warrant will entitle the
registered holder thereof to purchase one Subordinate-Voting Share of Sino-Forest at a price
of $1.50 per share at any time on or before June 30, 1995.

Completion of the transactions provided for in the Acquisition Agreement is subject o a
number of conditions, including, the following:

{a)  completion of the Private Placements by Ontco;

{b)  completion of the Amalgamation; and

(¢}  all material approvals from relevant PRC govemnicnl authorities have been
obtained 1o (i) amend the joint venture documemts of the Joint Ventures to limit
the joint venture parties’ obligations thereunder in respect of capital

contribution and (ii) to postpone the deadline for making the balance of their
respective capital contributions to two years from the respective issuance dates

(v)




of the business licences. See "Sino-Wood Partners, Limited - "Description of .
Joimt Ventures".

Recommendation of the Board of Directors

mm&mmﬂm.xmmmmmhmdu
smwmwgmwmmrmﬁmmm
the Acquisition.
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MT. KEARSARGE MINERALS INC.
MANAGEMENT INFORMATION CIRCULAR

GENERAL PROXY MATERIAL

Solicitation of Proxies

THIS INFORMATION CIRCULAR IS FURNISHED IN CONNECTION WITH THE SOLICITATION BY
THE MANAGEMENT OF MT. KEARSARGE MINERALS INC. ("MT. KEARSARGE") OF PROXIES
TO BE USED AT THE ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS OF MT.
KEARSARGE TO BE HELD AT THE TIME AND PLACE AND FOR THE FURPOSES SET FORTH IN
THE ACCOMPANYING NOTICE OF MEETING. It is expected that the solicitation will be
primarily by mail but proxies may also be solicited personally by regular employees of Mit.
Kearsarge at nominal cost. The cost of solicitation by management will be borme directly by
M. Kearsarge.

Appointment and Revocation of Proxies

The persons named in the enclosed form of proxy are directors of Mi. Kearsarge. EACH
SHAREHOLDER IS ENTITLED TO APPOINT A PERSON TO REPRESENT HIM AT THE MEETING
OTHER THAN THE PERSONS NAMED IN THE FORM OF PROXY ENCLOSED. A SHAREHWOLDER
DESIRING WMIHTSDHEDMPEISI}H[\HIDMTIE#W]W
REPRESENT HIM AT THE MEETING MAY DO SO cither by insenting such person’s name in the
blank space provided in that form of proxy or by completing another proper form of proxy
and, in either case, depositing the completed proxy at the office of the transfer agent
indicated on the enclosed envelope not later than 48 hours (excluding Saturdays and holidays)
before the time of holding the meeting or with the chairman of the meeting on the date of the
meeling.

A proxy given pursuam 1o this solicitation may be revoked by instrument in writing,
including another proxy bearing a later date, execuied by the shareholder or by his attomey
authorized in writing, and deposiled cither at the registered offices of Mt. Kearsarge or the
offices of the transfer agent at any time up to and including the last business day preceding
the day of the meeting, or any adjournment thereof, at which the proxy is io be used, or with
the chairman of such meeting on the day of the meeting, or adjournment thereof, or in any
other manner permitted by law. A proxy may be revoked by the shareholder personaily
attending at the meeting and voting his shares.




Veting of Proxies

Shares represented by properly executed proxies in favour of persons designated in the
printed portion of the enclosed form of proxy WILL RE VOTED IN ACCORDANCE WITH THE
INSTRUCTIONS THEREON. IF NO CHOICE IS SPECIFIED, SUCH SHARES WILL BE VOTED FOR
EACH OF THE MATTERS REFERRED TO IN THE FORM OF FROXY.

The enclosed form of proxy confers discretionary authority upon the persons named therein
with respect t0 amendments or variations to matiers identified in the Notice of Meeting, or
other matters which may properly come before the meeting. As of the date hereof,
management of Mt. Kearsarge knows of no such amendments, variations or other matters to
come before the meeting. However, if any other matters which are not now known to
mamagement should properly come before the Meeting, the proxy will be voted on such
matiers in accordance with the best judgment of the named proxies.

Veting Shares and Principal Holders Thereaf

As of the date heroof, Mt. Kearsarge hal outstanding 30,000,000 common shares each
carrying the right to one vote per share. Any sharcholder regisiered on the books of Mt.
Kearsarge at the close of business on January 20, 1994 will be entitled to vote the shares
registered in his name in person or by proxy, unless such shares are transferred after such
date and the new owner establishes that he owns such shares and requests, not later than 48
hours prior o the meeting, the Secretary of Mt. Kearsarge or the transfer agent to include
his name in the list of charcholders entitled to vole at the Meeting, in which case the new
owner shall be entitled to vote such shares at the Meeting.

To the knowledge of the directors and senior officers of Mt. Kearsarge, no person or
company beneficially owns, directly or indirectly, or exercises control or direction over
shares carrying more than i0% of the voting rights attached to all outstanding voting
securities of Mt. Kearsarge except as indicaled below:

FPercentage of
Nami of Sharcholder Number of Shares Outstandiag Shares
Northern Star Reinsurance 20,000,000 shs 66.7%
Company Limited
GTL Investments Corporation 942,773 shs 21%
Total 20,542,773 shs 9.8%

These companies are affiliates of Messrs. Gomitzki, Thompson and Little, the disectors of
Mt. Kearsarge.




Election of Directors

Sharcholders will be requested to elect three directors. The persons named in the enclosed
form of proxy intend to vote for the election of the Nominees whose names are set forth
below, all of whom are now members of the Board of Directors and have been since the
dates indicated. Management does not contempiate that any of the Nominees will be unable
10 serve as a director. Each director elected will hold office until his successor is elected at
the next annual meeting of Mi. Kearsarge, or a1 any adjournment thereof, unless his office is
carlier vacaled under any of the relevant provisions of the charter documents of Mt.

Kearsarpe.

The following table states the names of the persons proposed to be nominated for election as
directors and information concerning them. Each of the persons named became directors of
Mt. Kearsarge on January 1, 1994.

Number of Common Shares

Name & Municipality Beneficially Owned or Over

{ Resid Office Held Which C | is Exercised
John Thompson(l),(2) President, Secretary & ()]
Etobicoke, Ontario Director
Jacob Gomitzki(l),(2) Director 3)
Toronto, Ontario
Paul F. Linle(1),(D Director 3

Toronto, Ontanio

in Member of Audit Commnttee.

i) Htmfhnm.ﬁummﬂm&mpmnphnfﬁurum.Thq-nlL-h.l-ﬁ_
banking group.

{1 Companics affiliabed with Mesars. Thompeon, Gommitzki sed Latle own aggregate 10,942 77} common
shares of Mr. Kearsarge represatmg 69 8% of the imswed common shares. See “Voting Shares and
Priacipal Holders Thereol™.

In the event that the sharcholders of Mi. Kearsarge approve the special resslution
regarding the amalgamation of Mi. Kearsarge and Outco, then, upon the Amelgamation
becoming efTective, the directors of the smalgamated corporation will be these sted
under “Sino-Forest-Directers and Officers”,




Statement of Executive Compensation

During the last completed financial year, Mt. Kearsarge had three executive officers. No
compensation, cash or otherwise, was paid 10 these executive officers by Mt. Kearsarge for
services rendered during the last completed financial year except for the payment of $22,000
in management fees paid to a company controlled by the former President of Mt. Kearsarge.

During the last completed financial year, the directors of Mt. Kearsarpe also received a total
of $1,000 as directors fees.

APPOINTMENT OF AUDITORS

The persons named in the accompanying form of proxy intend to vote for the appointment of
Emst & Young, Chartered Accountants, Toronto, Ontario as auditors of Mt. Kearsarge and
to authorize the directors to fix the remuneration of such auditors.

T.H. Bemhoitz and Co., Chartered Accountants, Toronto, Ontaric were the previou:
auditors of Mt. Kearsarge. See the Notice of Change of Auditors set out in Schedule J.

THE REORGANIZATION

Change of Coentro'

Effective January |, 1994, GTL Investments Corp. ("GTL Investments”) and a related
company, were issued for a 1otal of 20,742,773 common shares of Mi. Kearsarge in
consideration for the payment of $155,571 and purchased from third parties an additional
200,000 common shares so that they hold 69.8% of the issued and outstanding common
shares of Mt. Kearsarge. Sec "General Proxy Material-Voting Shares and Principal Holders
Thereof™ and "Mit. Kearsarge - Prior Sales”.

As pan of the change of control, the former directors and officers of Mi. Kearsarge resigned
and Jacob Gomitzki, John Thompson and Paul Little were appointed to the board of directors
and John Thompson was appointed Presidem and Secretary of Mi. Kearsarge.

Messrs. Gomiwzki, Thompson and Little are the directors, officers and sharcholders of GTL
Investments and are principals of Gomitzki, Thompson & Little, a Toronto based merchant
banking group. Gomitzki, Thompson & Little offers merchant banking services to owner
operated businesses wishing 10 access the public market for development capital.
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The new management of Mi. Kearsarge has examined various opportunities which involve
the acquisition of a new business by Mi. Kearsarge and has determined 10 proceed with a
reorganization (the "Reorganization™) as described herein. The goal has boen to seek a new
business which maximizes sharcholders’ value. [t has been determined that an investment in
the forestry industry in the Peoples’ Republic of China (the "PRC" or "China") through
Sino-Wood Partners, Limited ("Sino-Wood") would meet this goal. Sino-Wood has entered
into jcint mm::agrunmﬂswiﬁumin?lﬂmmﬁmm:nhlhhuﬂwh:h
Chinese foreign equity joint ventures in Guangdong and Jiangxi Provinces. These joint
ventures will principally engage in the production and sale of forestry products.

Summary of Reorganization
The Reorganization will involve the following three steps:

(1) lnthfﬂmﬂmmmm,mwmimmamw
{the “Private Placemenis”) basit 2 total of 12,790,000 common shares of
Dn:numdll.ﬂm,ﬂms:riuhsmmmhu‘lfmhmul;m
proceeds of $6,700,000. 'Ihpmnudsﬁfllnhivuenmuﬂwiﬂumd
mmmmmmmmwdsmwmmmmvmu
Agreements. See "Private Placements®.

(2) mmﬂgmhnism:samndstﬂpinﬂww. Mit. Kearsarge
and Ontco will amalgamate (the * Amalgamation”) and cONLNGE as One
corporation under the name Sino-Forest Corporation ("Sino-Forest™ or
" Amalco®). On the effective date of the Amalgamation:

0] shareholders of Mt. Kearsarge will reccive one Class A Subordinate-
Voting Shares of Sino-Forest in exchange for each 10 common shares
of Mi. Kearsarge then held. Fractional Shares will not be issued but
all sharcholdings in Mt. Kearsarge will be rounded up to the next
whole number;

(i)  shareholders of Ontco will receive one Class A Subordinate-Voting
Share of Sino-Forest for each common share of Ontco then held; and

(iti) holders of the Serics A Share Purchase Warrants issued by Omico will
be entitled to purchase thereunder Class A Suborndinate- Voting Shares
of Sino-Forest rather than common shares of Ontco.

Sec “The Amalgamation”.

(3) In the third step of the Reorganization, Sino-Forest will purchase all of the
iuﬂ;ﬂmmﬂiuﬂminmmkﬂﬂsmwﬂﬁ.hmm
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the issue to the shareholders of Sine-Wood of 16,200,000 Class A Subordinate
Voting Shares, 6,000,000 Series A Preference Shares and 8,100,000 Series B
Share Purchase Warrants. See “The Acquisition™ and "Description of Sino-
Wood Partners, Limited”.

Upon completion of the Reorganization:

(a) sharcholders of Mi. Kearsarge, il none dissent, will receive 3,000,000 Class A
Subordinate-Voling Shares of Sino-Forest, subject to adjustiment for fractional
shares (representing approximately 9.4% of the number of Class A
Subordinate-Voting Shares to be outstanding);

(b}  sharcholders of Ontco will receive 12,800,000 Class A Subordinate-Voting
Shares of Sino-Forest (representing 40.0% of the number of Class A
Subordinate-Voting Shares to be outstanding) and 11,900,000 Series A Share
Purchase Warrants;

{c)  shareholders of Sino-Wood will receive 6,000,000 Series A Preference Shares,
16,200,000 Class A Subordinate-Voting Shares (representing approximately
50.6% of number of Class A Subordinate-Voting Shares 10 be outstanding) and
8,100,000 Series B Share Purchase Warrants; and

(d)  Smo-Wood will become a wholly-owned subsidiary of Sino-Forest.

Votes Reguired

The Special Resolution approving Amalgamation, Lo be passed, must obtain the affimative
vole of at Jeast 66 2/3% of the votes cast at the Meeting and the Resolution approving the

Acguisition Agreement, 1o be passed, must obtain the affirmative vole of a majority of the
votes cast at the Meeting.

Interest of Management

Messrs. John Thompson, Jacob Gomitzki and Pau! Little, directors and/or officers of

Mi. Kearsarge will have interests in cenain agreements and transactions o be completed in
comnection with the Reorganization. They, or companics associated or affiliated with them,
will participate in the Private Placements by Ontco, both as underwriter and ds purchasers.
CanAsia Partners Limited ("CanAsia®) of Hong Kong, an affiliate of Messrs. Thompson,
Gomitzki and Little. will be appointed co-fiscal agent of Sino-Forest under the Fiscal Agency
Agreement and a consultam of Sino-Forest under the Investors’ Relations Agreement,
referred to under °Sino-Forest - Fiscal Agency Agreement and Investors’ Relations
Agreement™. In addition CanAsia will receive an option to purchase 600,000 Series A
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Preference Shares from the existing shareholders of Sino-Wood under the Option Agreement
referred to under “The Acquisition - Option Agreemem”.

Recommendation by the Board of Directors

The Board of Directors of Mt. Kearsarge has concluded that ithe Amaigamation and the
Acquisition are in the best interests of the Sharehalders and are fair to Sharcholders
from a financial point of view and recommends that Sharcholders vote for the Special
Resolutions approving the Amaigamation Agreement and the Resolutien appreving the
Acquisition Agreement.

THE PRIVATE PLACEMENTS

General

Ontco was incorporated under the laws of Ontario by anicles of incorporation filed on April
30, 1993. The sole sharcholder of Ontco is William Burton of Toromto, Ontario. On
February 11, 1994, Ontco issued ‘o Mr. Burton 10,000 common shares for $1,000.

Although Onico has not previously carried on business, it has entered into the GTL
Underwritirg Agreement which provides for the issue under two separate private placements
of a 1otal of 12,790,000 common shares of Onico and 11,900,000 Series A Share Purchase
Wamants for total proceeds of $6,700,000. Onico has no liabilities.

GTL Underwriting Agreement

Pursuamt to an underwriting agreement (the *GTL Underwriting Agreement™) dated
February 11, 1994 between Ontco and GTL Securities Inc. ("GTL Securities™), Ontco has
agreed 10 sell and GTL Securitics has agreed to purchase in two separate private placements
(the "Private Placemenis™) an aggregate of 12,790,000 common shares of Ontco and
11,900,000 Series A Share Purchase Warrants for total proceeds of $6,700,000 &t a closing
10 be held on or before March 11, 1994 or such other date as may be agreed upon by Ontco
and GTL Securities.

The obligation of GTL Securities under the GTL Underwriting Agreement may be terminated
al its discretion on the basis of its assessment of the state of the financial markets and may be
terminated upon the occurrence of cerain stated events.  Pursuant to the GTL Underwriting
Agreeient, GTL Securitics is obligated to take up and pay for all of the securities of Omco
under the Private Placements if any of such securities are not purchased by outside investors.




Ontco has agreed 1o pay to GTL Securities at closing a tolal fee equal to $335,000, being 5%
of the total proceeds to be received by Ontco for its services performed under the Private
Placements and any oul of pocket cost incurred in connection with the Private Placements.
In addition, Ontco has agreed to pay to GTL Securitics a fee of 3% of the gross proceeds
received by Sino-Forest from the exercise of the Series A Share Purchase Warrants.

The net procesads to be received by Ontco from the Private Placements will amount 1o
$6,335,000 after payment of foes payable to GTL Securities and expenses of the issue
estimated at $30,000. Such proceeds will be advanced to Sino-Wood following the
Acquisition and will be used to fund the initial investment in the amount of US$3.96 million
(approximately $5,240,000) in the six Joint Ventures.

it is a condition of the Amalgamation and the Acguisition that the Private Placements be
successfully compieted.

Description of Series A Warrants

Each Series A Share Purchase Warmmant will initially entitle the registered holder thereof to
purchase one common share of Ontco (and immediately following the Amalgamation, one
Class A Subordinate-Voting Share of Amalco) at a price of $1.50 per share at any time afier
the earlier of (i) the conversion of all Series A Preference Shares controlled by the Sellers;
and (ii) June 30, 1995 and on or before August 31, 1995. The Series A Share Purchase
Warranis will be non-transferable prior to July 1, 1995 and transferable thereafier. In the
everdl that the Series B Share Purchase Warrants (to be issved in connection with the
Acquisition) are not fully exercised on or before their expiry date of June 30, 1995, holders
of Series A Share Purchase Warrants shall be entitled (o purchase on a pro-rata basis such
number of additional Class A Subordinate-Voting Shares as is equal to number Class A
Subordinate-Voting Shares that were not purchased by the Series B Share Purchase Warmants
prior (o the expiry thereof.

Capitalization of Ontco
The following table sets out the capitatization of Ontco as at February 11, 1994 and the pro

forma capitalization as at that date afier giving effect to the issue of 12,790,000 common
shares pursuant to the GTL Underwriting Agreemen.




Pre Forme Amsust
Designation of Asount Duisisnding sutstamiing o i
Secwrity Asthorived ot Echruary 11, 1994 Eshrmary 11, (999 (1}
Commeon Shares unlimted 10,000 shs. 12,800,000 she.
(%1 .000) {58, 700,000)

(1) Gives #fTect 10 the wsue of 11,790,000 common shares pursasat 1o the Private Placements.

THE AMALGAMATION

Summary of the Amalgamation Agreement

The following description of the Amalgamation Agreement is qualified in its eatirety by
reference to the full texi of the Amalgamation Agreement which is attached hereto as
Schedule E.

The Amalgamalion Agreement provides thal, subject 1o the satisfaction of cenain conditions,
including approval of the Amalgamation by the sharcholders of Mi. Kearsarge and of Ontco,
Mt. Kearsarge and Onico will amalgamate and continue as one corporation purseant (o the
Business Corporations Act, Ontario (the "OBCA") (o be known as Sino-Forest Corporation
("Amalco® or "Sino-Forest™).

The Amalgamation Agreement also provides that:

{a)  the issued and outstanding common shares without par value in the capital of
Mi. Kearsarge shall be converted imto issued and fully paid Class A
Subordinate-Voting Shares without par value in the capital of Sino-Forest on
the basis of onc Class A Subordinate-Voting Share of Sino-Forest for each 10
common shares of Mt. Kearsarge. Fractional Class A Subordinate-Voting
Shares of Sino-Forest will not be issued. A holder of common shares of
Mt. Kearsarge who would otherwise be entitled 10 receive a fraction of a
Class A Subordinate-Voting Share shall be issued a whole Class A
Subordinate-Voting Shar of Sino-Forest.

(b)  the issued and outstanding common shares without par value in the capital of
Onico shall be converied into issued and fully paid Class A Subordinate- Voting
Shares without par value in capital of Sino-Forest on the basis of one Class A
Subordinate-Voting Share of Sino-Forest for cach one commoa share of Ownico;
and
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the outstanding Class A Share Purchase Warrants of Onico will be convertible
into Class A Subordinate-Voting Shares of Sino-Forest (in lieu of one common
share of Ontco) on the same terms and conditions as set out therein.

The following is a summary of other material provisions of the Amalgamation Agreement:

(1)

()

{c)

(d)

fe)

the address of the registered office of Sino-Forest shall be Suite 2004, Sun
Life Cemre, West Tower, 200 King Street West, Toronto, Ontario or at such
other place in Toronto as may be determined by the directors;

the authorized capital of Sino-Forest shall consist of:
{i) an unlimited number of Class A Subondinale-Voting Shares;
(i} 6,000,000 Class B Multiple-Voting Shares; and

{(iii)  an unlimited number of Preference Shares, issuable in series, the first
serics theroof shall consist of 6,000,000 Series A Preference Shares;

See "Description of Share Capital of Sino-Forest” for a description of the
rights, restriction and conditions attaching to the Class A Subordinate-Voting
Shares, the Class B Multiple-Voting Shares, the Preference Shares as a class
and the Senes A Preference Shares;

the number of directors of Sino-Forest shall be a minimum of three (3) and a
maximum of ten (10), provided that the directors will be empowered to
detcrmine by resolution the number of directors of Sino-Forest from time to
time and the number of directors to be elected at each annual meeting of
sharcholders. The board of directors of Sino-Forest shall initially be fixed at
five (5) directors, unless otherwise changed by the directors, and the first
directors of Amalco shall be the persons set forth under “Sino-Forest -
Direciors and Officers”;

the holders of shares of any class or series of Sino-Forest shall not be entitied
to dissent and shall not be cntitled to vole scparately as a class or series upon a
proposal 10 amend the Anicles of Sino-Forest 10 effect an exchange,
reclassification or cancellation of shares of such class or series thereof or to

create a new class or series of shares equal or superior to the shares of such
class or series;

the directors of either Ontco or Mt. Kearsarpe are asthorized o lerminate the
Amalgamation Agreement al any lime prior (o Lhe endorsement by the Director
appointed under the OBCA of a cenificate of anicles of Amalgamation in
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respect of the Amalgamation Agreement without the further approval of the
shareholders of Ontco or Mi. Kearsarge; and

(f)  the by-laws of Onico shall be the by-laws of Sino-Forest.

mitlndtnvntcmpamt:lynnchssorurhnpm:mnlh:mﬂth:ﬂkhmm
an exchange, reclassification or cancellation of shares of such class or series of o create a
ncwchnur&eﬁnﬂfshlmequdurmﬁmmmmnimchchumsen'ﬂ. The
mam;cnwmﬂhﬂ.ﬂmmdﬂﬂmhwemmwﬂm:mﬁimmmmm
10 dissent and class vote will provide Sino-Forest with flexibility in future capital and
corporate restructuring and will, therefore, be in the best interests of Sino-Forest.

If the shareholders approve the Amalgamation, subject (o the satisfaction of other conditions,
articles of amalgamation will be filed with the Director under the OBCA. The OBCA
provides thai, upon receipt of such articles, the Director shall issue a certificate of
amalgamation and the Amalgamation becomes effective on the date shown in such certificate.

Description of Share Capital of Sino-Forest

The authorized capital of Sino-Forest shall consist of: (i) an unlimited number of Class A
Subordinate-Voting Shares; (ii) 6,000,000 Class B Multiple-Voting Shares; and (iii) an
unlimited number of Preference Shares, issuable in series, the first series thereof shall consist
of 6.000,000 Series A Preference Sharcs. The description of these shares are sei out below.

Description of Class A Subordinate-Voting Shares and Class B Multiple-Veting Shares

The following is a summary of the rights, privileges, restrictions and conditions attaching; to
the Class A Subordinate-Voting Shares and the Class B Multiple-Voting Shares of Sino-
Forest:

Rank. Except with respect to voting, dividends and the rights of conversion
described below, each Class A Subordinate-Voting Share and each Class B Muitiple-Voting
Shares has the same rights and is equal ia all respects.

Voting. The holders of Class A Subordinate-Voting Shares and Class B
Multiple-Voting Shares are entitled lo receive notice of and to attend meetings of
shareholders of Amalco (other than sepantemiagsnfﬂuhl&nufﬂnmufuyuhﬂ
class required by regulatory requirements). Al such meetings, each holder of Class B
Multiple-Voting Shares will be entitled 10 five (S) votes per share and each holder of Class A
Subordinate-Voting Shares will be entitled to one (1) vote per share.
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Dividends. The Class A Subordinate-Voting Shares rank in priority to the
Class B Multiple-Voting Shares as to the payment of dividends. No dividends may be
declared or paid on the Class B Multiple-Voting Shares in any fiscal year unless in the same
fiscal year dividends in an amount per share at least equal to the amount of dividends per
share proposed to be declared or paid on outstanding Class B Multiple-Voting Shares have
been declared or paid on the Class A Subordinate-Voting Shares.

