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Court File No. CV-14-10667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. c. C.43 (as amended)

AND IN THE MATTER OF HANFENG EVERGREEN INC.

FIRST REPORT OF THE RECEIVER
DATED SEPTEMBER 12, 2014

INTRODUCTION

1.  On August 20, 2014, pursuant to an order issued by the Ontario Superior Court of
Justice, Emst & Young Inc. was appointed as receiver and manager (the “Receiver”)
of the assets, undertakings and properties of the Hanfeng Evergreen Inc. (“Hanfeng”
or the “Company”), pursuant to section 101 of the Courts of Justice Act (Ontario).

PURPOSE

2. The purpose of this first report of the Receiver (the “First Report”) is to provide this

Court with information in respect of the following:

e status of the sale of the Company's wholly owned subsidiary, Hanfeng Slow-

Release Fertilizer Co., Ltd.; and

e the Receiver’s request for an order establishing a process to resolve any
claims against Hanfeng and establishing a claims bar date by which such

claims must be filed.
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TERMS OF REFERENCE

3. In preparing this First Report and making the comments herein, the Receiver has
been provided with, and has relied upon, certain unaudited, draft and/or internal
financial information, prepared by the Company’s books and records, discussions
with employees of the Company and information from other third-party sources
(collectively, the “Information”). Except as described in this First Report:

(a)  The Receiver has not audited, reviewed or otherwise attempted to verify
the accuracy or completeness of the Information in a manner that would
wholly or partially comply with the Generally Accepted Assurance
Standards pursuant to the Canadian Institute of Chartered Accountants
Handbook and, accordingly, the Receiver expresses no opinion or other

form of assurance in respect of the Information; and

(b)  The Receiver has prepared this First Report in its capacity as a court-
appointed officer solely for the use of this Court and the stakeholders in
these proceedings and will make a copy of this First Report available on
the Receiver’s website at www.ey.com/ca/hanfeng.

4. All monetary amounts contained herein are expressed in Canadian dollars, unless
otherwise stated.

GENERAL BACKGROUND

5. The Company, through its wholly-owned subsidiaries, was a developer and producer
of value-added fertilizers in the People’s Republic of China (“China”). The Company
is incorporated under the laws of Ontario with its registered head office in Toronto.

6. The Company has no independent operations and exists solely as a holding company
for certain operating entities located in China. By mid-August 2014, the Company’s

principal remaining un-monetized asset was all the issued and outstanding shares of



Hanfeng Slow-Release Fertilizer Co., Ltd., a company legally registered and
established in China (the “Chinese Subsidiary”).

7. On August 20, 2014, following an application by the Company, this Court:

e issued an order appointing Ernst & Young Inc. as the receiver and manager of

the Company (the “Receivership Order”); and

e approved a share transfer agreement between the Company and Heilongjiang
Harbin Pengcheng Fertilizer Co., Ltd. (the “Purchaser”) dated August 8, 2014
(the “Share Transfer Agreement”) in respect of the shares of the Chinese
Subsidiary (the “Shares™) and the transaction contemplated therein (the “Share
Transfer Transaction”) and provided for the vesting of all of the Shares in the
Purchaser free and clear of any encumbrances upon the completion of the
Share Transfer Transaction (the “Vesting Order”).

8.  The Receiver has made various materials relating to the receivership available on its

website at www.ey.com/ca/hanfeng.

SHARE TRANSFER TRANSACTION UPDATE

9.  The Receivership Order provides, among other things, for the Receiver to close the

Share Transfer Transaction and collect the purchase price payable thereunder.

10. The Receiver is proceeding to complete any necessary steps required for the closing
of the Share Transfer Transaction, including coordinating with the Company’s

Chinese counsel as needed.

11. Pursuant to the terms of the Share Transfer Agreement, RMB 12,400,000
(approximately $2.2 million) has already been received from the Purchaser.

12. A further RMB 37,200,000 (approximately $6.6 million) was due ten business days
after the date of approval of the Share Transfer Transaction by this Court. The
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Receiver understands that the payment was delayed on account of regulatory
clearance from China's State Administration of Foreign Exchange (“SAFE”). The
Receiver further understands that SAFE clearance has now been obtained and
expects receipt of the payment in the week ending September 19, 2014.

HANFENG CLAIMS PROCESS
General

13. The Receiver seeks an order for the establishment and resolution of any claims
against the Company (the “Claims Procedure Order™).

14. The purpose of the proposed Claims Procedure Order is to:

e establish a process to ensure that all parties with a claim or an alleged claim be

called upon to advance their claim expeditiously;
e to permit such claims to be processed and adjudicated efficiently; and

e to analyze and consider the effect of any such alleged claims prior to any

distribution of the remaining assets to Hanfeng’s shareholders.

15. The Claims Procedure Order establishes a Claims Bar Date (as defined below) and
sets out the procedures for the calling of proofs of claims and a process to lead to
the final determination of the Claims (as defined in the Claims Procedure Order).

Claims Bar Date

16. The Receiver proposes that any Person (as defined in the Claims Procedure Order)
asserting a Claim be required to file a proof of claim with the Receiver prior to 5:00
pm (prevailing Eastern time) on November 10, 2014 (the “Claims Bar Date”).

17. Any Person that fails to file a Proof of Claim (as defined in the Claims Procedure
Order) with the Receiver on or before the Claims Bar Date shall:



18.

e be forever barred from making or enforcing any Claim against the Company;

and

e not be entitled to any further notice in these proceedings, and shall not be
entitled to participate as a Claimant (as defined the Claims Procedure Order)
in these proceedings.

The Receiver submits that the Claims Bar Date is reasonable. It provides parties
with a claim or an alleged claim with 45 calendar days from the date of the
proposed Claims Procedure Order to evaluate their Claims against Hanfeng and
submit the necessary Proofs of Claim.

Notice of Claims Procedure

19.

20.

21.

The Receiver will publish a Notice of Claims Procedure and Claims Bar Date (as
defined in the Claims Procedure Order) in the Globe and Mail (National Edition),
the National Post (National Edition) and a local newspaper in Heilongjiang province
in China no later than September 30, 2014. A copy of the Notice of Claims
Procedure and Claims Bar Date is attached as Schedule A to the Claims Procedure
Order.

The Receiver will post an electronic copy of the Notice of Claims Procedure and
Claims Bar Date on its website www.ey.com/ca’hanfeng as soon as practicable but
by no later than September 30, 2014.

The Receiver will send a copy of the Claims Package (as defined in the Claims
Procedure Order), which includes among other things, a Proof of Claim to each
Known Creditor (as defined in the Claims Procedure Order) by regular mail,
courier, facsimile, or electronic mail as soon as practicable but by no later than
September 30, 2014. A copy of the Proof of Claim is attached as Schedule B to the
Claims Procedure Order.
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22. In addition, provided that such request is received by the Receiver prior to the
Claims Bar Date, the Receiver will send a copy of the Claims Package to any
Claimant as soon as reasonably possible after receipt of such a request for a

package.

23. In the Receiver’s view, the identification of Known Creditors, the mailing of the
Claims Package, the publication of the Notice of Claims Procedure and Claims Bar
Date described above will provide sufficient and timely notification to allow parties
with a claim or an alleged claim to submit their Proofs of Claim prior to the Claims

Bar Date.
Adjudication of Claims

24. The Receiver will review each Proof of Claim filed and at any time may:

a) request additional information from a Claimant;

b) attempt to consensually resolve the amount of the Proof of Claim with the
Claimant;

¢) accept (in whole or in part) the amount and/or status of the Claim;

d) by notice in writing, no later than 20 calendar days after receipt of the Proof of
Claim, revise or disallow (in whole or in part) the amount and/or status of any
Claim by delivering to the Claimant a notice of revision or disallowance (the
“Notice of Revision or Disallowance”). A copy of the Notice of Revision or
Disallowance is attached as Schedule C to the Claims Procedure Order; and/or

¢) refer the Claim to a Claims Officer (as defined in the Claims Procedure Order)

or to this Court for resolution;

25. Any Claimant who intends to dispute the amount of its Claim as set out in the
Notice of Revision or Disallowance must file a Dispute Notice with the Receiver no
later than 20 calendar days after the date of the Notice of Revision or Disallowance.
A copy of the Dispute Notice is attached as Schedule D to the Claims Procedure
Order.



26,

27.

28.

29,

30.

31

The Receiver submits that the period of time to file a Dispute Notice is reasonable
as most Claimants will have performed an evaluation of their Claim prior to
submitting a Proof of Claim and therefore should be in a position to respond within
the time period established.

The Receiver believes the appointment of Claims Officers (as defined in the Claims
Procedure Order) to the extent necessary will greatly assist with the administration
of the provisions of the Claims Procedure Order and provide an efficient and timely
means of determining those claims that are disputed and which the Receiver is

unable to resolve.

Upon receipt of a Dispute Notice, the Receiver may
a) attempt to consensually resolve the amount of the Claim with the
Claimant;
b) refer the dispute to a Claims Officer for determination; and / or
c¢) bring the dispute before this Court for determination

If the Receiver refers the dispute to a Claims Officer for determination, the Claims
Officer will determine the manner, if any, in which evidence may be brought before
the Claims Officer by the parties as well as any other procedural or substantive

manners.

The Claims Officer shall schedule and conduct a hearing to determine the validity,
amount and/or classification of the Claim and as soon as practicable thereafter

notify the Receiver and Claimant of his or her determination.

The Claimant and the Receiver each have the ability to appeal a determination of the
Claims Officer by way of motion to this Court filed within 15 calendar days of
delivery of such determination. If an appeal is not filed within such 15-day period,
then the Claims Officer’s determination shall, subject to a further order of this



Court, be deemed to be final and binding and shall be a Proven Claim (as defined

in the Claim Procedure Order).
Conclusion

32. The Receiver believes that the Claim Procedure Order establishes a robust overall
procedural framework that provides for an efficient mechanism for claims to be

processed and adjudicated.
All of which is respectfully submitted this 12th day of September 2014.

ERNST & YOUNG INC.
In its capacity as Receiver of
Hanfeng and not in its personal or corporate capacity

Murray A. McDonald
President
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Court File No. CV-14-10667-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. c. C.43 (as amended)

AND IN THE MATTER OF HANFENG EVERGREEN INC.

SUPPLEMENT TO FIRST REPORT OF THE RECEIVER
DATED SEPTEMBER 22, 2014

PURPOSE

This supplement to the First Report of the Receiver (the “Supplemental First
Report”) is provided in reference to the Receiver’s First Report dated September 12,
2014 (the “First Report”). The purpose of the Supplemental First Report is to
provide this Court with information in respect of the status of the sale of Hanfeng
Evergreen Inc.’s (or the “Company”) wholly owned subsidiary, Hanfeng Slow-

Release Fertilizer Co., Ltd (the “Chinese Subsidiary™).

TERMS OF REFERENCE

2.

In preparing this Supplemental First Report and making the comments herein, the
Receiver has been provided with, and has relied upon, certain unaudited, draft
and/or internal financial information, prepared by the Company’s books and
records, discussions with employees of the Company and information from other
third-party sources (collectively, the “Information”). Except as described in this

Supplemental First Report:

(a) The Receiver has not audited, reviewed or otherwise attempted to verify
the accuracy or completeness of the Information in a manner that would
wholly or partially comply with the Generally Accepted Assurance

Standards pursuant to the Canadian Institute of Chartered Accountants
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Handbook and, accordingly, the Receiver expresses no opinion or other

form of assurance in respect of the Information; and

(b)  The Receiver has prepared this Supplemental First Report in its capacity
as a court-appointed officer solely for the use of this Court and the
stakeholders in these proceedings and will make a copy of this First

Report available on the Receiver’s website at www.ey.com/ca/hanfeng.

3. All monetary amounts contained herein are expressed in Canadian dollars, unless

otherwise stated.

GENERAL BACKGROUND

4.  On August 20, 2014, following an application by the Company, this Court approved
a share transfer agreement between the Company and Heilongjiang Harbin
Pengcheng Fertilizer Co., Ltd. (the “Purchaser”) dated August 8, 2014 (the “Share
Transfer Agreement”) in respect of the shares of the Chinese Subsidiary (the
“Shares”) and the transaction contemplated therein (the “Share Transfer
Transaction™) and provided for the vesting of all of the Shares in the Purchaser free
and clear of any encumbrances upon the completion of the Share Transfer

Transaction (the “Vesting Order”).
SHARE TRANSFER TRANSACTION UPDATE

5. On September 12, 2014, the Receiver provided the following update in the First

Report in respect of the payments contemplated in the Share Transfer Transaction:

e Pursuant to the terms of the Share Transfer Agreement, RMB 12,400,000
(approximately $2.2 million) has already been received from the Purchaser;

and

e A further RMB 37,200,000 (approximately $6.6 million) due ten business
days after the date of approval of the Share Transfer Transaction by this Court

was delayed on account of regulatory clearance from China's State



Administration of Foreign Exchange (“SAFE”). The Receiver understood that
as of September 12, 2014, SAFE clearance had been obtained and that the
payment would be processed and released. The Receiver expected receipt of

the payment in the week ending September 19, 2014.

Subsequently, on September 15, 2014 the Purchaser advised the Receiver, that
notwithstanding that SAFE clearance had been obtained, the bank handling this
remittance (the “Bank”) informed the purchaser that after the Bank’s review of the
supporting documentation, the Bank would not initiate the RMB 37,200,000
payment unless it received a notarized copy of the Vesting Order which had been
appropriately authenticated by Official Documents Services, Ontario and the
Consulate of the People’s Republic of China (the “Authenticated Court Order™).
Therefore, the Receiver proceeded to undertake the requisite steps and has
dispatched a copy of the Authenticated Court Order to the Purchaser. The Receiver
understands that payment will be initiated forthwith after receipt of the
Authenticated Court Order by the Purchaser and the Bank.

The Receiver understands that the Authenticated Court Order has arrived in Harbin,
China (where the Purchaser is located) and that delivery to the Purchaser is pending.
The Receiver also understands that the Purchaser will deliver the Authenticated

Court Order to the Bank forthwith upon receipt.

All of which is respectfully submitted this 22nd day of September 2014,

ERNST & YOUNG INC.
In its capacity as Receiver of
Hanfeng and not in its personal or corporate capacity

Per:

e

Murray A. McDonald
President



Appendix “E”



Share Transfor Agreemeﬁt
BAEAEWH WS

Seller (‘Party A'): Hanfeng Evergreen Inc.

WF (FA) : mEATAERARAR

By its authorized signatory, Xinduo Yu Position: CEO
BEEFA: THE B HHEITE
Address: Toronto, Ontario, Canada

Mot AZEGEERE T

Buyer (‘Party B’): Heilongjiang Harbin Pengcheng Fertilizer Co., Lid.

