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Letter Requesting Cancelation of the Certificate [1994]065
To Zhanjiang Municipal Foreign Economic Relations & Trade Commission,

The Leizhou Forestry Administration (hereinafter referred to as our side) and the Sino
Forest Co. Ltd., Hong Kong (hereinafter referred to as the foreign party) have
officially registered with the Zhanjiang Municipal Administration for Industry and
Commerce on 29" January 1994 and obtained the business license [No. 00604 for the
joint venture registered at the Zhanjiang SAIC, Guangzhou province]. For the official
registration, both sides have conducted bilateral negotiation; received the official
approval for both the contract and Articles of Association by your commission
through the document numbered [1994]021, and the approval certificate numbered
[1994]065 with the note of FERTCIVZ (#F4& R & % iF %), approving the
establishment of the “Zhanjiang Eucalyptus Resources Development Co. Ltd.”
(hereinafter referred to as Joint Venture) which was co-financed by both parties and
obtained the corporate number of 162622-0012. It was 4 year since registration, and

the a summary of the present situation is as follows:

. Information of the investment of both sides

A. The investment of our side: according to the contract and charter signed by
both sides and approved by your commission, our side has paid in
95,481,503.29 RMB (or 11,640,000.00 USD) to the Joint Venture on 20" June
1995 through an in-kind contribution. The payment was done following the
prescribed procedures and approved by signatures of the legal representatives
of the both parties. According to the Verification report from Yuexi (% %)
Accounting Firm, this payment counts towards 99.1% of the subscribed capital
obligation from our side, which is 11,750,000 USD, and counts as 46.56% of
the total investment.

B. The investment of the foreign party: the foreign party has paid in 1,000,000
USD on 16™ Mar. 1994, which was the starting period of the Joint Venture.
According to the Verification report from Yuexi (* i) Accounting Firm, this
payment only counts towards only 7.55% of the subscribed capital of the
foreign party totaling 13,250,000 USD, and counts towards 4% of the total
investment. Then, in the prescribed investment period, the foreign party has
never again paid capital into the Joint Venture. In view of this, your
commission has sent a “Notice for Contribution within a Stated Time” to the
foreign party on 30 January 1996. In accordance with the notice, the foreign
party then on 10" April addressed to your commission, requested and
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extension of the required due date for submission of the contribution beyond
the 20" December, 1996. On 14" May, 1996, your commission replied to
Allen Chan (47#J5), the Chairman of the Joint Venture, stating that “if the
stated time for contribution is to be postponed, the foreign party should get the
consent of our side, then amend the term on the contribution time in the
original contract, and sign a bilateral supplementary contract, then the
postponing time would be effective after approval.” On 11" June, according to
the spirit of the letter from your commission, Chan Shixing (%:113%) and
other two Directors from our side sent a joint letter to Alan Chan ([ &J%), for
the purpose of mutual communication and dealing with the issues of the Joint
Venture actively and appropriately. They proposed a meeting of the board
before 30" June 1996, in order to discuss how to dispose the issues of the Joint
Venture in accordance with the relevant State provisions. Unfortunately, the
foreign party neither communicated with our side, nor replied to the proposal
from our side, and furthermore did not make payment to the Joint Venture.
Since that time, two years have passed beyond the stated time for contribution
(29th January 1996), and more than one year since the date prescribed by the
notice of your commission (30"1 April 1996). However, the foreign party skirts
around discussion of the capitalization problem, and moreover has taken no
further action.

II. The Joint Venture is not capable of operation

According to the contract and charter, the main purposes of setting up the Joint
Venture are, on the one hand, to invest and construct a project producing 50,000
cubic meter Medium Density Fiberboard (MDF) a year; on the other hand, to
create a forest base of 120,000 mu, with which to produce 80,000 cubic meter of
timber as raw material for the production of medium density fiberboard. The
contract and charter also prescribed that the funding required for the MDF board
project should be paid by the foreign party in cash; our side should pay in-kind the
proportion of the fund prescribed by the contract. After paying 1 million USD, the
foreign party not only failed to fully fund the company, but also approved in their
own name the gradual withdrew of funds in the amount of RMB 4,141,045.02
RMB [approximately $500,000], from the paid in capital provided by their
company for the Joint Venture, among which $270,000 USD was paid out to the
Huadu Baixing Wood Products Factory (F£# 117 1 %A %) ), which has had
no business relationship with the joint venture at all. This amount of money equals
47.6% of the money [TRE’s] paid in capital. Although our side has almost paid off
the subscribed capital (only short 0.9% of the total committed),
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because of the limited contribution from the foreign party, and withdrew a huge
amount of money from among those funds originally contributed by the foreign
party, it is impossible to put into practice the project that the joint venture aimed to
construct or set up and the intended production and business operation activities.
This is all because the funds have been insufficient and the foreign party did not
pay in the majority of the subscribed capital. The joint venture therefore is merely
a shell, existing in name only.