Coaversion of Class B MuMiple-Voting Shares into Class A Subordinate-
Voting Shares. Each holder of Class B Multiple-Voting Sharcs shall be entitled at any time
and from time to time (o have all or any pant of the Class B Multiple-Voting Shares held
converted into Class A Subordinate-Voting Shares on a share-for-share basis. This
conversion right shall be exercised by notice in writing 10 the transfer agent at its principal
office in Toronto accompanied by the certificate(s) representing the Class B Muhiple-Voting
Shares in respect of which such right is exercised.

Take-over Bid Protection. The holders of the Class A Subordinate-Voting
Shares are provided with certain rights relating to take-over bids. The Articles of Amalco
will incorporate the terms of an agreement (the "Coattail Agreement™) to be entered into
among Amalco, the R-M Trust Company and the holders of the Class B Multiple-Voting
Shares. Under the terms of the Coattail Agreement, if a beneficial owner of Class B
Mutltipte-Voting Shares transfers any of such shares to a purchaser who has made an offer
for all the outstanding Class B Multiple-Voting Shares and who has not made an identical
offer for all or substantially all of the Class A Subordinate-Voting Shares or transfers
Class B Multiple-Voting Shares to a purchaser who is nol otherwise a permitied transferee
under the Coattail Agreement, then all of the Class B Multiple-Voting Shares so transferred
shall, after notice is sent by the Trusiee to the holders thereof, automatically be converted
into Class A Subordinate-Voling Shares. The Coattail Agreement does not restrict the ability
of the beneficial holder of the Class B Multiple- Voting Shares to convert any of the Class B
Multiple-Voting Shares into Class A Subordinate-Voting Shares or, subject to compliance
with applicable securities laws, to subsequently transfer such Class A Subordinate-Voling
Shares to third partics. A permitted transferee includes a person who at the time of transfer
holds Class B Multiple-Voting Shares or a corporation which is wholly owned directly or
indirectly, by a person who at the ume of the transfer holds Class B Multiple-Voting Shares.

Dissolution. Upon the liquidation or dissolution of Amalco or any other
distribution of its assets among its sharcholders for the purpose of winding-up its affairs, the
assets of Amalco available for payment or distribution, afier giving effect 1o the preference
of the holders of Preference Shares, shall be paid or distributed to the holders of Class A
Subordinate-Voting Shares and the holders of Class B Multiple-Voting Shares in equal
amounts per share without preference or distinction.



- 13 -

Subdivisions, Consolidations and Other Changes. In the event of (i) any
subdivision, consolidation, reclassification or other change in the Class A Subondinate-Voting
Shares or the Class B Multiple-Voting Shares, or (ii) any reorganization of the share capital
of Sino-Forest affecting the Class A Subordinate-Voting Shares or the Class B Muttiple-
Voting Shares, or (iii) any amalgamation of the Company with another COMpary, appropriate
adjusiments shall be made to the dividend rights, the voling rights, the dissolution rights and
the conversion rights artaching to the Class A Subordinate-Voting Shares and the Class B
Multiple-Voting Shares so as 1o preserve their respective rights inter se in all respects.

Preference Shares

The Preference Shares may from time 1o time be issued in one or more serics, cach series of
which shall have the designations, rights, privileges, restrictions and conditions fixed by the
directors. The Preference Shares of each scries shall rank on a parity with the Preference
Shares of cvery other series with respect 1o priority in payment of dividends and return of
capital in the cvent of the liquidation, dissolution or winding-up of Sino-Forest and have a
preference over the Class A Subordinate-Voting Shares, the Class B Multiple-Voting Sharcs
and any other shares of Sino-Fored ranking junior to the Preference Shares.

Series A Preference Shares

Voling. Exccpt as otherwise requined by the OBCA, the holders of the Series
A Preference Shares shall not be entitled to receive notice of or 10 atend any meetings of
sharcholders of Sino-Forest or 1o vote at any such meeting .

Dividends The holders of Serics A Preference Shares shall not be entitled 1o
receve any dividends.

Distribution of Assets on Liguidation. In the event Sino-Forest shall be
liquidated. dissolved or wound up, whether volunary or involuntary, the holders of
the Series A Preference Shares shall be entitled to receive out of the assets of Sino-Forest
available for distribution to sharcholders, an amoumt equal (o the Redemption Price (as
hereinafler defined) of their shares, the whole being paid before any amount is paid or any
assets of Sino-Forest are distributed to the holders of any Class B Multiple-Voting Shares,
Class A Subordinate-Voting Shares or any shares of any other class ranking junior 1o the
Serics A Preference Shares. Upon payment 1o the holders of the Serics A Preference Shares
of the amount so payable 10 them, they shall not be entitled to share in any further
distribution of assets of Sino-Forest.

Redemption. Subject to the OBCA, Sino-Forest may ai any time after
March 31, 1996 redeem the whole, bul not pan of, the issued Series A Preference Shares on
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payment for each share 10 be redeemed of an amount equal to $0.01 per share (in lawful
money of Canada) (the "Redemption Price™).

Unless all the holders of the Series A Preference Shares (1o be redeemed have waived notice
of such redemption, Sino-Forest shall give not less than 30 days’ notice in writing of the
redemplion, specifying the date and place of redemption. If this notice is given or waived,
and the Redemption Price is paid to such holders, or is deposited with any chanered bank or
trust company in Canada, as specified in the notice, on or before the date fixed for
mdempuon the holders of the shares to be redeemed shall from then on have no rights
against Sino-Forest in respect of thuse shares except to receive payment of the Redemption
Price. Any Series A Preference Shares redeemed shall be cancelled and will not be reissued,
sold or transferred.

Conversion Rights. Each holder of & Serics A Preference Share shall be
entitled at any time and from time to time prior to March 31, 1996 to have all or any pant of
the Series A Preference Shares held converted into fully paid and non-assessable Class B
Multiple-Voting Shares upon the hasis of one (1) Class B Multiple-Voting Share for each
Series A Preference Share in respect of which the conversion right is exercised, provided that
such conversion rights shall be conditional upon and shall not come into effect unless:

(a) the closing price of the Class A Subordinate- Voting Shares on the Canadian
Dealing Network the ("CDN"™) (or if such shares are listed on a stock
exchange in Canada, on such stock exchange) for foriy-five (43) consecutive
trading days (i) shall have exceeded $1.67 per share; or (ii) in the event that
on the date the notice of conversion is given an aggregate of 30% or more of
the Series A Share Purchase Warrants of Sino-Forest shall have boen validly
exercised, shall have exceeded $2.25 per share; or

(h)  Sino-Forest has reported net income afler taxes of not less than 54,000,000 on
the audited financial statements of Sino-Forest for the year ended
December 3, 1994

For the purpose of determining the closing price of the Class A Subordinate-Voting Shares
on any day on which no Class A Subordinaie-Voting Shares have traded, the closing prces
shall be deemed 1o be the average of the bid and ask prices at the end of such day on the
CDN or such other stock exchange.

Subject to the foregoing, the conversion privilege herein provided for may be exercisad by
notice in writing given o a transfer agent of Sino-Forest accompanicd by the certificate or
cenificates representing the Series A Preference Shares in respect of which the holder desires
10 exercise such nght of conversion and such notice shall be signed by the person registered
on the books of Sino-Forest as the holder of Series A Prefercace Shares in respect of which
such right is being exercised or by his duly authorized attorney and shall specify the number
of Scries A Prefercnce Shares which the holder desires to have converted. The holder shalt
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In the cvent the Series A Preference Shares and/or the Class B Muhiple- Voting Shares arc
ummﬁvm,mw,M{ﬂmfmthmufhﬁuh
Preference Shares into Class B Mukltiple-Voting Shnmspumntmmwh{v]hcmnm
mhqdfm:pﬂrmhmmmh&rofﬂumhﬂummmm.we
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of the holder of the shares of each of the said classes.

Varistion of Righs. The bolders of the Series A Preference Shares shall not
hemilhﬂlmmsqnmﬂyulchumuﬁuupouupmpoulmmudtbemi:h::

(1) 10 increase or decrease any maximum number of authorized shares of such
class or series Or inCTEase any maximum number of authorized shares of any
other class or series having ﬁgmsmwmmﬂmmmmm
of such class or series; or

(2) mcrmenmwchnmmﬁ:snfatmmoqualmsup:ﬁmmﬂ:mmufmh
class or series.

Directors and Officers of Sine-Forest

The table presented below provides the names of and related information concerning the
directors and officers of Sino-Forcst.

Number of Shares Benaficially
Owned or Over Which Contrel s

Exsrciand
Class A Sovies A

Name and Suberdiaate-  Preference
Municigality of Residoncr Office Held Votigg Shere Sheres
Tak Yuen Chan Chairman, Chiel Exscutive (n (1}
Hong Kong Officer & Director

Kl Kit Poon President & Director (2) {2y
Hong Kong
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John Thampsan Secretary & Ddirector )] (3}
‘Toroata, Ontario

Edmund Mak Director nil ml
Vancouver, British Columbia

James Framcis O'Donnell Direstor mil mil

Toromnto, Oniario

(13 M. Tak Yuen Chan and Ms. Wai Ling Chan ere directors of ADS Holdings {BY]) Limited w hich apon
completion of the Acquisition will own 6,075,000 Class A Sebordinste-Voting Shares, 1,250,000 Series A
Preference Shares and 3,037,500 Series B Share Purchase Warrsats. ADS Hoildings (BVT) Limited s
owned by three family trusts unde; which family memsbers and sssociaies of Mr. Tok Yuen Chas s Ms.
Wai Ling Chan are beseficiarien.

(2) Kai Kit Poon beneficially owas all of the issuad and cutstanding shuses of Natural Forest Limited which:
upon completion of the Acquisition, will bold 5,075,000 Class A Subordissie-Voting Shares, 2,250,000
Series A Preference Shares and 3 037 300 Series B Share Purchass Warrasis,

(3) Companies affilisted with Messrs. Thompwon and Little, will own 2,094,278 Class A Subordinste-Yoting
Shares and will bave a0 option to purchase 600,000 Series A Preference Shares from the former
shareholders of Sino-Wood and sre expected to purchase of lesst 1,790,000 Class A Subordinate-Voting
Shares and 900,000 Series A Share Purchese Warrants under the Private Placements.

Tak Yuen Chan, aged 42, is the Chairman of the Board of Directors and Chief Executive
Officer of Sino-Wood. He has over [0 years of experience in structuring joint ventures in
the PRC in the following industries: hotel, health care, oil and gas, real estate, restauramt and
gament manufacturing. He served as a scnior economic advisor to the Ministry of Forcign
Economic Relations and Trade, PRC (now known as the Ministry of Foreign Trade and
Economic Co-operation) from 1986-1988 for its investment banking activities. He graduciod
from Hong Kong Baptist College.

Kai Kit Poon, aged 53, is the President of Sino-Wood and a Direcior. He has over 31 yeans
of experience in the PRC forestry indusiry. From 1962 1o 1979, he was employed as a
scaling engineer by Guangdong Forestry Bureau. From 1979, he was engaged in the trding
and manufacture of forest products in the PRC and Hong Kong. Mr. Pooa graduated from
Guangzhou Chungnam Foresiry University, Guangdong, PRC in 1962,

John Thompson is a principa! of Gomatzki, Thompson & Linle, 3 merchant banking group.

Mr. Mak has twenty years of busincss and management experieace with large multi astional
and small local companics in a vanety of industries: manufacturing, servicing,
Iransportation, construction, oil and gas, and fabric. He is currently cagaged i the real
estate industry in Vancouver. He is a graduate of the University of Toronto with an MBA
degree.
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Mr. O'Donnell is President of O'Donnell Capital Corp. and Chairman of O'Donnell
Management (fund manager). Prior to May, 1993, Mr. O’ Donnell was President of
Mackenzie Financial Corp. (mutual fund dealer).

Pro Forma Consclidated Balance Shest

Amhdmﬁnumwﬁhiwfmmm!muhmdwofﬁm—misu
December 31, 1993.

Pro Ferma Capitalizstien of Sino-Forest

The following table sets out the pro-forma capitalizabon of Sino-Forest after giving cffect o
the matters described in note (1) to the table:

Pro-Forma (1)

Desiguation of Securities Awtheorized Quisgtanding
Preference Shares, unlimited nil

issuable in scries
Series A Preference 6,000,000 shs 6,000,000 shs

Shares ($3,600,000)
Class A Subordinate- unhmited 32,000,000 shs (2)(3)

Voling Shares ($15.179,838)
Class B Multiple-Voting 6,000,000 shs nil

Shares

ihy Gaves effect te (i) the s of 11,790,000 common shares of Opico ondes the Pnvete Placomests, (i4) thwe
Amaigamation; sad (1} lhw issue of 16,200,000 Class A Subordnste-Volmg Shares aad 6,000,000 Series A
Preference Shares under (he Acquinilon.

23 An addmonal 20,000,000 Class A Subordinaie-Voting Shares of Sino-Forest will be subject to issue upoa
exercise of Series A Share Purchae meﬂ&mﬁshuuhmi‘m meued in conpection
with the Private Placesenty and the Acquisition.

(3.1 5uhp:ltn.d,;u-:ul‘mm-hlwnfhlnwhmudmhﬂ-nm’m-lhuwﬂm.

Kenrsarge.




Fiscal Agency Agreement

At the closing of the Acquisition, Sino-Forest will enter ino an agreement (the "Fiscal
Agency Agreement”) with CanAsia and Mackreath & Allen Partners Limited (collectively,
the " Advisors®) under which the Advisors will be appointed exclusive co-fiscal agents for
Sino-Wood for a term of 12 months to be renewed at omatically for further 12 months terms
unless either of the Advisors or Sino-Forest elects to cance] the agreement by providing on
90 days’ written notice.

During the term of the Fiscal Agency Agreement the Advisors will provide financial advice
o Sino-Forest with respect 10 debt and oquity financings, corporale transactions and
acquisitions. Also, the Advisors will have the right to act as exclusive fiscal agents of Sino-
Forest in connection with any financing, merger or acquisition transaction contemplsted by
Sino-Forest. Genenally, the Advisors will be entitled to fees in respect of financing, merger
or acquisition transactions that are customary in the financial services indusiry.

The Advisors will comribute equally in providing the services to Sino-Forest required under
the Fiscal Agency Agreement and (o share all fees eamed thereunder on a 50/50 basis.

Investors’ Relations Agreement

Al the closing of the Acquisition, Sino-Forest will enter into an agreement (the "Investorns’
Relations Agreement™) under which CanAsia will be appuinted as coasultant to Sino-Forest
for a term of 12 months to be renewed automatically for further 12 month terms unless cither
pany elects ‘o cance! this agreement by providing 90 days’ wrilten notice.

During the term thereof, CanAsia will provide invesior relstions and relatod consulting
advice 1o Sino-Forest. CanAsia will assist Sino-Forest in handling communications with the
invesiment community.

For ils services to be provided thereunder, CanAsia will be provided a fee of $5,000 per
month.

MT. KEARSARGE MINERALS INC.

History

Mt. Kearsarge was incorporated under the laws of Ontario by letters patent dated October
12, 1927, under the name, Rhyolite-Rouyn Mines, Limited. By anticles of revival dated
March 21, 1985, Mi. Kearsarge was revived. By anicles of amendment datod July 31,
1985, the Company’'s name was changed to Deerfoot Resources Inc. By anicles of
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amendment dated December 14, 1989, Mi. Kearsarge's name was changed to Geneva Lake
Minerals Corporation. By anticles of amendment dated june 17, 1992, Mt. Kearsarge
changed its name to its current form of name, "ML Kearsarge Minerals Inc.”.

The registered and principal office of Mi. Kearsarge is located at Suitc 2004, 200 King Street
West, Toromo, Ontanio, MSH 3T4.

Business of Mt. Kearsarge

M. Kearsarge is a resource company previously involved in the exploration of minerals.
The mining propertics of Mt. Kearsarge consist of 100% interest in the mineral rights in 22
patented mining claims located in Hess Township, Ontario and a 100% interest in 25
unpaiented mining claims located in Blakelock Township, Ontario. These asscts have been
assipned a nominal value.

Although the properties may have some merit as a gold exploration opportunity, there is
presently no imerest by financiers or polential joint venture panners. Accondingly, there are
no foreseeable prospects of financing funther cxploration on these properties. I the
Reorganization is approved, Mi. Kearsarpe may scil its interest in its mineral propertics.

Management's Discussion and Analysis of Financial Condition and Results of Operations

The following is a discussion of the financial condition and results of operations of Mt.
Kcarsarge from January 1, 1992, to the date of this Information Circular. Audited financial
satements of Mt. Kearsarge for the twelve months ended December 3, 1993 and 1992,

together with the reports of the auditors thereon, arc attached 1o this Proxy Circular as
Schedule A

Mi. Kcarsarge has not engaged in any material operational activities over the past year, other
than the administration of its mineral interests. Mt Kearsarge's efforts 1o secure a joint
venture on the M1, Kearsarge gold property in Inyou County, Califomia were abandoned,
and associated advances of $16,075 were written-off. The former management of M.
Kearsarge has completed a critical review of its Hess Township and Blakclock Township
mineral properties and has writicn them down 10 2 value of $2.00.

The operating losses which Mi. Kearsarge has incurred in prior years relate to mineral
propenty writedowns, and administrative and general expenses.




Share and Loan Capital

Ouistanding as ai
Designation Number Decomber 31, 1993
of Securities Authorized and the date hereef
Common Shares unlimited 30,000,000 shs.

($1,999 338)

As December 31, 1993, Mt. Kearsarge had no significant debt and a deficit of $1,823,500.

Public Market

M. Kearsarge is a reporting issuer in Ontario, and trading in its common shares is quoted on
the Canadian Dealing Network, Toronto, Omtario, under the trading symbol, "MEKMN". The
common shares of Mi. Kearsarge have not traded in the pasi year except for the following
trades:

Date of Trade Hish Law Chass Vabume
Iatuary, 1991 A 10 .10 00
February, 1993 10 10 10 1,700
March, 1993 i {1] 10 10 2,500
April, 1993 A0 .10 o &,000
May, 1991 10 10 .10 T.000
June, 1991 ) 1) .10 2, N0
huiy, 1991 .10 10 .10 1,500
September, 199 A0 10 .10 3,000
October, 1993 05 .08 .05 5,000
December 1993 B[] 10 .10 7,000

Trading of the common shares of Mi. Kearsarge has been halied on the Canadian Dealing
Network in accordance with its policies until the Annual and Special Meeting.

Prior Sales

20,742,773 common shares were issued on December 31, 1993 by the previous directors of
Mi. Kearsarge to affiliates of the current directors of Mi. Kearsarge for the purpose of
providing Mt. Kearsarge with working capital. Except as aforementioned, no other common
shares have been issued by Mt. Keararge within the past 12 months.




Escrowed Shares

No securitics of Mi. Kearsarge are subject 1o escrow or similar restrictions, other than
750,000 common shares subject (o escrow pursuant 1o an escrow agreement dated January 2,
1990, among Mt. Kearsarge, The R-M Trust Company and Bruce M. Young, the former
President.  Application has been made to release all of these shares from escrow.

Transfer Agent and Registrar

The transfer agent and registrar for Mt. Kearsarpe is The R-M Trust Company, 193
University Ave., 5th Floor, Toronto, Ontario, M5G 1E6. The transfer fee for transfers of
common shares is $3.00 per centificaie.

THE ACQUISITION
General

Under the Acquisition Agreement the shareholders of Sino-Wood (the "Sellers®) have agreed
to sell to Sino-Forest all of the issued and outstanding shares of Sino-Wood in consideration
for the issue 1o the Sellers of 16,200,000 Class A Subordinate-Voting Shares, 6,000,000
Scnes A Preference Shares and 8,100,000 Class B Share Purchase Warvants at a closing to
be held on March 17, 1994, The transactions provided for in the Acquisition Agreement are
subject to the conditions set out therein, including the completion of the Private Placements
by Omico. the approval by sharcholders of Mt. Kearsarge and Onico of the Amalgamation
Agrcement and the Acquisition Agreement and obtaining approval of PRC governmental
authorities of cenain amendments to the Joim Vemture Documents (See “Sino-Wood Partners,
Limited - Description of Joint Ventures®).

Under the Acquisition Agreement the parties thereto have agreed that for as long as CanAsia
and/or associales and affiliates of CanAsia collectively own more than 5% of the Class A
Subordinate-Voting Shares of Sino-Forest, they will use their respective reasonsble best
cifons to cause a board of directors of Sino-Forest to be composed of at least five members,
of which (1) two or more will be nominees of the holders of the Series A Preference Shares
and/or Class B Multiple- Voting Shares, (ii) one will be a nomines of CanAsia who will also
serve as chairman of the audit committee and (iii) at least one additional nominee of
management who will be a person who is independent of management.

Escrow Agreesnent

The 16,200,000 Class A Subordinate-Voting Shares and the 6,000,000 Scries A Preference
shares of Sino-Forest 10 be issued 10 the Sellers under the AcQuisition Agreement, will be
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deposited with Equitv Transfer Services Inc., as escrow agent, pursuant 1o the terms (0 an
escrow agreement (the "Escrow Agreement”) 1o be execuled at closing.

Under the Escrow Agreement, 20% of the shares deposited hercunder shall be released from
the terms of this escrow automatically on each of the first five anniversary dates of the
closing of the Acquisition.

Option Agreement

Al the closing of the Acquisition, the Sellers, CanAsia, Bquity Transfer Services Inc. and
Sino-Forest will enter into an - _ecment (the "Option Agreement”) under which the Sellers
will gram to CanAsia an option to buy 600,000 Scries A Preference Shares (the "Optioned
Shares®) for a period from the date of the Option Agreement until March 31, 1996 for a 10tal
price of $100. The Optioned Shares will be subject to the Bscrow Agreement.

DESCRIPTION OF SINO-WOOD PARTNERS, LIMITED

The information under this section has becn provided to Mt. Kearsarge by Sino-Wood
Partners, Limited for inclusion in this Proxy Circular.

THE PRC FORESTRY INDUSTRY

The following description of the PRC Forestry industry was prepared, without independant
verification, by a general review of various published materials dealing with the forestry
industry in the PRC.

Forest Respurces

As a result of a lack of planned forestation, coupled with population growth, forest resources
in China declined 10 a low level in 1949, By 1949, it was estimated that forest land in China
declined 1o less than 100 million hectares and constituted less than 10% of total land area of
China.

Since 1949, the PRC govemment cmbarked on massive plantation programs by mobilizing its
targe rural population. In 1989, forest land in the PRC comprised about 128 million
hectares, which ranked sixth in the world. By 1991, forest land in the PRC had increased to
about 13% of wotal land arca of the PRC but, as shown below, forest cover of the PRC was
still among the world's lowest in 1991,
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World Forest in 1991

Foresl Area
(Million horiares)

CIs 740
Brazil 518
Canade 2064
Us 224
Zaire 178
China 22
Indoseyn 119
Paru Er
Angola LE

~Colymbis_ -2

Source: Chins Forestry Yearbook 1990

Forests in the PRC are located primarily in three regions: northcastem, southwestern and
<outhern China. Natural forests are found mostly in northeastern China, where the trees are
primarily coniferous softwoods. Plantations are found mostly in southwestern and southemn
China, where the trees are primarily broad-leaved hardwoods.

As shown below, the PRC’s massive plantation effont in 1990 was the most significamt in the
world in terms of both total plantation area and annual planiation rate.

