IN THE MATTER OF
SINO-FOREST CORPORATION

BETWEEN:

The Trustees of the Labourers’ Pension Fund of Central and Eastern Canada,

The Trustees of the International Union of Operating Engineers Local 793 Pension Plan for
Operating Engineers in Ontario, Sjunde AP-Fonden, David Grant, Robert Wong, Guining Liu,
and any other proposed representative plaintiffs in Ontario Superior Court Action No. CV-11-

431153-00CP and in Quebec Superior Court No. 200-06-000132-111,

in their personal and proposed representative capacities (the “Plaintiffs”)
—and-

Emst & Young LLP, on behalf of itself and Emst & Young Global Limited and all member firms
thereof (“EY”, together with the Plaintiffs the “Parties™)

MINUTES OF SETTLEMENT

1. These Minutes of Settlement represent the agreement between the Plaintiffs and EY
reached on November 28, 2012 to resolve in accordance with the terms more particularly
set out herein the actions, causes of action, claims and/or demands, on all counts
howsoever arising and in all jurisdictions, made against EY or which could have been
made concerning any claims related to Sino-Forest Corporation and its affiliates and
subsidiaries, whether or not captured by the “Class” or the “Class Period”, as variously
defined, including the actions (the “Actions™ listed on Schedule “A” hereto (the
“Claims™);

2. The terms of these Minutes of Settlement are binding on the Parties;

3. These Minutes of Settlement are and shall remain confidential, and neither party shall

publicly disclose or include in a court filing the terms hereof without the prior written
consent of the other;

4. EY makes no admissions of liability and waives no defences available to it with respect
to the Claims or otherwise;

5. A settlement amount of CDN $117,000,000 (the “Settlement Fund™) shall be paid by EY
in accordance with the applicable orders of the courts (Ontario Superior Court of Justice,
Ontario Superior Court of Justice Commercial List (supervising CCAA judge), Province
of Quebec Superior Court, United States District Court and the United States Bankruptey
Court) (“Courts™) on the Effective Date (save for any amounts payable in advance of the
Effective Date as set out in paragraph 7), being the date that all requisite approvals and
orders are obtained from the Courts and are final and non-appealable;
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The Settlement Fund represents the full monetary contribution or payment of any kind to
be made by EY in settlement of the Clairms, inclusive of claims, costs, interest, legal fees,
taxes (inclusive of any GST, HST, or any other taxes which may be payable in respect of
this settlement), any payments to Claims Funding International, all costs associated with
the distribution of benefits, all costs of any necessary notice, all costs associated with the
administration of the settlement and any other monetary costs or amounts associated with
the settlement or otherwise;

No payment of the Settlement Fund shall be made by EY until all conditions herein and
set out in Schedule B hereto have been met. However, with respect to notice and
administration costs which are incurred in advance of the Effective Date, as a result of an
Order of the Court, the Plaintiffs will incur and pay such costs up to $200,000 (the
“Initial Plaintiffs Costs™), which costs are to be immediately reimbursed from the
Settlement Fund after the Effective Date. EY will incur and pay such notice and
administration costs which are incurred in advance of the Effective Date, as a result of an
Order of the Court, over and above the Initial Plaintiffs Costs up to 2 further $200,000
(the “Initial EY Costs™). The Initial EY Costs shall be deducted from the amount of the
Settlement Fund payable to the Plaintiffs. Should any costs in excess of the cumulative
amount of the Initial Plaintiffs Costs and the Initial EY Costs, being a total of $400,000,
in respect of notice and administration be incwrred prior to the Effective Date, as a result
of an Order of the Court, such amounts are to be borne equally between the Plaintiffs and
EY, which amounts are to be reimbursed or deducted as the case may be from the
Settlement Fund, on the terms set out above in this section. Should the settlement not
proceed, the Parties shall bear their respective costs paid to that time;

No further proceedings shall be commenced or continued by the Plaintiffs or their

counsel against EY in respect of any Claims, other than as necessary to complete the
settlement herein;

The Plaintiffs agree not to claim from the non-settling defendants in the Actions, that
portion of any damages that corresponds to the proportionate share of Hability of EY,
proven at trial or otherwise, such that EY is not further exposed to the Claims;

It is the intention of the Parties that this settlement shall be approved and implemented in
the Sino-Forest Corporation CCAA proceedings. The settlement shall be conditional
upon full and final releases and claims bar orders in favour of EY and which satisfy and
extinguish all Claims against EY, and without opt-outs, and as contemplated by the
additional terms attached hereto as Schedule B hereto and incorporated as part of these
Minutes of Settlement;

This settlement is conditional upon obtaining appropriate orders from the Ontario
Superior Court of Justice Commercial List (supervising CCAA judge) and the United
States Bankruptcy Court that provide that the payment of the Settlement Fund is in full
satisfaction of any and all claims that could be brought in connection with the claims of
any security holder or creditor of Sino-Forest Corporation, including claims over for
contribution and indemnity or otherwise, howsoever arising in Canada and the United
States;
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The releases in the Sino-Forest Corporation CCAA proceedings shall include Emst &
Young LLP (Canada) and Ermst & Young Global Limited and all member firms thereof,
and all present and former affiliates, partners, associates, employees, servants, agents,
contractors, directors, officers, insurers and successors, administrators, heirs and assigns
of each, but does not include any non-settling defendants in the Actions or their
respective present or former affiliates, partners, associates, employees, servants, agents,
contractors, directors, officers, insurers or successors, administrators, heirs and assigns of
each in their capacity as officers or directors of Sino-Forest Corporation (“EY Global™).
The releases to be provided to EY by the Plaintiffs shall include EY Global and will
release all Claims of the Plaintiffs’ counsels’ clients in all jurisdictions;