Additionally, after the establishment of the Joint Venture, the internal operations
have been extremely abnormal, for example, annual board meetings have not been
held as scheduled; annual reports on the status and results of annual finance
auditing are missing; the huge amount of funds withdrawn by the foreign party
were not discussed in the board meeting, etc. It is hard to list all the improper

operations here.

In light of the present state of contributions by both sides, the status of the Joint
Venture from its establishment until today, our side now applies to your
commission requesting the following:

1.  The cancellation of the approval certificate for “Zhanjiang Eucalyptus
Resources Development Co. Ltd.”, to say the certification of No. [1994]065,
based on the relevant provisions of the Rules on the Contributions of the
Parties in the Joint Venture,

2. Direct the Joint Venture to complete the deregistration procedures for the
“Zhanjiang Eucalyptus Resources Development Co. Ltd.” at the local
Administration for Industry and Commerce, and return its business license.

3. Coordination with the two sides to resolve the relevant remaining issues.
Please reply to instruct whether the above applications are proper or not.

Please review and advise.

Stamped with the Seal of the Leizhou Forest Bureau
1999, Feb 27
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Lincang City 2009 Wood Production Cutting Quota

Bl MUK
Unit: m?
" " AR R 20094EARM A=W ZHE 2009 Wood Production Cutting Quota
Wl &t o KRR N 1 Y N> 83
11th 5 year Plan Total Natural Forest Planted Forest Low Value Forest
(A FARE | HME | RIRE | HHE | RRE | MR | RRE | HHE | RRE | UHE
Quota Actual Quota Actual Quota Actual Quota Actual Quota Actual
BT ik | 510400 | 323800 | 408300 | 259000 | 376700 | 240200 | 31600 | 18800 | 37300 | 23600
TR TIE 408300 | 259000 | 119300 | 75960 | 128500 | 77100 | 37300 | 23600
R 75100 | 46300 | 36000 | 22330 | 20000 | 12730 | 16000 9600 5000 3160
P =) 54100 | 34100 | 20000 | 12370 | 10000 | 6370 10000 6000 5000 3160
I ¥ 81200 | 53600 | 30000 | 18550 | 15000 | 9550 15000 9000 5000 3160
g 64800 | 41100 | 25000 | 15550 | 15000 | 9550 10000 6000 5000 3160
BURE 50300 | 31100 | 25000 | 15550 | 15000 | 9550 10000 6000 5000 3160
Ik 43500 | 26300 | 43500 | 26470 | 10000 | 6370 33500 | 20100 | 4000 2530
ST 69200 | 46100 | 36300 | 22450 | 18300 | 11650 | 18000 | 10800 | 4300 2740
] 49900 | 29600 | 24000 | 14920 | 14000 8920 10000 6000 4000 2530
ARG | 22300 | 15600 | 8000 4870 2000 1270 6000 3600
W= 160500 | 105940

ik (R MSUE FUER AR A A BN IR BR AR E A M B a AR -

Translater’s Note:

Source:

Available from:

Yunnan, Lincang City, Forestry Bureau

The highlighted yellow section reads “Provincial Govt. Released Quota”

http://xxgk. yn. gov. en/canton modelZ2/newslist. aspx?classid=54279%page=2
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The Yunnan Lincang government only approved Sino-Panel
- (Gengma) for 300,000 mu (20,000 Ha) of plantation forestry in 2007
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Reply from the Lincang Municipal Development and Reform Commission on the
Approval of the Project of Creating and Managing Forest by Sino Forest (Gengma)
Co. Ltd.

To Gengma County Development and Reform Commission,

In reply to your letter Requesting for Instructions on the Approval of the Project of
Creating and Managing Forest by Sino Forest (Gengma) Co. Ltd., the request is
approved after due research, and the reply is as follows:

I.  Indorsing the approval of the project of creating and managing forest by Sino
Forest (Gengma) Co. Ltd. (proposed).

I[I. The site of the project: 100,000 mu in Gengma county and Mengding town,
200,000 mu in other counties and towns.

III. The content and scale of the Project: purchasing forestry land and barren hills
suitable for forestation; updating and transforming the species chosen by the
program into various advantaged species that are suitable for the locality. The
species are: Alnoides 50%, Schima 20%, Alder 20%, Pine and other woods 10%.
To build up a base of 300,000 mu for forestation in Gengma and Lincang.

IV. The scale of investment and capitalization method: the total investment of this
project is 5 million USD, the registered capital is 2.5 million USD. The project
funding is sole proprietorship. The way of fund raising is investment from Sino

Forest (Yunnan).

The corporation shall please go through the relevant processes on time in various

departments after receiving this letter.