World Foreat Flamtstioa

Ansesl Flesisiisn Rate Telnl Planistisn

(hiliien hartares pev Bemmal) (iliae leactural)
Chama 4.8 i ]
LISA 1.8 10
Cis 1.1 p.r
Iadia .4 2
Brant 0.3 3

Indonesin a2

_Jupan 0.2 10

Source: (iobal Foresl Resources, Alexsador Mather, 1950




Forestry Production

The forestry production industry in the PRC has been subject to a high degree of central
planning. Accordingly, wood prices were kept antificially low, without adequate differentials
for species, quality, or dimension. Low prices weakened incentives for consemers 10 use
wood efficiently and led producers to ignore customer nends.

Investments in the PRC forestry production industry has been neglecied by the state and
foreign investors. Profit remissions and tax paymesnis by stale forest enterprises to the
central govemment treasury exceeded state investment in the industry.

Foreign investment in the forestry industry has been low relative to other industries, because
the majority of forest resources is located im remote and inland regions. In addition, foreign
compa.ies were not encouraged fo participate in the forestry industry until recemtly.

In recent years several forestry production joint veniures were asnownced. However, these

Jjoint ventures iavolve primarily lochnology iransfer and focus on coastal regions, sotably
Guangdong and Fujian Provinces.

The PRC is a net imporier of paper and bpard products. As shown below, in 1951 the PRC
imported about 40% of its wood pulp consumption.

Foremt Products Production for 199

Frodatiles [ Expere

Plywood (1000 cubic meters) .57 942 o
Particie Board (1000 cubec maters) 57 | 1
Fitrreboard {1000 cubic metere) §.O%4 N MrA
Wood Palp (1000 woases) i, Tl (W] .
Paper & Board (1000 tomses) 8.5 I8 T4
_Forest Products {US§ Million) 3,904 [*]

Source: Unsed Natioss FAQO, Foresl Products Yearbook, 1991

Demand for Forest Products

As a result of a lack of quality products and a shortage of sapply. the PRC's per capita
consumption of forest produ.is is low relative o developed countries.




Cabic Meters Ching Jnpam
Foelwood 0.1%6 0.01
Sawlogs 0.06 0.34
Pulpwood 0.008 0.304

_All Rousdwood 0.23 0.67

Source: Unned Nabous FAO, Forest Products Yearbook. 1991

Hunm.ﬂnd:marﬂfuﬂnmtpmdmsiaprc&modmmwsigniﬁwﬂyinth:PRCinmn
1990s due to the following factors:

e Thcmis:m;mrdﬂhnhﬁwmﬁﬂ?gmhmdppﬂudmm
consumption. GNP of the PRC has grown at a compound rate of 9.4% from 1980-
1991, and is expected to grow at a high rate in the 1990s.

L A rising standard of living will result in increasing consumption of paper and board
products. Accordingly. per capita consumplion 15 projected to increase.

L Only about onc-third of China’s pulp fibre is wood, the remainder is low-quality

wood substitutes such as straw. As China will continue to demand higher-quality
forest products, demand for wood is expected o increase.

Repulatory Framework

The central goveming authority in the PRC for the forestry industry is the Minisiry of
Forestry, which is under the jurisdiction of the State Council. The governing legistation is
the Forestry Law which was officially promulgated by the People’s Congress in 1984 10 take
effect on January |, 1985

The Ministry of Foresiry issues annual policy pertaining to harvesting quotas and production
tarpets. Provincial, city and town forestry authoritics implement the policies of the Ministry
of Foresiry and supervise the day-lo-day operations. Other than the Ministry of Forestry,
other ministries also have cerain responsibilitics for the management of forests and
plantations, such as the Ministries of Water Conservation, Land Reclamation, Railway and
Light Industry.

The World Bank in the FRC

In 1989 the PRC launched the National Afforestation Project, which was supported in pant
by the World Bank. mp@mm:w;iwﬁﬂﬂmfmthﬂﬂfm
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industry to be achicved by the year 2000. Two of the project’s important targets were (1) to
achieve planiation arca of 4.8 million heclares per annum; and (2) to increase forest cover
from 13% 10 17%.

Prior to 1990, the World Bank's suppon for foresiry projects in the PRC was comparatively
small. However, in 1990, the World Bank provided loans amounting to US$300 million in
support of the National Afforestation Project. The World Bank expects (o provide loans of
about US$747 million to various projects in China in the near term.

World Bank Lending for the FRC
Ferestry Projects
USH million
|9ES 47
1987 40
|9RE 57
195 100
199395 F LT

Source: World Bank

FRC LAWS ON CHINESE-FOREIGN EQUITY JOINT VENTURES

1. Overview

Joim ventures in PRC between Chinese and foreign panties take two basic forms: equity joint
ventures and co-operative joint ventures, the former governed by the Law of the People’s
Republic of China on Chinese-Foreign Equity Joint Ventures, its Implementing Regulations,
and other related rules, regulations and administrative orders (collectively the "Joint Venture
Law") and the latter by the Law of the People’s Republic of China on Chinese-Foreign
Cooperative Joint Ventures.

The establishment of a joint venture by a foreign panty in the PRC, whether an equity joint
venture or a cooperative joint venture, as well as the contents of its constating documents,
must be approved by the Ministry of Forcign Trade and Economic Cooperation
("MOFTEC"), or its local counlerpan in the applicable province or city. The constating
documents of a joint venture arc the joim venture contract and its anticles of association. All
joinl venture constating documents must be governed by PRC laws. A joint venlure must
also obiain a business licence from the local office of the State Administration of Industries
and Commerce before it can commence its business.
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2. Chinese-Foreign Equity Jeint Ventures

The following discussion relates only 1o PRC laws on equity joint ventures.

(a) Capital Contribution

An equity joint venture in the PRC is an independent legal entity having the form of a
limited liability company. It is a "legal person” under PRC laws and has the right to own,
use and dispose of property rights. The parties o the equity joint venture agres 1o share
profits, risks and losses in the same proportion as their respective capital contributions to the
oquity joint venture. The operalions of equity joint ventures are subject to an extensive body
of law governing such matters as registration, capital, profit distributions, accounting,
taxation, foreign exchange, and labour management.

In the constating documents, an equity joint venturc must specify a 1otal investment, which
limits the scale of its development, and a registered capital which must be contribuled by the
parties 1o the equity joinl veniure. The Joint Venture Law prescribes ratios between the
amount of registered capital and the amount of total investment: where the amount of (otal
investment is US$3 million or below, the registered capital shall not be less than 70% of the
total investment; and where the registered capital is between US$) million and US$10
million, the amoum of registered capital shall not be less than onc-half of the total investment
(in the event that the total investment is less than USS4.2 million, the registcred capital shall
not be less than USS2.1 million) and where the wotal investment is between US$10 million
and US$30 million, the amount of the registered capital shall not be less than 40% of the
1otal investment (in the event 1hat the total investment is less than US$12.5 million, the
registered capital shall not be less than USS5 million). The difference between the registered
capital and total investment may be obtained through outside financing or other legal
mechanisms.

The liability of a joint veature party to the equity joint venture is limited to the amount of
regisiered capital it has agreed to contribute under the joint venture contract. The registered
capital must be fully paid in accordance with the terms of the joint venture contract, and
payment may take the form of cash, land, equipment or technology. The proportion of the
registered capital subscribed for by the foreign party 10 an equity joint venlure must not be
less than 25 %.

Each joint venture party must contribute an amount of capital 1o the joim venture equal to the
portion of the registered capital for which it subscribed strictly in the manner and within the
time limitation specified in the joint venture contraci. Once a capital comribution has been
made by a joint venture party and verified by a PRC registered accountant, the equity joimt
venture shall issue a capital contribution certificate 10 the contributing panty specifying,
among other maticrs, the amoum and date of the contribution and the party making the
contribution. Where the joint venture contract stipulates that the capital contribution s 10 be
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made in onc paymeni, the payment is required by law to be made within six months of the
date of issuance of the business licence. Where payment of the capital contribution by
instalments is permitted by the joint venture contract, the first instalment is required by law
10 be made in an amount not less than 15% of the party’s total subscription of the regisiered
capital and within three months of the date of issuance of the business licence. In the event a
joint venture party fails 1o meet the aforesaid siatutory requirements within the periods
specified by law, the equity joint venture shall by law automatically cease to be effective.
Where the joint venture parties have met their obligations to make the first instalment of
capital contribution but have failed 10 mect the deadlines for subsequent contributions for
over three months alter a contribution is due, relevant government authorities shall issue
notices demanding that the joint venture parties make the full capital contribution within onc
month. If the joim venture partics fail to comply with the demand, the government authority
has the right to revoke the approval certificate of the equity joint venture, thereby forcing the
equily joint venture to undergo winding-up proceedings.

As between the joint venture partics, in the event one party is in default of its obligation 10
make capital contribution, the Joint Venture Law permits the non-defaulting panty to demand
compliance within one month, and failing compliance by the defaulting panty, it shall be
deemed 10 have forfeited all its rights in the equity joint venture and voluntarily withdrawn
from the cquity joint venture.

(b} Shareholder Control

The Joint Venture Law does not provide for meetings of the joint venture paries nor for
specific rights and powers of a joint venture party against the equity joint venture. The Joint
Venture Law does not impose on the directors of an equity joint venture a fiduciary duty 1o
the equity joint venture or to the joim venture panties as a whole. Directors appointed by a
joint venture party are expected to represent the interests of that joint venture pany in the
operation of the business of the equity joint venture. The board of directors exercises
authority over all major corporate decisions of an equity joint venture including the
appointment of officers, strategic planning and budgeting, employee compensation and
welfare, distribution of after 1ax profits and dissolution. The day-to-day management of an
equity joint venture is conducted by a management group headed by a general manager who
is required to act in accordance with the directions and guidance of the board of direciors.
The Joint Ventere Law stipulates that cenain matters (amendment to the articles of
association, tenmination and dissolution of the equity joint venture, increase or transfer of
registered capital, merger) must have the unanimous approval of the directors present in a
directors mecting. Quorum for a board meeting is set at two-thirds of all board members.

(e}  Profit Distribution
The Joimt Venture Law provides that after payment of taxes, an oquily joint venture must

contribute 10 three reserve funds for enterprise expansion, employee welfare and boauses and
a general reserve, before profits of the equity joint venture may be distributed to the joint
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veniure pasties. The amount of after tax profits allocated to the three funds is determined at
the discretion of the board of directors of the equity joint venture. Profits of an equity joint
vemture, when distributed, must be distributed to the joint venture parties according to the
matio of the amounts of the registered capital to which they subscribed.

(d) Termination

Pursuant to the Joint Venture Law, an equity joint venture may be liquidated or terminated in
certain cifcumstances, including expiration of the joint venturc tem, inability of the equity
joint venture 10 conduct its business owing to heavy losses, a breach by or insolvency of one
of its panies, force majeure and confiscation of the equity joint venture's assets by the PRC
government. Upon termination, the board of directors is required to establish a liquidation
committee to dissolve the equity joint venture, which dissolution is subject to the review and
approval by MOFTEC.

Liquidation procedures for equity joint ventures are not well-developed in the PRC, and there
has been litile precedent on how liquidation procedures work in practice. Generally after
satisfaction of its debts, all of an equity joint venture's remaining assets are to be distributed
to the joint venture parties in accordance with the ratio of their contributions to the registered
capital, unless otherwise specified in the joint venture contract.

3. Taxation

The major PRC taxes applicable on the net income of an equity joint venture an:
summarnised below.

()  Income Tax for Equity Joint Ventures

Since the promulgation of the Income Tax for Enterprises with Foreign Investmem and
Fereign Enterprises and its Implementation Rules in 1991 {the "Income Tax Law"), the
\ncome tax rate for equity joint ventures has become uniform.

The standard income tax rate for cquity Joint ventures is thiny-three per cent (33%)
comprising a national income tax of thirty per ceat (30%} and a local surtax of three per cem
(3%). All equity joint ventures established in the five special econpmic zones of the PRC
are entitled 1o a reduced national income tax rale of fifteen per cent {15%). Reduced income
tax rates are also available to, amongst others, cquity joint ventures of a production natur:
and located in one of the designated "open economic zones™ in the coastal regions of the
PRC or “economic and technological development zones™. The three per cent (3%) local
surtax may be reduced or waived by the local govemment of the place in which the equity
pnnt venture is localed.




Equity joint ventures of a productive nature with terms of at least ten years are exempt from

income tax for their first two profit-making years and are entitled to a 50% reduction of the
otherwise applicable income tax rate during the next three years. The 50% tax reduction is
extended further for equity joint ventures of 2 productive nature if they employ advanced
technology or export 70% or more of their products. 1t should be noted that none of the
Jiangxi Joint Ventures is located in a special economic zone, an open €CONOMIC zone, Of an
economic and iechnological development zone.

d)  Taxation of Profits distributed by Equity Joint Ventures

PRC tax law also provides that no income tax will be chargeable on the share of profits the
foreign joint venture party receives from an equity joini venture. Previously a 10%
withholding tax was levied on such profits when remitted overseas, except in respect of
profits derived from certain types of joint ventures and joint ventures located in the special
economic zones and certain other arcas.

SINO-WOOD PARTNERS, LIMITED

Sino-Wood was incorporated as a limited company under the Companies Ordinance of Hong
Kong on September 24, 1992 under the name of Perfect Trend Investment Limited. During
May, 1993, Sino-Wood changed its name to Leadership Resources Centre Limited, and
during August, 1993, Sino-Wood adopted its current name. The objectives of Sino-Wood as
stated in its memorandum of association permit Sino-Wood to undertake, among others, the
manufacture, sales and distribution of timber products, forestry products and chemical
products and acquisition of timber and foresiry estates as well as interests in real estate.

The authorized share capital of Sino-Wood is HK$10,000.00, made up of 10,000 common
shares each having a par value of HK$1.00, all of which have been issued, outstanding, and
fully paid up. ADS Holdings (BVI) Lid., Nawral Forest Limited, Forest Investment
Partners Lid. and Well Conduct Corporation own 37.5%, 37.5%, 20% and 5%, respectively,
of the issued common shares of Sino-Wood. These companies were incorporated under the
laws of the British Virgin Islands. ADS Holdings (BVT) Lid. is conirolled by Mr. Tak Yuen
Chan and Ms. Wai Ling Chan; Nawral Forest Limited is controlied by Mr. Kai Kit Poon;
Forest Invesiment Pariners Lid. is controlled by Wai Tak Cheung; and Well Conduct
Corporation is controlled by Mr. Michael Cheng.

Joint Ventures

Sino-Wood has executed six agreements 10 acquire interests varying between 33% and 55 %
in six Chinese foreign equity joint ventures in Guangdong and Jiangxi Provinces {the "Joimt
Venture” or "Joinl Ventures"). Plcase refer to the organizational chart and map on the inside
cover of this document.
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The Joint Ventures were established during December, 1993 and January, 1994 and
commenced business as of January I, 1994; all are engaged in forest products businesses.

In connection with the establishment of the Joint Ventures certain approved assets are (o be
transferred from the PRC joint venture parties to the Joim Ventures. No debt obligations are
1o be assumed by the Joim Ventures.

Sino-Wood's contribution to the Joint Ventures will be capital contribution in the form of
cash payments as described beiow under “Description of Joint Ventures®. The operations 10
be acquired by the Leizhou Joint Venture contributed approximately 73%, 70%, 62% of the
revenucs and a substantial portion of the profits of the combined operations to be acquired by
the Joint Ventures for the years 1993, 1992 and 1991, respectively.

Financial Results

Antached as Schedule F to this Information Circular are the pro-forma combined stalements

of operating income of the Joint Ventures for each of the years in the three year period ended
December 31, 1993,

Description of Joint Ventures

In September 1993, Sino-Wood executed five sets of Joint Venture Documents, each
consisting of a joint venture contract and articles of association, with various PRC enterprises
in Jiangxi Province and with Jiangxi Provincial Forestry Economic and Technology Company
1o form five Chinese-foreign equity joint ventures (the “Jiangxi Joim Ventures®) in Jiangxi
Province, the PRC. On December 8, 1993, Sino-Wood executed a similar set of Joint
Venture Documents with State-owned Leizhou Forestry Bureau to form a Chinese-foreign
equity ioint venture (the "Leizhou Joint Venture™) in Leizhou, Guangdong Province. The
Jiangxi Joint Ventures and the Leizhou Joint Venture are hesein cullectively referred to as the
Joint Ventures, ad individually a Joim Venture.

In February, 1994, the partics 1o the Joint Ventures executed six "Memorandum on
Implementation of Joint Venturc Documents” (collectively the "Amending Memoranda®™ of
singlely an " Amending Memorandum®) to clarify certain matters in the Joint Venture
Documents and 1o record the parties’ agreement to amend the Joint Venture Documents
pending gorcmment approval.

The Joint Venture Documents and the Amending Memoranda are governed by the laws of the
PRC, and the Joimt Ventures are formed under the Joint Venture Law. The governing
language for the Joim Venture Documents is Chinese. The Joint Venture Documents have
been approved by appropriaie government authorities and business licences for the Joint

Ventures have been issued oa various dates.  Under the Joim Venture Law, a Chinese-
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foreign equity joint venture is formally established from the date of the issuance of the
business licence. To streamline the Mnancial and accounting practices for the Joint Ventures
and the parties thereto, the parties have by the Amending Memoranda agreed that businesses
of the Joint Ventures shall commence on January |, 1994 notwithstanding their vanous dates
of establishment. Under the Joimt Venture Documents, Sino-Wood is responsible for, among
other things, providing guidance and training in the implementation within the Joimt Ventures
of 150-9000 management standards, supplying the Joint Ventures with international product
and market information, assisting in expon sales and marketing and in foreign purchases,
training of senior management and technical personnel, and other matters.

In the Joint Venture Documents, the parties agreed to contribute to the Joint Ventures the full
amount of the combined total investment, namely US$77,080,000. If the contractual
obligations under the Joint Venture Documents are not amended as provided in the Amending
Memoranda, Sino-Wood will have a contractual obligation (o make total capital contribution
to the Joint Venture, in cash, in the amount of US$41,894,000, of which US$3,960.000 must
be made as the first instalment of Sino-Wood's contribution to the Joint Ventures, and
US$25,684,000 is due in various scgments on various dates in December 1994, and January
1995, and US$12,250,000 due on or before January 28, 1996. Similarly the PRC parties
have contractual obligations to make total capital contribution 1o the Joint Ventures by cash
or assels contribution or both in the amount of US$35,186,000, of which US$9,589.000 must
be made as the first instalment of their capital contribution to the Joim Ventures, and the
amount of US$16,337,000 is due in various segments on vanious dates in December 1993
and January, 1995, and US$9,260,000 due on or before January 28, 1996, Under the
Amending Memoranda, all parties to the Joint Ventures have agreed to apply to the original
government approval authorities to amend the Joim Venture Documents and the original
approval documents to limit their respective capital contributions 1o the Joint Ventures to the
repistered capital of the Joint Venture Law, and further, to extend the deadline for
contributing the entire registered capital to the end of December 1995. Managemeni of Sino-
Wood advised that the applications to achieve the above amendments have been commenced
by the PRC joint venture partics and they have received indications that the applications wili
receive positive consideration.  If the applications to amend the Joint Venture Documents are
approved withowt variation, Sino-Wood's contractual obligation to make further capital
contribution 1o the Joint Ventures after the first instalment will be reduced w0

US$18,280,000, and similarly the PRC parties’ coniractual obligations (o make further
capital contribution 1o the Joint Ventures will be reduced to US$8,971.000, both to be made
pefore the end of December 1995, In calculating the total amount due from cach party to the
Joint Ventures as its first instaiment of capital comtributions, the amount payabic under 2
Joint Venture by a party is taken to be the higher of the amount specified in the Joumt

Venture Documents of the Joint Ventre and the amount required by the Joint Venture Law.

It is a condition precedent to the completion of acquisition of Sine-Woad that ail
approvals from relevan! government authorities have been ubtained prier te clesing to
amend the Joint Venture Documents of the Joist Ventures to () lmit the joint venture
pariies’ obligations thereunder in respect of capital contribution te the rmpective
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amounts of registered capitals for which they each subscribed and (ii) postpone the
deadiine for making the balance of their respective capital contributions to two years
from the respective issuance dates of the business licences.

Accordingly, information set out below with respect to the joint ventures gives effect to
such amendments, including the reduction of the required capital contribution to be
made by the joint venture parties.

Under the Joint Venture Documents, the PRC pariners have agreed (o transfer 1o the Joint
Ventures principally their existing assets and businesses with small quantities of cash as their
respective capital contributions to the Joint Ventures while Sino-Wood is to contribute cash in
US daollars for its capital contributions o the Joint Ventures.

Valuation of the assets to be contributed by the PRC partics to the Joint Ventures is prepared
by approved PRC regisiersd accoumants, agrecd to by the parties to the Joint Ventures and
approved by the State-owned Assets Administration Bureau. In the valuation, the tangible
assets (including cash) of the PRC parties to be transferred to the Joint Ventures have been
attributed with a value. Intangible assets such as existing contracts, goodwill and intellectual
property rights of the PRC parties that are 10 be transferred have not been assigned a value.

Each of the Joint Ventures is governed by a board of directors which is the highest
management body for the Joint Venture. On four of the boards of directors, Sino-Wood has
the right to appoint one half of the board members and on the remaining two boards of
directors, Sine-Wood has the power 10 appoint 2 simple majority of board members.
Quorum for board meetings is two-thirds of all directors and various types of majority vines
arc required for board resolutions on significant matters touching upon the Joim Ventures.

At the operation level, each of the Joint Ventures has a general manager who is in charge of
the entire aperation of the Joimt Venture. The general manager (epons and is answerable
direcily to the board. The general manager is assisted by onc or more deputy general
managers. Under the Joint Venture Documents, the general manager and deputy genenai
managers are appointed and removable by the board, and in four cases nominated by the
PRC parties for approval by the board.

Under the Joint Venture Law, an equity joint venture musl stalc in its constating documems a
definit= duration not exceeding 70 years. In the Joint Ventures, five have a term of thinty
ycars and one has a term of fifty years. Prior tc the end of the joint venture term, parties 10
a Joint Venture may by agreement and unanimous board resolution apply to relevant
government authorities for extension of the joint venture term.  In the event the term of the
Joist Venture is not extended, a liguidation committee is to be esiablished in accordance
with the Joint Venture Documents and the Joint Venture Law to liquidate the Joint Venture.
The Joint Venture Law requires that all liabilities of an equity joint venture in liquidation
should first be discharged and thereafier the net assets of the equity joint venture are to be
distributed amongst the parties to the cquity joint venture in accordance with the matio of their
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respective capital contributions. However, each of the Leizhou Joint Venture and Fangxi
Ninpdu Joint Venture, by contractual agreement, stipulates that only moveable assets of the
Joint Ventures will be distributed amongst the parties to the Joint Venture; as well in the
Jiangxi Acacia Joint Venture, upon winding up, a PRC party will be given the rigit to use
the trademarks previously belonging o the Joint Venture and to manufacture the same type
of products as previously manufactured by the Joint Venture.

The following is a brief summary of each of the Joint Ventures:

1. Leizhou Joint Venture

Zhanjiang Leizhou Eucalypt Resources Development Company Limited (the "Leizhou Joimt
Venture™) is owned 53% by Sino-Wood and 47% by State-owned Leizhou Forestry Bureau
{the “Bureau”). The Burcau is a district forestry bureaw of the foresiry bureau of Guangdong
Province and is located in the southem-most part of Guangdong Province.

Eucalypt is an important hardwood resource for the production of paper and board products.
The PRC is second to Brazil in terms of land under plantation for eucalypt trees. Due (o the
climate requirements, most of the PRC’s cucalypt plantation is located in southem PRC,
which is on a latitude equivalent 10 Cuba.

Established in 1954, the Burean operates a 53,000 hectares eucalypt tree plantation, wood
chip processing facilities and manufactures related products.