It is the intention of the Parties that the Settlement Fund shall be distributed in a claims
process satisfactory to the CCAA Court, with a prior claims bar order;

The Parties shall use all reasonable efforts to ‘obtain all Court approvals and/or orders
necessary for the implementation of these Minutes of Settlement, including an order in

the CCAA proceedings granting the plaintiffs appropriate representative status to effect
the terms herein;

If the settlement between the Parties or any terms hereof are not approved by order(s) of
the applicable Courts fulfilling all conditions precedent in paragraph 10 hereto the
settlement between the Parties and these Minutes of Settlement are null and void;

These terms shall be further reduced to a written agreement reflecting the terms of the
agreement between the Parties hereto with such additional terms agreed to by the Parties
consistent herewith or as agreed to give efficacy in Quebec and the United States. Should
the Parties be unable to agree on the form of written agreement, the Parties agree to
appoint Clifford Lax as mediator/acbitrator to assist the Parties and his decision as
arbitrator shall be final and binding on the Parties, in accordance with the terms herein
but subject to the terms of Schedule B hereof, and not subject to appeal;

The Parties will agree on a level of disclosure by EY for the purposes of reasonably
assisting in the approval process of the applicable Courts, consistent with the Parties’
obligations under the relevant class proceedings legislation. Should the Parties be unable
1o agree on the level of disclosure after good faith efforts to do so, the Parties agree to
appoint Clifford Lax as mediator to assist the Parties. If the Parties after mediation are
still unable to reach an agreement, then ¢ither Party may terminate the settlement;

Pending the implementation of this settlement, including the distribution of the
Settlement Fund, EY shall advise the plaintiffs of any agreements reached by it with the
Ad Hoc Committee of Noteholders, Sino-Forest, the Litigation Trustee, or counsel or
representatives of any of these parties, to pay any monetary consideration to any of them.

SIGNATURE LINES ON NEXT PAGE
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SCHEDULE “A”

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

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

David Leapard, et al. v. Allen T.Y. Chan, et al., United States New York Southern
District Court, Case Number 1:2012-¢cv-01726-VM



SCHEDULE “B”

Terms and Conditions of any Ernst & Young LLP (Settlement with Class Action Plaintiffs

A settlement unilaterally with E&Y will be conditional upon such settlement being made
to a resolution that;

a) is a settlement of all Claims, proceedings and potential claims against E&Y in all
Jjurisdictions;

b) reflects approval of appropriate Courts in relevant jurisdictions as described below;
and

¢} accordingly must reflect the following elements in a form satisfactory to E&Y in its
sole discretion, without which E&Y is at liberty to reject the settlement at any time:

L Court Proceedings

(Ay CC44
() Plan of Arrangement (in form consented to);
(it}  Final Sanction Order;
(it}  Both Plan and Sanction Order to include;:
(a) a release of E&Y, and all affiliate firms, partners, staff,
agents and assigns for any and all Claims (including cross-

claims and third-party claims), and

(b)  aclaims bar (must expressly exclude all claims against all
Péyry entities).

(B)  Ontario Class Action

6] Final Order approving settlement containing satisfactory Pieringer
terms and structure and dismissing action;

(1) 1) above requires:

(@)  certification for settlement purposes with 1) class definition
agrecable to E&Y; ii) notice in all relevant jursidictions
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(including Canada, U.S., Hong Kong, Singapore and PRC);
and iii) opt-out threshold agreeable to E&Y;
(b)  fairness hearing having been held to result in ().

(©)  Quebec Class Action

3) Final order approving settlement containing satisfactory Pieringer
terms and structure and dismissing action;

(i)  certification and settlement approval as in (B).
(D)  U.S. Proceedings including Class Action

) Final order approving settlement containing satisfactory Pieringer
terms and structure and dismissing action;

(i)  certification and settlement approval as in (B).

(i)  Undertaking of Company (Applicant) to bring Chapter 15
proceeding to enforce Canadian CCAA order;

(iv)  final U.S. order, in compliance with U.S. laws, recognizing CCAA4
order.

IT. Releases and Undertakings

(A)  Full and Final Release and Claims Bar in both CCAA4 Plan and final
Sanction Order;

(B)  Full and Final Release from Ontario Class Action Representative Plaintiffs
on their own behalf and in their representative capacities, including an
agreement not to consult or cooperate with any other party in advancing
Claims against E&Y;

(C)  Full and Final Release from Company, directors and officers, noteholders
and others on satisfactory Pieringer terms and language;

(D)  Agreement from Ontario class counsel and from noteholders’ counsel to
pot act for or consult with or assist any plaintiffirepresentative
plaintiff/claimant in respect of any Claim or potential Claim against E&Y
in any jurisdiction;

(E)  Full and Final Release from Quebec Class Action Representative Plaintiffs

on their own behalf and in their representative capacities, including an
agreement not to consult or cooperate with any other party in advancing

Claims against E&Y;
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Agreement from Quebec class counsel to not act for or consult with or
assist any plaintiff/representative plaintiff in any jurisdiction;

Full and Final Release from U.S. Class Action Representative Plaintiffs on
their own behalf and in their representative capacities including an
agreement not to consult or cooperate with any other party advancing
Claims against E&Y; and

Agreement from U.S. class counsel to not act for or consult with or assist
any plaintiff/representative plaintiff/claimant in respect of any Claim or
potential Claim against E&Y in any jurisdiction.