RUF (TH) : RATBRAEBERELHIRAH

By its authorized signatory, Yanjia Ren Position: Vice GM
BREF A HEN R MEER
Address: Harbin, Heilongjiang,China

ko B e LA A AR

Wheteas:

€T
1. Hanfeng Slow-Release Fertilizer Co., Ltd. is &8 company legally registered and
established in China , validly existing as a limited liability company in accordance

with the laws of China (hereinafter referred to as the *Target Company'):
Registration number: 230223100012253
Legal address: Shangzhi Economic Development Zone, Heilongjiang

Business scope: Compound and blend fertilizer manufucture
RETAREFERARANRA-REF D4R EMBRIHAARESHHIR
SEAE (LUITEA “BFAE" ) .

EM-F N 230223100012253

BRI BRRILAHETEHFARK
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SEEEAN: RERNE

. Hanfeng Evergreen Inc. (hercinafler referred to as ‘Party A’) is a corporation
organized and existing under the laws of Ontario, Canada and a validly existing
corporation. On the date of signing this agreement, Party A Is the legal shareholder
of the Target Company, whose capital contribution is 37250000 USD, accounting
for 100% of the total vegistered capital of the Target Company, Target Company is a
wholly-owned subsidiary of Party A,

AABEABAR (UATR “Fh" ) REMEAAZENATRFLNR
BAMAR, REFAEHSERBAK, BFHHA 37250000 £55, & EHFARE
M ARG 100%, BRADRTFHLEFAT,

. Heilongjiang Harbin Pengcheng Fertilizer Co., Lid. (hereinafter referred to as
‘Party B’) is a legally registered company in China and a validly existing limited
liability company.
RALGARBERLFRAT LTHh “2KF” ) REVESEEMERR
FERBEAARIELF.

Both Party A and Party B, through friendly negotiation, on the basis of equality,
willingness, and mutual benefit, agree that Party A shall transfer its ownership of
100% of the shares in the Target Company to Party B or its designated subsidiary.
Both parties have reached the following agreement:
APLRATERFWE, EF%. OB, TAELEHNEYE, —HAXTH
H K BrIH #9 B AR 5 100 R BARSLS 2 R R F A/, WA A ik

AW T—HERL:
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Clause 1 Definition

)54
The following Interpretation for the definition and meaning of words and terms in this

agreement shall prevail: ‘
AW WP RAEREHERXREXUTA MRS R,
1.1 Right of shates

AR,

Party A, as a result of paying for the registered capital of the Target Company, enjoys all the
rights conferred to the shareholder of the Target Company under Chinese laws and the Target
Company’s Articles of Agsociation.

WA A BAFASMRATE BRA T RRIH URER T B Rdh BRASELHR
T # BT AT W JROR AR

1.2 Date of sigtiihg of agreement
WREER
This refers to the date when both parties duly execute this agreement, on which date this
agreement is effective and binding on the parties.
FH VR A EHF ARy BY, BPUNEFZARER, FHPURFARLERS.
1.3 Registeted capital
PR s

This refers to the total amount of capital contributions made and paid for by the shareholder to

the Target Company which is registered with governmental avthorities.
Fy A4 B BT BT A A B SRR U A B FE 3

1.4 Agreement Object

HARRY
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This refers to the 100% of the equity shares owned by Party A in the Target Company.,
I W 7 Br A o B AR 31 100%4% .
1.5 Chinese law and regulations

P EEE BM

Existing laws, regulations, and legally binding rules, measures, and ather forms of normative
documents promulgated by the government of the People’s Republic of China and its various
departments before this agresment comes into effect (including the date of signing this agreement),
including but not limited to Company Law of the People’s Republic of Cltina,IConlract Law of the
People’s Republic of China, and Foreign Investment Enterprise Law of the People’s Republic of
China,

FABPWERK EW (W AR ) RAHFRTHREZE, ZAPBFRARAFER
i B A BTV AT I R PR A AT L AR U RSB AWM X, B ETRT

{PEARKMEATE) . (PREARKREARANL) , (PEARKEMEIESLE) €.

1.6 Completion of transaction

x5 R

The transaction will be deemed completed when the shares of the Target Company originally
registered under the name of Party A in Harbin Administration for Indusiry and Commerce are
legally transferred to Party B or its designated subsidiary.

FPAEGRREVIHTREFERRB DB RFAHEENCARAERIFANL TR, B
R F 5 Mo

1.7 Transition Perdod

SEM

It refers to the period from the effective date of this agreement to the date of completion of the
transaction completed in this agreement.

FPRERZ BERARXFFAZBNA.
1.8 A
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Creditand debt

AR bR AN EFASINES, FTRFERAGEAPHES.
The debt hereto refers to the credit of the Target Company, and the Target Company’s debt payable
1o Patty A is excluded.

Clause2  Representations and warranties

W2gk  BRRARKE
2.1 Representations and warranties by Party A

7 P W] e fRE

2.1.1 Party A is the sole legal owner of the Agreement Object, having the full right to dispose of
the Agreement Object.

VA AW IURR AR — AR &, SRR A A TR
2.1.2 Before signing this agreement, Party A has not signed any legal document in any form relating
to the sale of the Agreement Object with any other third party, nor has Party A taken any legal means
to dispose of the Agreement Object in any form. Such disposal includes but not limited to transfer,
pledge, entrusted management, and transfer of all or part of the rights attached to the Agreement
Object. _

AP UEL DR EAR, PARGEANFZFEREABRBEEICH. FRREE
A R e A3 0 7 R IR T HEABANAE, AREBHEERRTHL. FF. 2
FEER. LERB T ORI B & R LRA.
2.1.3 After signing this agreement, Party A agrees not to sign any form of legal document with any
third party or take any other steps to dispose of all or part of the Agreement Object. Such disposal
includes but not limited to transfer, pledge, entrusted management, and lran;sfer of all or part of the
rights attached to the Agreement Object.

KOUERE B, T HETL SEMSZHETENBRMARXS, FF L RREN
EHAFNAA KB RAF N AL HRWDRTEATANLE, YA QEETRT L,
R, BARER, LEN R T BURRR I RAL -
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2,14 Party A guarantees that it will be the sole shareholder of the Target Company until the
completion of the share transfer. No other person edjoys right of first refusal to the Agreement
Object. After this agreement comes into effect, Party A will use its commerciaily reasonable efforts
1o assist Party B to deal with all the procedures involved in the transfer of the Agreement Object,
including but not limited to amending the Articles of Association of the Target Company,
restructuring the Board of Directors, and filing documents related to equity change with relevant
authorities.

FARER BRAFAE—RE, EEXHRER. BARBETAX B RIRHER R AR E

e APRERE, FHARRALLGELRABH LT AEHAFNE LN - FR, QEEF
BRFEHEFAEMAEEE, RAKRITL. OFXNXBERT ABRRTERHH.
2.1.5 Party A goarantees that, before the formal transfer of shares of the Target Company between
Party A and Party B, the Target Company has acquired the important government permits, approvals,
and authorizations for its normal production opetation, which are all currently in force. Party A shall
ensure that none of such government permits, approvals or authorizations is invalid prior to the
completion of'the transaction.

FARIE, EFHF 5L A EAZE BARA TRAKH, B0 T FRH SR T RIEH &

EREXRTENYRET, #8, RARWLYWHARMY, FERRIBEFHET. RAERERE
%5 e W RA K.
2.1.6 Parly A guarantees, on the date of signing this agreement, all the information of the Target
Company provided to Party B, including but not limited to financial position, production and
management, company’s registration and assets position shall be true and legal in all material
respects.

FHRETRBRETE, AL TREWERAANLHHR, CHEETRTHHHR.
EFZEWR. AFAIHRICHR. REGREHHIE, %8,

2.1.7 Party A agrees that, after full payment of all transfer price by Party B in accordance ﬁith
Clauses 3.3.1, 3.3.3 and 3.3.4, upon the liquidation of Party A, Party A shall unconditionally and
irrevocably assign the promissory note issued by Party B to Mr. Xinduo Yu tI‘z’rough endorsement

upon receipt by Party A of the consideration as agreed to between Mr. Xinduo Yu ;md Party A.
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The promissory note so assigned shall serve as guarantee of performance and fund for Mr. Xinduo
Yu during his transition period. Where there is a difference between the promissory note amount and
the amount payable to Mr. Xinduo Yu, it shall be negotiated to make up the balance by Party A and
Mr. Xinduo Yu themselves in Canada. To protect Party B from potential risks, should Party A fail
1o perform the said agreement to assign the promissory note, the provisions of this Agreement and
the Guarantee Agreement executed by Party B and Mr. Xinduo Yu shall apply.
FPHAEZEZFERS.3.1, 3.3.3M0 3.3 4 £H AL BRI MK (L3 205K WK

B) G, £V ARANSTFHFRATHFF PP ARG RELE BT TREME F LA
RSN R E MY B 7 RS TFHE, 4 T HRFLH 0 BIREE &ARiE, SRR
ERARALHENNATHENSFAEEN, 2WL AP THELELERBTHHT
fr. WRFHARET LRARKREFADIH LS THE. LFAREDLHFEREIHRER
B, #BAERABRRLY 5 THELFHREDHRLHAT.

2.2 Reptesentations and watrantics by Patty B
THERRRE

2.2.1 With regard to the registering the share transfer, Party B warrants that it is legally capable of
acquiring the Agreement Object, and the normal legal procedures of shares transfer will not be
affected by its own individual constraints.

RFBARI, ZAREXFAZRREHZED VRGN EME, FQEN AL &%
£ FR 3 0 2 R AR % 3L e PR FF Y IE W AT .

2.2.2 Party B has sufficient cash available to acquire the Agreement Object. Party B guarantees to
pay the transfer price in accordance with the provisions stipulated in this agreement,

L7778 R T R 4 R B VU, 07 ORE R AR SRR B R B 2 08 o 4k i 3k
2.2.3 No filing with, notice to or authorization of, any governmental entity is required by Party Bas a
condition to the lawful completion of the transaction.

CHRAREXG, LHARBRRANGNERRT 0, RYFNGaRE,

224 Party B acknowledges that to ensure its own benefits it has conducted an independent
investigation on the business, operations, assets, liabilities and financial condition of the Target

Company, and in making the determination to proceed with the transactions contemplated by this
7/18



agreement, has relied solely on the results of its own independent investigation and the
representations and warranties in section 2.1.

ZAMNERRBBEEHBRFRXHWLER Y, IR BAFE, BRYE A8 d
F. 8%, BF. ARFPHFRABTTHINE, Z2RBRECHETRENR2 1 #H A
BRI,
2.2.5 Following omnplcﬁon of the transaction, ?ariy B guarantees it will not pay to Mr. Xinduo Yu
any payroll, dividend, premium or any other compensation in any form othei' than reimbursing him
for reasonable travel, meals and accommodation expenses to the extent that Party B requests that Mr.
Xinduo Yu travel on behalf of Party B or the Target Company.

RAZRE, LHARERTSIXMGTHREEMTE, Lfl. XERHBETHALTH,
HFLABRTFHERRLAXERA 4B HE, KA EEERANBMERSS.
2.2.6 Party B acknowledges knowing the current assets position, all current and past conditions, all
debts and creditor’s rights as well as various risks and other obligations of the Target Company as of
May 31, 2014, including but not limited to:

AR T REHRD TRE2014 45 A 31 BT E SRR FTH S0 5050,
AR ERE, URELHRROAMIE, QEETRT.
2.2.6.1 Sustainable operation related risk caused by the aging equipment of the Target Company;
BREADRELAFRNEBEREERE,
2.2.6.2 Bad debt related risk caused by the current debts and creditor’s rights of the Target Company;
B 472 834 FAX O 5 i 4R e AR
2.2,6.3 Legal dispute related risk caused by employee severance of the Target Company;
B4 8 R T 5] R n s AR
2.2.6.4 Potential risks of employee group incidents and laid-off employee disturbance due to the
purchase by Party A;
P BT 5 B R TP LR AR R T P A AR
2.2.6.5 Tax source supervision risk;

HEHERAR;
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2.2.6.6 The risk that the government compulsively require {o restore the environment due to the
change of business activities resulting from the share transfer.
ERRFEILEBE L F RAEXM, HABIRFZEREAFTAHAR;

2.2.6.7 Legal dispute related risk caused by the potential secondary harm resulted from the
agrochemical trials, previous production and sales of the Targét Company since its operation;;

B AR FE S DR RSB 7 A bk A SO TR B LI RIS, i, B B4R
LR G A A RS R

2.2.6.8 Potential assets puarantee, legal disputes, public judgment and all other risks concerning the
management and operation of the Target Company during the period when Party A was running
without supervision, subject to the proxy contest;

FABARERS ¢ SR EFAATAFEENP, BRAFFRPEE > LoHERFE
1%, RHA% . MARBERAB AR,

2.2.6,9 Other risks for the entity sale.

R FRFEAH AR,

Clause 3 Transfer of shares

BAX B ik
3.1 Agreement Object

WARR

Subject to the terms of this agreement and conditional on obtaining sharcholder approval by its
shareholders or court approval for the transfer of the Agreement Object, Party A agrees to sell its
100% ownership of the shares in the Target Company and any of its rights to the website and domain
name www.hanfengevergreen.com to Party B or its designated subsidiary.

AT Z WAL BT 7 R By o8 R B UUAR A # 1L A Sk B bR, W o B B L BT e
By B AR ) 100589 AT B2 KR E B RSB L A M B L7 7 R EHR FAF.
3.2 Transfer price
ik ek '
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Based on the financial statements and current conditions of Target Company as of May 31,
2014 (“Benchmark Date™), the total fransfer price of the Agreement Object shall be Two Hundred
and Porty Eight million RMB (248,000,000 RMB), 80% of which, i.e 198,400,000 RMB or
equivalent USD (which shall be converted as per the benchmark exchange rate posted by the
People’s Bank of China at the date of payment) shall be payable in cash by wire transfer to the
designated account of Party A, and the balance of 20% , i.¢ 49,600,000 RMB shall be payable in a
promissory note issued by Party B to Party A.

EZFHFAT 201445431 B (UTH“EEE")) WHFREREFATRRA, £
BARMSAL R NN 2. B EZTART (A%5: ARTRCHATHEL ) | P S0k
80%, B 1.984 RTXARTREFMWAT (FMAKLHFHARATAFHERIORKTH KH#
RAWHLRAALCEZFFHRIS, Lo ohakhh 20%, B 4960 A RT HANZ 57
REREHRBITHTFH.

3.3 Method and time of payment

A R BB

3.3.1 Within seven business days of the date of signing this agreement, Party B shall pay Party A 5%

of the total purchase price, i.e. 12,400,000 RMB or equivalent USD (which shall be converted as per

the benchinark exchauge rate posted by the People™s Bank of China at ihe date of payment).