The Bureau engages in extensive research and development in the prorogation and growing
of eucalypt trees. This work has resulted in the opinion of the Burcau in achieving a high
yield of tree prorogation (15-25 cubic meters per hectare per annum) and a short growth
cyche (five to six years).

Under the Joint Venture Documents, as amended, the following assets, having an agreed
value of USS2. 49 million, are to be transferred to the Leizhou Joint Venture by the Burcau
as the first instalment of its capital contribution:

L about 3,500 hectares {or 190,345 cubic meters) of cucalypt plantation; and
® wood chip processing facilities with an annual capacity of 100,000 tonnes.

Additional capital contributions up 10 the Burcau’s full obligation under the joint venture
contract of US$4.7 million will be made within two years from the date of the business
licence and by injection of additional plantation and processing facilities.

Sino-Wood has agreed 1o make a total capital contribution of US$3.3 million 10 the Leizhou
Joint Venture, of which the first instalment of USS1.0 million is o be made on or before
April 28, 1994 and the balance before January 28, 1996.
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The Bureau has agreed 1o make avaitable to the Leizhou Joint Venture the eucalypt tree
prorogation technology .

The Bureau has wood chip sales comracts with two Japancse, onc Taiwanese and one Hong
Kong customers. One of these contracts (representing S0% of the total contracts) will be
expining in 1995. The other three contracts are subject to annual renewals. One of the
Japanese customers has invested in the materials handling facilities at the pont of Zhanjiang
1o process these orders. The Burcau will transfer all orders received in 1994 and 1995 under
existing export contracts to Sino-Wood. Management is confident that it will be able to take
over the export contracts when they are due for renewal.

The following were the production and sales of the operations being transferred by the
Bureau 1o the Leizhou Joint Venlure:

Leishow Forestry Buresu Production sed Sale

Productisn Sales
(Tommat) (Tonses)
1993 B5,000 100,495 '
1992 68,130 55672
1991 71,508 71,566
1590 70,000 70,143 7
1989 61,000 60,022
|9ER 62421 4} 423
(11] lnddmmmmphnmm.:hBurunbuﬂwmdrmmpmﬂ-mrﬂadhﬂhmh}'mu.

All of the above sales were exporied.  Under the Joint Venture Agreement, 50% of the
production of the Leizhou Joint Venture is to be exported and S0% is 1o be sold
domestically.

Currently, the wood chips are being sold at an average price of US$70-90 per tonne,
depending on quality and marke1 conditions.

Although the Leizhou Joint Venture does not have a non-compete agreement with the Bureau,

management belicves that the Bureau will not engage in practices that are detrimental to the
Joint Venture.

Subject 1o receipt of a favoerable feasibility study, the Leizhou Joint Venture is required to
establish a 50,000 1onnes per year medium density fibreboard ("MDF™) facitities at a cost of
approximately US$25 million.
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Under the Joint Venture Documents, the balance of the capital contribution by Sino-Wood is
to be used toward the cstablishment of MDF facilities.

The Leizhou Joint Venture has approximately 200 employees.

1. Jiangxi Joint Ventures

Sino-Wood has entered into a2 memorandum of understanding dated August 10, 1993 (the
"Jiangxi Memorandum*) with Jiangxi Forestry Economic and Technelogy Development
Company ("Jiangxi Technology™) with a view to developing and improving Jiangxi
Province's forestry industry by bringing in foreign capital, technology. management systems
and marketing techniques. Jiangxi Technology is wholly-owned by and under the
administration of Jiangxi Forestry Burcau,

The Jiangxi Memorandum provides Sino-Wood with access to information pertaining to the
forestry operations controlled by Jiangxi Province. As pant of this Memorandum, Sino-
Wood has initially selected five state-owned enterprises for transfer imo joint ven:-re
companies. A co-ordination office has been established in Nanchang, the capital of the
province. This office, staffed by six forestry engineers, will continue to evaluate prospects
and to monitor the perforrnance of the Jiangxi Joint Ventures.

Sino-Wood has entered inte letters of intent for the establishment of seven additional joint
ventures in a similar structure 1o the Joint Ventures. All of these joint ventures will be
located in Jiangxi Province. The majority of these joint ventures will be engaged in the
manufacture of plywood and particle board. All are currently operating at a low utilization
rate due in the opinion of the state emerprises to a shoiage of working capital.

2a. Jiangxi Ganjia Joint Veniure

Jiangxi Ganjia Wood Industrial Company Limited ("Jiangxi Ganjia Joint Venture™) is owned
55% by Sino-Wood and 45% by Jiangxi Technology.

The operations acquired by Jiangxi Ganjia Joint Venture were established in 1993. The
Fiangxi Ganjia Joint Venture operates an integrated plywood and particle board
manufacturing facility in Jiangshu City.

Under the Joint Venture Documents, as amended, the following assets, which are valued at
US$1.895 million, are to be transferred 1o the Jiangxi Ganjia Joint Venture by Jiangxi
Technology as the first instalment of its capital contnibution:

[ particle board mill of an annual capacity of 15,400 cubic meters, and
[ supporting facilities.
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Additional facilities will be injected by Jiangxi Technology 1o the Jiangxi Ganjia Joint
Venture to fulfill its obligations in respect to capital contributions totalling US$4.5 million.

Sino-Wood has agreed to make a total capital contribution of USS$5.5 million to the Jiangxi
Ganjia Joimt Venture, of which US$825,000 is to be made by March 22, 1994 and the
balance by December 22, 1995,

Except for the steam production facility, the plant was completed in 1993 using modern
Chincse technology. The plant is al a start-up stage.

Management intends to market the panicle board overseas and in the PRC and has agreed to
export 70% of its production.

The Jiangxi Ganjia Joimt Venture has approximately 120 employees.

2b. Jiangxi Camphor Jeint Venture

Jiangxi Xuesong Forest and Chemical Industry Company Limited ("Jiangxi Camphor Joim
Venture®) is owned 55% by the Company, 35% by Jiangxi Camphor Factory and 10% by
Jiangxi Technology.

Under the Joint Venture Documents, as amended, the assets and operations of Jiangxi
Camphor Factory are to be transferred to the Jiangxi Camphor Joint Venture by Jiangxi
Camphor Factory at an agreed value of US$3,265,000 and cash in the amount of
US%150,000 is 10 be transferred 1o the Jiangxi Camphor Joint Venture by Jiangxi Technology
as their respective capital contributions. Additional assets will be injected by both parties to
the Jiangxi Camphor Joim Venture to fulfill their respective obligations in respect of capital
contributions totalling US$4.5 miltion. Sino-Wood has agreed to make a total capital
contribution of US$5.5 million to the Jiangxi Camphor Joint Venture, of which US$825,000
is 10 be made by March 26, 1994 and the balance by December 26, 1995. Established in
1950, Jiangxi Camphor Factory operates an integrated camphor processing facility in Ji'an
City.

The principal products produced by the Jiangxi Camphor Joint Venture are natural camphor,
synthetic camphor, gulonic acid, iso-bomyl acetate and ambreone. The main products are
derived from camphor trees, which are supplied to the factory by independent farmers.

Jiangxi Camphor Factory has a long history of manufacturing natural, synthetic camphor and
is0-bomnyl acetate. Camphor is used as ingredient of medicine and the preservation of
maierials. Iso-bomyl acetate is used as raw matenial for synthetic camphor and ingredients
of fragrances and favouring agents. The production of gulonic acid, an intermediate

component for the manufacture of vitamin C, and ambreone, an ingredient of fragrances, are
new products added in 1993,




In the opinion of management, Jiangxi Camphor Factory is operating at approximately 20% -
30% capacity due to a shonage of working capital.

Jiangxi Camphor Factory has received numerous awards for its quality and production. The
majoritly of its products are exported.

The Jiangxi Camphor Joint Venture has approximately 900 employees.

2¢.  Jiangxi Acacia Joint Ventore

Jiangxi Ganzhou Pencheng Chemical Industry Company Limited ("Jiangxi Acacia Joimt
Venture®) is owned 55% by the Company, 35% by Gannan Acacia Gum Factory and 10%
by Jiangxi Technology.

Under the Joint Venture Documents, as amended, the assets and operations of the Ganman
Acacia Gum Factory arc 1o be transferred to the Jiangxi Acacia Joint Venture by Gannan
Acacia Gum Factory at an agreed value of US$453,000 and cash in the amount of
US$45,000 is 1o be transferred to the Jiangxi Acacia Joint Venture by Jiangxi Techaology as
their respective capital contributions. Additional assets are to be injected by both parties to
fulfill their respective obligations in respect of capital contributions totalling US$1.35
million. Established in 1989, Gannan Acacia Gum Factory manufactures acacia gum from
acacia trees and in 1994 will commence production of caffeinc from tea leaves in Gannan
City. It commenced production in August 1990.

Sino-Wood has agreed 10 make total capital contributions of US$1.65 million to the Joint
Venture, of which US$600,000 is to be paid by March 23, 1994 and the balance by
December 23, 1995.

The annual capacity of the Gannan Acacia Gum Faclory is 1,000 tonnes for acacia gum (an
essential component for the manufacture of leather) and 30 tonnes for caffeine. [n the
opinion of management, Gannan Acacia Gum Faclory was operating at approximately 20%
capacity due to a shonage of working capital and as a result suspended opesations from
January 1993 1o November 1993. Operations were resumed in December 1993,
Notwithstanding this curtailment Gannan Acacia Gum Factory was profitable in 199)3.

The Jiangxi Acacia Joint Venture is dependent on the Ganzhou Forestry Bureau for ihe
supply of acacia trees.

Gannan Acacia Gum Factory has received numerous awards for its quality and production.

The Jiangxi Acacia Joint Venture has approximately 90 employees.
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2d. Jiangxi Ningdu Joint Venture

Jiangxi Chiugang Forest Products and Chemical Industry Company Limited ("Jiangxi Ningdu
Joint Venmre") is owned 55% by the Company, 35% by Jiangxi Province Ningdu County
Chemical Factory ("Ningdu Chemical Factory”) and 10% by Jiangxi Technology.

Under the Joint Venture Docum=nts, as amended, the assets and operations of the Ninpdu
Chemical Factory are to be trausferred to the Jiangxi Ningdu Joint Venture at an agreed
value of US$200,000 and cash in the amount of USS$57,000 is 1o be transferred to the Jiangxi
Ningdu Joint Venture as their capital contributions. Additionai assets arc to be injected by
both parties to fulfill their obligations in respect of capital contributions of US$1.71 million.
Sino-Wood has agreed to make a total capital contribution of US$2.096 million to the Jiangxi
Ningdu Joint Venture, of which US$380,000 is to be made prior to March 20, 1994 and the
balance by December 20, 1995. Established in 1956, Ningdu Chemical Factory
manufactures rosin and turpentine oil from pine trees in Ningdu City.

Production for these products from pine oil is seasonal because pine oil can only be
harvested at temperatures above 16°C. The management imends to introduce new products
to dampen this seasonality.

The annual capacity of the Ningdu Chemical Factory is 5,000 tonnes for rosin and 1,200
tonnes for turpentine oil. In the opinion of management, the Ningdu Chemical Factory was

operating at approximately 30% capacity due to a shonage of working capital. However, the
factory is profitable at this utilization rate.

Ningdu Chemical Factory has supply armrangemenis with various parties for the supply of pine
trees. It is anticipated that such supply armangements will be taken over by the Jiangxi
Ningdu Joint Venture.

The Ningdu Chemical Factory has approxirmately 235 employees.

2e. Jiangxi Dungyuan Joint Venture

Jiangxi Dongyuan Chemical Industry Company Limited ("Jiangxi Dongyuan Joint Venture®)
is owned 55% by Sino-Wood, 35% by Jiangxi Province Anyuan County Chemical Factory
(the "Anyuan Chemical Factory™), and 10% by Jiangxi Technology .

Under the Joimt Venture Documents, as amended, the assets and operations of the Anyuan
Chemical Factory are to be transferred to the Jiangxi D ayyuan Joint Venure by the Anyuan
Chemical Factory at an agreed value US$974,000 and cash in the amount of Us$60,000 is 10
be transferred to the Jiangxi Dongyuan Joint Venture by Jangxi ‘Technology as their
respective capital contributions.  Additional assets are to be injected by Anyuan Chemical
Factory and Jiangxi Technology to fulfill their respective obligations in respect of capital




contributions totalling US$1.8 million. Sino-Wood has agreed to make total capital
contributions of US$2.2 million to the Jiangxi Dongyuan Joint Venture, of which
US$330,000 must be made by April 30, 1994 and the balance by January 30, 1996.
Established in 1954, Anyuan Chemical Factory manufactures rosin and turpentine oil from
pine trees in Anyuan City. Included in the assets to be transferred is a new production
facility which has been built for the production of two related products, which will begin
production in 1994.

Production for these products from pine oil is seasonal because pine oil can only be
harvested at temperature above 16°C. The management intends to introduce new products to
l=ssen this seasonality of production.

The annual capacity of the Anyuan Chemical Factory is 5,000 tonnes for rosin and 1,200
tonnes for turpentine oil. In the opinion of management, Anyuan Chemical Faclory was
operating at approximately 50% capacity due to a shortage of working capital. However, the
factory is profitable at this utilization rate. The majeqity of its products is for expont.

Anyuan Chemical Factory has supply arrangement with various parties for the supply of pine
trees. It is anticipated that such supply amangements wili be assigned (o the Jiangxi
Dongyuan Joint Venture.

The Jiangxi Dongyuan Joint Venture has approximately 235 employees.

Pro Forma Consolidated Balance Sheet

Attached hereto as Schedule H is a compilation report and pro forma consolidated balance
sheet of Sino-Wood as at December 31, 1993,

Management of Sino-Wood

Tak Yuen Chan, aged 42, is the Chairman of the Board of Directors and Chief Executive
Officer of Sino-Wood. He has over 10 years of experience in structuring joinl ventures in
the PRC in the following industries: hotel, health care, oil and gas, real estate, restaurant and
parment manufacturing. He served as a senior economic advisor lo the Ministry of Foreign
Economic Relations and Trade, PRC (now known as the Ministry of Forcign Trade and
Economic Co-operation) from 1986-1988 for its investment banking activities. He praduated
from Hong Kong Baptist College.

Kai Kit Poon, aged 53, is the President of the Company and a Director. He has over 31
years of experience in the PRC forestry industry. From 1962 to 1979, he was employed as a
scaling engineer by Guangdong Forestry Burcau. From 1979, he has been engaged in the
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trading and manufacture of forest producis in the PRC and Hong Kong. Mr. Poon graduated
from Guangzhou Chungnam Forestry University, Guandong, PRC in 1962.

Wai Ling Chan, is the Exccutive Director of the Company. She has over 10 years of general
management experience with a multinational pharmaceutical company. Ms. Chan graduated
with an undergraduate chemistry degree from West Liberty State College and a master
chemistry degree from Ohio State University.

Wai Tak Cheung, aged 40, is Vice President of Finance of the Company. He is a Cenified
Public Accountant {California) and has over 10 years of experience in financial management.
He graduated with an undergraduate compuier science degree from Washington State
University and an MBA degree from the University of California a1 Berkeley.

Sino-Wood's head office is located in Suite 2408, Sun Hung Kai Centre, Wanchai, Hong
Kong, telephone (852) B27-6628.

Sino-Wood's operational head office is located in Hong Kong, which is responsible for
providing: strategic direction, technology transfer, capital and finzacial control, marketing
and sales suppon to the Joim Ventures, ail of which will have their own board of directors,
general managers and sales force for the PRC market.

Sino-Wood directs all export sales of the Joim Ventures, replacing state-owned expon
corporations.

Employee Relations

The Joint Ventures employed approximately 1,600 workers and 200 supervisors/managers as
at January 1. 1994, Sino-Wood is currently in the process of reviewing the labuur
requirements of the Joint Ventures and will not necessarily maintain a similar number of
employees in the future.

The Joirt Ventures workers are paid on average approximately RMB 450 (Cdn$70) per
month, per person and the supervisors/managers RMB 800 (Cdn$125) per month, per
person.

The Minisiry of Labour and other regulatory bodies in the PRC have issued guidclines
pertaining to the treatment of employees employed by joint ventures. The current practices
vary from locality 1o locality, but generally consist of the following:

® joint venture cmployees are to receive salarics of not less than 120% of that of state-
owned companies;

o employee profit participation 1s encouraged,

i
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[ fringe benefits are the responsibility of the joint venture; ard
) union activities are allowed.

Sino-Wood inmends 1o follow these local practices. however, it has not outlined detailed
conditions of employment with its employees. [t expects to initiate a profit-sharing plan.

Management's Discussion and Analysis
1993 vs. 1992

Revenue increased 105 % from RMB 58.1 million to RMB 119.2 million because of 2 117%
incresse in revenues at Leizhou Forestry Bureau, 2 73% increase in revenue al Jiangxi
Camphor Factory, and a 168% increase in revenues al Anyuan Chemical Factory. Profit
increased by 211% because of an increase in revenues.

1992 vs. 1991

Revenues decreased 25% from RMB 85.8 million to RMB 64.4 million because of 2 42.7%
decrease in revenues at Jiangxi Camphor Factory and a 54% decrease in revenues at Anyuan
Chemical Factory, and a 13% decrease in revenucs at Leizhou Foresiry Bureau. The
decrease in revenues was attributable to a lack of working capital. Profit decreased 36 %
because of a decrease in revenues.

Forelpn Exchange Management

Sino-Wood intends to cxpand the sales of its products overseas generating revenucs
dominated in currencies other than RMB thercby reducing its exposure to any future
devaluation of RMB. The management of Sino-Woog intends 10 establish mechanisms for
foreign exchange management to maximize the benefits of its foreign exchange income.

RISK FACTORS
The sharcholders of Mt. Kearsaige should be aware of ccntain risk factors associated with the

underlying business of Sino-Wood.

Politica’ Considerations. The PRC is a developing country and shares with other
developing countries the characteristic of having a socio-political system that is prone
sudden and, to outsiders, unpredictable events and evolvement. The policy for sconomic
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reform in the PRC to change its economic sysiem from a cenirally-planned economy 0o a
markel-oricnted economy with Chinese characteristics has been in place since 1978 and has
been reaffirmed many times by the People’s Congress of the PRC, the politburo of the
Communist Panty of the PRC, and the Siate Council. Though not without set-backs and
hiatus. economic reform has had far reaching effects on the economic system of the PRC and
has resulted in the PRC sustaining high economic growth for some fifteen years. Although
there is little evidence to indicate any deviation from its existing economic policy, there is no
puarantee that in the event of a major change of decision-makers at the most senior political
level, the existing economic policy of the PRC will not be changed, or that the socio-political
stability 50 crucial to the economic growth in the past decade will not suffer.

Economic Considerations. The PRC economy has undergone successive high growth rates
in the past years (1993, 13%; 1992, 12.8%: 197991, 9.4%) resulting in the general concem
that the economy may be overheating. PRC government figures indicatc a growth rate of
approximately 9% for 1994. Asa result of concern over inflation, an “austerity” program
was announced in mid-1993 by the PRC government to employ Macro-economic Measures in
an attempt 10 dampen i1s economic growth to a more manageable level. The austerity
program has caused bank credit 1o tighten and may have a dampening effect on the various
expansion plans of the Joint Ventures.

General Agreement on Tariffs and Trade ("GATT™. Discussion has taken place during
the past few years between PRC forcign trade officials and governing members of GATT 10
allow the PRC to resurrect ils status as a member of GATT. In addition to the many
political factors that would affect the outcome of the discussion, & major item under
discussion is an overall reduction of PRC impon tariffs on almost all imporned goods and
matenals. PRC's successful entry to GATT will likely result in cheaper imporied products
and more competition in domestic markets for products of the Joint Ventures.

Most Favoured Nation/USA. The PRC has been accorded the most favoured nation
(“MFN"} status by the United States of America subject however to annual review and
renewal. The MEN status confers en the PRC centain trade-related benefits in its export
trade with the United States of America, mainly in the form of lower impen tariffs for PRC
poods entering the United States of America. The government of the United States of
America has announced that the renewal of MFN status 10 the PRC will depend on, among
other factors. an improvement in human rights conditions in the PRC, while the PRC
povernmenl has consistently insisted that human rights issucs should be dealt with
mdependen: of the trade relation of the two countries. The loss of MFN status, will not have
a serious direct impact on the Joint Ventures as the United States of America is not a
significant recipient of their products, bul may have indirect impact on the Joint Vemures as
the hoss of MFN status will likely have a measurable negative effect on the overall economy
of the PRC
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Legal System and Enforcement. From 1949 until the early eighties, the PRC had given
little attention to the development of a comprehensive system of commercial laws and their
enforcement. Adjudication and settlement of any commercial dispute, when one did arise,
had been carried out mainly through non-judicial mediation or administrative orders. Since
the implementation of the economic reform, the PRC government has promuigated legislation
covering a wide range of commercial activities, particularly those involving foreign
investors. Much of the ncw legislation remains tentative in nature, vague and gencral.
Imerpretation of newly enacted legislation may vary from region to region and from
gavernment department to department. As well, adjudication of significant commercial
disputes is new to the PRC judicial system and its judiciary will need time to refine its role
in commercial disputes, particularly those involving foreign parties and state-related
enterprises. The development by the PRC in the area of commercial law and enforcement
during the past fifteen years, however, has increased significantly legal protection accorded
10 foreign investors in the PRC.

Fnvironmental Considerations. The Environmental Protection Law of the PRC was
adopled by the Standing Committee of the People's Congress of the PRC on December 26,
1989. Under the Environmental Protection Law, the division in the State Council
responsible for environmental protection has the power 1o set national environmental quality
standards and environmental protection agencies of lower levels of government have power
to set local standards 1o supplement the national standards in areas where the national
standards are silent. Due to the very shont history of the Environmental Protection Law,
national and local environmental protection standards are still in the process of being
formulated, experimented and implemented. The management of the PRC joint venture
partics has advised Sino-Wood that the Joint Ventures have no outstanding notices, orders or
directives from central or local environmental protection agencies or local government
authorities alleging any breach of national or local environmental quality standards by the
Joint Ventures, and the Joint Ventures have complied with all existing environmental
protection laws, regulations, administrative orders and standards. Given the nature of their
businesses, there is a real possibility that the Joint Ventures will have to meet higher
environmental quality standards as the economy of the PRC and its level of environmental
cOnsciousness increase in the coming years.

Product Liabilities. The products of the Joint Ventures are manufactured in accordance
with “National Standards” of the PRC or quality standards set by relevant govemment
ministrics.  All preducts of the Joint Ventures are inspected by and carry inspection
certificates of the National Products Inspection Burcau. Where a consumer's complaimt
agrainst the quality of a product is justified, the Joint Venture manufacturing the product must
bear Tegal and economic liabilities. None of the Joint Ventures carries any product liability
tnsurance and no assurance can be given that the Joint Ventures will not be opened o
product liabitity ctaims in the future.
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Industrial Risk. Timber, forestry and chemical products manufactured by the Joint
Ventures carry a higher degree of fire and explosion hazards. All Joint Ventures carry fire
insurance and have paid particular attention to fire prevention and safety in their daily
production. Two of the Joint Ventures have on-the-site fire department with fire trucks and
other fire safety facilities. Sino-Wood has engaged a professional insurance broker as
consuliant 1o review their insurance requirement and 1o sccure sufficient insurance COverage.

Failure to make Capital Contribution. The Joint Venture Law stipulates that the first
instalmen of the capital contribution by a jeint venture party shall not be less than 15% of
the portion of the registered capital subscribed to by the joint venlure party and must be
made within three months of the issuance date of the business licence of the equily joint
venture. In the event of a breach of the statutory requirement, the equity joint venture shall
aulomatically cease to exist and all prior approvals are automatically revoked. The first of
the business licences for the Joint Ventures has an issuance date of December 20, 1993 and
the deadline for making the first instalment capital contribution for the Joint Venture is on or
before March 20, 1994. Though it has not beea known that any equily joint veaturc has
been terminated by government authoritics as a result solely of minor delay in meeting time
limitation on capital contribution, the statutory requirement remains a significant and
immediate risk.

