BETWEEN:

Court File No. CV-16-11325-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

ERNST & YOUNG INC.
in its capacity as Court Appointed Receiver of
HANFENG EVERGREEN INC.
Plaintiff

-and -

YU XINDUO and LEI L1
Defendants

RESPONSE TO DEMAND FOR PARTICULARS

THE PLAINTIFF replies to the Demand for Particulars served by the Defendants Yu

Xinduo and Lei Lei as follows:

Misrepresentations alleged with respect to the Defendant Lei

1. With respect to paragraphs 7, 10, 13, 26, 29, and 46 of the Statement of Claim:

(a) The full particulars of the misrepresentations made by Lei are within the

knowledge of the Defendants, but include:

(D)

On June 16, 2014, Lei forwarded Hanfeng Evergreen Inc. a “Letter of
Intent for Acquisition” addressed to Hanfeng Slow-Release Fertilizer Co.,
Ltd. and purportedly written by Heilongjiang PengCheng Fertilizer Co.,
Ltd (“HLJ Pengcheng”). A copy of the email from Lei to Jonathan Pollack
attaching the purported Letter of Intent is attached hereto at Tab A. A
certified translation of the Letter of Intent and the purported Business
License of HL] Pengcheng are attached hereto at Tabs B and C,

respectively. Contrary to the representations in Lei’s email, the Letter of



(i)

-

Intent was not provided by HL] Pengcheng and HL] Pengcheng had no
knowledge of the purported letter of intent.

In various discussions with the Board of Directors of Hanfeng Evergreen
Inc. (“Hanfeng”), Lei repeatedly represented the identity of the purchaser
as “Pengcheng” knowing that the Board understood this to mean HL]
Pengcheng and knowing that that purchaser was a different entity.

Misrepresentations alleged with respect to the Defendant Yu

2. With respect to paragraphs 7, 10, 13, 26, 29, and 45 of the Statement of Claim:

(a) The full particulars of the misrepresentations made by Yu are within the

knowledge of the Defendants, but include:

()

(i)

On June 16, 2014, with Yu’'s knowledge, consent and direction, Lei
forwarded Hanfeng Evergreen Inc. a “Letter of Intent for Acquisition”
addressed to Hanfeng Slow-Release Fertilizer Co., Ltd. and purportedly
written by Heilongjiang PengCheng Fertilizer Co., Ltd (“HLJ
Pengcheng”). A copy of the email from Lei to Jonathan Pollack attaching
the purported Letter of Intent is attached hereto at Tab A. A certified
translation of the Letter of Intent and the purported Business License of
HL] Pengcheng are attached hereto at Tabs B and C, respectively.
Contrary to the representations in Lei's email, the Letter of Intent was not
provided by HLJ Pengcheng and HL] Pengcheng had no knowledge of the

purported letter of intent.

On June 16, 2014, a representative of Yu, Joanne Yan, advised Jonathan
Pollack that HLJ Pengcheng “is an existing client of Hanfeng [China] and
it has been doing business with Hanfeng [China] for some time” and also
that “the bidder is independent of Hanfeng [China]”. Contrary to these
representations, the “bidder”, Heilongjiang Harbin Pengcheng Fertilizer
Co. Ltd., was not an established until August 2014, was not an existing
client of Hanfeng China and had not done business with Hanfeng China.
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In various discussions with the Board of Directors (“Board”) of Hanfeng
Evergreen Inc. (“Hanfeng”), Yu repeatedly represented the identity of the
purchaser as “Pengcheng” knowing that the Board understood this to
mean HL] Pengcheng and knowing that that purchaser was a different

entity.

In presentations to the Board, Yu repeatedly misrepresented the purchaser
as HLJ Pengcheng, a well-known company that was an existing client of
Hanfeng China knowing that that purchaser was a different entity
unrelated to HL] Pengcheng.

On August 8, 2014, Yu, acting as an authorized representative of Hanfeng,
entered into a Share Transfer Agreement with Heilongjiang Harbin
Pengcheng Fertilizer Co., Ltd., knowing that this was a different company
than HL] Pengcheng, which he had represented to the Hanfeng Board as a
well-known company that was an existing client of Hanfeng China and
which was the subject of the due diligence report reviewed by Yu and

relied upon by the Hanfeng Board.
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From: Lei Li [mailto:lei@hanfengevergreen.com]
Sent: Monday, June 16, 2014 10:15 AM
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BUSINESS LICENSE
(DUPLICATE COPY)

Registration No. 230223100012253

Name of Company Heilongjiang PengCheng Fertilizer Co., Ltd

Type of Company Limited liability company

Registered Address West of 9 kms South of Yi’an County, Qiqihaer City, Heilongjiang Province

Legal Person Mu Tianxue

Registered Capital 50,000,000.00

Date of Incorporation April 1, 2013

Business Term Long term

Business Scope Manufacture of bulk biended fertilizers (for the business activities that requires legal permission, they can

only be carried out with the permission from relevant departments)
Registration Department  Heilongjiang Province Yi’an County Industrial and Commercial Administration Bureau
Date March 12, 2014



Heilongjaing PengCheng Fertilizer Co., Litd.

Letter of Intent for Acquisition

To: Hanfeng Slow-Release Fertilizer Co., Ltd.

Our company, Heilongjiang PengCheng Fertilizer Co., Ltd., a duly incorporated and
existing enterprise, gained certain understanding about your company during the
cooperation on slow release fertilizer trial and promotion. Given your current situation,
our company have strong interest in acquiring your company, and hereby present you
our Letter of Intent for Acquisition (“LOI”). This LOI has been authorized by our
superior authority, and the necessary decision making procedures have been fulfilled.