AP RETZHREAMTHEBN, THRTHFXGEIERE 5% B 12,400,000 7T A K
REERT (FMARZHFEARRTAFALBLRITR .

3.3.2 The payments described in sections 3.3.1 shall be held by Party A as a performance guarantee

bond, If the Party B fails to complete the transaction as required in accordance with the terms of this
agreement, in addition to any other remedies that Party A may have under applicable law, Party A
shall be entitled to retain the performance guarantee bond.

AN 3.3 1 TR MHK, PAREHRARES. WRLHRBEMABRAEH
RREREX G, WARRERMEE T 7 TEANPRFENS, FHARRYHAHRIES.
3.3.3 Within ten business days of the date of approval for this transaction by the shareholders of
Party A or by the court, Party B shall pay Party A an additional 15% of the total purchase price, i.e.
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37,200,000 RMB or equivalent USD (which shall be converted as per the benchmark exchange rate
posted by the People’s Bank of China at the date of payment).
FHBRAR SRR RERMERKXBBEFS A LHEDN, LHFRRTFIXFERKE

15%, B 37,200,000 FA RAREFMET (BAHZ DPEARGBTANWERTRIA) .
3.3.4 Within 10 business days upon closing of the transaction, Party B shall pay Party A the
remaining 80% of the total purchase price, i.e. 198,400,000 RMB or equivalent USD (which shall be
converted as per the benchmark exchange rate posted by the People’s Bank of China at the date of
payment), of which, 60% of the total purchase price, i.e. 148,800,000 RMB shall be payable In cash
by wire transfer to the designated account of Party A, and 20% of the total purchase price, ie.

49,600,000 RMB shall be delivered to Party A in the form of promissory note attached to this
agreement.

XHERETATHEBA, LA T RAKAARSK 80%, B 1984 LA ART RHF

H#ET EARZOPEHARRTAFTWERLRIFH) , H 60%, WWART 1.488 ZTH
ReXMHEFHERIK,, 20% BART 4960 75 76A A th YOG MR 5 4 2k & At .
3.3.5 After'receiving the Transfer Price from Party B in full (including the 20% promissory note),
upon the liquidation of Party A, Party A shall unconditionally and irrevocably assign the promissory
note to Mr. Xinduo Yu through endorsement upon receipt by Party A of the consideration as agreed
to between Mr, Xinduo Yu and Party A as per'Representations and warranties 2.1.7. Where there isa
difference between the promissory note amount and the amount payable to Mr. Xinduo Yu, it shall
be negotiated to make up the balance by Party A and Mr. Xinduo Yu themselves in Canada, Party
A agrees that when the note is due and payable, Party B shall pay the 20% transfer price under the
note (49,600,000 RMB) in RMB to the holder of the note without any interest, and if the promissory
note is assigned to Mr. Xinduo Yu, after deducting any deductible amounts (if any) pursuant to a
guaroniee agreement to be entered into between Party B and Mr. Xinduo Yu, and pursuant to the
terms of the guarantee agreement Mr. Xinduo Yu shall bear any risks to be boine by Party A under
2.2.6 of this agreement,

FHERBLH 2 WHLHH (BIE 208K ERFKE) B, EFFREE, RERFHL
BAEAAK 2. 1.7 & AN S B AU TP P S tnt B 4 A 2
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ATRERSBHULTHE, DRAEHKELREE DT HFFYSPFLER, LY
SETPHRTHEERSA AT R T, Fr R B LAEHEBBME B, 24 BRI
FHKETT 20%80 83 # 0k (4960 7 7%) ERIBLH 5T HESFWREDNRA Ik o
B KAEEBEUARTFRBLLNEHEA, BEKBHRB LS TREE, RER
EH WG, AT P T 7 BRI 2. 2.6 TUT A At F $ré6 k4.

3.4 Bquity transfer application and procedures

RO R RTS8

3.4.1 Within 45- 60 days of slening this ngreement, Party A shall be responsible for convening Party
A’s shareholders’ meeting to seek the approval of its shareholders for this transaction or Party A
shall seek court approval in Canada for this transaction, Party B acknowledges that Party A intends
to seek court approval for the completion of this transaction within two weeks after the execution of
this Agreement.
ABNEFLHRISH60 BN, PHEAFLARBAFFRASL, RERBRFAERR
B, REFHFFRwEAZRERRUALS . FARET EHNEE BB HTFRER
st Bk, 77k,
3.4.2 In the event that the resolution of shareholders of Party A to approve this transaction fails to

obtain the requisite approval at the sharehoiders meeting calied to approve such resolution or the
court fails to approve the completion of this transaction, then this agreement becomes invalid
immediately and Party A shall return the 5% Performance Guarantee Bond paid by Party B in equal
amount within 3 business days.

WRERKAS L, FHRAASGRGNIHEIERRX S, RF % EANRRLZ
., MABR LW EFHEK, FHBEINMLHEDNERELZ 7 EXHH ¥ BHRIES.
3.4.3 Within 30 days following the date that Paity A’s shareholders approve the completion of this
transaction or the court approves the completion of this transaction, Party A shall use its
commercially reasonable efforts to assist Party B to complete the reorganization of the Board of

Directors of the Target Company, and complete all legal documents for the purpose of share transfer.
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EFFRAEZREAXEGZ ORA FRMBT AAXH L AR O ATHEEN, FH

HABLABZFARALT ZRBHEATEFLHUL, HBAET RS LY L WERX
*.
3.4.4 In accordance with Clause 3.4.3 of this agreement, within 3 days of completion of all legal
documents for the share transfer, Party A shall file the application to the approval authority, and
assist Party B to comply with Chinese law and regulations in registering the share transfer with the
relevant authorities in a timely manner.

ERRAHUE 3. 4.3 FHRERARBHEILHLBEEXAZIR I BA, FHEN
HAENKRAL, FE6hBYZ A Be PP Bl AR M R R ALK A BAR AT L RIE,

3.4.5 Both parties agree that the transaction shall be closed within 30 to 45 days upon shareholder
approval of Party A or court approval obtained by Party A.

RAARERRTHFRELQWERERRAETH 30-5 M THBAXRES.

3.4.6 All the tax payable and fees payable involved in the course of shate transfer and acquisition,
and expenses incurred in equity alteration registration shall be bone by Party B.
REZZEBYYRHEMHEIH. K. TAXERCEBIFENEA BT 5&RE,

Clause 4  Parties iphts and obligations after completion of transaction

X 5 R A7 BURI X S5 kiR

41 Befote completion of transaction

X8 RN
Until Party B pays 100% of total purchase price to Party A, Party A will enjoy all the rights and bear
alf the responsibilities of the Target Company.

ELHXMAET 7 &WRANKZE, BRLDHFERI XS0 FHRE,

4.2 After completion of transaction

I RRIE
4.2.1 After Party B pays 100% of the total purchase price to Party B, Party B will enjoy all the

rights and bear all the responsibilities of the Target Company (including but not limited to all profit it
13/18



shall enjoy in compliance with the laws, debfs and creditor’s rights, legal dispute, and other risks and
obligations).

LHAXMARLBRRZE, BAAANFARAXS, EFTMTASREEELET
HHLBHARE, 2PHRES. REUG T TRE,

Clause 5 Transition Pedod

M

LA RPH XA SSHBARERE, THARARBEARHNEROTNENE RE. &
BeEROE, BFAGEEENEEEH~EFARTH, ARtttk fElrL
W, PARE, BERAEADWERKZBME, BHFARAREN-—VEAPH OGoH) B
STAESRENEHRN; ELBAME, BRATREN-NEAFH (oH) HlBwE
REAERAAE. EAFEACEERRT -EH AL FREETHS, LBEATH> (HE,
R, K. AE, KB RREXY,: BREAHRK, RELEETEEPRBERIRER
fo: EAKTAXY: BREACAOLRARDY: FERAAZLEARBNEYS; RIRET
A AR,

Party B shall have the right to send a staff to the Target Company as its representative upon
paying the Performance Guarantee Bond (5% of the total transfer price) to Party A. To avoid any
expense or loss caused by abnormal operation activities of Target Company after benchmark date,
which would affect the pricing basis of the transfer price, Party A agrees that during the period from
benchmark date to the effective date of this agreement, any material events (if any) of the Target
Company shall be acknowledged and confirmed by the representative of Party B, and that during the
Transition Perlod, any material events (if any) shall be notified to the representative of Party B for
his permission. The material events include but not limited to: disposal of the company assets (sales,
guarantee, pledge, rent and transfer) or transaction, other than the normal business the transaction;
any loss, or any change to relationships with clients and employees; large amount of expenses; any
changes to existing contracts or agreements; any events having significant impact on the Target

Company; releasing creditor’s right.
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Clause 6 Privacy Policies

FELK
6.1 Confidential Information

PR JE R

For afl information held by both parties about this share transfer, including but not limited to the
opefatinn conditions, financial position, frade secrets, and technical know-how of Party A, Party B,
and the Target Company, both parties have the obligation to keep such information confidential.
Unless required by law or judicial bodies, none of the parties can make public or make use of the
information.

ARBAH LY, PHELHNHFTRGLBIS, QEETRTIY. oF. BRAF
BBERR. HHER. BERE. KRARFELWNR, FrELT0E XS RE, Bk
WHAAHBRBAENXBHIER, €0 - FTEAATFREA.

6.2 Publicity ox promotion

HAAFREA

When both partics promote or make this share transfer known to the public, both parties must follow
the sume method as negotiated, and ensure that the business reputation of both partics are protected.
Without permission from the other party, neither party can publish or publicize any opinions or
writings related to this share transfer unless required by applicable law.

RHHOHEMAFREERRBAELF TN, RAZHANE D&, RIESFTH
AERERA, FEMFARE, KEF-FTRE, EA—FTRBEPRERRELR
/LTS, XF.

Clause 7 Breach of Agreement

WA IAE

7.1 Any party who breaches the representations, warranties or other obligations under this
agreement should bear the responsibilities for breach of agreement and must compengate the other
party for any financial losses caused to the other party. This responsibility to pay damages should
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include all financial losses caused by the breach. Provided, however, following the date of
completion of the transaction, when Party B has paid the total transfer price in full and Party A has
assigned the promissory note to Mr, Xinduo Yu, the remedy of Party B in respect of any breach of
any representation, warranty, or other obligation of Party A under this agreement shall be as set out
in the guarantee agresment to be entered into between Party B and Mr, Xinduo Yu.

EM—FEERT AR RFATHEEAEY, RERLBXFH, ERBEHRE, BRAX
FEFRLN, BHAEBETE. MEEEELAERFELERHLBEFRA. HE,
WREXFEBEZE, LHEAFLPHLMK. EFFEMREGREH LB THER,
MFEMEREDPRTHEA, RERFFREXSH, 27 RERRL TS THELSH
RAE U 51 B 9 A3 3 AT
7.2 In the event that either party unilaterally rescinds the agréement, the innocent party has the right
to request the party in breach to pay liquidated damages, which is 5% of the entire transfer price.

ER T RRAD N, XA AREREAT XA EHL, SAEHHEMRER
By 5 %.
7.3 If Party B fails to pay the negotiated share transfer price on time, Party B must pay 0.0006% of
the entire payable but unpaid amount to Party A as liquidated damages for each day that such
payment is delayed, When the delay in payment reaches 30 days, Party A has the right to rescind the
agreement and refuse to return any payments previously made as liquidated damages, and to take
any legal measures and steps to have the shares of the Target Company returned to Party A..

B 27 g b 3 AT At WL S AT RARHE LK, FRBHAR—RZH B AT ARk
fi & B & B 0.0006%A9: 294, FERFITEAZ30 B, FHERMERADUFAFREL Y
ZHEXFWHARA, FARARETEREERBRAAWRGPEEET S,

Clause 8 Dispute Resoluton

FRAMR

Any disputes arising from this Agreement should be solved by mediation and negotiation in
good faith. In case mediation fails, either party has the right to litigate in the place of agreement
performance, which is the local people’s court where the Target Company is located. Both parties

agree to conform to the laws of the People’s Republic of China.
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EFEREFV, RAFBHZR. WHTFR, E£ALFHAREERATHEBAR
EEVFRAR. XA ARER AR EERER.

Clause 9 Othets

)
9.1 Amendment to the Agreement
BRI
Any amendments to the Agreement must be in writing and signed by both parties. Any
amendments or newly added content to the Agreement will become part of the agreement. .
R UM B RIS TR BT B4 . BROBA R NAE, BRABRN
HR#a.
9.2 Severability

48

If there are clanses in this Agréement that are invalidated by courts with rights of jurisdiction or
an validly appointed arbitrator, but such invalidated clauses do not affect the potency of other clauses,
the unaffected clauses shall remain valid,

Yo R AW VRTIB D S AT TN EE ., HRNHRETK, TR AERBA N,
S RS Ko

9.3 Eatire Apreement
Vril iy e ek

This agreement contains all statements and agreements of both parties, and replaces all oral or
written stalcments, warranties, understandings and agreements regarding the tenms under this
Apgreement made before the signing of this agreement. Both parties agree and confirm that any
statements and warranties not contained in this Agreement will not form the basis of this Agreement,
and thus cannot be relied upon by any parties and may not be used to explain the clauses and

conditions in this Agreement. v i
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AR RR 2 B M & IR AL, FRARY T HREF EWRABRATHA
BHAEWEM D SR B E AR, RAE, WARZBW. ROrEEFHR, AP RITHAS
EA MR RAE A R AR Hib, FREEDRERFTRARXS URBEDPER
ot MRIE.

Ay ‘:fEt:"zhn._ Party B: ,4’)

Party A;
3 ‘; LHs e '
AuthorixdRepresdhtativk (Signatug): AuthgflzidRe ignature):

ERAR (£F) : &

(datc) (date)
20144 8HA8H 20144 8H8H
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TRAEDHL

Guarantee Agreement

B BB RERERELARAS
Party A: Heilongjiang Harbin Pengcheng Fertilizer Co., Ltd.

T
Party B: Xinduvo Yu

5T

Wherecas:

1.

PSR GARAT TR F 20144 8 A 8 BEAT GRS
AR, RIEH-RE, BB RFAA R A RAR (UTF
FHBEFRAT" SMBEH.

Party A and Hanfeng Evergreen Inc. (hereinafier referred to as “Hanfeng™) entered
into the Share Transfer Agreement on August 8, 2014, under which, Party A agrees
to purchase 100% equity shares of Hanfeng Slow-Release Fertilizer Co., Ltd.
(hereinafter referred to as “Target Company™) owned by Hanfeng.
ZHRWPABR, FIEfELEBIFA AREFRIREEREREA

Party B is a big shareholder of Hanfeng, and also the Board Chairman and Legal
Representative of the Target Company.