Where joint venture parties have met their obligations on payment of the first instalment on
capital contribution, the Joint Venture Law provides that where a joint venture pary fails 1o
meet its suhsequent obligation to make capital contribution three months after it becomes
due, relevant government authorities shall issue a notice 1o the joint venture pasties
demanding that ali capital contribution be made within one month. Failure 10 comply with
the demand will give government authorities right lo revoke the business licence of the equity
joim venture and all prior approvals, thereby forcing the equity joint venture inlo winding-up
proceedings.  Given that a very large ponion of the capital contribution of the Joint Ventures
subscribed 1o by Sino-Wood remains unpaid and will be due in December 1994 and January
1995 _ (or if the applications to amend the Join Venture Documents arne approved, in
December 1995 and January 1996), the risk of governmental action in the event of Sino-
Wood's inability to meet its contribution commitments is a significant risk.

Foreign Currency Control. The usage, movement and conversion of foreign currency in
the PRC are subject to legislative and administrative restriction and control. The conversion
of its national currency Renminbi (*RMB”) into foreign currencies and remintance thereof out
of the PRC must be conducted through the Bank of China or other financial institutions
authorised by the State Administration of Foreign Exchange to deal in foreign currencies of,
for conversion only, through the authorised foreign exchange adjustment centres {commonly
known as “Swap Centres”).  Prior 10 January 1. 1994, the PRC maintained a dual exchange
rate sysiemn for its foreign currency managemem, it had a fixed official rate of conversion set
by the government, and a Swap Cenire rale which was floating and determined largely by




market forces. The People's Bank of China, the central bank of the PRC, announced
swecping measures effective January 1, 1994 to reform the foreign exchange sysicm of the
PRC. A principal feature of the reform is the abolishment of the fixed official raie of
conversion. Instead, the People's Bank of China publishes daily a2 US dollar conveision rate
which is the average rate of the rates quoted on the previous banking day on the PRC
inter-bank foreign exchange market and the international money market.  All banks in the
PRC permitted to deal in foreign currencies can quote their own conversion rate for its
customers so long as its quote remains within a permitted range of the rate set by the
People's Bank of China. The daily rates set by the People's Bank of China have so far been
consistent with those traded in the Swap Centres. If the refortn works smoothly the Swap
Centres are expected to be abolished in the first half of 1994.

The currency reform is generally accepted as a significant siep by the PRC to make RMB a
freely convertible currency which has been the poal acknowledged by the People’s Bank of
China.

Al the current stage of foreign currency reform in the PRC, there is no guarantee that
sufficient foreign currency will be available for conversion at the time required by the Joint
Ventures. The devaluation of RMB during the past years, if the trend continues, may have a
significant impact on the profitability of Sino-Woed as it is calculated in Canadian currency.

Development Stage. Sino-Wood is in the early stages of development and, accordingly, its
business operations are subject to all of the risks inherent in the establishment and
maintenance of a new business enterprise, such as competition and viable operations
management. There can be no assurance that Sino-Wood will grow and be profitable.

Key Personnel. Sino-Wood is currently dependent upon a small number of key management
personnel and success during its initial growth period will depend, in pan, on their abilities.
The loss of the services of certain of these key management personnel may adversely affect
th. performance of Sino-Wood.

Expansion. The expansion of the business of Sino-Wood will depend upon the ability of
management to implement and successfully manage expansion as well as the ability of Sino-
Wood to mise additional equity. The failure 10 raise such equity will have significant
negative impact on the Joint Ventures.

Capital Requirements. Sino-Wood may require further Capital to finance the planned
expansion of the Joint Ventures.
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RIGHT OF DISSENTING SHAREHOLDERS

Any holder of common shares of Mt. Kearsarge is entitled to be paid the fair value of such
shares in accondance with section 185 of the Business Corporations Act (Ontario) (the
*OBCA") if the sharcholder dissents lo the Special Resolution approving the Amalgamation.
A holder of common shares is not entitled to object with respect to his common shares il he
votes any of such shares in favour of the Amalgamation.

The following is a brief summary of section 185 of the OBCA, the full text of which is
artached as Schedule I to this Information Circular. A dissenting shareholder is required to
send a written objection to the Special Resolution 10 Mi. Kearsarge at of prior 1o the
<harcholders’ meeting. A vote against the Special Resolution or an abstention does not
constitute a written objection. Within 10 days after the Special Resolution is adopted by the
sharcholders, Mt. Kearsarge must so notify the dissenting sharcholder who is then required,
within 20 days after receipt of such notice {or if he does not receive such notice within 20
days afier he leams of the adoption of the Special Resolution), to send 0 Mt. Kearsarge 4
wrilten notice conaining his name and address, the number of common shares in respect of
which he dissents and a demand for payment of the fair value of such shares and, within 30
days after sending such writien notice, v ~nd 10 Mt. Kearsarge the appropriate share
centificate or centificates. If the Amalgar ation contemplated in the Special Resolution
becomes effective, M. Kearsarge is required to determine the fair value of the common
shares and 10 make a writien offer to pay such amount 0 the dissenting shareholder. 1f such
offer is not made or not accepted, within 30 days either party may apply 10 the court o fix
the fair value of the common shares. There is no obligation on Mt. Kearsarge to apply to
the court. If an application is made by either party, the dissenting sharcholder will be
entitled 10 be paid the amount fixed by the coun which may be greater or less than the value
of the common shares prior to implementation of the Amalgamation.

All noices 10 Mt Kearsarge pursuant to section 185 of the Ontario Act should be addressed
to the registered office of Mi. Kearsarge, Suite 2004, 200 King Street West, MSH 3T4 1o the
attention of the President.

The foregoing summary does not purport to provide comprehensive statements of the
procedures to be followed by a dissenting sharchotder who sceks payment of the fair value of
his common shares. Section 185 of the OBCA require strict adherence Lo the procedures
established therein and failure to do so may result in the Joss of all dissenters’ nghts.
Accordingly, cach sharcholder who might desire 10 exercise the dissenters’ rights should
carefully consider and comply with the provisions of those sections, the full texts of which
are set out in Schedute | 1o this Information Circular, and consult his legal adviser.
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CANADIAN INCOME TAX CONSIDERATIONS

The following is a general summary of the principal Canadian federal income tax
considerations gencrally applicable to sharcholders of Mt. Kearsarge who are resident in
Canada, deal at arm’s length with Mt. Kearsarge and hold their shares as capital propenty, all
for purposes of the Income Tax Aci (Canada) (the "Tax Act”). This summary is based on the
current provisions of the Tax Act, the regulations thereunder (the "Regulations™) and an
understanding of the current administrative practice and assessing policies of Revenue
Canada, Customs, Excise & Taxation ("Revenue Canada®™). This summary takes inio
accoumt specifically proposed amendments to the Tax Act and the Regulations publicly
announced by the Minister of Finaice prior 1o the date hercof.  Otherwise, this summary
does nol take into accoum or anticipate any changes in law, whether by legislative,
governmental or judicial action.

It is currently expected that there will be a federal budget tabled by the Minister of
Finance in the House of Commons on or ahout February 22, 1994. This summary does
not 1ake into account or anticipate any changes to the Tax Act or the Regulations that
may be propased in such budget.

The summary is of a general nature only and does not take into account or consider the
tax laws of any province or terrilory or of any jurisdiction cutside Canada. The
summary is not intended to be, nor should it be construed to be, legal or tax advice to
any person. Shareholders are urged to consult with their own tlax advisors.

On the amalgamation of Mt Kearsarge and Onico, each shancholder of Mt. Kearsarge will
be deemed to have disposed of his or her common shares of Mt. Kearsarge for procecd . of
disposition equal to the aggregate of the adjusted cost base to such sharcholder of those
shares immediately before the amalgamation and to have acquired the Class A Subori iate-
Voting Shares of Sino-Forest at a cost equal to such deemed proceeds.

In accordance with the curremt administrative practice of Revenue Canada, a sharcholder who
dissents from the Amalgamation, and who receives a paymemt from Sino-Forest (other than a
payment of interest) for his or her common shares of Mt. Kearsarge will generally be
considered 1o have disposed of such shares and received proceeds of disposition of such
shares as opposed 10 a deemed dividend. Such a sharcholder will realize a capital gain (or
sustain a capital loss) to the extent that the proceeds of disposition of the common shares, net
of reasonable expenses of disposition, exceed (or are exceeded by) the sharcholder's adjusted
cost base of such common shares.  Three-quarters of any capital gain realized will be
included in computing the income of a sharcholder as a taxable capital gain and three-
quarters of any capital loss sustained may be deducted as an allowable capital loss against
faxable capital gains in accordance with the provisions of the Tax Act. For a shareholder
that is a corporition, the amount of any capital loss otherwise determined on a disposition of
common shares of Mi. Kearsarge will generally be reduced by the aggregate amount of
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dividends received by such corporation on such common shares 10 the extent and in the
circumstances provided in the Tax Act. Analogous rules apply where the sharcholder is a
partnership or a trust of which a corporation is a member or beneficiary. Depending on the
circumstances, certain shareholders (who are individuals other than most trusis) may be
entitied to a deduction in respect of taxable capital gains on the basis of the lifetime capital
yﬂWimthhﬁlﬁ&ﬂﬂdﬂhhﬂ:TﬂMhﬂﬂtm.
Regardless of whether the capital gains exemption applies, a shareholder who is an individual
may be subject to aliernative minimum tax in respect of any gain.

APPROVAL AND CERTIFICATE
The contents and the sending of this Information Circular have been approved by the board
of directors of Mt. Kearsarge.
The foregoing contains no untrue statement of a material fact (as defined in the Securities
Act (Ontario}, and does not omit to stale a material fact that is required to be stated or that is
mmﬂumﬁmﬂnmmmmmmwhlmﬂmcmm
which it was made.

DATED at Toronto, Ontario, this 11th day of February, 1994.

Mt. Minerals Inc.
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AUDITORS* RARPORT

To the Shareholders of HMt. Ksarsarge Minerals Inc. ‘}%

We have sudited the balance shasts of Nt. Kearsarge Minerals Ing;'as at
December 31, 1993 and 1992 and the statemsnts of operations and
and changes in financial position for the ysars then ended. Th
financial statements are the responsibility of the company’s mana
our respensibility is to exprass an opinion on these tinancial
statements based on our audit.

We conducted our audits in accordance with generally accepted auditing
gtandards. Those standards require that we plan and perform an audit
to obtain reascnable assurance whether ths financial statssents are free
of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles
used and significant estimates made by sanagement, as waell as avaluating
the overall financial statement presentation.

In our opinion, these financial statemants present fairly, in all
paterial respects, the financial position of the Company as at Decembar
31 ,1993 and 1992 and the results of its operations and the changes in
its financial position for the years then anded in accordance with

genherally accepted accounting principles.
W N2 s

Toronto, Ontario T.H. Barnholtez & Co.
January 14, 1994 Chartared Accountants

7. H. BERNHOLTZ & £O.
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Expeansas

Legal, accounting and audit
office rant

Bad debts
. Corporate services
f Transfer agent’s fess and axpanses
! shareholders’ information

Directors’ feas

' Intersst and bank charges
Vritedown of property
office and general

Lese: interast earned

Nat loss

Deficit at the baginning of the year
Deficit at the end of the ysar

Loss par share

Sge Notes To Financial Statements

NT. EEARSARGE MINERALS INC.
STATENENTS OF OPERATIONS AND DEFICIY

$ 4,9%1

706,532
1&5.149}
—da118.231
S 2.823.800

— TV} |

i993

$ 11,120

3,078
12,000
12,179

2,175

137,802
181,249
175,084

——242.067
o_1.118.382

$—0.02



NT. EKEARSARGE MINERALS

(Incorporated Undsr the Laws of The Prov
BALANCE SEEETS

AS AT DBCEMBER 31

ASGETS
Current
Cash $ 24,854 $ 66,722
subscription receivable 155,571 -
Prepaid exploration sxpanses - — 16,075
180,425 22,797
Mining claims and deferred axploration
sxpenditures (Hote 2) 2 —  649.834
$____180.4227 $___ 732,631
LIABDILITIRS
current
Accounts payable S 4.089 S 6.205

capital Stock (Note 2)
Authorized:

Unlimited common sharas
issued and to be issued:

30,000,000 common shares 1,999,838 1,844,267
peficit _{1.823,500) {1,118.151)
—AT6, 330 I { Fe 1]

o____180,427 $____T33.6831

See Notes To Financial Statements
on anhalf‘é;;j%é:::i;ijici
] Y. Director {Fﬁ Director
J

9 Thompson kﬂacub\Eg&nii:ki




NT. EKEARSARGE MINERALS INC.
POR THE YEARS ENDED DECENBER 31

1993
ash provided by (used in) operations § (705,349)
Add: items not affecting cash

writedown of mining property

{51,354)

Net change in working capital
axcluding cash ) —{141.912)
1193 ,.266)

Cash provided by financing activities
Shares to be issued 159,571

Cash provided by investing activities
Mining properties and related

expenditures (4.173)
Decrease in cash {(41,868)
Cash at the beginning of the year 66,722
Cash at the end of the year $___ 24,084

Sae NHotes To Financial Statemsents

STATENENTS OF CEANGES IN FINANCIAL FOSITION

1993
$ (175,084)

{37,282}

—{22.211}
—132.632)

{Iﬂ?.l!ﬂ;
—169.2)3
o 48.722
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{' POOR QUALITY DRIGINA . |
Eucalypt Tree Plantation T

GANJIA JOINT VENTURE

Interior View of Particleboard Plant Wet End of Processing

CAMPHOR JOINT VENTURE
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Ningdu Chemical Factory Turpentine Shipments

DONGYUAN JOINT VENTURE

Administrative Offices




Note 1

Note 2
(a)

{b)

Note 3

Note 4

Note S

NT. ERBARSARGE NINERALS INC.
NOTES TO FIMANCIAL STATENRNTS
DECEMBRR 31, 1993

Significant Accounting Policies

Adainistrative Expapses
MAdministrative expenses are charged to operations in the year
incurred.

Mining Claims

Ganava lake Propaxty

The Company holds & 1008 interest in the mineral rights in 22
patented mining claims located in Hess Township, Ontario,

The claims are being carried at the nominal value of $1.

Blakslock Towvnahip Propatty .
The Company holds a 100t interest in 25 unpatented aining
claims located in Blakelock Towmship, Ontario. The claims
are being carried at the nominal valus of $1.

Capital Stock

Summary of Issued Capital

Common Shares Sharas Yalus
Balance December 31, 1992 9,257,227 91,044,267
To be issued for cash 20,742,773 _A153.3711
Balance Deceamber 31, 19%) 30,000,000 $1.299.838

[ [
As at December 31, 199) nptgﬂnl vers cutstanding teo amployeas

and directors to purchase up to 592,000 common shares at 20
cents psr share until November 28, 1994, and up to 333,723
shares at 20 cents par share until Novembar 20, 1996.
Subssguent to the year end the options ware cancelled.

Related Party Transactions

During the ysar ended December 31, 1993 a company related to
the Coapany’s President was paid the sum of 512,000 as
managesent fees and $1,000 as office rent.

incone Taxes
The Company has losses carried forward which are available to

reduce futurs income for tax purposes and they esxpire as
follows:

1994 20,363
1995 5,186
1996 32,342
1997 74,354
1998 45,367
199% 37,282
2000 —a8.279

250,173

The Company has spent approximately $464,601 on Canadian
Exploration Expenses which are available to resduce future
income for tax purposes.




Ia Subsscusnt Evants
Subsequent to the year end the subscription receivable was
fully paid and the shares were issued.
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Audited Financial Statements

Sino-Wood Partners, Limited
31 December 1993
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REPORT OF THE AUDITORS

AUDITED FINANCIAL STATEMENTS
Balance sheet

Noies to financial statements

Pages

3-4
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AUDITORS' REPORY

To the Darectors of
Simo-Wood Partmers, Limited

We have audited the balance sheet of Sino-Wood Pertners, Limited as a1 31 December
1993. This balance sheet is the responsibility of the Company's management. Our
mﬂhyhmwmmmﬂﬁswmﬂnnhndmwm

We:ﬂmﬂmmmmmwrwmmngmincm
Those standards require that we plan and perform an andit to obtain reasonable assurance
whether the financial staiement is free of material misstaiement. An audit includes
examining, on & sl basis, evidence supporting the amounts and disclosures in the financial
suiement. An audil also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
Prescntation.

mwmmmwmmmmﬂmmmmmunﬁmm

of Sino-Wood Partners, Limited as at 31 December 1993 in accordance with generally
accepted accounting principles in Canada.

Hong Kong. Zh4w'f' 4 ﬁ"‘?

11 February 1994. Centified Public Accountants

& J0F Geont laght Crmmp, 11 Hadimes Riaad. Womnchis, Feng R
H“mmﬂ““m“‘ﬂ
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BALANCE SHEET
[All numbers are in Hong Kong Dollars)

31 December 1993

ASSETS

Cash 2274
Orher receivable 1,126

10,000

SHAREHOLDERS® EQUITY
Share capital frote 3] 10,000
10,000

M

See accompanying notes

On behalf of the Board:

ak Yuen Chan Wai Ling Chan




Sino-Wood Partners, Limited

NOTES TO BALANCE SHEET
[Uniless otherwise stated, all numbers are in Hong Kong Dollars]

11 December 1993

e ————————e

1. INCORPORATION

Sino-Wood Partners, Limited [the “Company”’] was incorporated under the laws of
Hong Kong on 24 September 1992 under the registered name of Perfect Trend
Investment Limited. On 19 May 1993 and 11 August 1993, the sharcholders approved
the change of the Company’s regisicred name to Leadership Resources Center Limited
and to its current name, respectively.

The Company has not commenced any busincss operations since its incorporation except
for enlering into various agreements in Septernber 1993 and December 1993 with cerain
state-owned enterprises in the People’s Republic of China [the “PRC"] to acquire 53% (0
55% equity interests in six Sino-foreign equity joint ventures to be established in the PRC
as more fully described in note 5 below.

3. BASIS OF PRESENTATION

As the Company has had no active busincss operations since its incorporation,
statements of income and changes in financial position for the period ended 31 December
1993 have not been prepared. The balance sheet has been prepared in accordance with
generally accepied accounting principles in Canada.

This special purpose balance sheet has been prepared specifically for inclusion in the
Information Circular dawed 11 February 1994 relating to the proposed acquisition of all
the issued and outstanding common shares of the Company by Mt Kearsarge Minerals
Inc. Mt Kearsarge”], a company incorporated in Omario, Canada.




Sino-Wood Partners, Limited

NOTES TO BALANCE SHEET
[Unless otherwise stated, all numnbers are in Horg Kong Dollars)

31 December 1993

e ———————————————ret

3, SHARE CAPITAL

Authorized

10,000 common shares of $1.00 cach

Issued
Number of shares  Stated value

Issued for cash upon incorporation 2 2
Issued for cash on 19 April 1993 9998 9,993
10,000 $10,000

e — e

4. RELATED PARTY TRANSACTIONS

All administrative expenses of the Company since the daie of its incorporation have beer
borne by the sharcholders of the Company.

5. COMMITMENTS AND SUBSEQUENT EVENTS

(a) On 28 and 29 September 1993, the Company entered into five sCparale agrecments
with various statc-owned enterprises in Jiangxi Province, the PRC. and Jiangui
Forestry Economic & Development Company. 3 statc-owned enierprise in the
PRC. to establish five Sino-foreign equity joint veniure enierprises in Jiangxi
Province. in each of which the Company will hold a $5% equity interest. In
addition. on 8 December 1993, the Company entered into an agreement with Stase-
owned Leizhou Foresiry Bureau, a state-owned enterprise in Guangdong Province,
the PRC. to establish a Sino-foreign equity joint venture enterpeise in Guangdong
Province, in which the Company will hold a 53% equity interest

In February Im.mewﬁﬂmmmjﬁnlmemmim{cm,m -
“Joint Ventures™”] execuled six scparaie memoranda of implementation (the




Sino-Wood Partners, Limited

NOTES TO BALANCE SHEET
[Unless otherwise stated, all numbers are in Hong Kong Dollars]

31 December 1993

—_—_—_——

“Memoranda™] to clarify cerain matters in the joini venture agreements and 1o -
record the parties’ agreement 1o amend the joint venture sgreements - these
Memoranda are subject 1o the PRC government’s approval. The Memorands
stipulate, among others, that the business operations of the Joim Ventures
commence on 1 January 1994. Accordingly, neither the acquisition nor operating
results of the Joint Ventures from their respective daies of establishment 1o 31
December 1993 has been accounied for in these financial staiements.

Provided that the contractual obligations set out in the joint venture agreements are
amended as provided for in the Memoranda, the total cash contribution to be made
by the Company in order to obuain the 33% 10 55% equity interests in the Joint
Ventures amounts to U.S.$22,240,000 (approximately $171.7 million) which, in
accordance with the joint venture agreements and the Memoranda entered into with
the state-owned enterprises, is to be payable in instalments with the final instalment
due by 28 January 1996.

(b} On | January 1994, the sharcholders of the Company entered into a share purchase
and sale agreement with Mt Kearsarge to sell all the issued and outstanding
common shares of the Company in exchange for shares of Mt. Kearsarge. The
then cxisting shareholders of the Company will hold spproximately 51% of the
issued and outstanding share capital of Mt. Kearsarge afier the transaction. This
acquisition will be accounted for as a reverse takeover and for accounting purposes.
the Company will be treated as the acquirer of ML Kearsarge.



SCHEDULE €

SPECIAL RESOLUTION OF THE SHAREHOLDRS
OF MT. KEARSARGE MINERALS INC.

APFROVAL OF AMALGAMATION OF

MT. KEARSARGE MINERALS INC. AND 1028412 ONTARND INC.

BE IT RESOLVED THAT:

The amalgamation agreement dated February 11, 1994 (the " Amalgamation
Agreement”) made between Mi. Kearsarge Minerals Inc. ("Mt. Kearsarge™)
and 1028412 Ontario Inc. ("Ontco”™), a copy of which is attached a4
Schedule C to the Information Circular of Mt. Kearsarge dated February 11,
1994 accompanying the notice of this meeting, and the transactions
contemplated by the Amalgamation Agreement be and the same are hereby
approved.

Without limiting the gencrality of the foregoing, the amalgamation (the
" Amalgamation™) under the Business Corporations Act (Ontario) of Mt.
Kearsarge and Ontco on the terms and conditioas of the Amalgamation
Agreement be and the same is hereby approved.

The Board of Directors of Mi. Kearsarge be and they are “ercby anthorized to
terminate the Amalgamation Agreement and determine not to proceed with the
Amalgamation or amend the terms of the Amalgamation Agreement at any
time prior to the issuance of a Cenificate of Amalgamation giving effect to the
Amalgamation without further authorization or approval of the shareholders.

Any director or officer of Mt. Kearsarge be and is hercby authorized for and
on behalf of Mt. Kearsarge to execute Articles of Amalgamation sad to
execute and, if appropriate, to deliver all other documents and do all other
things, s in their opinion, may be necessary or desirable in comnection with
the foregoing.




SCHEDULE D
RESOLUTION OF THE SHAREHOLDERS OF
MT. KEARSARGE MINERALS INC.

APPROVAL OF ACQUISITION OF
SINO-WOOD PARTNERS, LIMITED

BE IT RESOLVED THAT:

i. mmwmwmudlmryl, 1994 {the " Acquisition
Agreement™) among Mt. Kearsarge Minerals Inc. (“Mi. Kearsarge®), CanAsia Partners
Limited, GTL Investmenis Corp.. Sino-Wood Partners, Limited ("Sino-Wood™), the
shareholders of Sino-Wood, 1028412 Ontario Inc. and others described in the Information

hereby approved.
2. MydeoﬁmofHLKmhthum
all action and to execute and deliver all W.mmm.uhmm

ofmhdimwtmuﬁmmyumnmdummmdﬂmmhmm
foregoing.