The detailed terms are listed as below:

1. Acquire Hanfeng Slow-Release Fertilizer Co., Ltd. (“Heilongjiang Hanfeng™) in
whole, including but not limited to all assets, accounts receivable, existing
inventory, labor contracts, income and debt and creditor's rights, existing legal
dispute, various risks and potential risk, other obligations etc., as of the date of
this LOIL. Our preliminary offer is about RMB 200,000,000-300,000,000, which
will be finalized by the two parties after our comprehensive evaluation and due
diligence;

2. If you agree, we will engage a third party appraisal entity for a thorough and
detailed due diligence and evaluation, and furnish relevant acquisition procedures.
If everything goes as planned, the formal acquisition contract is expected to be
executed by June 30, 2014.

3. After the acquisition is decided, the current legal person of your company must
stay for 6-8 months for the follow-up hand over. He will be entitled the
accommodation and lodging subsidy from our company, but not any options,
shares, or profit distribution, nor take any and all legal responsibilities after the
execution of the contract.

If you are interested in this offer, please kindly contact the responsible person of our
company (Ren Yanjia, cell: 15046175515) to finalize the detailed terms and other
matters.

Look forward to your reply.

Attachment: Business Licence of Heilongjaing PengCheng Fertilizer Co., Ltd.

Heilongjaing PengCheng Fertilizer Co., Ltd.
June 16, 2014
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TRANSPERFECT

City of New York, State of New York, County of New York

I, Wendy Poon, hereby certify that the document “ATT26507” is to the best of my

knowledge and belief, a true and accurate translation from Chinese (S) into English.

Wendy Poon

Sworn to before me this
May 19, 2016

»
o~

o

O

Signature,é otary Public

’ FASHA YOUNGER
i No?air"; public - State of New York
No. 01Y06335137
i Quatified in KING County 018
¢ Commigsicr Exnires Dec 28, 2019,

Stamp, Notary Public

THREE PARK AVENUE, 39TH FLOOR, NEW YORK, NY 10016 | T 212.689.5555 | F 212.689.1059 | WWW.TRANSPERFECT.COM
OFFICES IN 90 CITIES WORLDWIDE



Heilongjaing Pengcheng Fertilizer Co., Ltd.

Letter of Intent for Acquisition

To: Hanfeng Slow-Release Fertilizer Co., Ltd.

Our company, Heilongjiang Pengcheng Fertilizer Co., Ltd., a duly incorporated and
existing enterprise, gained a certain understanding about your company during the
cooperation on slow-release fertilizer trial and promotion. Given your company’s
current situation, our company has a strong interest to acquire your company, and
hereby presents you our Letter of Intent for Acquisition (“LOI””). This LOI has been
authorized by our company’s higher authority, and the necessary decision making
procedures have been fulfilled. The detailed terms are listed as below:

1.

Acquire Hanfeng Slow-Release Fertilizer Co., Ltd. (“Heilongjiang Hanfeng”) in
whole, including but not limited to all assets, accounts receivable, existing
inventory, labor contracts, income and debt and creditor's rights, existing legal
dispute, various risks and potential risk, other obligations etc., as of the date of
this LOI. Our preliminary offer is about RMB 200,000,000-300,000,000, which
will be finalized by the two parties after our comprehensive evaluation and due
diligence;

If you agree, we will engage a third-party appraisal entity for a thorough and
detailed due diligence and evaluation, and complete the relevant acquisition
procedures. If everything goes as planned, the formal acquisition contract is
expected to be executed by June 30, 2014.

After the acquisition is decided, the current legal representative of your company
must stay for 6-8 months for the follow-up handover. He will be entitled to the
accommodation and lodging subsidy from our company, but not any options,
shares, or profit distribution, nor take any and all legal responsibilities after the
execution of the contract.

If you are interested in this offer, please kindly contact our company’s
person-in-charge (Ren Yanjia, 15046175515) to finalize the detailed terms and other
matters.

Look forward to your reply.

Attachment: Business License of Heilongjaing Pengcheng Fertilizer Co., Ltd.

[seal:]
Heilongjaing Pengcheng Fertilizer Co., Ltd.
June 16, 2014
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TRANSPERFECT

City of New York, State of New York, County of New York

I, Wendy Poon, hereby certify that the document “ATT62930” is to the best of my

knowledge and belief, a true and accurate translation from Chinese (S) into English.

Wendy Poon

Sworn to before me this
May 19, 2016

Signaturé] Notary Public

ALITASHA YOUNGER ™
{ Notary Public - State of New 7o+ |
No.01Y06335137 ’
Qualified in KING County
JLommission Expiray es ™

Stamp, Notary Public

QFFICES IN 50 CITIES WORLDWIDE



BUSINESS LICENSE
(COPY)

Registration No. 230223100012253

Name of Company Heilongjiang Pengcheng Fertilizer Co., Ltd

Type of Company Limited Liability Company

Registered Address West of 9 kms South of Yi’an County, Qiqihar City, Heilongjiang Province

Legal Representative Mu Tianxue

Registered Capital 50,000,000.00

Date of Incorporation April 1, 2013

Business Term Long term

Business Scope Manufacturer of bulk blended fertilizers (For business activities that require legal permission, they can only

be carried out with permission from relevant departments.)
[seal:]
Registration Department  Heilongjiang Province Yi’an County Administration for Industry and Commerce
Date March 12, 2014

[seal: Heilongjiang Pengcheng Fertilizer Co., Ltd]
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