IRE AU EEMS) 38 3.2 e, BBOW BEA TS0kt 20%, B
4960 7 AR TRLEN Z. 75 FF R AR ERBE P ATM, BIURER, 1€
DTSN, RS 2.1.7 AR FF 5 &AL R (¥ 206K
MR &, "SPFRBEITHENPHOENENE, TR BRT g
Z.77 ZEA AR TE (T KRl LU B RARF LB THRE”, (B2 dm i
BURR B4 {R1E.

As stipulated under Clause 3.2 of the Share Transfer Agreement, among the total
transfer price for purchasing the Target Company, “20%, i.e 49,600,000 RMB

shall be payable in a promissory note issued by Party B” to Hanfeng, and Hanfeng
1/8



agrees to, upon the liguidation of Hanfeng, “unconditionally and irrevocably
assign the promissory note issued by Party B to Mr. Xinduo Yu through

endorsement upon receipt by Party A of the consideratian as agreed to between Mr.
Xinduo Yu and Parly A” after Hanfeng’s receipt of all the transfer price (including
20% in form of promissory note) from Party A in accordance with Clause 2.1.7 of
the Share Transter Apreement. The promissory note so assigned shall serve as
guarantee of performance and fund for Party B during his transition period.

. LN REANNBR, RBAHRMFKIENE, ZHAERLT

W R IR R SR M A R R &3, BIART 4960 BART (B

TR R,

Party B hereby personally guarantees in favour of Party A for the potential risks
facing the Target Company up to the amount of promissory note, i.e., 49,600,000

RMB (hereinafter referred to as the “Guarantee Amount™) pursuant to the terms

and conditions set out in this Agreement.

ZH RSB UAR KRN (nREAREREAD, RRAESK
BB 1) SR AR AR AR 4 AR VE AT IKER RA PSR, BIETEH: 12 4> A H
(R 1 ) WRBEIORMAH, WIRE (RBEEHED WETELT.
Party B agrees and accepts the transfer of pmmiséory note (should it be assigned)
and will own the independent right to dispose the promissory note subject to its
terms and conditions, including the right to receive payment upon expiration of
the 12-month transition period as stated in Clause 1, to ensure full performance of

the Share Transfer Agreement.
Hk, JoREMRBUK e ARG B AR 6% TR, P Wi, &

R F IR G

Now therefore, to ensure the smooth and stable transition of the Target Company

_after the share transfer, upon negotlation, Party A and Party B have reached the

following guarantee agreements:.

W%k IRIEESRAE, Z7RBNRP T RE HIFATSSHEE 12408,

EHIAE, PHREFZHFELEREHEFREGLE, KRR
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SR, FEMZFEATE. O, LeTBEMTERRTH.

Article 1: After the completion of the share transfer, Party B agrees to stay in the

Target Company for a transition petiod of 12 months as per the request of Party A.

During this period, Party A will only pay for the fravel, meals and accommeodation

expenses of Party B to the extent of work requirements; buf no payroll, dividend,

bonus or any other compensation in any form.

Hak PAERNEERRM, SKZHTEBFRATNRMEKRS, AUERIEF
AEBKRBRZSE 3 KRANETHBERAR, SFHFER, LHAX
SBEAE ARARNBERRARS, EERATNUFLMHBUST, %T
HABERHE—ELENGE, HBHRARKESH RN BRZE
HE RTINS .

Article 2: During the share transfer registration, Party A will remove Party B from his

position of Board Chairman in the Target Company. To protect the Target Company

from the various potential risks stipulated under Article 3 to the maximum extent,
upon the request of Party A, Party B agrees fo continue his service as legal
representative of the Target Company under the leadership of the Board of Target

Company, and attend some necessary events reasonably requested by Party A, while

the Board of Target Company is entitled to remove Party B from his position of legal

representative at any time.

H3%k  ZARIEEE 12 MANBHA R ARS8 B A TR iRE
FRARFRTE, BRARERZNTRE, SFEHFRRT.

Article 3: Party B guarantees to take all commercially reasonable efforts during the

12-month transition period o safeguard the interest of the Target Company, ensure the

smooth and steady transition of the Target Company, and protect it from the following
risks to the maximum extent, including but not limited to:
3.1 R TXEARSAR th 49 BB R s

The risk that employee severance exceeds the agreed amount;

3.2 (R P B T P BOAY 3R I A T4 L B B R 5 T R R E

(3 i :

Potential risks of employee group incidents and laid-off employee disturbance due to
3/8
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the purﬁhase by Party A;

33 BUGRRRE: BREAFLERENRERL, BRATRERNB
BORME (‘TR M SERE”, WART 1742) BRI,
Tax source supervision related risk: The risk that the tax incentives package
(“Two-Year Exemptions and Three-Year Haif Reduction” and “Three-Year Half
Reduction”, totally representing RMB 170 million) enjoyed by the Target Company
may be retroactively recovered by tax bureau due to changes to shareholders resulting
from completion of share transfer;

34 BEBRFELLESEWEKEINN, BUFHIIEMERBEFRNR
[‘& i
The risk of environmental improvement required by government due to changes to
business activities resulting from completion of share transfer;

3.5 X HBBMRIBMIRNE,
Risk related to the loss of control on the transaction tax and expense;

3.6 ORI H: 3 A B AG BRUK s
Risk that the accounts receivable could not be collected in due time;

3.7 BIUSIRIR R RIS AR R
Risk that the goods paid in advance could not be delivered in due time;

3.8 WHABRRENS S SB B RA LU EENE, B4R EEM
EEMEMBERRE. BRUS. A0 RIUAR;
Any risks related to potential assets guarantee, legal disputes, public judgment and all
other risks concerning the management and operation of the Target Company during
the period when there was no supervision at the Target company due to the proxy
contest;

39 BAFRATEE SRR M0WeERE, FRTMAER, HHBH
T4 BN 5| R AT R R 29 43 R
Any risks of potential legal disputes caused by the potentiaf secondary harm resulted
from the agrochemical (rials, previous production and sales of the Target Company

since its operation; _ -
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Ak HEZIT 12 HRLENR, 27 RN 2 RBUE TR M AR VP07 207 B0k
W R A AR AR O HEATAE AT AL ] Eﬁﬁﬁ!ﬁ-ﬂ‘%&‘ 50
AR B/ KR A A AR BR AR SM LR

Article 4: Party B guarantees that he will not take any legal measures to dispos¢ all or

part of the promissory note during the 12-month transition period of Party B,

including but not limited to transferring, pledging, and assigning all or part of the

rights under the promissory note.

5%k WHRE

Article 5: Warranties by Party A

5.0 ZEZHHBA M RE BFRAT 12 0 H B0 B seR A s 3
FHIZP 4 REUEMIRT, ZHMADRTREALBIAHH ETHAE.

On the condition that Party B’s 12 months’ transition period in the Target Company

expires and his guarantees stipulated under Article 3 and 4 are fulfilled as stipulated in

this Agreement, Party B shall not be liable to Party A for any amount of money under
this Agreement.

T Z 5 R RA UM B4 BARA R 12 A MM B SsA tIUE 3 &
3 4 FARERFREMRBHALL T 2HORT, FHREEZH 21481
BEIWE 7 D LAER A, AR RTIRR (REHIIREY AXARUAR
M NEFEL R T
On the condition that Party B’s 12 months® transition period in the Target Company
expires and his guarantees stipulated under Article 3 and 4 are fulfilled as stipulated in
this Agreement and the promissory note is assigned to Party .B, Party A warranties to
pay the amount in the promissory note to Party B in full in RMB within 7 business
days upon the expiration of the 12 months' transition period of Party B as per the
relevant terms regulated in the “Promissory Note”; :

52 MRZTTREEZMSSHE 3 FAE 4 FUETIR, B LA B IR,
FEFIIRR, HAREREEALA T 277, PHWARM RT3 E S/
RAARG CRRARISIBERRID, HEZH 12 P ASEMWNE 74 THEAR,
BPREIEMR GRIGHRE) BIMEXNAEZH é 3

In case Party B fails to fulfill his guamnteés under Article 3 and Article 4, and hence
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causes any loss to Party A and the promissory tiote is assigned to Party B, Party A is
entitled to deduct the comresponding loss amount (with the maximum amount not
exceeding the Guarantee Amount) from the promissory note, and will pay any amount
remaining to Party B within 7 business days upon expiration of the 12 months’
transition period of Party B as per the relevant terms regulated in the “Promissory
Note™.

Besk BARE

Article 6: Defaults

6.1 MZJF R AEIEMRA PR B B IR A T LML 12 4~ 7, FFEE

TRERAEFIH %, BMPREMRRHILSR T 207, FHRRTRNEETREL
WP IR AR AR S CRE RSB R, HEZH 12 MRTEME 7
ATAEAN, BRRROER GREMRE) HXREATEZH:
In case Party B fails to stay in the Target Company for a transition petiod of 12
months as stipulated in this Agreement, and hence causes any loss to Party A, and
provided the promissory note is assigned to Party B, Party A is entitled to deduct the
corresponding loss amount (with the maximmum amount not exceeding the Guarantee
Amount) from the promissory note, and will pay any amount remaining to Party B
within 7 business days upon expiration of the 12 months® transition period of Party B
as per the relevant terms regulated in the “Promissory Note™.

6.2 MR ZJ7 R AEET TR 3 KM 4 FONEY, FFEBB R FER
FEfH %, BnAUREMRER LS T 20, RABERMRITRELH PN
BRAR R SR (R AR IR R0, HEZH 12 AL B 7 4~ TIEE.
A, BRIRROTEEIR CGRETRE) HXRE XA TH
In case Party B fails to fulfill his guarantees under Article 3 and Article 4, and hence
causes any loss to Party A, and provided the promissory note is assigned to Party B,
Party A is entitled to deduct the corresponding loss amount (with the maximum
amount not exceeding the Guarantee Amount) from the promissory note, and will pay
any amount remaining to Party B within 7 business days upon expiration of the 12
months’ transition period of Party B as per the relevant terms regulh(ed in the

“Promissory Note”.
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63 MW RADNAE, ZHARLELHURT, BFRILUNE
AR EWETIATRLT (IMBRREREH LR T ZH).

In case Parly A breaches this Agreement, Party B is entitled to terminate this
Agreement, and Party A shall pay the promissory note to Party B in full immediately,
provided the promissory note is assigned to Party B.

Bk BHERASHUBNED

Article 7: Applicable Law and Dispute Resolution

7.0 AWWMTIL. ZOh. BE. B BT, SbfaRinieEns

AHRA R P UGS, BRPE (PaFEPeARSCNREFE. QIRT
BUR K &) HHEH.
The formulation, wvalidity, emendments, inferpretation, implementation and
termination, as well as the settlement of disputes arising out of or related to this
Agreement, shall be governed by the laws of the People's Republic of China
(excluding the Special Administration Regions of Hongkong and Macao, as well as
Taiwar).

72 EETEDRITREMRS ARG —DRR, WHREEE—

RIFT S aifRoe, WRBDERR, A7 RERa i A RIE E T
HGIRE P RN RIEEBFVFAR .
All disputes arising from the execution of, or in connection with, this Agreement shall
be settled through amiable negotiation. Tn case no settlement can be reached through
negotiation, any Party shall have the right to bring the lawsuit to Harbin Intermediate
People's Court, Heilongjlang Province, People’s Republic of China

7.3 EFRLED, WF AP PRYRIFA R EARREEHTN, W5
WG BT .

During the litigation process, the remaining provisions unrelated to the lawsuit shall

continue in full force and cffect, which the both pariies shall continue to perform.

B8R  AUrNSWHETRBEEEN, HEERDUON FIEGKT BN
JE K3

Article 8: This Agreement shall become valid and binding upon signirig and sealing

by the both parties until the guarantee amount under this Agreement becomes due and
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the payment is settled.

Bo% AMERSE, EFf—HTEE A RERIEWHEERA .

Article 9: After this Agreement comes info effect, any Party shall not
amend or terminate this Agreement at its own free will,

0K AN —ATH, B, ZOHEN—8, FHATRGERRE .
Article 10: This Agreement shall be executed with each party one copy, and each copy
bears the same legal effect. '

(BAFEIE3D

(no text hereinafter)

ROy A3 -

Seal of Party A
BERREE: \
Signnmreoftheamho (epreskntift

RAENZEP
Signature of Witness: M X
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Frnsl & Young Inc. Tel: +1 416864 1234
Ernst & Young Tower Fax: +1 416 943 3300
222 Bay Street, PO Box 251 ay.com

Building a better Taronto, ON MSK 1J7
working world

May 22, 2015

Mr. Yanjia Ren, Vice GM

Heilongjiang Harbin Pengcheng Fertilizer Co., Ltd
Harbin, Heilongjiang

China

Dear Mr. Ren,

We are writing to you in our capacity as the court-appointed receiver and manager of
Hanfeng Evergreen Inc., the sole shareholder of Hanfeng Slow-Release Fertilizer Co., Ltd.
(“Hanfeng Slow-Release”). We were appointed as receiver and manager over all of the
assets of Hanfeng Evergreen Inc., including Hanfeng Slow-Release, on August 20, 2014 by
way of a court order of the Ontario Superior Court of Justice in Canada.

We have received the email correspondence you sent to us yesterday requesting a number
of amendments to the escrow agreement that is currently in place between Hanfeng Slow-
Release, you and Minsheng Bank. As we indicated in the email that was sent on our behalf
by Mayer Brown on Thursday, none of those changes are acceptable.

You are in breach of the escrow agreement and continue to be in breach of the share transfer
agreement with Hanfeng Evergreen Inc. dated August 8, 2014.

Given your steadfast lack of cooperation and your failure to live up to your obligations
under the share transfer agreement and to fund the payments required under that
agreement and the escrow agreement, we are now beginning to take steps to enforce our
rights under those agreements.

Please be aware that we are also beginning the process of replacing Mr. Xinduo Yu as the
Legal Representative of Hanfeng Slow-Release.

Notwithstanding your continued breaches of the share transfer agreement, escrow
agreement and other related undertakings, Hanfeng continues to be, at this time, committed
to closing the transaction contemplated by the share transfer agreement as soon as possible.

Regards,

Ernst & Young Inc., in its capacity as Receiver and
Manager of Hanfeng Evergreen Inc. and not in
its personal or corporate capacity

P L ; -— 2
er: T

Murray A. Mc[onald
President
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Court File No. »

ONTARIO
SUPERIOR COURT OF JUSTICE - COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER
SECTION 101 OF THE COURTS OF JUSTICE ACT,
R.S.0. c. C.43 (as amended) .