" B O ®
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SCHEDULE E
AMALGAMATION AGREEMENT

THIS AMALGAMATION AGREEMENT dated as of the 11th day of
February, 1994.

BETWEEN:
1028412 ONTARIO INC., a corporation incorporated under the

laws of Ontario .

(hereinafier referred to as "Ontco®)
OF THE FIRST PART

-and -

MT. KEARSARGE MINERALS INC., 2 corporation
continued under the laws of Ontario

(Bereinafier referred to as “Kearsarge®)
OF THE SECOND PART

mmmﬂmumxwmpmmmmwm
Corporations Act of Ontario and are governed by that Act,

MWMMWMWmmlmmﬂ
contimic as one cOrporation pursuant 1o the terms hercinafter set forth;

MWMM:ﬂufﬂmﬂMmmmnndi:mmﬂt
other of its known assets and liabilities.

| NOW THEREFORE THIS AGREEMENT WITNESSETH AS
- FOLLOWS:
1. In this Agreement:

*Agreement” means this Amalgamation Agreement;




2

"Amalka® or the "Corporation” means the continuing corporation constituled
upon the Amalgamation becoming effective;

"Amalgamation” means the amalgamation of Onice and Kearsarge as
contemplated by this Agreemens;

"Business Day™ means a day other than a Saturday, Sunday or statutory
holiday in the City of Toronto;

“Certificate of Amalgamation” means the centificate of amalgamation issued
by the Director in respect of the Amalgamation;

"Director” means the Director appointed under Section 278 of the Act;

"Effective Date™ means the effective date set forth in the Certificate of
Amalgamation issued pursuant 1o the Act with respect to the Amalgamation;

"Kearsarge™ means Mt. Kearsarge Minerals Inc.;

"Multiple-Voting Shares" means (he Class B Multiple-Voting Shares without
nominal or par value in the capital of Amako;

"OBCA" means the Business Corporarions Act {Omtario);
"Ontco” means 1028412 Ontario Inc.;

"Series A Preference Shares” mcans the Series A Preference Shares without
nominal or par value in the capital of Amako: and

"Subordinate-Voting Shares” means the Class A Subordinate-Voting Shares
without nominal or par value in the capital of Amalco.

Onico and Kearsage hereby agree to amalgamaie and 1o continue as one

Cl;:rpunliun pursuant 1o the provisions of the Act on the terms and conditions set for in this

Agreememn.

3.

4

The name of Amalco shall be SINO-FOREST CORPORATION.
The regisiered office of Amalco shall be in the Municipality of Metropolitan

Toronto in the Province of Ontario, Until changed by the board of directors, the address of
the registered office of Amalco shall be Suite 2004, P.O. Box 86, 200 King Street Wesi,
Toronto, Omario, MSH 3T4.




(a)

(L)

(c)

6.

The anthorized capital of the Corporation shall consist of the following:

An unlimited number of Class A Subordinate-Voting Shares (hereinafter
referred to as the "Subordinate-Voting Shares™);

6,000,000 Class B Multiple-Voting Shares (hercinafier referred to as the
“Multiple-Voting Shares”); and

An unlimited number of Preference Shares issuable in series, of which the first
series consists of 6,000,000 Series A Preference Shares.

The Multiple-Voting Shares and the Subordinate-Voting Shares shall have

attached thereio the following rights, privileges, restrictions and conditions:

(a)

(b)

Dividends

The Subordinate-Voting Shares shall rank in priority to the Multiple-Voting
Shares as to0 the payment of dividends. No dividends shall be declared or paid
on the Multiple-Voting Shares in any fiscal year of the Corporation unless in
such fiscal year dividends shall have been declared or paid on the Subordinate-
Voting Shares in an amount per sharc al least equal to or equivalent to the
amount of the dividend per share proposed to be declared or paid on the
Muhtiple-Voting Shares.

Subdivisions, Consolidations and Other Changes

In the evem of:

{iy any subdivision, consolidation, reclassification or other change in the
Muitiple-Voting Shares or the Subordinale-Voting Shares; or

(i) any reorganization of the share capital of the Corporation affecting in
any manner the Multiple-Voting Shares or the Subordinate-Voting
Shares; or

(i} the amalgamation of the Corporation with any other company or
companics,

appropriate adjustments shall be made 1o the dividend rights provided for in
section (a), the voting rights provided for in section (c), the dissolution rights

o
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(e)
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provided for in section (c) and the conversion rights provided for in sections
(1), and (g) so as to preserve the rights of the Multiple-Voting Shares and the
Subordinate-Voting Shares, inter se, in all respects.

Voting Rights

(1)  The holders of the Multiple-Voting Shares shall be entitied to receive
nmic:uf.aumd{inpcmmmhypm:ﬂmﬂspnkuaﬂmaﬂhpu[
mmmamcw{mmmmmm
mﬁurﬂumofmymhﬂchnnfmmﬂucmﬂﬂ
myuﬁnnfﬂumufmjmhoﬂ:rchunhhm}muﬂlmh
msmmmnﬂmuumvmmmuuﬁHm
five (5) votes in respect of each Muliple-Voting Share heid by them.

() mmmmmmwvmsmmum;u
m:iv:nutimof.mnd{inpﬂmmbypm:ﬂndspﬂkaﬂ!
mnﬁimﬂlhﬂmdthCW{mmm

Corporation or of any series of shares of any such other class of shares)
wnﬂlmhmhpmm&ndmemm\'uﬁnm
ﬂuﬂhmﬂhﬂmm{l}mhmmmmﬁ'ﬁq
Share held by them.

Restrictions

The hoklers of the Multiple-Voting Shares and the holders of the Subordinate-
vaoling Shamslullnntuwchheuuimdmdisﬂhmunfuj
amendment referred to in clause 170(1)a), (b) and () of the Business
Corporations Act, as from time (o time MWMHHM
"OBCA").

Dissolution

the Subordinate-Voting Shares, and subject o the payment of all dividends
whichhwchnmduhmdunlhuuhiph-\rwqhwnnhm
Voling Sm:sbulumlhnnpiﬁ.illheﬂﬂofthw,ﬁmﬂinlu
winding-up of the Corporation, whether voluntary or involuntary, or say other
diuﬁhuiunufmotmcmmmmmmw
of winding-up s affairs, the holders of the MuNiple-Voting Shares and the
m:mammmmmmmumummmm
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assets of the Corporation in equal amounts per share, without preference or

Optional Conversion of MuMtiple-Voting Shares into Subordinate-Voting
Shares

Each holder of Multiple-Voting Shares shall be entitled at any uime and from
time to time to have all or any pan of the Multiple-Voting Shares held
converted into fully-paid and non-assessable Subordinate-Voting Shares upon
the basis of one (1) Subordinale-Voting Share for each Multiple-Voting Share
in respect of which the conversion right is exercised. The conversion right
provided for in this section (f) shall be exercised by nctice in writing given to
the transfer agent a1 its principal office in Toronto accompanied by the
centificate of cenificates representing the Multiple-Voting Shares in respect of
which the holder desires 10 exercise such right of conversion. Such notice
shafl be executed by the person registered on the books of the Corporation as
the holder of the Multiple-Voting Shares or by his or her duly authorized
atomey and shall specify the number of Multiple-Voting Shares which the
holder desires 1o have converied into Subordinate-Voting Shares.  Afier the
giving of a notice in writing, the aotice of the holder of Multiple-Voting
Shares shall be irrevocable. The holder shall pay any governmental or other
tax imposed on or in respect of any such conversion. Upon receipt by

the transfer agemt of such notice and a cenificate or certificates in respect
thereof, the Corporation shall issue, or cause 10 be issued (0 the holder so
exercising the conversion right in respect of Multiple-Voting Shares, a share
centificale representing the number of Subordinate-Voting Shares to which such
holder is entitled upon the basis prescribed in accordance with the provisions
heteof. 1f less than all of the Multiple-Voting Shares represented by any
cenificate are to be converted, the holder shall be entitled to receive a new
cestificale representing the number of Multiple-Voting Shares which are not to
be coavered.

Ceuversion of Multiple-Voting Shares into Subordinate-Veting
Shares upen Transfer of Multiple-Veling Shares

(1)  In this section, the following terms shall have the following meanings:

{a) "Assumption Agrecmenl” means an agreement whereby the
Transferee of Multiple-Voting Shares agrees to be bound by the
Coantail Agreement, which Assumption Agreement shall be in a
form acceptable to the Trusiee;




®)

(<)

(d)

(e)

N

(h)

(i

@

"Business Day” means a day other than 2 Satunday, Sunday or
statutory holiday in Toronto, Ontario,

"Capital Reorganization” mwmnmdﬂnwinl
of the Corporatiyn including, without limitation, any
consolidation, merger, amalgamation or arrangemest of the
Cmmwhhmmaﬂhrw.:ﬁmoﬁeﬁu
or any redesignation, reclassification, consolidation or
subdivision of the Multiple-Voting Shares;

" Coattail Agmum'mth:mluumﬁm:
mcmh,mrmﬂmwmam

*Muhtiple-Voting Sharehokler* means the beneficial owner of
the Multiple-Voting Shares at the date of issue thereof or 2
mmm(u.hmnﬂuﬂlrmﬂ&rh
mwnmnphu}mmm-mmm
mmumamumm-vmm,
the beneficial owner thereof);

«Permitted Transfer” means a Transfer of Muliple-Voting
smmammmmmn:

"Wmn”mmmﬂmvm
Shares that is not a Permitted Transfer;

“Transfcs” means any gift, sale, assignment, devolution,
ransmission, transfer, pledge, mortgage, charge, hypothecation,
other encumbering or grant of a security imerest and
"Transferee” has a cosresponding meaning;

"Trustec” means the R-M Trust Company, Of any SUCCESSOl
tmﬂmapwmmmmmwwnd

"Voting m:iy'm:mmrimdbylwdu
msmmmmuuyMﬂHMﬂ

mw(mammmmmmm
uwnthhmnnhluhmumywmmmndmlh
mimh}mm&wﬂﬂhhﬂmﬂmd
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assets of the Corporation in equal amounts per share, without preference or
stinction.

Optisnal Conversion of Multiple-Vating Shares into Subordinate-Voting
Shares

Each holder of Multiple-Voting Shares shall be entitled at any time and from
tirme 10 time 10 have all or any pan of the Multiple-Voting Shares held
converted into fully-paid and non-assessable Subordinate-Voting Shares upon
the basis of one (1) Subordinate-Vioting Share for each Multiple-Voting Share
in respect of which the conversioa right is exercised. The conversion right
provided for in this section (f) shall be exercised by notice in writing given to
the transfer agent at its principal office in Toronto accompanied by the
cemtificate or certificates representing the Multiple-Voting Shares in respect of
which the holder desires to exercise such right of cosversion. Such notice
shall be executed by the person registered on the books of the Corporation as
the holder of the Multiple-Voting Shares or by his or her duly anthorized
attomey and shall specify the number of Multiple-Voting Shares which the
holder desires to have converted into Subordinate-Voting Shates.  Afier the
giving of a notice in writing, the notice of the holder of Multiple-Voting
Shares shall be irrevocable. The holder shall pay any governmental or other
tax imposed on or in respect of any such conversion. Upon receipt by

the transfer agemt of such notice and a cenificaie or certificales in respect
lw.hcwmﬂim.mmmhiuwdmthmm
exercising the conversion right in respect of Muhtiple-Voting Shares, a share
centificale representing the number of Subordinate-Voting Shares 1o which such
holder is entitled upon the basis prescribed in accordance with the provisions
hereof. If less than all of the Muliple-Voting Shares represented by any
cenificate are to be converted, the holder shall be entitled to receive a new
certificate representing the number of Multiple-Voting Shares which are not (o
be converted.

Coaversion of Mulliple-Voling Shares inte Subsrdinste-Veling
Shares upen Transfer of Multiple-Veoting Shares

(1)  In this section, the following terms shall have the following meanings:

{a) ~ Assumption Agreememt” means an agreement whereby the
Transferee of Multiple-Voting Shares agrees 1o be bound by the
Coattail Agreement, which Assumption Agreement shall be in a
form acceptable 1o the Trustee;
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(c)
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(¢)

(f)

®

(h)

(i)
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“Business Day”® mnnudwmhﬂmlmy,sﬂnﬁyur
statutory holiday in Toronto, Ontario;

Capital W'mmyWﬂmm
of the Corporation including, without limitation, any
consolidation, w.wionmmnlﬂe
Cnrpuminnwithurilm:mﬂnmpnmim.nﬁmm
or any redesignation, reclassification, comwlidation or
subdivision of the Mukiple-Voting Shares;

puminadTrmfm{nr.inmmd:Tmfﬂin
accoraance with paragraph (g)(4)(c) to a financial institution that
thereby mmmdmu{mmmﬂm.
the beneficial owner thereof);

~Permitted Transfer” means a Transfer of Muktiple-Voting
Shares that is permitted under subssction (g)(4);

*Prohibited Transfer” mny'rum&:rofwvm
Shares that is not a Permitted Transfer;

"Transfcr” means any gift, sale, assignment, devolution,
transmission, (ransfer, pledge, morigage, charge, hypothecation,
other encumbering or grant of a security islerest and
~Transferee” has a cormesponding meaning;

*Trustee” means the R-M Trust Company, of any Sucoessor
:mwmpummmucmw;m
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another class or of a particular series are entitled to vote, and
also includes a security issued by the Corporation that is
convertible into, changeable into or exchangeable for such a

security.

As a condition of the issue of any Muhiple-Voling Shares the
Corporation shall canse the registered holder of the shares to be issued
10 execute and deliver a Coattail Agreement, which agreement shall
incorporate the provisions of this section (g).

For the purposes of this section (g), any Transfer of Voting Securities
of any corporation which ai the time of such Transfer beneficially
owns, directly or indirectly, any Multiple-Voting Share, shall

be deemad to be a Transfer of the Mukiple-Voting Shares beneficially
owned by such corporation, and such deemod Transfer shall be a
Permitied Transfer provided that such deemed Transfer is made in
accordance with the provisions of subsection (g){(4).

The Multiple-Voting Shareholder shall not effect 2 Transfer of any or
all of the Multiple-Voting Shares, unless such Transfer is made in
accordance with subsection (g}(6) and such Transfer is:

(a)  made to a person who at the time of the Transfer is a Multiple-
Voting Sharcholder or to a corporation which is wholly owned,
directly or indirectly, by a person who at the time of the
Transfer is a Muktiple-Voting Shareholder;

{b) made to a purchaser that:

)] has offered to purchase all or substantially all of the
outstanding Multiple-Voting Shares; and

(i)  has made an offer (o purchase all or substantially all the

outstanding Subordinate-Voting Shares that is identical in
* terms of price per share and in all other material respects

1o the offer for the Multiple-Voting Shares and that has
no condition attached other than the right not to take up
and pay for Subordinate-Voting Shares tendered if no
Multiple-Voting Shares are purchased pursuant to the
offer for the Multiple-Voting Shares; and
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(iii) has complicd wilh the terms of the offer for both the
Subordinate-Voting Shares and the Multiple-Voting
Shares; or

(<) midewmammlhcgmhsahmuﬁty interest by way of
pledge, hypothecation or otherwise, whether directly or
indirectly, in the Multiple-Voting Shares (o any financial
institution with which the Multiple-Voting Shareholder deals at
arm’s length {whhinﬂmmnintuflhnlm'l'n Act
(Canada)) in connection with a bona fide borrowing.

Any “Transfer made in accordance with this subsection (g}(4) shall be a
Permitted Transfer.

(5)  Nothing in this section (g) shall prevent 2 Multiple-Voting Sharcholder,
at any time or from time to time, from:

(a) effecting a Transfer of Subordinate- Voting Shares or any interest
therein,

(b)  convening any maﬂnfﬂnuuhipb-?uiﬂlsmwwil
into Subordinate-Voting Shampumﬂmd:mnvcnimri;h
contaired in section (f) hereof; o¢

(c)  narticipating in any Capi nempnimionuﬁhew
pmidadum:ﬂrpprmﬂ:dlhmr!uhhc
Cmpnratinnlhﬂmlybemin.dhth. regulatory policy, the
rules of any ﬂmkaxclnmmw!ﬁchlhemv’uhg
Sh:mumlistedurlh:uﬁﬂasﬂth:tnrpnﬂtimmﬂhw
first been obtained.

(6)  1f the Muhiple-Voting Shareholder proposes to effect a Transfer of any
or all of the Muiple-Voting Shares (the “Proposed Transfes"), it shall,
not less than five Business Dlrspliunulhuhllﬁ:dformdl
Proposed Transfer give wriummimafthuhmdmmth:
Trustee, whkhmmﬁmﬂnmﬁhﬂwmmm
Tmﬂmmdmnnhnwhumn:rmdmium
Transfer and (o determine which parties, if any, must execuie an
Assumplion ﬁ;mwmﬂm:hi:nbmh:lﬂdﬂimmm
Trustec a copy of the mpmuwm;mwm
Tmsrm.mcmmm“ymmu.hmw
with subsection (g}(4), would become Multiple- Voting Shancholders by
virtue of the compietion of the Proposed Transfer.
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For greater centainty, nc Proposed Transfer may be cffected until the
procedures set out in this subsection (g)(6}, have been completed.

If the Trustee becomes aware, al any time whatsoever, that a Transfer
(including a deemed transfer pursuant to subsection (g)(3) hereof) has
occurred that in its opinion constitutes a Prohibited Transfer, the
Trusiee shall immediately give notice thereof 1o the Corporation and the
Mutiple-Voting Shareholder, whereupon the Muhiple-Voting
Shareholder shall have the right to take such action as may be
necessary (o satisfy the Trusiee, within 30 days or such longer period
of time as the Trustee shall consider to be appropriate in the
circumstances, that the Transfer, in guestion:

{a) was not 3 Prohibited Transfer; or

()  has been reversed to the satisfaction of the Trustee, acting
reasonably;

failing which, in the case of a Prohibited Transfer, the procedure set
forth in section (g)(8) shall be commenced.

If a Prohibited Transfer has occurred and is continuing (hereinafter
referred to as an "Event”), the Trustee shall at the expiration of the
time period set out in section (g)(7) give notice (the "Notice®) in
writing of the Event to the holder(s) of record of such transferred
Muttiple-Voting Shares in such manner as the Trustoe may consider
appropriate. Upon giving the Notice, all Multiple-Voting Shares
transferred by viriue of the Prolubited Transfer shall be automatically
convened into Subordinate-Voting Shares cffective upon the dale of the
Notice without the requirement of any action on the pan of the
Corporation, the holders or the transfer agent. A centificate(s)
representing fully paid and non-assessable Subordinate-Voting Shares
into which such Multiple-Voting Shares were converted shall be issued
or be caused to be issued by the Corporation upon the cancellation of
such Multiple-Voting Shares Centificate(s). The Notice shall set forth
the date of the occurrence of the Prohibited Transfer and shall state that
such Multiple-Voting Shares have, upon the giving of the Notice, been
automatically converted into Subordinate-Voting Shares.

In the cvent that a Multiple-Voting Shareholder (or in the case in which
the Multiple-Voting Sharcholder is a corporation, the beneficial owner
of such corporation) should cease, for any reason whaiever, 10 be a
director or officer of the Corporation for a period of 12 consecutive
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months, then all the Multiple-Voting Shares beneficially owned,
directly or indirectly, by such Multiple-Voting Sharchoider shall be
antomatically converted into Subordinate-Voting Shares of the
Corporation effective upon the end of such 12-month pericd, without
the requirement of any miunmthepmuflhecorpm:ﬁon.tlthnldﬂ
or the transfer agent. Upon the automatic conversion of Muitiple-
Voting Shares into Subordinate-Voting Shares, the Corporation shall
immmumummmmmmpﬁ
Subordinate-Voting Shares into which such Muhiple-Voting Shares
were converted and al! such Multiple-Voting Shares beneficially owned
by such Multiple-Voting Shareholder shall be automatically cancelled.

On December 31, 2014 or, inih:wﬂlﬂlnﬂmyﬁmeprinrtlmﬁo
mmwismifmmmmmvmmuam
should cease to own beneficially, di.-nﬂlrmiuﬁmﬂy.uluatzﬂl of
the issued and outstanding Subordinaie-Voting Shares (an " Automatic
Cmvmhnﬁm'}.m:m:hﬂnmupmﬁbhmemﬁm
(the “Conversion Notice®) in writing of the Automatic Conversion
Bvcmmﬂlhnutnofmrdofwmvuhlmw

Voting Sln:ﬂafthel:urpuuﬂnnllmytimﬂﬂuﬂﬂmdpﬁmmlhe
dﬂcuflhﬂﬂmveﬁinnﬂmiceiumthHﬂtTmﬂumy

consider appropriate. Upon giving the Conversion Notice, all Multiple-
Voting Shares shall be automatically converted into Subordinate-Voting

requirement of any mimmtl:pirtufth:{:atpmﬂiﬂn,lhmﬂ:nw
the transfer agent, then all the Multiple-Voting Shares then issued and
outstanding shall be automatically converted into Subordinate-Voting
Shmufmtomouﬁmcﬁecﬁveuumhmmm

the transfer agent. Upon the automatic conversion of Muhiple-Voting
Shares into Subordinale-Voting Shares, the Corporation shall issue or
mxm&immmmmmmuymﬂm
Voting Shares into which the Multiple-Voting Shares were converted
and the Multiple-Voting Shares shall be automatically cancelied.

Equality

Save as aforesaid, each Mukiple-Voting Share and cach Subordinase- Voting
Share shall hawthemriglusmﬁmmumﬂmin:ﬂmm‘
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The rights, privileges, restrictions and conditions attaching to the Preference

Shares issuable in series are as follows:

(a)

(b)

(c}

Series

The Preference Shares may be issued at any time or from time to time in
series, cach series 10 consist of such number of Preference Shares as shall be
se1 by the board of directors; each series shall be appropriately designated by
some distinguishing number, letter or title. The Preference Shares of each
series shall rank on a parity with the Preference Shares of every other series
with respect to priority in payment of dividends and retum of capital in the
event of the liquidation, dissolution or winding up of Sino-Forest and have a
preference over the Class A Subordinate-Voting Shares and the Class B
Multiple-Voting Shares and any other shares ranking junior to the Preference
Sharcs.

Directors

The board of directors shall determine the designations, rights, privileges,
restrictions, conditions and other provisions to be attached to the Preference
Shares of cach series, subject to the limitations contained herein.

Restrictions

The holders of record of the Preference Shares shall not as such be entitled to
dissent in respect of any amendmem referred to in clauses 170(1)(a), (b), and
(e) of the OBCA.

The first series of Preference Shares shall consist of 6,000,000 shares which

5M!]h¢dmgmlﬂdﬂ?mf:m: Shares, Serics A (hereinafier referred to as the “Series A
Preference Shares™) and which shall, in addition and subject (o the rights, privileges,
restrictions and conditions attaching to the Preference Shares as a class, carry and be subject
to the following rights, privileges, restrictions and conditions:

(a) Voling

Except as otherwise required by the OBCA, the bolders of the Series A
Preference Shares shall not be entitled to receive notice of or 1o altend
any meetings of sharcholders of the Corporation or to vote at any such
mecting.




(b)

()

(d)

Dividends

Thnhnldu!nfScriﬂﬁmemShmMImthﬂiHm
receive any dividends.

Suhjmmthm.mcmﬂ;uuymmmn.
l??ﬁmdmnthewhnh,huﬂplnnf.thilﬂdhﬁhm
SInmsmplnymnthmmhmdaﬁﬂdumw
1o $0.01 per share (in lawful moncy of Canada) (the *Redemption
Price").

umnltmmmmdmmammhum
hwwﬂvdnﬁudmhm‘ucwmmm
mtmmays'mm-mdmm.mh

chﬂcrndhnimlmﬂmin(‘m.uwﬁdinum
mmurmmmrmmm.umamuumsm
mwﬂmﬂfmmuhwmﬁmmhw
inmﬁmmmmmﬁwmﬂﬂmw
Price. u,mawmmmuw
and will not be reissved, sold or transferred.