Lincang Municipal Development and Reform Commission
25™ April 2007
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GUANGZHOU ZHONGQIN CERTIFIED PUBLIC ACCOUNTANTS
sk T AW X BRILHIR R 174 B 1603 5 H21E5:87324291 #B4w: 510632 45 :87324323-813

oL EARE  EnRE
RIS BB 0. 00 | 49, 825. 49
11, EPEX
T E EHIRE | AWER | AWER | EAAB
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&4 0.00 | 150, 000, 000. 00 | 0.00 | 150, 000, 000. 00 _
12, MATEREK
ERY EREM
T &5 Err e &0 5 BRI
255, 000. 00 | 100% | 20,404, 368. 50 100%
.

%P 8% ComE | em | Al
ﬁiﬁﬂiﬂﬁ%mkﬂ}%f\ i | mE | 19,965,732.00|  97.85%
RTEEAYERA . #& | 386,136.50|  1.8%

13, Tk
o EORE T EREH
&  EREEES | W | S BAEER
20,000,000.00 |  100% | 58,666,954.42 |  100%
o,

&P AT ComE | &m |

JTEAMKREERAE ' R r 58, 666, 954. 42 : 100%
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An account payable of RMB 134,800,000 (US
$19,270,000) to Huaihua Yuda, an undisclosed

2008 Audit Report of Zhanjiang Bohu shows account
payable of RMB 192,856,195.47 (US$27,550,885) to

subsidiary of TRE. 4 of TRE's subsidiaries,
/
\.‘ R 4 EAKIRH ENIKE R
A (8 1) 327, 756, 197. 56 J -

\ & # 327,756,197.56. | -

|2y Sttt P X /

e P30 FAKE R /R E R
FWE (R 53, 158, 409. 50 =
SR (=30 _31,297,786.00 -
FEIBN (EZE) 29, 399, 999. 97 —
%mﬁtﬂk M) 79, 000, 000. 00 -]
MHIE 134, 900, 000. 00 —
JTAEERS 2.09 -

P ik 3217, 756, 197. 56 —
(£) BRI Hr
RATER T HH R EE T -
- H FERIRKIMARI | AERIN | A | FAKERE
- T R RN — | 249, 813. 60 | 249, 813. 60 —
o BRTHAR 20. 00 20. 00
. HERE T -~ | 3,524.24 | 3,524.24 —
L3R L ESTORBR R -1 1,218.00| 1,218.00 -
! 2. BATEROR — | 1,916.24| 1,916.24 =
FEEH . — - -
4. KL ORES 27 300. 00 300. 00 —
5. THifRE: % B 30. 00 30. 00 ~~
5 6. 4 F IR B} 60. 00 60. 00 -
(0L ARG = —- -
1, LR TRER 405. 00 405. 00 —
& i - | 253, 762. 84 | 253, 762. 84 ~--
)y NAB SR FEEA T
B Gk AR
Ra{E B -93, 761. 22
IR B 1,023. 46
BT B 438. 63
BB % 292. 42
i & i -92, 006. 71
) Bkl
EWHARBEZRDT:
12
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2. THAH K

The 2008 Audit Report of Zhanjiang Bohu (the agent

for Guangxi Province) shows a total prepayments of

RMB 105,000,000.10 (US$ 15 million) to 3 of TRE's
subsidiaries from Zhanjiang Bohu.

(1) BUTIKSIZIK IR SR T

ke 454

ERKERE

FHIE T R

I FUA (&1 %)

105, 000, 004 10

& it

5, 000, 000. 00,

105, 000, 090. 10

5, 000, 000. 00

(2) PATIRRILZ PRI -

B AT A2 B FAIIK I 58
AR PH 3 5 49, 871, 398. 63 -
T o A 24, 202, 808. 06 -
f YA 7Y 3% BL 30, 925, 793. 41 -~
e o i 5, 000, 000. 00
& it 105, 000, 000. 10 5, 000, 000. 00

3. HoAtRHER

(D) ARG RS S EE N T

Wk 8% 45 4 AT TH] 4R B SEA AR
AR (F 1 %) 179, 641, 440. 62 20. 00
& it 179, 641, 440. 62 20. 00
(2) HABMNWKILE FRHEFENT
LIRS o A i 1 % B FEHIK HRB
3 DU 38, 661, 000. 00 —
I Y KK 15, 000, 000. 00 -
R 2R 1,610, 000. 00 =
IR 3, 200, 000. 00| -
A 55 Hh = 27,813, 100. 00 -
BT R 25, 450, 000. 00 -
LKA 19, 000, 000. 00 —
IR 40, 000, 000. 00 -
i E A 1,897, 777. 11 =
oAt 1, 009, 563. 51 20. 00
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On Nov. 24, 2010 Lusheng applied to change the register address from residential to

commerical and raised the register capital to RMB 2 million
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Wang Rui Mei is the legal rep, executive direstor, supervisor and manager of _
Zhangzhou Lusheng (Agent) - 000007
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Zhonggang has received RMB 448,608,278 (US$ 64,000,000) from Sino-Panel (China) Investment.

According to Jiangxi Zhonggan (Agent)'s 2009 Audit Report.

There is no evidence the money is used to purchase forestry in Jiangxi.
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