AND IN THE MATTER OF HANFENG EVERGREEN INC.

AFFIDAVIT OF JONATHAN POLLACK
(sworn August 13, 2014)

I, Jonathan Pollack, of the City of Toronto, MAKE OATH AND SAY:

1. 1 am the Lead Director of the applicant, Hanfeng Evergreen Inc. (“Hanfeng”). [ have
been Lead Director since February 24, 2014. Prior to that time, I served as director from
November 2010 to February 2013. As such, I have knowledge of the matters to which I
hereinafter depose. 1 have also reviewed the records, press releases and public filings of
Hanfeng and have spoken with certain of the directors, officers and/or employees of Hanfeng,
as necessary. Where my affidavit is stated to be based on information I have received from
others, [ believe that information to be true.

2, This affidavit is sworn in support of an application for, among other things, orders
pursuant to section 101 of the Courts of Justice Act, R.S.0. 1990, c. C 43, as amended (the “CJA")
and Rule 41 of the Rules of Civil Procedure appointing Ernst & Young Inc. (“E&Y”") as receiver
and manager over all of the assets of Hanfeng and approving the Share Transfer Transaction (as
defined and described below) and related agreements, all in accordance with the Orders
attached as Tabs 3 and 4 to Hanfeng's Application Record.

QOverview

3. On this application, Hanfeng seeks the appointment of a receiver and manager
(hereafter, a “receiver”) to preserve value for all of Hanfeng's stakeholders, including its
shareholders. As described in greater detail below, the circumstances necessitating the

appointment of a receiver include, among other things:
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(a).

()

(©

()

Hanfeng does not carry on aperations and its only remaining wholly-owned
subsidiary has been experiencing significant issues, including; (i) the termination
of its business relationship with its single largest customer, with no prospect of
restoring or restarting that relationship; and (ii) operational challenges, including
the resignation of the management team of Hanfeng’s subsidiary, a lack demand
for its products and deteriorating facilities, inventories and other assets. These
issues have severely decreased cash flow at both Hanfeng and its subsidiary and,
if action is not taken now to realize what value can be obtained for this
subsidiary, will result in Hanfeng’s insolvency, thereby seriously reducing or
eliminating recoveries for all its stakeholders, including its shareholders;

An acrimonious proxy battle between Mr. Xinduo Yu - the founder and
President and Chief Executive officer of Hanfeng and its largest shareholder -
and Hanfeng’s previous board of directors (the “Board”) preceded a numiber of
securities laws issues for Hanfeng, including the delisting of its shares from the
Toronto Stock Exchange (the “TSX”) and the imposition of a permanent cease-
trade order in respect of those shares by the Ontario Securities Commission (the
"08C"), the Alberta Securities Commission, the British Columbia Securities
Commission, the Manitoba Securities Commission and the Quebec Securities
Commission, with the result that shareholders are left with illiquid shares whose
value is decreasing as the operational issues affecting Hanfeng's subsidiary

continue;

Long-standing concerns about the governance of Hanfeng's subsidiary in China
and the adequacy of internal management controls implemented at that
subsidiary are contributing to challenges faced by the Board to manage that
subsidiary as a going concern, and to take steps that would otherwise be
required to have the OSC cease trade order lifted and the shares relisted on a
recognized stock exchange;

Effective February 26, 2014, without providing a reason for its resignation,
Hanfeng's auditor resigned and since that time the Board has not been able to
find a qualified audit firm to replace its previous auditor. Hanfeng’s inability to



engage a replacement auditor has left it: (i) in violation of the Ontario Business
Corporations Act, R.S.0. 1990, c. B.16 (the “OBCA") and applicable securities laws
and regulations in respect of the appointment of auditors and the preparation of
financial statements; and (i) unable to prepare, file and circulate to shareholders
unaudited interim and audited annual financial statements and accompanying

management discussion and analyses;

(e) It is the assessment of the Board that the enterprise does not have a future as a
going concemn. The alternatives to the Board therefore appear to be twofold: (i)
realize the available assets at the optimal price practical and distribute the
proceeds as expeditiously and efficiently as practicable; or (ii) sit by while the
expenses and contingent liabilities mount and/or increase in likelihood and the
prospect of any distribution recedes. Self-evidently, the Board has chosen the
first alternative and to have that process continue under court supervision in the

interests of all stakeholders in these very unusual, if not unique, circumstances.

4, Following the proxy battle referred to above, the Board was reconstituted in February
2014 and has made extensive efforts to deal with the many issues facing Hanfeng.

5. After efforts to normalize Hanfeng’s operations proved fruitless, the Board has
determined that the sale of Hanfeng’s principal assets, which are described below, and a wind-
up of Hanfeng are the only viable options for potentially providing remaining value to
shareholders and permitting all stakeholders to receive the highest possible amounts for their
claims. After trying for several months to create a multi-party process involving parties
potentially interested in acquiring Hanfeng's only asset - the Heilongjiang WFOE - the Board
has authorized Hanfeng to enter into a binding agreement of purchase and sale with an arm’s
length Purchaser (as those undefined, capitalized terms are defined below). In the Board's view,
the sale is fair and reasonable under the circumstances and represents the highest and/or best
offer that could be obtained for the assets. For the reasons set out, the Board considers the
appropriate course to be for that sale to be closed under court supervision and the proceeds
distributed in the same manner. It has therefore commenced the within application.
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Hanfeng

6. Hanfeng, through its wholly-owned subsidiaries, was a leading developer and producer
of value-added fertilizers! in the People’s Republic of China (“China”). Hanfeng is incorporated
under the laws of Ontario with its registered head office in Toronto. Hanfeng is a reporting
issuer in each of the provinces of Canada and until recently had its common shares listed on the
TSX, but (as indicated above) the TSX delisted Hanfeng's shares in June.

7 Hanfeng has no independent operations and has always existed solely as a holding
company for certain entities located in China, which are described in greater detail below. As
such, it has necessarily relied on cash flow generated by these Chinese entities to fund its
liabilities,

8. Hanfeng currently has approximately 159 employees in China and 4 employees or
consultants in Toronto. Three of the four directors of Hanfeng reside in Canada, including Mr.

Yu, a director and the President and Chief Executive Officer of Hanfeng. The fourth director
resides in Hong Kong.

Shareholder Structure
9, As at the date of this affidavit, Hanfeng's shareholding structure is as follows:

Shareholder Percent of Issued and Outstanding
Shares Beneficially Owned
Xinduo Yu 20.4%
Agrium Inc. 20.0%
Beidahuang Agriculture Development 7.0%
Limited
Various shareholders 52.6%

1 Value-added fertilizers include a variety of advanced fertilizer products manufactured using
proprietary techniques. Examples of value-added fertilizers include slow-release, nutrient-enhanced or
specially-coated fertilizers. Although value-added fertilizers are commonly used in Canada, their
adoption in China remains relatively limited. Any references to fertilizer in this affidavit are to value-
added fertilizers.
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WFOEs

10.  Prior to May 2014, Hanfeng owned all of the issued and outstanding shares of two
Chinese business entities known as “wholly foreign-owned entities” (commonly abbreviated as
“WFOEs”). A wholly foreign-owned entity (the “Heilongjiang WFOE") owned a fertilizer
production facility in Heilongjiang Province in northeast China, The other wholly-owned
foreign entity (the “Jiangsu WFOE") owned a fertilizer production facility in Jiangsu Province.
As described in greater detail below, Hanfeng sold the Jiangsu WFOE in May 2014,

11.  In accordance with my understanding of Chinese law and custom, control over the
Heilongjiang WFOE is normally is exercised through a single individual called the “legal
representative”, At this time, Mr. Yu, who is the founder, President and Chief Executive Officer
and a director of Hanfeng and who owns or conlrols 20.4% of the issued and outstanding shares
of Hanfeng, is the legal representative for the Heilongjiang WFOE. Because Mr. Yu resides in
Canada, control of (among other things) the corporate seals and “chops” used to authorize
corporate action has been delegated to a management team located in Heilongjiang. This
management team takes direction from Mr. Yu who, as legal representative for the Heilongjiang
WPEOE, takes direction from the Board.

12 Prior to March 2014, Hanfeng was also involved in a joint venture to produce fertilizer in
Indonesia (the “Indonesia JV”). In March 2014, however, Hanfeng sold its ownership interest in
Hanfeng Slow-Release Fertilizer Pte., Ltd. (Singapore), the company that held Hanfeng's

interest in the Indonesia JV, for reasons described in greater detail below.

13.  Accordingly, at this time, the Heilongjiang WFOE is Hanfeng’s principal asset and its
only operating subsidiary. As a result of various challenges experienced by the Heilongjiang
WEOE, which are described below, the Heilongjiang's WFOE's operations have been severely
hampered and its prospects have dramatically decreased since 2013.

Consolidated Financial Status

Liguidation Analysis of the Heilongjiang WFOE's Assets
14.  Deloitte LLP (“Deloitte”) has provided the Board with an opinion (the “Opinion”) that,

among other things, includes a determination of the fair market value of the Heilongjiang

WEFOE's assets. For the reasons described in the Opinion, a copy of which is attached hereto as
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Exhibit "A” and herein, Deloitte determined that the appropriate approach to deterniining that
fair market value was the liquidation approach. On the basis of various assessments, site visits
and discussions with management, Deloitte has estimated the fair market value of the
Heilongjiang WFOE's assets as at August 7, 2014 as follows:

Asset Fair Market Value (RMB)
Working capital 211,784,591
Cash 98,555,064

Receivables (based on collectability assessment) | 88,319,796
Prepayments (based on collectability assessment) | 25,325,588

Inventory Nil
Accounts Payable (272,321)
Tax Payable (143,536)
Machinery and equipment Nil
Land use rights 42,925,376
Building and rail assets 179,513,218
Total liquidation costs (229,279,013)
Net asset value after liquidation costs 204,944,172

15.  Hanfeng is currently unable to prepare audited financial statements and its most recent
unaudited consolidated interim financial statements are for the three month period ending
September 30, 2013. Hanfeng’s management has prepared draft financial statements for the year
ending June 30, 2014 (the “"Draft FY2014 Statements”), but these have not yet been reviewed or
approved by the Board. Moreover, as shown on their face, these financial statements require the
attachment of certain explanatory notes. These notes have not yet been prepared. Copies of
these draft financial statements without the necessary notes are attached hereto as Exhibit “B",

16. I have reviewed the Draft FY2014 Statements and believe that they contain all the
liabilities of which the Board is aware. It would be unrealistic to assume, however, that the
history described herein could not lead to litigation in various ways, including the potential for



claims being made against Hanfeng. Given the recent experience of TSX-listed companies with

assets in China, the potential for the exposure attendant upon such litigation is a real one.

Customers
17.  Between 2011 and 2013, Heilongjiang WFOE's most significant customers were certain

subsidiaries and affiliates of the Beidahuang Agricultural Company Limited (collectively,
“Beidahuang”). Beidahuang is one of the largest agricultural state-owned enterprises in China.
Sales to Beidahuang had increased from $155 million or approximately 62.7% of Hanfeng's
annual sales in 2011, to $181 million or nearly 85.3% of Hanfeng’s annual sales in 2012, and $106
million or 64.6% of Hanfeng’s annual sales in 2013.

18. Hanfeng’s significant sales to and purchases from Beidahuang had made Hanfeng one
of Beidahuang’s key commercial partners. The termination of the business relationship with
Beidahuang (described below) has had a significant adverse effect on the operations and
prospects of Hanfeng,

Proposed Privatization Transaction

19. 1 understand from Mr. Yu that in 2011, Beidahuang contacted Mr. Yu (who, as indicated
above, was the President and Chief Executive Officer of Hanfeng at the time) about a potential
acquisition of approximately 30% of Hanfeng's issued and outstanding shares. The stated
reason for Beidahuang’s interest in a potential acquisition was ensuring that it had adequate

control over the supply of fertilizer from one of its key commercial partners.

20.  After meeting with the then-chairman of Hanfeng's Board, Beidahuang agreed to
maintain its business relationship with Hanfeng pending completion of the proposed
acquisition. As described below, in April 2014, representatives of Beidahuang informed me that
Beidahuang was willing to renew a business relationship with Hanfeng if the proposed
transaction could be completed, but confirmed that Beidahuang was not prepared to acquire

such a stake at the present time.
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21. - Following discussions between the Board, Beidahuang and Mr—Yu;-it was determined
that Beidahuang would acquire 30% of Hanfeng’s shares in a two-step transaction: first, a
corporation owned and controlled by Mr. Yu (the “Yu Purchaser”) would acquire all of the
issued and outstanding shares of Hanfeng; second, the Yu Purchaser would sell approximately
30% of those shares to Beidahuang at the same price. These steps were to be implemented by
way of a court-approved plan of arrangement pursuant to the OBCA (the “Plan of
Arrangement”).

22, The Board determined that it was necessary to strike a special committee (the “Special
Committee”) comprised of three independent directors of Hanfeng to evaluate the offer and
negotiate with the Yu Purchaser,

23.  Unfortunately, the relationship between Mr. Yu and the Special Committee grew
increasingly acrimonious over the ensuing months, culminating in the proxy battle described
below and the commencement of various proceedings and extensive filings. The history of these
proceedings may be gleaned from a review of certain filings made in these proceedings which
are listed in Exhibit “C”. As they are voluminous, they are not attached to this affidavit.

24.  After extensive negotiations, on February 11, 2013, Hanfeng and Mr. Yu entered into an
arrangement agreement (the “Arrangement Agreement”) pursuant to which the Yu Purchaser
would acquire all of the issued and outstanding common shares of Hanfeng (other than those
shares held by Mr. Yu) for cash consideration of approximately $107 million or $2.25 per share
(the “Privatization Transaction”), This purchase price represented a 47% premium to the 30-
day trailing average price of those shares at the time. A copy of Hanfeng's circular dated
February 13, 2013 recommending the Privatization Transaction to shareholders, and which
includes the Arrangement Agreement as its Appendix “C"”, is attached hereto as Exhibit “D".

25, On February 13, 2013, Hanfeng sought and obtained an interim order of the Ontario
Superior Court of Justice approving the process for seeking shareholder approval of the Plan of
Arrangement. A copy of that interim order and the Court’s related endorsement are attached
collectively hereto as Exhibit “E”.

26.  On March 15, 2013, at Hanfeng's annual and special meeting, shareholders of Hanfeng
passed a special resolution in favour of the Plan of Arrangement.
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27.  The Arrangement Agreement contemplated an outside closing date (as subsequently
extended, the “Arrangement Closing Date”) of April 30, 2013. Hanfeng agreed to two
extensions of the Arrangement Closing Date in order for the closing conditions set out in the
Arrangement Agreement to be satisfied. One such extension was conditional upon the removal
of a “no-shop” clause contained in the Arrangement Agreement that had prevented Hanfeng
from exploting potential alternative acquisition transactions (each an “Alternative

Transaction”).