(¢) Conversion Rights

(1)  Each holder of a Series A Preference Share shall be entitled a
any time and from time to time prior to March 31, 1996 to have
all or any part of the Series A Preference Shares held converied
into fully paid and non-assessable Multiple-Voting Shares upon
the basis of one (1) Multiple-Voting Share for each Series A
Preference Share in respect of which the conversion right is
exercised, provided that such conversion rights shall be
conditional upon and shall not come imo effect unless:

(a) the closing price of the Subordinate-Voting Shares on the
Canadian Dealing Network (the “CDN") (or if such
shares are listed on a stock exchange in Canada, on such
stock exchange) for forty-five (45) consecutive trading
days (i) shall have exceeded $1.67 per share; or (ii) in
the event that on the date of notice of conversion an
aggregate of S0% or more of the Series A Share
Purchasc Warrans of the Corporation shall have been
validly exercised, shall have excoeded $2.25 per share;
or

(t)  the Corporation has reported net income afier taxes of
not bess than $4,000,000 on the audited financial
statements of the Corporation for the year ended
December 31, 1994,

For the purpose of determining the closing price of the
Subordinate-Voting Shares on any day on which no Subordinate-
Voling Shares have traded, the closing price shall be deemed to
be the average of the bid and ask prices of such shares on the
CDN or such other stock exchange.

Subject to the foregoing, the conversion privilege herein
provided for may be exercised by notice in wriling given o a
transfer agent of the Corporation accompanied by the certificate
or cenificates representing the Scries A Preference Shares in
respect of which the holder desires to exercise such right of
conversion and such notice shall be signed by the person
registered on the books of the Corporation as the holder of
Scrics A Preference Shares in respect of which such right is
being exercised or by his duly authorized attomey and shall
specify the number of Serics A Preference Shares which the
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holder desires to have converted. The holder shall also pay any
gummeuﬂlnrmlmmimpmndinrupactnt'mh
transaction. Upnnmmiﬂnfmchnmimﬂ:tmpmlﬁmm
im,mmmh:imd.muﬂhmmunﬁurﬂlyplﬂ
Mukipb\'otiﬂ;ﬂhmuponﬂnhui:m;nmihdudin
mmmwhhﬂnpmmmﬂmmemnrmh
me:m!htﬂrqrmudbyth:mrﬁfmmmﬁﬂmﬂ
accompanying such notice. If less than all the Series A

slmﬂwilﬂjhlhoﬁ[iﬂlﬂﬂifmmﬂmﬂmt:
converied.

Inmmmsuinamfmsm:nﬂmmuum
vmsummummmm.mw.
W{mfmmmu{&ﬁmﬁnﬁm
Shuusi:m“uhiﬁe—?uin;ﬁhuupumﬂmmwh{v)
mﬂoﬁmawfm:mﬂmmnlhruh
ﬂwmmm&rchn.wmmmun#
inﬂ:ﬁ;m:ndmndiﬁumwmm&w
Shlmandmﬂwuuniple»\'oﬁuMmumnﬁMHﬂ
mﬂthmlﬂiwﬁﬁsofthcho&fulmmﬂﬂchﬂ
the said classes.

()  Variatien of Rights

mmndMMAmf:msmmﬂmhmm
mmlynachnmmiuupmlpmwmﬂdﬂ:
articles:

(1

2)

:un:mmdmmwmmmum
mﬁm:uamum«mwugmm
uf:uthmiudshamahnymhrchuarmiﬂhﬂudghur
privilegesquﬂursumeﬁurmmunmdmhchnum;
or

locﬂ#:mchumu:hﬂshiﬂamﬂutn‘ﬂhrmlh
shares of such class or series.

The holders of any cuummnfmummnmumu
disscmmdshallnmbumitladtummpamlyu:muwmhmlplwm
amend the articies of Amalco to effect an cxchange, reclassification or cascelistion of shares
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of such class or series thereof or to create a new class or series of shares equal or superior to
the shares of such class or series.

10. There shall be no restriction on the business which Amalco is authorized to
carry on or on the powers that Amako may exercise.

11. The by-laws of Onico shall, 1o the extent not inconsistent with this Agreemest,
be the by-laws of Amalco until repealed, amended, aktered or added to.

12. The board of directors of Amalco shall, until otherwise changed in accondance
with the Act, consist of a minimum of three (3) and a maximum of ten (10) directors, the
number of which shall be fixed from time to time by the directors.

13. On the Effective Date, the number of directors shall be five. The first

directors of Amalco shall be the persons whose names and addresses appear below:

Tak Yuen Chan Fim A, Block 11 British Dependent
Stage 2, Whampoa Garden Territories
Kowloon
Hong Kong

Kai Kit Poon 8/F, 91 Hennessy Road British Nationals
Wanchai (Overseas)
Hong Kong

John Thompson 29 Lynngrove Avenue Canadian
MSX IMS

fames F. O'Connell 34 Fifeshire Road Canadian
Toromto, Ontario
M2L 2G0

Edmund Mak 2935 West 35th Avenue Canadian
Vancouver, B.C.
V6N 2MS

14. The said first directors shall hold office until the first annual mesting of

Amalco or until their successors are elected or appointed. The subsequent directors shall be
clected each year thereafier by ordinary resolution st either an annual meeting or 3 special
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mecting of the sharcholders. The directors shall manage and supervise the management of
the business and affairs of Amalco, subject to Jhe provisions of the Act.

15. Without limiting the borrowing powers of Amalco as set forth in the Act, as
amended from time to time, Amalco may, from time to time, with or without the authority of
any by-laws or the aulhorization of the sharcholders:

()  borrow momey upon the credit of Amalco including by way of overdraft;

(b)  issue, reissue, sell or pledge bonds, debentures, notes or other evidences of
indebiedness or guarantees of Amako whether secured or unsecured; and

(c)  charge, morigage, hypothecate, pledge or otherwise create a security interest
in the undertaking or in all or any curmrently owned or subsaquently acquired
real or personal, movable or immovable property of Amalco, including book
debts, rights, powers and franchises, to secure any such bonds, debentures,
notes or other evidences of indebiledness or guarantees or any other present or
future indebtedness or liability of Amalco.

16. The shares in the capital of Ontco and Kearsarge which are issued and
outstanding immediately prior to the Effective Date shall, on and from the Effective Date, be
converted ino issued and outstanding shares in the capital of Amaico as follows:

(3)  the holders of the common shares of Ontco shall receive one (1) issued and
fully-paid and non-assessable Subordinate-Voting Share of Amalco for each
common share of Ontco then held by them; and

(b)  the holders of common shares of Kearsarge shall receive one (1) fully paid and
non-assessable Subordinate-Voting Share of Amalco for each tea (10) common
shares of Kearsarge then held.

17. On and afier the Effective Dale, the Series A Share Purchase Warrants of
Onico shall become an obligation of Amalco and shall be exercisable for Subordinate-Voting
Shares of Amalco (in lieu of common shares of Ontco) bul otherwise shall be in accordance
with the 1erms and conditions set out therein.

18. Fractional Subordinate-Voting Shares of Amalco will not be issued. A holder
of common shares of Kcarsarge who would otherwise be entitled to receive a fraction of a
Subordinate-Voting Share of Amalco shall be issued a whole Subordinate-Voting Share of
Amako.
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Upon the endorsement of the Certificate of Amaigamation under the Act:

() Ontco and Kearsarge are amalgamated and continue as one COTporation
effective on that date under the terms and conditions prescribed in this
Amalgamation Agrocment;

()  Amalco possesses all the propenty, rights, privileges and franchises and is
subject to all liabilities, including civil, criminal and quasi-criminal, and all
contracts, disabilities and debts of each of Omco and Kearsarge,

{c)  a coaviction againsi, or ruling, order or judgment in favour of or against
Ontco and Kearsarge may be enforced by or against Amalco;

(d) the Anicles of Amalgamation shall be the anicles of incorporation of Amalco
and the Certificate of Amalgamation, except for the purposes of subsection
117(1) of the Act, shall be deemed to be the centificate of incorporation of
Amaico; and

(¢)  Amalco shall be deemed to be the party plaintiff or the party defendant, s the
case may be, in any civil action commenced by or against Ontco and
Kearsarge before the Amalgamation has become effective.

20. At any time prior io the endorsement of a Centificate of Amalgamation under
the Act, this Agrecment may be terminated without cause os reason by the boand of directors
of either Onco and Kearsarge, notwithstanding the approval of this Agreement by the
sharcholders of both or either of them.

21. Subject to section 18 above, upon (he shareholders of Onico and Kearsarge
approving this Agreement in accordance with the provisions of the Act, Ontco and Kearsarge
shall complete and send to the Director articles of amalgamation in prescribed form
providing for the Amalgamation upon and subject to the terms and conditions of this
Agreement.
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taws of the province of Ontario and the federal laws of Canada applicable herein.
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COMPILATION REPORT

To the Direcrors of
Simo-Wood Partaers, Limited

We have reviewed, as 1o compilation only, the sccompanying pro-forma combined
stasserments of operating income of the Sino-foreign equity joint venture enterprises viz.
Jiangx} Ganjis Wood Indwstrial Company Limited, Jisngxl Ganzhon Pengcheng
Chemical Industry Company Limited, Jisngxi Chuigang Forest Products & Chemical
Industry Company Limited, Jiangzi Dongyuan Chemical Industry Company
Limited, Jiongxl Xussong Forest & Chemical Industry Company Limited, and
Zhanjiang Leizhou Encalypt Resources Development Company Limited, for each of
the years in the three year period ended 31 December 1993 which have been prepared for
inclusion in the Information Circular daied 11 February 1994 relating to the proposed
acquisition of all the issued and outstanding common shares of Sino-Wood Panners,
Limited by Mt Kearsarge Minerals Inc. In our opinion, the pro-forma combined statements
of operating income have been properly compiled to give effiect to the proposed transactions
and the assumptions described in the notes thereto.

Hong Kong. Ehst ¢ a7

i1 February 1994, Certified Public Accountants

& F Gt Lag'e Doviy. 73 Mo Sond. Wiantigl, Hovy Sany
&7 Word Comsnaere Canire. U0 Civibion Rl Sowinin. many leng




Joint Ventures

PRO-FORMA COMBINED STATEMENTS OF OPERATING INCOME

31 December 1993

Unaudited - see Compilation Report

1993 1992 1991

Rmb’'000 Rmb'000  Rmb'000

Sales, net of sales taxes  [nove 4}
Cosi of sales  [note 5

119,198 58,057 19,284
96,947 46,609 69.337

Gross profit 22,251 11,448 9.947
i and administrative 4,352 5.701 2,393
17.899 5.747 7,534
1993 1992 1991
{note 2} C3$'000 C$'000 C$'000
Sales, net of sales taxes 18,215 8,472 12,116
Cosi of sales 14,815 7.123 10,596
Gross profit 3.400 1,749 1,520
Selling, general and administrative expenses 663 871 3166
. 2,735 878 1.154

See accompanying notes

On behalf of the Board:
Disecior

Wai Ling Chan
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NOTES TO THE PRO-FORMA COMIINED STATEMENTS
OF OPERATING INCOME
[All abular numbers are in thousands of Renminbi]

31 December 1993 Unaudited - see Compilation Repont

1. GENERAL

On 28 and 29 Sepiember 1993, cerin state-owned enterprises [the “Jiangxi Suale-owned
Enterprises”] in the People's Republic of China [ibe “PRC”], and Jiangxi Forestry Economic
& Technology Development Company [“JFE&TDC"], a state-owned enterprise in the PRC,
entered into five separate agreements with Sino-Wood Partners, Limited [*Sino-Wood™] for
the establishment of five Sino-foreign eguity joint venture enterprises in the PRC, in each of
which Sino-Wood will hold a 55% equity interest. In addition. on 8 December 1993, Leizhou
Foresiry Bureau, a stale-owned enterprise in the PRC, entered into an agreement with Sino-
Wood o establish a Sino-foreign equity joimt venture enterprise in the PRC, in which Sino-
Wood will hold a 53% equity interest. The Jiangxi State-owned Enterprises and Leizhou
Forestry Bureau [collectively, the “"Preceding Enterprises”™) are principally engaged in the
production and trading of forestry related chemicals and products.

In February 1994, the panies 10 the six Sino-foreign equily joint venture enterprises viz.,
hangxi Ganjia Wood Industrial Company Limited, Jiangxi Ganzhou Pengcheng Chemical
Industry Company Limited, Jiangxi Chuigang Forest Products & Chemical Indusiry Company
Limited, Jiangxi Dongyuan Chemical Industry Company Limited, Jiangxi Xuesong Forest &
Chemical Indusiry Company Limited, snd Zhanjiang Leizhou Eucalypt Resources
Development Company Limited [collectively, the “Joint Ventres”], executed six separate
memoranda of implementation [the “Memoranda™) to clarify certain matters in the joint
venture agreements and o record the parties’ agreement 10 amend the joint venture agreements.
These Memoranda are still subject 10 the PRC government's approval. The Memoranda
stipulate, among others, that the business operations of the Joimt Ventures will commence on 1
January 1994,

In accordance with the various agreements, capital contributions to the Joint Ventures by the
Preceding Enterprises are in the form of fixed assets, inventories and cash. Capital
contributions by JFE&TDC and Sino-Wood are in the form of cash.



Joint Ventures

NOTES TO THE PRO-FORMA COMBINED STATEMENTS
OF OPERATING INCOME
[All tabular numbers are in thousands of Renminbi)

31 December 1993 Unaudited - see Compilation Report

T

2, BASIS OF PRESENTATION

These special purpose pro-forma combined stalements of operating income of the Joint
Ventures for each of the years in the three year period ended 31 December 1993 [the
“Reporung Period”] have been prepared by manageme.u, for the purpose of providing rejevant
financial information with respect 1o the historical operating results of the business operstions
of the Preceding Enterprises 1o be contributed 1o the Joint Ventures, for inclusion in the
Information Circular dated 11 February 1994 relating to the proposed acquisition of all the
issued and outstanding common shares of Sino-Wood by Mt Kearsarge Minerals Inc.. These
wmmmfmcmhmmumuﬂwlmﬂummdmum
as if the business operations of the Preceding Enterprises had been operated as Sino-foreign
equity joint venture enterprises throughout the Reporting Period.

These special purpose pro-forma combined suements of operating income have been prepared
by management in accordance with generally accepted accounting principles in Canada
[“Canadian GAAP"]. Canadian GAAP differs from that used in the statutory financial
statements of the Preceding Enterprises, which were prepared in accordance with the
accounting regulations applicable to state-owned enterprises in the PRC. Accordingly, the
income reported in these special purpose pro-forma combined statements of operating income,
after giving effect 10 all material adjustments required 10 comply with Canadian GAAP, differs
from the income reporied in the statutory financial statlements of the Preceding Enterprises
derermined under the accounting regulations applicable o staie-owned enterprises in the PRC.

Since the Joint Ventures are not assuming any of the liabilites of the Proceding Enterpriscs, are
not expected 1o have sigaificant foreign exchange exposure on monclary assels o liabilities
denominated in foreign currencies and arc not expected to have extemnal borrowings. the pro-
forma combincd operating results presented herein exclude the inierest expenses and foreign
exchange differences which the Preceding Enicrprises have incurred as pan of their historical
operating results.




Ventures

NOTES TO THE PRO-FORMA COMBINED STATEMENTS
OF OPERATING INCOME
[All abular numbers are in thousands of Renminbi)

31 Decernber 1993 Unaudited - see Compilation Repon

Exchange Adjustment Centre exchange rate fthe “Swap Rate™] of Rmb 8.702 = US$1.00
prevailing at the close of business on 4 February 1994 and the exchange rate of C$1.00 = US$
0.752 on 4 February 1994, as there exists no Swap Rate 1o translate Renminbi directly into
Canadian dollars.

3 SIGNIFICANT ACCOUNTING POLICIES

Sales

Sales represent the invoiced value of goods sold, net of rerurns and sales tanes.

inventories

inventories are stated at the lower of cost and net realizable value. Cost comprises direct
materials and, where applicable, direct labour costs and those overheads that have been incurred
io bring the inventories 10 their present location and condition, and is calculated using the

weighted average method. Net realizable value represents the anticipated selling price less all
further costs for completion and disiribution.

Depreciation and depletion

Depreciation is provided to write-off the cost of fixed assets over their estimated useful lives
using the straighi-line method. The estimated useful lives of fixed assets are as follows:

Building 30 10 50 years
Plant, machinery, and equipment 8 w 20 years
Motor vehicles 8 w 10 years




Joint Ventures

NOTES TO THE PRO-FORMA COMBINED STATEMENTS
OF OPERATING INCOME
[All tabular numbers are in thousands of Renminbi)

31 December 1993 Unaudited - see Compilation Report
M

Depletion of timber is provided on the unit of production basis.
Cmmmmpmwfmhuﬁdmmﬂdmuhm under construction
and is recorded at cost Cuﬂmmﬁmdimtmdmmﬁmwdumqﬁiﬁmmd
plant and machincry. No depreciation is provided on construction in progress until the relevam
assets are capable of producing saleable output on a commercial basis.

Forelgn currencies

Transactions in foreign currencies are translated at the approximate rates in effect on the dates
of the transactions at the Swap Rate. Exchange differences are included in the operating results.

4. SALES TAX

1933 1992 1991

Sales ax 3442 2,124 3.363

Pursuant to various PRC tax rules and regulations in effect prios 1o | Janvary 1994, products
sold by the Joint Venwres in the PRC were wbjaclms:l:smuurimrmhm-mSiuﬂ
10%. No sales tax was levied on expon sales.

L DEPRECIATION AND DEPLETION
Deprecation and depletion included in cost of sales are as follows:

1993 1992 1991

Depreciation and depletion 933 837 749




.dlt Ventures

NOTES TO THE PRO-FORMA COMBINED STATEMENTS
OF OPERATING INCOME
[All tabular numbers are in thousands of Renminbi)

11 December 1993 Unaudited - see Compilation Repont

6. RELATED PARTY TRANSACTIONS

A significan portion of the transactions underaken by the Joint Ventures during the Reponting
Period have been effected with other PRC staiz-owned enterprises on such terms as dewermined
by the relevant PRC authorities.

The following is a summary of significant transactions carried out in the normal course of
business beiween the Joimt Ventures and those related companies under the common
management of the Preceding Enterprises:

1993 1992 1991
Purchases of raw materials 67,765 32,781 45088
ManiEl:na:nl fees E’d . 1,824 -

T SUBSEQUENT EVENTS

{a) On 13 December 1993, the PRC government promulgated a senes of provisional tax
regulations and established a new system of sales tax for all PRC enterprises and
businesses. Under the new system, which will become effective on 1 January 1994, the
majonty of the products sold by the Joint Ventures in the PRC will be subject 1o value-
added wx at the standard rate of 17%. Expon sales will not be subject to value-added wax.

(b} On 28 December 1993, the PRC government promulgated provisional regulations
applicabie to all PRC enterprises and businesses regarding the unificalion of the oificial
exchange rate and the Swap Rawe with effect on | January 1994,




PRO FORMA CONSOLIDATED BALANCE SHEET

SINO-FOREST CORPORATION
[formerty Me Minerals Inc.}
Unaudited - See Repast

December 31, 1993




Toromo, Canada,
February 11, 1994, Chanered Accountants
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Sino-Forest Corporstion

[lormary My Kesrsarge Minerals Inc.)
PRO FORMA CONSOLIDATED BALANCE SHEET
Conadion doliers in thounpeds)
As &t December 31 Unsndited - See Compilation Repon
1993
|

ASSETS

Corrent

Cash 7,118

Jeventory 4,120
2.238

Finod aasets, am 9. 792

Seste — il
:
15600

LIABILITIES AND SHAREE JLDERS' EQUITY

Carrent

: pie 1ad  lghidi

Totsl cyrrept lobilitles

Mincriry issereny

Sharcholders' ¥y

Shave: capital [acce 3] 6,928

Share issue copts 133%)

Yotal shprebolders’ equity _§.39)
77

Sev accompanying notes

On bebalf of the Bowrd: ?;,I ' / CW‘G)

) Dnigenaor Dirncw
Jotm Thompson Jacob Gornitzki




Simo-Forest Corporation
[formerly Mt Kearsarge Minerals Inc.)
NOTES TO PRO FORMA CONSOLIDATED
BALANCE SHEET

December 31, 1993 Unsudited - Soe Compilation Reporn

1. BASIS OF PRESENTATION

The pro forma comsolidated balance shoet hes beea by the mamagement of Sino-Forest
Corpontion ["Sino-Farenr™) for inclusion in the Circuler dued Februaxy 11, 1994
mnmmmﬁudmmummm['sbmrhﬁ-
Kearsarge Minerals Inc. [*ML Kearsarge") and is based o

* The pro orma consolidased balance sheet of Sino-Wand st December 31, 1993 reviewed, & ©©
compilation oaly, by Certified Public Accomntants; sad

. mmm-mﬂmxmnmn.lmmuwum
chartend sccoustants.

This pro forma consolidated balance theey should be read in conjuaction with these finamcial
sriements and Boles thereto included elsewhere in the Informasion Circular.

2. PRO FORMA TRANSACTIONS

The pro forma consolidated balance sheet gives cffect & st December 11, 1993 o the following
transactions which have accusred or are proposed K Ocour:

[a] Transactions by Sino-Wood

The acquisition of 53% to 55% equity interests in & Sinp-forcign equily joint vemlmre
mn&wmumummw in the s Republic
ammmmumummmm The
MMHMMMMUU.E.HSE.MIMMIHH
been reflected in the accompanying pro forma balamce sheel The remaindor of the
consideration will be due a3 foliows, subject io mesting cartain conditions:

1.3 $000'
December 1995 (Cdn. $16,000] 12,100
Janusry 1996 {Cdn. $8,160] 6100

O ——




Sino-Forest
[formerly bit. Kearsarge Minarals Ing.]
NOTES TO PRO FORMA CONSOLIDATED
BALANCE SHEET

December 31, 1993 Ussudieed - See Compilasion Report

(b) Tramsactions by Mt. Kearsarge

The sharcholders of ML Kearawrgr o boing ssbsd 10 spprove corinin Reorganization
Tramsactions of the snmunl and special mesting of shareholders 10 be held in March 1994, In
hmhhﬁ“bmrﬂkl&pﬁu“h
muﬂmmllum proposed Recepaniastion Transactions are s

* The amalgamation of ML Kesrswge with 1028412 Owntario Inc. ["Omico®), a new
mmman-ﬂuuumﬂum
tnd sharehoiders' oquity. consisting of shepe capital of 56,700,000 snd » defici of $365,000
related w share isses coms. mmun-n-mm_ch-A
Sebordinste-Voting share and cne Class A share purchase warmiai of the amalgamated
corporstion for sach common share of Owico for a wtal of 12,800,000 Class A Sebonlinste-
vnﬁ.ﬁ-ﬂllmch-ﬁﬁ:“m Esch of the 11,900,000
Series A share puthase warrants cutsieading is Ontco will be exercissble insy Class A
Subordinme-Voting sheres of the smalgamaied company. The sharcholders of Mt Ksanarge
will receive one Class A Sshordisste. Voting share of the amalgamated corporation for each
10 common shares of ML Kearsarge for a iotal of 3,000,000 Class A Sebordinate-Voting

shares.

* The chaage, on amalgamation, of the corporstion’s aamne w0 Sino-Forest Corporstion
["Smo-Forest®).