28. I understand from Mr. Yu that during the summer and fall of 2013 and following the
removal of the “no-shop” clause, the Special Committee continued to explore potential
Alternative Transactions. Representatives of the Special Committee travelled to China to meet
with at least two potentially interested parties. However, none of these efforts were successful,
and it became apparent to the Board and Mr. Yu that there was very little serious interest in
Hanfeng as a going concern. Eventually, these efforts were abandoned.

29. On January 7, 2014, Hanfeng terminated the Arrangement Agreement.

Termination of Mr. Yu, Cease-Trade and Proxy Battle

30. The failure to close the Privatization Transaction exacerbated the difficulties in the
relationship between the Board and Mr. Yu.

31.  On January 7, 2014, the Hanfeng Board terminated Mr. Yu's employment relationship.
In terminating Mr. Yu, the Hanfeng Board alleged (among other things) that Mr. Yu's many
conflicts of interests made it improper for him to continue as President and CEO of Hanfeng
and that Mr. Yu had been unwilling to accept direction from the Board.

32.  On January 10, 2014, Hanfeng adopted a shareholder rights plan and a related advance

notice by-law (which are summarized in the press release attached hereto as Exhibit “F”),

33.  On January 15, 2014, the TSX announced that it was suspending trading of Hanfeng's
common shares pending clarification of Hanfeng’s status and plans. A copy of the TSX's
announcement and a press release subsequently issued by Hanfeng are attached collectively
hereto as Exhibit “G”.
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34 Thereafter, Mr. Yu commenced a proxy battle to replace all directors of Hanfeng: A
dissident proxy circular (the “Proxy Circular”) dated February 1, 2014 that was prepared on
behalf of Mr. Xinduo Yu and distributed to all of Hanfeng's registered and beneficial
shareholders is attached hereto as Exhibit "H".

35.  In response to the Proxy Circular, the Board announced on February 6, 2014 that it
would delay the holding of Hanfeng’s annual shareholder meeting. A copy of Hanfeng’s press
release on this subject is attached hereto as Exhibit “1”.

36.  On February 19, 2014, the OSC issued a temporary cease-trade order in respect of shares
of Hanfeng. On March 3, 2014, the OSC issued a permanent issuer cease trade order (the
“Cease-Trade Order”). The securities commissions of British Columbia, Quebec, Manitoba and
Alberta issued cease-trade orders in February, March, April and June 2014, respectively.

37.  On February 20, 2014, Hanfeng announced that the TSX had determined not to grant
Hanfeng’s request for approval of the deferral of the annual shareholders’ meeting date.
Hanfeng also announced on that date that Mr. Yu filed an application in the Ontario Superior
Court returnable on February 24, 2014 for, among other things, an order for direction with
respect to the holding of a shareholders’ meeting at the earliest practicable date. In response,
Hanfeng sought certain relief at the return of that application, including with respect to the
timing of the meeting and the manner in which directors would be elected. A copy of Hanfeng's
press release dated February 20, 2014 in connection with this application is attached hereto as
Exhibit “J”.

38.  On February 24, 2014, prior to the commencement of the hearing of Mr. Yu'’s application,
all members of the Board (other than Mr. Yu) resigned. The slate of directors named in the
Proxy Circular were appointed directors of Hanfeng effective that date. Mr. Yu was appointed
Chairman. He was also re-appointed as President and CEO of Hanfeng and as legal
representative of the Heilongjiang WFOE and the Jiangsu WFOE. I was appointed as Lead
Director at that time. A copy of the press release issued by Hanfeng on February 24, 2014
describing these events is attached hereto as Exhibit “K”,
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Ongoing Challenges to Efforts to Normalize Hanfeng’'s Business and Operations

39.  Since the reconstitution of the Board, the Board (including Mr. Yu) has made extensive
efforts to repair the damage caused by (amongst other things) the proxy battle and to normalize
Hanfeng’s business, operations and reporting obligations. We have had limited or no success

because of a number of ongoing challenges, which are described below.

Resignation of Auditor
40.  Effective February 26, 2014, KPMG resigned as auditor of Hanfeng. Since that time,

Hanfeng has sought to find a replacement auditor with no success. In the view of the Board, it is
unlikely that Hanfeng will ever be able to find a replacement auditor because of, among other
things, concerns relating to the continuing circumstances of Hanfeng. As a result of KPMG's
resignation, Hanfeng has been unable to comply with its obligations under the OBCA and
applicable securities laws and regulations with respect to finding a replacement auditor and
preparing, filing and sending unaudited and audited financial statements to its shareholders. A
copy of the press release issued by Hanfeng on February 27, 2014 (the “February 27 Press
Release”) is attached hereto as Exhibit “L".

Hanfeng Shares Delisted
41, On or about May 12, 2014, the TSX delisted Hanfeng’s common shares effective at the

close of market on June 9, 2014, The stated reason for the delisting was Hanfeng's failure to
meet the continued listing requirements of the TSX. A press release issued by Hanfeng on May
12, 2014 with respect to the delisting is attached hereto as Exhibit “M".

Termination of the Relationship with Beidahuang
42.  On December 20, 2013, Hanfeng issued a press release announcing that it had received a

notice from Beidahuang (which as described above represented 75% of the Heilongjiang
WEOE's sales in 2012) that Beidahuang had decided to terminate its business relationship with
Hanfeng and to discontinue any further product purchases from Hanfeng, A copy of the notice
from Beidahuang and the press release are attached collectively hereto as Exhibit “N”.

43.  As described in the February 27 Press Release, following the reconstitution of the Board,
Hanfeng received a letter from Beidahuang wherein Beidahuang “respond[ed] positively to the
recent board and management changes and [stated] that it looks forward to restoring its past
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commercial relationship” with Hanfeng. Encouraged by this letter, Mr. Yu and I.met with
Beidahuang in April 2014 in China to discuss the possibility of renewing the business
relationship between Hanfeng and Beidahuang. Beidahuang informed us that it had already
secured a supply of fertilizer for the 2014 growing season from other suppliers. Beidahuang also
reiterated that it would not continue to do business with Hanfeng unless it owned a 30% stake
in Hanfeng, but confirmed that it was not prepared to acquire such a stake at the present time.
A press release issued by Hanfeng that describes this meeting was previously attached hereto as
Exhibit “M”.

44.  Inlight of the difficulties facing Hanfeng, it is unlikely that such a relationship will ever
be restored, and Mr. Yu has informed the Board that he concurs with this view. Moreover, it is
unlikely that Hanfeng will ever be able to replace the revenues lost as a result of the termination
of the Hanfeng-Beidahuang business relationship by entering into new supply arrangements
with other customers, particularly as Hanfeng has been unable to attract such customers over
the past months.

Sale of Assets

45.  As indicated above, in March and May of 2014, respectively, Hanfeng terminated its
involvement in the Indonesia JV and sold the Jiangsu WFOE. Hanfeng did so in order to
generate cash flow and to reduce its potential liabilities, and in light of the eroding value of

these assets.

46. As indicated above, on March 24, 2014, Hanfeng announced that it had terminated its
involvement in the Indonesia JV. Hanfeng had experienced a variety of operational difficulties
in connection with the Indonesia JV. It was determined that Hanfeng should withdraw from the
Indonesia JV in order to allow management and the Board to focus on normalizing Hanfeng's
other business operations and to limit Hanfeng’s potential exposure to additional costs and
liabilities associated with the Indonesia JV. A copy of the press release issued by Hanfeng with
respect to the sale of its interest in the Indonesia |V is attached hereto collectively as
Exhibit “O”.

47.  On May 26, 2014, Hanfeng entered into an agreement to sell the Jiangsu WFOE (the
“Jiangsu Sale Agreement”). Hanfeng received the first $1.6 million of the purchase price
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payable under the Jiangsu Sale Agreement on June 9, 2014. The balance of the purchase price
(the “Jiangsu Proceeds”), approximately $3.6 million, was payable upon the transfer of the
shares of the Jiangsu WFOE being registered with applicable authorities and becoming effective
under Chinese law or, in any event, within 60 days. Hanfeng received these funds on August 5,
2014. A copy of the press release issued by Hanfeng with respect to the sale of the Jiangsu
WFOE is attached hereto as Exhibit “P”.

Operational Challenges at Heilongjiang WFOE
48.  Iunderstand from Mr. Yu that, as at the date of this affidavit, the Heilongjiang WFOE is

not operating and not producing any fertilizer because of a lack of short-term prospects for
customer orders, Buildings, machinery and equipment at the Heilongjiang WFOE's facilities are
not being maintained and serviced because of limiled cash flow into the Heilongjiang WFOE.
As a result, their value is depreciating rapidly. I expect that the rate of depreciation will increase
as a result of harsh conditions that are typically experienced in the northeast of China.

49, Moreover, the Board has serious concerns about the high levels of inventory held by the
Heilongjiang WFOE, much of which will soon be unsaleable. A copy of a press release issued by
Hanfeng on this subject was previously attached hereto as Exhibit “M".

50. In early 2014, the Heilongjiang WFOE's management team resigned or was terminated
due to ongoing internal control issues. Hanfeng has been unable to recruit and retain

experienced replacement personnel.

Concerns Regarding Operating through WFOE in Chi

51. I understand that exercising control over the Heilongjiang WFOE from Toronto has been
challenging because of, among other things, language and cultural differences. As a result, the
Board has had limited success in implementing adequate and effective control and financial
reporting mechanisms in respect of the Heilongjiang WFOE.

52.  Following an evaluation of the effectiveness of Hanfeng’s internal control over financial
reporting as at June 30, 2010, management concluded that Hanfeng had ineffective internal
controls over financial reporting at that financial year end due to material weaknesses in the

following areas:
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(@)  Inadequate written policies and-procedures for reporting of infermation from the
Company’s subsidiaries to the parent company, including the CEO and CFO;

and

(b))  Weaknesses in the timeliness of communicating information from the
Company’s subsidiaries to the parent company, including the CEO and CFO.

53.  Iunderstand that these material weaknesses have not been fully remediated.

54.  In light of the current circumstances facing Hanfeng and the material weaknesses
relating to internal controls outlined above, I have concerns about the Board's ability to
adequately or responsibly supervise the Heilongjiang WFOE's ongoing business and affairs.

Inabili Appoint a Replacement Auditor and Resume Tr:

55.  Asindicated above, because Hanfeng has no auditor at present, it has not filed or sent to
its shareholders unaudited interim financial statements for the six months ended December 31,
2013 or the nine months ended March 31, 2014. It is, therefore, in violation of its continuous
disclosure obligations under applicable securities laws. In addition, the lack of an auditor has
inhibited Hanfeng's ability to hold an annual meeting of shareholders as it would be unable to
present audited financial statements to its shareholders at any such annual shareholders
meeting.

56. I understand that the Cease Trade Order relates, in part, to Hanfeng's failure to file
financial statements within the prescribed statutory time frame and that the OSC will not lift the
Cease Trade Order in the absence of Hanfeng filing its outstanding annual and interim financial
statements, Hanfeng will not be able to do so unless it is able to engage a qualified auditor.

57.  In my view, there is no realistic possibility of Hanfeng ever engaging an auditor in the
short or medium term, and therefore there is no real likelihood in such time horizon of the
shares of Hanfeng ever resuming trading or for Hanfeng to have access to financing on
commercial terms, whether through a credit facility from a financial institution, access to the
capital markets, or otherwise, Moreover, I do not believe there is any reasonable prospect of
Hanfeng’s shareholders liquidating their investment in Hanfeng, other than through dividends
or other distributions paid to them by Hanfeng in respect of their shares.
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Outlook for Hanfeng’s Business

58.  Inlight of the complexity of the issues presently facing Hanfeng and the Heilongjiang
WEQE, I believe that Hanfeng will be unable to continue as a going concern, particularly in the
long-term. With the termination of the Beidahuang business relationship and the lack, for the
foreseeable future, of any other meaningful sales to other customers, I have serious concerns
about whether the Heilongjiang WFOE will resume operations and achieve positive cash flow.
As shown in the Draft FY2014 Statements, Hanfeng experienced negative cash flow of
$38,794,000 in the year ending June 30, 2014,

59.  Hanfeng has never generated revenue (other than indirectly through its subsidiaries). It
now relies on the Heilongjiang WFOE to defray its expenses, although transferring available
cash to Hanfeng from China has proven challenging. Over the last few months, Mr. Yu has
loaned money to Hanfeng to assist Hanfeng in paying expenses incurred in Canada given the
difficulties in obtaining funds from the Heilongjiang WFOE. If Hanfeng's circumstances do not
materially improve in the near term (which I believe is very unlikely), the cash resources of
Heilongjiang WFOE will eventually be exhausted and the solvency of Hanfeng, on a
consolidated basis, will inexorably and inevitably be eroded so that there will be no prospect of
any return for Hanfeng’s shareholders through a distribution. '

60.  As a result, the Board has entered into a share purchase agreement with respect to its
shares in the Heilongjiang WFOE (described below) and commenced this application to appoint
a receiver to implement the sale, run a claims process and distribute the proceeds of sale and

any other assets to Hanfeng's stakeholders.

The Share Transfer Transaction

61.  In early June, 2014, Heilongjiang Harbin Pengcheng Fertilizer Co., Ltd. (as previously
defined, the “Purchaser”) contacted local management of the Heilongjiang WFOE to express
interest in potentially acquiring the Heilongjiang WFOE from Hanfeng. Management of the
Heilongjiang WFOE reported this contact to Mr. Yu, who notified me of the Purchaser’s
potential interest on or about June 16, 2014. Following preliminary discussions with the
Purchaser, the Purchaser’s proposal for acquiring the Heilongjiang WFOE was delivered to the
Board on June 18, 2014.
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62.  On August 8, 2014, following negotiations between the parties, Hanfeng and the
Purchaser entered into a share transfer agreement (the “Share Transfer Agreement”) and
certain related agreements (collectively, the “Transaction Documents”) pursuant to which
Hanfeng agreed to transfer all its equity shares of the Heilongjiang WFOE to the Purchaser in
consideration for payment of RMB 248,000,000 (approximately C$43.3 million) (the “Purchase
Price” and the transaction, the “Share Transfer Transaction”). Pursuant to the Share Transfer
Agreement, all of the liabilities of the Heilongjiang WFOE will remain with Heilongjiang WEOR
once it is owned by the Purchaser. As a result of the Share Transfer Transaction, the
Heilongjiang WFOE will no longer qualify as a WFOE. A copy of the Share Transfer Agreement
and the Transaction Documents are attached collectively hereto as Exhibit “Q”.

63.  80% of the Purchase Price is payable in cash and 20% is payable by way of a non-interest
bearing promissory note to be issued by the Purchaser in favour of Hanfeng (the “Promissory
Note”). 5% of the total Purchase Price (approximately $2 million) is payable by August 15, 2014,
which amount shall be forfeited by the Purchaser if it fails to complete the Share Transfer
Transaction in accordance with the Share Transfer Agreement. A further 15% of the total
purchase price is payable within seven business days of the date of approval of the Share
Transfer Transaction by this court. The balance of the purchase price, consisting of cash and the
Promissory Note, is payable within 10 business days of closing of the Share Transfer

Transaction.

64.  The Share Transfer Agreement expressly contemplates that Hanfeng will seek approval
of either its shareholders or the court within 45 to 60 days of signing the Share Transfer

Agreement.

65.  Mr. Yu and the Purchaser entered into a guarantee agreement (the “Yu Guarantee”)
dated August 8, 2014 pursuant to which Mr. Yu personally guaranteed in favour of the
Purchaser “the potential risks facing [the Heilongjiang WFOE] up to the amount of RMB 49.6
million (approximately C$8.6 million)” in accordance with the terms of the Yu Guarantee.
Among other things, pursuant to the Yu Guarantee, Mr. Yu has agreed to: (a) remain with the
Heilongjiang WFOE for a transition period of 12 months; (b) act as legal representative (but not
board chairman) of the Heilongjiang WFOE; (c) take all commercially reasonable efforts during
the transition period to safeguard the interests of the Heilongjiang WFOE, to ensure the smooth
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and steady transition of the Heilongjiang WFOE and to protect it from certain risks, including
employee severance, tax, environmental and accounts-receivable risks. Mr. Yu is not receiving

any compensation from Hanfeng in connection with granting the Yu Guarantee.

66.  Assuming that Hanfeng is liquidated in short order, I believe that the practical effect of
the Yu Guarantee is to make Mr. Yu liable for any purchase price adjustments that would be
necessitated by a change in the financial conditions of the Heilongjiang WFOE within one year

of closing the Share Transfer Transaction.

67.  The Share Transfer Agreement and the Promissory Note both contemplate that Hanfeng
shall assign the Promissory Note to Mr. Yu upon Hanfeng's liquidation or winding-up as
payment to him of the equivalent of RMB 49,600,000 of the amounts owing to him by Hanfeng
at such time, including for his share of the assets of Hanfeng as a shareholder of Hanfeng upon
its liquidation and approximately $3.716 million owing to him for the advances he has made to
Hanfeng since February 2014.

68. Also on August 8, 2014, Hanfeng and Mr. Yu entered into a confirmation agreement (the
”Confirmation Agreement”). The Confirmation Agreement provides, among other things, that
Hanfeng will repay $1.5 million of the amount it owes to Mr. Yu and will transfer the
Promissory Note to Mr. Yu upon the first distribution of the liquidated assets of Hanfeng to its
shareholders in connection with the within application (the “Distribution Event”) or at such
earlier time upon written request of Mr. Yu. The Confirmation Agreement further provides that
Mr. Yu agreed to accept the assignment of the Promissory Note in consideration for the
payment by Mr. Yu to Hanfeng of the Canadian dollar equivalent of the principal amount of the
Promissory Note. This payment is to be satisfied by way of set-off of any amounts owing from
Hanfeng to Mr. Yu. The Confirmation Agreement further provides for certain payments by
either Mr. Yu or Hanfeng in the event that the amounts owing from Hanfeng to Mr. Yu at the
time of the Distribution Event are less than or greater than the Canadian dollar equivalent of the

principal amount of the Promissory Note.
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Directorxs’ Fees

69.  In May and June, 2014, the compensation committee of the Board (the “Compensation
Committee”) discussed the appropriate remuneration payable to Hanfeng's independent
directors in the event that agreements were reached with a prospective purchaser to sell the
Heilongjiang WFOE.

70.  These discussions were formalized at a meeting of the Compensation Committee held
on July 29, 2014, At that meeting, the Compensation Committee unanimously resolved that,
upon definitive agreements being signed to reflect the sale of the Heilongjiang WFOE to the
Purchaser on the terms then under discussion, and upon a receiver being appointed to liquidate
and wind up Hanfeng, each independent director would be paid a lump sum fee of $150,000. It
was also resolved that, as Lead Director, [ would be paid an additional $50,000 (all such
payments, the “Directors’ Fees”). The total fees to be paid to the independent directors are
$500,000.

71.  The Compensation Committee acknowledged that each of the independent directors of
Hanfeng would continue to make himself or herself available to Hanfeng and to the Receiver to
a reasonable degree without any further compensation to assist Hanfeng and the Receiver in
liquidating Hanfeng. A copy of the minutes of the meeting of the Compensation Committee are
attached hereto as Exhibit “R”.

72.  In my experience as a director or officer of four publicly-traded corporations, it is
common for corporations to make payments to board members upon successful entering into of
or completion of transactions that realize value for the corporation or its stakeholders. These
payments are ordinarily in addition to the remuneration ordinarily paid to directors. In light of
the efforts described in this affidavit to navigate the affairs of Hanfeng toward concluding a sale
with the Purchaser, I believe the payment and amount of the Directors’ Fees are reasonable

under the circumstances,

The Share Transfer Transaction is Necessary, Fair and Reasonable

73.  The Board has concluded that the Heilongjiang WFOE's assets are not financially viable
for use as a fertilizer manufacturing facility and believes that the Share Transfer Transaction
represents the only viable option to preserve and realize value for all of Hanfeng's stakeholders,

6285664 v1



-19.

including its shareholders. As described above, Hanfeng faces numerous challenges, including
the loss of Beidahuang as a customer, the deterioration of assets at the Heilongjiang WFOE, the
challenge of recruiting and retaining a strong management team, the difficulty of finding a
replacement auditor and the difficulty of complying with its Canadian securities law

obligations. Therefore, Hanfeng is not a viable business and cannot continue as a going concern.

74. I have serious concerns about Hanfeng’'s ability to find another party interested in
purchasing the Heilongjiang WFOE. Both the prior Board and the reconstituted Board have
undertaken to market and sell Hanfeng for a number of years without success. There have been
no offers from third parties to purchase Hanfeng or the shares of the Heilongjiang WFOE or its
assets during the preceding 24 months other than the offer made in connection with the
Privatization Transaction. Beidahuang, which previously expressed interest in acquiring a stake
in Hanfeng, has informed the Board that it has no interest in acquiring either Hanfeng or the
Heilongjiang WFOE., I understand that it is known in the Chinese fertilizer industry that
Hanfeng is experiencing serious financial difficulties. Without a seasoned management team,
and as Hanfeng's financial condition and competitive advantage in the industry and in China
continue to deteriorate, it is increasingly unlikely that a substitute purchaser can be found.

75.  The Purchaser is a third party that is unrelated to Hanfeng and the Share Transfer
Transaction is being completed on an arm’s length basis.

76,  Deloitte has provided the Board with the Opinion, which concludes that the fair market
value (net of liquidation costs) of Hanfeng’s shares in the Heilongjiang WFOE as at August 7,
2014 is approximately RMB 205 million (equivalent to approximately $36.37 million). This is less
than the Purchase Price of RMB 245.6 million (being the purchase price of RMB 248 million with
the discounted value of the Promissory Note) to be obtained in the Share Transfer Transaction.
Accordingly, Deloitte has concluded that the Share Transfer Transaction is fair, from a financial
point of view, to Hanfeng.

Views of Hanfeng’s Existing Directors

77. I have made inquiries with each of the members of the Board. Each director believes
that, given the circumstances facing Hanfeng at present as outlined herein, the Board is no
longer in a position to contribute meaningfully to the preservation of value for Hanfeng's
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shareholders. Given the issues outlined above, particularly- in relation to the Heilongjiang
WEOE, I believe that an international accounting firm of the stature of E&Y, which has a strong
presence in China, is better situated than the Board to preserve those assets, close the Share
Transfer Transaction and distribute the proceeds.

78.  In light of the foregoing, each of Hanfeng’s directors desires to resign as director of
Hanfeng and will tender his or her resignation as a director, such resignations to be effective

upon the issuance of an Order appointing E&Y as receiver.

79.  On August 5, 2014, the Board unanimously passed a resolution, among other things,
authorizing Hanfeng to make this application to the Ontario Superior Court of Justice.

Appointment of E&Y as Receiver of Hanfeng is Just and Convenient

80.  For the foregoing reasons, I believe that it is just and convenient to appoint E&Y as
receiver without security pursuant to section 101 of the CJA of the assets, property and
undertaking of Hanfeng. I am attaching as Exhibit “S” the consent of E&Y to act as receiver.

81.  If appointed, it is expected that the receiver will, among other things, complete the

following steps under court supervision:

(a) receive, preserve, protect and otherwise deal with the assets of Hanfeng,
including the shares of the Heilongjiang WFOE;

(b)  close the Share Transfer Transaction and collect the Purchase Price payable

thereunder;

(<) conduct a claims process under court supervision to identify all parties
potentially having claims against Hanfeng and in the proceeds of a liquidation;

and

(d) make distributions to all parties entitled thereto with court approval.
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82. 1 believe there is no commercially reasonable, efficient and practicable method to
complete these steps without the appointment of a receiver. Without an order appointing the
receiver, the Share Transfer Transaction (as it is a sale of all or substantially all of the assets of
Hanfeng) must be put before Hanfeng’s shareholders for approval in accordance with the
OBCA. A shareholder vote is not practicable under the circumstances: Hanfeng has no auditor
and has therefore been unable to prepare its quarterly and annual financial statements, which
make it difficult for shareholders to have sufficient information for them to properly evaluate
and vote on the Share Transfer Transaction. In any case, any shareholder meeting could not
occur for 45 to 60 days in order to have time to prepare and mail a management information
circular.

83.  Further delay in closing the Share Transfer Transaction will result in continued erosion
of the value of the Heilongfiang WFOE and may result in the loss of the only prospective
purchaser known to the Board. Without the appointment of a receiver, the Share Transfer
Transaction cannot close and I expect that recoveries by all stakeholders, including
shareholders, will be significantly diminished.

84.  Asindicated, shares of Hanfeng are illiquid since they were delisted from the TSX and a
cease-trade order was been imposed by the OSC. As a result, shareholders of Hanfeng are
unable to sell their holdings and exit this situation. The best interests of those shareholders lie in
an orderly wind-up of Hanfeng.

SWORN BEFORE ME at the City of
Toronto, on August 13, 2014,

i =

Commissioner for Taking Affidavits Jonathax Pollack
Kahoan Sarion Carcdls Elwiion-Laka, & Corrmismione, etz
Province of Ondar'o, whils a Bludant-at-Law,
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Rong-Kai Hong, Ph.D.
9™ Floor, 199 Anhe Road Sec. I, Taipei, Taiwan
Rk.hon ormosasupply.com

+886 933 028 774
Personal Information
Citizenship: Canadian
Languages: English and Chinese
Education: Ph.D. Electrical Engineering/Biomedical Engineering —

University of Toronto (1992)

Summary of Key Experience & Skills

Hands-on experiences in project management, international sales, large-scale project bidding,
restructuring & corporate financing, mergers & acquisitions for profit growth.

Numerous experiences in start-up operations & strategy execution involving product design &
manufacturing, restructuring of supply chain, settiement of litigations.

Knowledgeable in commercial laws, litigations, contract laws. Expertise in contract negotiations
in cross culture/language environments and interdisciplinary fields.

Experiences in handling financial statements, auditing, litigations.

Possess a network of executive contacts in electronics, telecommunications, manufacturing
sectors, accounting and law firms in Taiwan, Hong Kong, China, Europe, Canada, USA.

Chronology of Related Business Experience

2010-now: Founder & CEO, Formosa Supply Services Co., Ltd.

Consulting services for Amcor, Corning, Deutsche Telekom, NANYA, Dassault. Scopes
included restructuring, marketing strategy, product development.

Cost management solutions for High Tech and Solar Energy industries. Trading of
commeodities in solar energy, electronic components, plastic and PCB.

Customers & partners: Celestica, Roadtrek, Etratech (Canada), American Solar Direct,
Cisco, AT&T, CORNING (USA), Deutsche Telekom (Bonn), AMCOR (Zurich), Dassault
(France), Solar-Energy Corp. & NANYA & FIC (Taipei).

Set up a subsidiary in Canada for supplying OFF-GRID power system to niche markets:
recreational vehicles, farms, cottages, marines.

Setting up a design & manufacturing in Taiwan/Guangzhou to supply products to Deutsche
Telekom/France Telecom/BUYIN (accomplishing cost savings of 15-20% for customers).

2000-2009: Founder & CEO, INQGEN Technology Co., Ltd. & APEX Com. and Networks Inc.

Software company focused in healthcare sector. Employee size grew to 160.

Product development from the concept of R&D to commercialization.

Acquisition of two companies and integration into the product development team.
Restructured the post-merged company for profitability.

Succeeded in numerous public tendering; implemented large-scale software projects
including a nationwide health data exchange project funded by Department of Health of
Taiwan to connect 400 hospitals.

2000-2004: Chairman, Sino-Canada Biotechnology Investment Committee; Board Member.

R.K. Hong, Version: July 2015 Page 1



. Led the partnership agreement for the Venture Capital Fund (CND$ 60Million) focused in
biotech industry of North America. Shareholders: Executive Development Fund, China Steel
Corp., TECO, FAR EAST, MEGA Bank, Taiwan Fertilizer Corp.

. Implemented technology transfer transactions in medical imaging products.

B 1996-2000: Chief Representative for DETECON (Deutsche Telekom's consulting subsidiary for
international businesses)

. Established Deutsche Telekom’s business in Taiwan. Won over US$20M of consultancy
contracts at profit margin of over 35%. Negotiated agreements and managed the delivery of
the services fulfilling 100% of the goals.

° Succeeded in our bid to win a license to operate a mobile phone GSM network — MoBiTai
Communications Co., Ltd. - in Taiwan.

. Led the procurement process, closed contracts with SIEMENS, Cap Gemini (French
company), LHS (German company), Oracle, Digital Equipment Corp. Managed delivery of
vendors. Result: 20% below budget for total spend of over US$100M, shortened the
implementation time from 18 months to 13 months.

m  1990-1995: Consulting work with Canadian companies in China-related businesses

. Bell Canada - business planning for investing into a GSM mabile network in the city of Yantai
with an IRR of 25%, negotiation of the joint venture agreement with China Unicom, support
liaison with vendors (switch, radio, construction engineering), proving financial viability to
headquarter.