= The acquisition of sl the issued and oommon fhares of Sino-Wond in exchange

2=k
Preference shares and 8,100,000 Clase B share purchase wasrvants excrcisable on or before
June 30, lmum-n-nmvn:,nm per warmant a1 $1.50 par
share. The then existing sharcholders of Sino-Wood hold prester than 50% of the
common shares of Mt. Kearsarge after the wrameaction. This scquisition is accounted foras s
reverae lakeover and for sccounting purposes Sino-Wood will be treated as the acquiror of




Sino-Forest Corporation
{fwmerty Mt Kesrsarge Minerals Inc.)

NOTES TO PRO FORMA CONSOLIDATED
BALANCE SHEET

December 11, 1993 Unsudited - So¢ Compilasion Report

Mhpﬂuﬂﬂﬁm.kmmdmmnwn
Pawve been scquired by Sino-Wood st the following cotimated fair valoes:

1993
]
{oos}

T

mmmhmwhmﬁkMHMIMyﬂx

. mmdwﬂmmmmmdstm
3. SHARE CAPITAL

Mmhmlﬂmmmmult-ﬁﬁﬂﬂ“ﬂlﬂﬂ
consist of the following:

1993

3
§o00ra)

Antborized

Uniimiwed Class A Subardinate-Voting shares

6,000,000 Class B Multipic-Voting shares

Unlimised Preference shares, issuable in series, et frst aores
thereof shall consist of 6,000,000 Series A Freference shares

Issmed
32 000,000 Class A Suhondinate-Voting sharcs 6,928

6,000,000 Series A Peeference shares -

The attributes ufthdiﬂmuchmscim:nﬁu:rhdﬁ:imm-hinw

mm;mmmﬁumhmmmﬁ

» 11,900,000 Series A share purchase wamants. Each warramt will engitle the holder 1 acquire OR2
Gmﬁﬁmvmhtmuhmm 31, 1995 for $1.50 pur shaer

» §,100,000 Sencs B share porchase waTanis. Each warrans will eniiide the Mnlder 0 St OBt
ﬂmhmﬁ'mm“whﬂmhﬂﬂlmhﬂ_ﬂﬂm

3
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{formenty M1 Kesrsarge Mimerals Inc.}
NOTES TO PRO FORMA CONSOLIDATED
BALANCE SHEET

Decesnber 31, 1993 Ussndind - Ser Compilation Repori.
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Pro-forma Consolidated Balance Sheet

| Sino-Wood Partners, Limited
! 31 December 1993
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COMPILATION REPORT

POOR QUALITY QRiG:
To the Directors of L _ﬂfi{;w

Sino-Wood Partners, Limited

We have reviewed. as 1o compilation only, the accompanying pro-forma consolidated |,
balance sheet of Sino-Wood Partners, Limited as at 31 December 1993 which has
been prepared for inclusion in the Information Circular dated 11 February 1994 relating
lo the proposed acquisition of all the issued and cutstanding common shares of Sino-
Wood Partners, Limited by Mt. Kearsarge Minerals Inc. In our opinion, the pro-forma
consolidaied balance sheet has been properly compiled 10 give effect to the proposed
transactions and the assumptions described in the notes thereto.

Ernet d Apwes
Hong Kong, d‘“ ?

11 February 1994, Cenified Public Accountants

& I Grow Eaglhe Conbe. 11 Mashow Boad Wanghal, Heng Tung
¥ Work Cornmeven Comarg, 11 Canton Rogel, Kpainur, Mong Kow




Sino-Wood Partners, Limited

PRO-FORMA CONSOLIDATED BALANCE SHEET 4
[All numbers are in thousands of Hong Kong Dollars)

31 December 1993 Unaudited - see Compilation Repont

Pro-forma  Cousclidated
Aciugl Transactions Pro-forma

ASSETS
Cash 2 93,144 (a) 93,146
88,653 (b)
(88,653) (a)
Other receivable 8 - B
Invenionies - 12373 (a) 12,373
10 162.679 162,689
LIABILITIES AND SHAREHOLDERS' EQUITY
Lisbilities
Advances from Mt Kearsarge Minerals Inc. - 88.653 (b) 88,653
Minority interests 74,026 (a) 74,026
Sharcholders’ equity 10 - 10
10 162,679 162,689
See accompanying notes
On behalfl of the Board:
Director -

Wai Ling Chan




.hb“fnd Partners, Limited

NOTES TO THE PRO-FORMA CONSOLIDATED BALANCE SHEET
[All tabular numbers are in thousands of Hong Kong Dollars)

31 December 1993 Unaudited - see Compilation Repon

1. BASIS OF PRESENTATION

The pro-forma consclidated balance sheet of Sino-Wood Partners, Limiied [the “‘Company™]
as at 31 December 1993 has been prepared by management 1o give effect to cerain pro-forma
adjustments described in nowe 2 below.

The pro-forma consolidated balance sheet has also been prepared in accordance with generally
accepied accounting principles in Canada and should be read in conjunction with the financial
statements of the Company and the Joint Ventures included elsewhere in the Information
Cincular.

2 PRO-FORMA TRANSACTIONS

The pro-forma consolidated balance sheet of the Company is based on the 31 December 1993
balance sheet of the Company after giving effect to the acquisition of the 53% 10 55% equity
wnierests in the Joim Ventures effective as of 31 December 1993

(3) Pursuant to various joint venture agreements [the ““Agreements”] and memoranda of
implementation [the “Memoranda”] entered into during Sepiember 1993 1o January 1994
and provided that the contractual obligations set out in the Agreements are amended as
provided for in the Memoranda, the total registered capital of the Joint Ventures is
U.5.540,800,000 {(approximately $314.9 million).




Sino-Wood Partners, Limited

NOTES TO THE PRO-FORMA CONSOLIDATED BALANCE SHEEY
[All tabular numbers are in thousands of Hong Kong Dollars]

31 December 1993 Unaudited - see Compilation Report

e e —

ﬂtﬂﬂluﬁﬂmdupitﬂmbemuihuwdwwluim\'mmbyuuspmiupmiﬂ

are 1s follows:

Date PRC Pasrties  Compeny Total

First instalmenss

Upon commencement of operations 74,026 - 74,026

On various dates in March 1994 - 20,301 20,301

On various dates in April 1994 - 10,266 10266

On various dawes in December 1995 58,086 58.086
74,026 88,653 162,679

Second instalments

On various dates in December 1995 46,272 35.392 81.664

On various daics in Janvary 1996 22.967 47,626 70,593

69,239 83.018 152,257
143,265 171,671 314,936

The statc-owned enterprises in the People’s Republic of China [the “PRC] will inject
certain fixed assets (including construction-in-progress and timber), inventonics, cash and
cerain business operations cumently underiaken by the state-owned enterprises inio the
Joint Ventures as their first instalment of the regisiered capital. The valuation of these
fixad assets and inventorics has been negotisted and agreed between the state-owned
enmmﬁmmmmmy.mﬁmwhmmmtmﬂsuﬁjuﬂ
10 the PRC government’s approval.

The Company will pay in its first instalment of the regisiered capital in the form of cash.




31 December 1993

.krw-nl Partners, Limited

NOTES TO THE PRO-FORMA CONSOLIDATED BALANCE SHEET
{All abular numbers are in thousands of Hong Kong Dollars)

Unaudited - see Compilation Repont

(b}

L T e L, R R R = e

Following the injection of the first instalment of the registered capital by the state-owned
enterprises and the Company, the pro-forma consolidated opening balance sheet of the
Joint Ventures, from the Company’s perspective, would be as follows:

Assets:
Cash 93,144
Inventorics 12,373
Fixed assets (including construction-in-progress of $3.944.000 57,162
and timber of $17.876.000)

Minority interests (74,026)
— 88,653

Registered capital 88,653
: 653

The Company’s first instalment of the registered capital in (a) above will be funded by
advances from M. Kearsarge Minerals Inc. which, on 1 January 1994, has entered into a
share purchase and sale agreement with the Company's existing shareholders to acquire
all the issued and outstanding common shares of the Company.




SCHEDULE 1
DISSENT PROVISIONS .

SECTION 185 OF THE BUSINESS BOUR QUALITY fon s
CORPORATIONS ACT (ONTARIO) = o

s (D) Righis of dissenting shareheldurs. mn#ﬁuﬂ}-ﬂumﬁmlﬁuﬂﬂ.ﬂtw
resclves b3,

2 -ﬂiumlummlﬂuﬂ,muﬂmuhnuﬂwﬂ
ﬂﬁn-nh:lmuruﬁ-ufhmuufh corporalion;

) _ihuﬂ:mmuﬁulﬂmﬂ.mﬂm:rwwhm-hﬂﬂ
hhmnmuuwhpﬂmuhw”m

(c) ﬂpﬂhﬁnmhm-hmﬁwlﬂﬂlm
()] huﬂiﬂduﬂlﬁlhﬂtﬂ-ﬂﬁjm*mlll;ﬂ

()] mu«mm-mmmmﬁm—lm:.

{a) dnlll'l'ﬂu]n.&}w[:}whmhmkhymﬁﬂhhﬂnﬂ“dﬂﬂ-wﬂmm
entitled o dissent; or

(b} mubsection 170(5) or (6).

3) Excaption. nmﬂﬂhar-wwuﬂhqum.mjiﬂﬂd
udi-mudutiur.u‘nnhmld-mdﬂﬂhuﬁ:hﬂhmnﬁumhﬂﬁh_hm

{=) mmmu—dwwﬁuﬂhmdhmﬁ-mmhiuhﬂdh
wﬁn-ﬂduhnﬂdhmﬁnlﬂ:w

) mﬁmw:uﬁd-nlﬂuw&dhoﬁ:uﬂhwﬁnﬁﬂhhmﬁﬂ“
that the deletion is made by the 29th day of July, 1986.

(L)) M‘lﬁhhhﬁllﬂtrﬂ, hdﬁﬁuumﬂtﬁﬁlhm‘r“h
mbju‘llnnbul:ﬁul{!ﬂ}.lmmmﬁtﬁmh-ﬁﬁ,iﬁh-ﬁwwﬁﬂ-
lmmuﬁchmmwm-ﬁﬂiw.hh’ﬂuhuﬂfﬁﬂﬁlﬁfvﬂn{hﬁ-ﬂl}h
mmmmdwmmmmmnﬂudﬂﬂm-ummh

resolution was adopted.
(%) No partia) dissent. hdi-mium:quﬂ[muhﬁnﬁ-mmhﬂhﬁ-

of a clams beld by ummmmmq _mwﬂuﬁﬂi—h-ﬂhm
sharchodder.
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(3] Objection. nmmmﬂuum-wmq-ﬂdm
luﬁdlﬂdﬂlﬂﬂhiﬂhﬁﬂ{l]ﬂmhuhuﬂ-,n-lﬂ-ﬁmi-uhm.ﬂ-h
wﬂﬂﬁuﬂﬂuhMHhmdhﬂﬂ#hMHﬂﬂhm

(e4] h+mmﬂmﬂimhﬂmlmmhmﬂ
subsaction (§).

()] Motice of adoption of resslution. mmm,mum.ﬂ-hm#h
m.ﬂbﬂmmHMhMMhimm-ﬁuhhmhh—
sdopled, bt such notics i ot required io be sest (o any shersholdsr who volad for the resolution or who b withdenwn he
ebjrir.

{1 4] lh.hnﬁu_luiwmm&-dhﬁﬂndhmm-ih
m-um»mmﬁ#.

(10) Demand for paymant of falr value. Amw-&udbmiundu-hﬁnﬁ-
mm.tﬁhmmﬁmﬁvﬂﬂﬂmmifhﬁﬁhhﬂnﬁﬂﬂm-ﬁmq‘
mmummu_m.ﬂwum.mmm

() the sharsholder's nams and addevss;
) hmﬂhﬂﬁ-h#ﬂ-ﬁdhﬁﬁﬂ“:ﬂ
ic} a demand for payment of the fair value of smuch shares.

(11) Certificates tobe sont in. Hdmuhhwmmmﬁiuohmhuhm{m.
lMMﬂﬂhuﬁmﬂMthwu{mum&_hh
corporaiion or its transfer ageat.

(12) u—.aﬁ-ﬁummﬁuuwymmm.{m-ﬂmu-mu-h
8 claim wumder this ssctics.

(13) Esaderssment or cortificate. nmwiumwwm-um“uﬁh-
mmmmun-muummmm under this section and shall returs forthwith
the share conilicatss o the dissesting sharcholder

(14} mdmm. mm-mmmnm..ﬁ—ﬁ.hﬂ-
nﬂhhﬂ:ﬂﬁ#ﬂnhﬁﬂdﬂﬂﬂhhﬂﬂluhﬂhﬁrvﬂﬂhm-mﬁd-ﬁﬁl
section except where,

{s) hmmﬂmmmhwm-m-ﬁmum

) hmhﬁhmuh-ﬂh%-hﬂ-ﬂiﬂ{l!}-ihmw
wilbdraws potice; or

() uﬁmmmm._ﬂuﬁun_dhminhuﬂnmulm.uﬂnnw
umder submection I?Hﬂwa#hﬁuh“ﬁuﬂuuhllll’].-ﬂ-
u sade, lones or enchange under subssction 184(8),
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in which case the dissntiag shareholdes's rights are reinstatcd s of the date the dipsenting shareholder sent the notice refarrmd
to in subsection (10), end the dimenting shareholder i antitied, mwuﬁunﬂuuhhhm-h
miﬂwd-ymﬁﬁuhwﬁu hm“uh-ﬂﬂh“ﬁmmnnbhiﬂﬂ
a pew certificate wﬁuhnnﬂuﬂ“uhuﬁm-ﬂm. without payment of say fee.

(19) Offer o pay. hmwﬁnm.mmumhpuh&hmﬂﬁtmuﬁﬂhm
wn\rdbyhmnluﬁmheﬁnﬂuﬂhhymwiﬁumhdhmﬁunfuﬂhhmtlm.—dw
sach disscmting sharsbolder who has sent uch notice,

in) ;wﬁﬂnnﬁuﬁmhmﬁmth‘hﬂnliﬂ‘lﬁmhnmmwhlhwidh

&) iIMMJappliu.-mﬁﬁcuiunﬁnililumhhﬂuuybpydi-linlm:rwm
shares. '

(16)  ldam. Evu:ral’fu-.tudﬂmhmuw(iﬂhmﬂ[mtmchnwmwhuhm

{an ldam. mummtm:.-maﬂlnymmma-mmm
mmlm-nﬁnuhu#fmhuﬁm{l!}hhumud. hutuymtuﬂuhpﬂifﬁ:mrpuﬁuhum
mv:mwwﬂﬁhﬁﬂywunnhuﬂnhhﬂnﬂ:.

(18} wummﬂhlhmrtdu m:mmmmmummmuﬁ
ot if & dissemting sharcholder fails to accept mn offer, the corporation may, within fifty deys afier the action spproved by the
mﬂuﬁmh:ﬂ:&wuﬁtﬁnmhﬁuﬁnpﬁduhmﬂmnﬂw.mlrmhmnum-ﬁil\rlhlhlhtm
of any dissemting sharchobder.

(19)  ldsm. } & corporstion fuils o apply o the court under pubsection (18), a dissonting sharsholder may spply
1o the court for the same purpose within s furtber period u!mmq@nmwiﬁnmhhmﬁdnhw-}uﬂuﬂ.

(2  ldem Adiu:minglhulhulﬁtrilnn!nquimdm;iv:muﬁly for costs in an application made under
subasction (IB) or (19).

(21)  Cests 1fa corporation fails to comply u'immmﬁm[li].mm:md-mwunﬁmmﬁr
subsection (19} are to be bome by the corportion uniess the court piberaise orders.

(22} Notice 10 Sharebolders. Before making spplication Lo the court under subsection (18} or mot later than weven
ﬁl}'liﬂnmiﬂn‘nnﬁuufﬂmhuﬁmmﬂltmﬂHﬁ:mﬂﬂ.HMMm}fh.lWﬁUﬁﬂ
sotice 1o each dissecting sharsholder who, ul the dsie upon which the potice is given,

{a) hntmﬁempmﬂmhmimulmﬂmhmﬁnn{m}:md

(o) iuml-mqﬂdmnﬂundthylhemrpﬂﬂmuﬁu“timuﬂi[nch-uﬂlrwﬂh.

of the date, phn:ndwdmWimimmu!&dimﬁum:‘lﬁﬂtwwﬂhmu
pﬂmnarb-ymul.lndll_inihrmiu:hdlh;ivum-:hlimﬁumm.m:hﬂﬂlﬂﬁm
tentionsd potice and before terminstion of the procesdings commenced by the lppliullm.-lhﬁulhmditinumwth
d.mmudm-mmmmmummmuum-um-mmﬁﬁm.
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imﬁn]ﬁuﬁﬂhﬂﬂhﬂilf}hnﬂdiﬁﬂﬂﬂin:hﬂﬂﬂﬁl}ﬂ{ﬂﬂ
mm-muﬁrm (18) or (19} co the later of the date wpon which the
MwMMMHMw.nﬂﬂ be bownd by the dacision resdered by the

. Upuuwﬁuﬁumhmuﬁnnh-:ﬁuullwuﬂ.mm-ylnr.—'l-i-hr-r
mWhnﬁﬂ;MUthth-lm.udmmM fix » fuir value for the shares of

{25)  Appruimrs. Thmminiuﬁmwimmumwﬂmu-ﬂumwhnﬁr
valug for the shares of the dimsenting sharsbolders.

(26)  Final erder. The final order of the couft in the pﬂhpmw-qﬂm*m
[ll]m(li]ﬂhmﬂd-ﬁﬂhmﬂﬂ&wuﬂiﬂﬁw of each dissenting shareholder who, whather before or after
m:hudﬂtmdu.w-pﬁu-iﬂathmditiuuﬂulhthu#{ﬂj{-}-dm, :

Intorest. mmnmhiudhuﬂnﬂhwlmﬂtmﬂmuh“mﬁhmﬂ
ﬁmh;mlhhnhﬂ:h:ﬁmw&m”lmMHMuﬁlhﬂuﬂ“

(28) Whare corporation unable to pay. Where subsaction (30) wﬁ-.mm-ﬁu.m—m
i.huﬂmmmnﬂtnfnmhuhmﬂﬁ}.uﬁﬁr-ﬂhﬁ_ﬁllﬁuﬂdﬂﬁ-ilh-ﬁl&w; o pay
dissenting sharebotders for their shares.

(29) ldem. mmtmmwm.-mw,wmmumuuw
wiﬂnﬂﬂ.ﬂyﬁyuﬁnmﬁvﬂnmﬁun&umm (28), may,.

(=} wilhdmnnﬂiuofdhmﬂ.hwﬁﬁmhwﬂmi:hﬂummhﬁwﬂh
sharsholder's full rights are reinstated, of

) m-mu;dﬂmuﬁnumw.mhpﬂd-muHWhmﬂ
wiu-uw.hnﬁmiw.hhmmhhﬁﬁunfmﬁmdmwhh
priarity to its sharcholders.

(3  ldem. Amrpwuimﬁdlumﬂupymﬂmtdi-mﬁnlwuumlﬁlmﬁuifm“
reascnable grounds for believing that,

() ﬂIEWiIN,Iﬂﬂﬁtpﬁml.Imnldhluﬂlﬂthplrihllilhihﬁﬂ-lh}'mh;w
[1:]] mﬂﬂhmﬂmwim‘lﬂmuwulumuhwdhm

31y Cowrt order. mewnwummuhwufﬁmm»h
-.:hw:um[l]arﬂ.}‘lh:nuurtm-;,r.ir-:hﬁd&mmtpmpo-duﬁmhutind]mmw_umwt
dumlhtﬁ;hulﬁﬂn;undermhﬁﬁonll}.b]rnriniuclutﬁnﬁnuﬁihhwmmui-upnhﬂiunfi:pqmﬂl
mlim.mdlh:nrdmm:rh:nbjmhwlinnewimﬂthmdm:imummmm-dumﬂm
mhmp%imionmﬂlmp}rafnyndtrn&bymmwmwwimﬁﬂhnwmhmnﬂ. if
the corporstion is an offering corporstion, upoo the Commission.

{37 Director may appear. The Dirscior sad, hmtmtﬂunﬁnﬂ‘w.hm-}
appoint counsel Lo assist hmwhhmiuafutpplimimuﬂu mubstction (31).




SCHEDULE J

NOTICE OF CHANGE IN AUDITORS

MT. KEARSARGE MINERALS INC.
Sgite 2004
200 King Street West
Toronto, Ontario
M5H 374

To: Shareholders of Mt. Kearsarge Minerals Inc.

And To: Ontaric Securities Commission
Canadian Dealing Nerwork

Pursuant to National Policy No. 31 adopted by Canadian Securities Regulators
regarding the change of auditor of a reporting issuer, we are writing to advise you of
certain developments regarding the Corporation's auditors.

The Corporation’s current auditor, T.H. Bernholiz & Co., Chartered Accountants, will
voluntarily resign, at the request of management of the Corporation, if the Reorganization
regarding the acquisition of Sino-Wood Partners, Limited by the Corporation and related
matiers as described in the Proxy Circular dated on or about February 10, 1994 are
approved by shareholders. Management of the Corporation will fill the vacancy by

appointing Emst & Young, Chartered Accountants, as auditors of the Corporation for the
next fiscal year.

According to the provisions of National Policy No. 31 adopted by Canadian
Securities Administrators, we wish to advise you that for audits conducted in the past two
fiscal years of the Corporation, and in the period to the date of this notice, there have been
no “repontable events’. National Policy No. 31 defines "reportable events’ as any
occurrence in the relationship between a company and its auditor which may have been

a contributing factor to the auditor’s resignation or termination.

The decision of management of the Corporation to request the resignation of T.H.
Bernholtz & Co., Chartered Accountants, and appoint Emst & Young, Chartered
Accountants, 1o fill the vacancy was approved by the audit committee of the board of
directors comprised of John Thompson, Jacob Gomitzki and Paul F. Little. These steps
have been taken as part of the proposed Reorganization which is subject to shareholder
approval. Emst & Young, Chartered Accountants, are currently the auditors for Sino-Woad
Partners, Limited.
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ﬁsmmﬂndhjrﬂlﬁmﬂhlicrﬂo.al.mﬂmdmﬂﬁslemrp!mﬁﬁm
comments of T.H. Bemholiz & Co., Chartered Accountants, and the comments of Ernst &
Young, Chartered Accountants.
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T. H. BERNHOLTZ & CO.

CHARTERED ACCOUMTANTS

THEODORE H BERNHOLTI. Ma C& 199 RICHMOND STREET AT, u.-
gRUCE WRIGHT ., maa € a TORONTO. ONTARND ST 1
) - T

FAN: jld) Na-e

February 10, 1994

To: The Directors of Mi Kearsarge Mineraly lac.
ﬂﬂwmmm

Yours thaly,

Vo f e . B _______——P——"'-_"‘_"
MZ’JJ{;J s d [ so0R QUALITY ORIGINA!
T.H. Bemboltz & Co. L —




'ERNST&YOUNG C————— o T e Gas Ixe

Erme & Young Tomer Fo 0% BEA-TTTG

PO Box 151
Toroms, Canads M%5K 157

February 10, 1994 [ c00R QUALITY —
PRIVATE AND CONFIDENTIAL = .
Toc Sharcholders of Mt. Kearsarge Minerals Inc.
And 10 Os=viv Servrises Commrnsion
Canadian Dealing Nerwark
We that we have meeived a copy of the letier 1 shareholders of ML
the ciamatinces in whih T, H. Bemisois & Cb., Charesed Acoramauts, will setse t ot 2 ¢

Corporation’s suditors. We also thet we bave received a copy of & lesr (ihe
"Former Auditor's Letter™) addressed 10 the Securities Commission and the Conadian
Dealing Network from T. H. Bernholtz & Co., Chartered Accountants, dased February 10, 1994,
in response 1o the jon's Lemer. Pursuant o Nations! Policy 31, please accrypt this lemer 2
confirmation that we do not dispuse the maners as disclosed in cither the Corporation’s Lewer or e
Former Audicors' Leteer.

Yours very truly,

i;f « r}'l*h///

-

Emst & Young
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