) Fortran Traffic Systems Inc. - tendering of a city-wide traffic management project in Tianjin,
the project was funded by World Bank.
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Pri Confidential DRAFT
July 2, 2015

Ernst & Young Inc.

In its capacity as Receiver of Hanfeng Evergreen Inc.
Ernst & Young Tower,

222 Bay Street, P. O. Box 251, Toronto, ON M5K 117
Canada

Att: Mr Murray A. McDonald

HANFENG EVERGREEN INC

Thank you for the opportunity to be of service to Ernst & Young Inc. (“EY” or the “Client”).
Pursuant to your recent discussions with Mr. Rong-Kai Hong (“RK Hong"), Formosa Supply
Services Co., Ltd (“FSS") is pleased to submit the following proposal for your consideration.

1. Background

Hanfeng Slow-Release Fertilizer Co., Ltd (*Hanfeng HL"), a fully owned subsidiary of Hanfeng
Evergreen Inc. (“Hanfeng Evergreen”), is a manufacturer of agricultural chemicals in China.
Hanfeng HU)'s facility (the “Facility”) is located at Shangzhi Economic Development Zone,
Shangzhi City, Harbin (B8 /R V& 8 35 1 W S 2 5F FF R X) .

On August 20, 2014, the Ontario Superior Court of Justice (the "Court”) approved a share
transfer agreement between Hanfeng Evergreen and Heilongjiang Pengcheng Fertilizer Co., Ltd
(“Pengcheng”) dated August 8, 2014 (the “Share Transfer Agreement”) for the sale of all the
shares of Hanfeng HLJ to Pengcheng for the total purchase price of 248,000,000 RMB.

On August 20, 2014, the Court issued an order appointing Ernst & Young Inc. (“EY") as receiver
and manager (the "Receiver") of the assets, undertakings and properties of Hanfeng Evergreen.
The Receiver has been authorized to take any necessary steps required to complete the share
transfer transaction (the “Share Transfer Transaction”) contemplated by the Share Transfer
Agreement, and collect all proceeds from the Share Transfer Transaction.

Hanfeng Evergreen is the sole shareholder of Hanfeng HU and the Receiver is empowered,
among other things, to exercise any shareholder, partnership, joint venture or other rights which
Hanfeng Evergreen may have.

FSS Consulting (China) Limited
Unit 2101-04, Central Plaza | 227 Huangpi (N) Road | Shanghai 200003 | P.R. China
iEl AT ETALRS 227 T 1 2101-04 i iz 200003
+86 21 5108 B0O02 telephone ALl | +86 21 6352 3616 fax [EFL | FSSconsulting.com
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The Share Transfer Transaction has experienced significant delays due to Pengcheng failing to
make interim payments as required by the Share Transfer Agreement.

The Receiver, with assistance of FTI Consulting (China) Limited (“FTI") and other advisors in
China, has performed investigations (the “Investigations”) with respect to Hanfeng HL and
Pengcheng (collectively, the “Targets”) and gathered relevant intelligence.

Receiver agrees to engage FSS to take an interim management role (the “Interim Management
Role”) in order to effect control over Hanfeng HLJ.

2. Objective

Based upon the results obtained from the Investigations, FSS will provide the necessary
assistance to take control of Hanfeng HU via the Interim Management Role in order to safeguard
interests of Hanfeng Evergreen. The Interim Management role includes, among other things,
appointment of Mr. Hong as a director and the legal representative of Hanfeng HLJ and an
individual nominated by Mr. Hong, and agreed to by the Receiver, as a director.

3. Interim Management Phase - Proposed Scope
We propose the scope to comprise the following:

a) Appointment of RK Hong and RK Hong's nominee as directors of Hanfeng HU and RK
Hong as Hanfeng HU's legal representative;

b) Provide assistance in negotiations with Yu Xinduo and Pengcheng as appropriate;

c) Control of the Hanfeng Group’s chop set (although legally we may not be able to keep
possession of the legal representatives chop which will be required for payments) and
online banking token (if any);

d) Daily review of source documentation and cash payments including suppliers payments,
wages and salaries, statutory payments and reimbursements;

e} Daily review of debtor collectability and status of prepayments;

f) Review of historical disbursements and cash receipts during the Post-filing Period;

g) Review and approval of purchase orders and contracts;

h) Reviewing cash repatriations methods and compliance with SAFE;

i) Review the financial results, compare to budget, identify variances, obtain an explanation
of such variances, and provide views on the reasonableness of the variances {(on a
monthly basis);

j) Review and confirm of bank reconciliations;

k) Review and monitor compliance with bank facilities and financial covenants;
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) Review and monitor inventory movements;

m) Undertake factory inspections to identify operational concerns (i.e. idle machinery, waste,
excessive or aged inventory),

n) Provide ad hoc advice and assistance to the Receiver as an when required; and

o) Prepare high level written report(s) to the Receiver.

4. Interim Management Role - Fees, Expenses & Payment
Arrangement.
Daily Rates

FSS will invoice for services provided on a monthly basis. FSS’ daily rates are outlined below. For
the purpose of billing, FSS will divide the number of chargeable hours by 8 work hours per day.
Other resources will be available to support the Interim Management Role as required with the
Receiver's approval.

Title Rate per Day *
Mr. Rong-Kai Hong US$1,700
lvan Ng US$1,000
Titan Cheng Us$1,000

Further, the Receiver and FSS have agreed to discuss a reasonable incentive payment plan,
should a decision be made to renegotiate the Share Transfer Transaction or, seek other options
to realize on the assets of Hanfeng HLU. The purpose of the incentive payment plan would be to
reward FSS for generating a higher return to the shareholders of Hanfeng Evergreen (as
compared to the Share Transfer Transaction).

Flight tickets:
Reimburse at cost for authorized travels, with receipt.

Travel expenses:
U55250 per day for China for authorized travels

USS$300 per day for Toronto for authorized travels
With respect to authorized travels, the above fixed expenses cover accommodation, ground
transports, and all other personal effects.

If there are extraordinary out-of-pocket expenses (will seek authorization for such expenses), they
will be reimbursed against receipts. Examples of such expenses would be: leasing a hotel conference
room for important meetings, payments for group meals etc. At the present, there is no expectation
of such costs.
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Any fees and expenses incurred in connection with the Interim Management Role shall be
invoiced to and payable by Hanfeng HLJ as approved by the Receiver. These amounts will be
guaranteed by Hanfeng Evergreen. However, prior to FSS taking control over Hanfeng HU as
legal representative, Hanfeng Evergreen shall pay the fees and expenses on behalf of Hanfeng
HU, which will reimburse Hanfeng Evergreen any amounts paid.

Initial Payment:

Hanfeng Evergreen shall pay to FSS US$100,000 (the “Initial Payment”) on behalf of Hanfeng
HLJ upon the execution of this engagement letter. The Initial Payment is to cover any initial fees
and expenses incurred by FSS, which amounts shall be reimbursed by Hanfeng HLJ after FSS
effects control as legal representative over Hanfeng HL.

RK Hong will have overall responsibility for this engagement. This will include involvement in the

initial planning, resource coordination and management, and participation in weekly conference
status calls.

5. Commencement of Project
Should the terms set out above be acceptable to you, we would be grateful if you would sign and
return to us a copy of this proposal letter which, together with the business terms, forms the

Contract for our project.

FSS is available to commence work on this project immediately upon receipt of a signed copy of
this letter and the provision of relevant start-up materials.

Please do not hesitate to call RK Hong at + 886 933 028 774 if you have any questions on this
proposal.

Yours sincerely,
Formosa Supply Services Co., Ltd

Rong-Kai Hong
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The terms of this proposal are accepted by:

Signature:
Name:
Title:
Date:
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ERNST & YOUNG INC.

Court Appointed Receiver & Manager of
Hanfeng Evergreen Inc. (the "Company") - CAD
Cumulative Receipts and Disbursement
For the Period August 20, 2014 to June 30, 2015

Receipts:

Funds from Company USD Account
Funds from Company CAD Account
Pre-Appointment HST Refunds

HST Refunds

Interest Earned

Income Tax Refund

Insurance Refund

HST Refund Interest

Petty Cash on Hand

Total Receipts

Disbursements:

Board Compensation Payments
Receiver Fees

Legal Fees - Canada

Transfer to Hanfeng USD Account
HST Paid

Contractor Payments & Expenses
Source Deductions

Lease Expenses

Other Out-of-Pocket Disbursements
Legal Disbursements

Pre-filing Source Deductions
Shareholder Services

Advertising

Web Site Services

Storage and Security

Insurance

Telephone

Registrar's Fees

Bank Charges

Total Disbursements

Excess Receipts over Disbursements

Represented By:

Current Account

Note

,¥]

August 20, 2014 to
June 30, 2015

2,168,336
1,297,579
259,963
35,127
17,168
2,176
511

108

46

3,781,013

500,000
425,000
217,725
100,000
90,321
74,682
44,169
19,023
432
6,165
3,755
2,542
9,144
650

547

256

235

70

43

1,494,756

2,286,257

2,286,257




ERNST & YOUNG INC.

Court Appointed Receiver & Manager of
Hanfeng Evergreen Inc. (the "Company"”) - USD
Cumulative Receipts and Disbursement

For the Period August 20, 2014 to June 30, 2015

Note
Receipts:

Funds from Company USD Account
Funds from Receiver CAD Account

Total Receipts
Disbursements:
Pre- Appointment Due Diligence Fees
Legal Fees - China 4
HST Paid
VAT - China
Bank Charges

Total Disbursements

Excess Receipts over Disbursements
Represented By:

Current Account

August 20, 2014 to
June 30, 2015

215,068
81,573

S 296,640

124,000
97,459
16,120

6,780
334

$ 244,692

$ 51,948

51,948




Hanfeng Evergreen Inc. (the “Company”)
Cumulative Combined Receipts and Disbursements
For the Period August 20, 2014 to June 30, 2015
Variance Analysis

1.

Board Compensation Payments — This represents payments to the former independent
directors of the Company, which are described in detail in the affidavit of Jonathan
Pollack, sworn August 13, 2014 and filed in support for an application brought by the
Company for the Court Order issued August 20, 2014 in respect of the Receiver
appointment.

Receiver Fees — Receiver fees represent professional fees incurred by the Receiver to
June 26, 2015.

Legal Fees — Legal fees include fees paid to the Company’s Counsel and MayerBrown
(the Receiver’s counsel in China).

Contractor Payments & Expenses — All employees of the Company were terminated
and/or deemed terminated as of August 20, 2014. The Receiver engaged certain
employees on a contract basis to assist with various tasks in the Receivership
Proceedings. These payments represent payments and reimbursements to these
contractors (including Mr. Yu Xinduo).

In November, 2014, the Receiver discontinued the monthly pay arrangement and entered
into a new contract with Mr.Yu, which provides for a contingent payment of $55,000
upon the closing Share Transfer Transaction.

Lease Expense — Lease expenses relate to the costs of the post-filing occupation and
termination of the lease of the Company’s Toronto office.
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ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) FRIDAY, THE 24t
)
JUSTICE ) DAY OF JULY, 2015

IN THE MATTER OF AN APPLICATION UNDER SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. c. C.43 (as amended)

AND IN THE MATTER OF HANFENG EVERGREEN INC.

ORDER

THIS MOTION, made by Ernst & Young Inc., in its capacity as the receiver
(the “Receiver”) of Hanfeng Evergreen Inc. (“Hanfeng”), for an order clarifying and
expanding the Receiver’s powers was heard this day at 330 University Avenue,

Toronto, Ontario.

ON READING the Second Report of the Receiver dated July 17, 2015 (the
“Second Report”) and on hearing the submissions of counsel to the Receiver, no one
appearing for any other person on the Service List, although properly served as

appears from the affidavit of service, filed:

j THIS COURT ORDERS that the time for service of the motion record in
respect of this Motion is hereby abridged so that this Motion is properly
returnable today and hereby dispenses with further service thereof.

6433388 v2
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THIS COURT ORDERS that any capitalized terms not otherwise defined in
this Order shall have the meanings ascribed to them in the Second Report.

THIS COURT ORDERS that the Receiver is empowered and authorized to
exercise any shareholder rights that Hanfeng has, including Hanfeng's rights
as sole shareholder of Hanfeng Slow-Release Fertilizer Co., Ltd. (the
“Chinese Subsidiary”).

THIS COURT ORDERS that the Receiver is empowered and authorized, but
not obligated, to amend and, if it deems appropriate in its sole discretion,

terminate the Share Transfer Agreement.

THIS COURT ORDERS that the Receiver is authorized and empowered to
take any necessary actions and steps to safeguard the assets of the Chinese
Subsidiary (the “Heilongjiang Assets”), complete the Receiver’s ongoing
investigations and to consider alternatives to realize on the Heilongjiang

Assets.

THIS COURT ORDERS that the Receiver is authorized and empowered to

take any necessary steps to effect control over the Chinese Subsidiary.

THIS COURT ORDERS that the Receiver is authorized and directed to
engage Mr. Rong-kai Hong and his company, Formosa Supply Services Co.,
Ltd, (FSS), to provide interim management services in connection with the
Chinese Subsidiary, including appointment of Mr. Hong as the legal
representative (the “New Legal Representative”) and a director of the

Chinese Subsidiary.

THIS COURT ORDERS Mr. Yu Xinduo to provide full and timely

cooperation to the Receiver, including, but not limited to the following:




10.

11.
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(@) attending at Harbin Administration of Industry and Commerce
("HAIC”) in order to facilitate the change of legal representative
of the Chinese Subsidiary;

(b)  surrendering all chops including the company chop and finance
chops relating to the Chinese Subsidiary and any of its
subsidiaries to the New Legal Representative;

()  surrendering all online banking tokens of the Chinese
Subsidiary to the New Legal Representative;

(d)  surrendering to the New Legal Representative all corporate
licenses, certificates and registrations of the Chinese Subsidiary
and any of its subsidiaries, including the original business
license, replicate business license, organizational code
certificate, tax certificate and safe registration; and

a. providing unfettered access for the New Legal Representative to
the Chinese Subsidiary’s offices and facilities; and

THIS COURT ORDERS that Mr. Yu Xinduo is forthwith prohibited from
executing any document or entering into any agreement with respect to the

Chinese Subsidiary without the Receiver’s prior written consent thereto.

THIS COURT ORDERS that the First Report and the Second Report and the
conduct and activities of the Receiver as described in each of the reports are

hereby approved.

THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or
in the People’s Republic of China to give effect to this Order and to assist the
Receiver and its agents in carrying out the terms of this Order. All courts,
tribunals, regulatory and administrative bodies are hereby respectfully

requested to make such orders and to provide such assistance to the Receiver,
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as an officer of this Court, as may be necessary or desirable to give effect to
this Order or to assist the Receiver and its agents in carrying out the terms of

this Order.
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