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INTRODUCTION

1. On August 20, 2014, following an application by Hanfeng Evergreen Inc. (�Hanfeng�

or  the  �Company�), the Ontario Superior Court of Justice (the �Court�) issued an

order (the �Approval Order�) approving a share transfer agreement (the �Share

Transfer Agreement�) dated August 8, 2014 and the transaction contemplated therein

(the �Share Transfer Transaction�).

2. The Approval Order provided for vesting in HLJ Pengcheng (as defined below) all the

shares of Hanfeng Slow-Release Fertilizer Co., Ltd. (the �Chinese Subsidiary�), the

Company�s wholly-owned subsidiary in China, upon the completion of the Share

Transfer Transaction. A copy of the Approval Order is attached hereto as Appendix

�A�.

3. Pursuant to an order (the �Appointment Order�) issued by this Court on August 20,

2014 (the �Filing Date�), Ernst & Young Inc. (�EY�) was appointed as receiver and

manager (the �Receiver�) of the assets, undertakings and properties (the

�Properties�) of the Company, pursuant to section 101 of the Courts of Justice Act,

R.S.O. 1990, c. C.43, as amended. A copy of the Appointment Order is attached hereto

as Appendix �B�.

4. The Appointment Order authorized the Receiver to, among other things:

take any necessary steps required to complete the Share Transfer Transaction;
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take possession of and exercise control over the Properties and any and all

proceeds, receipts and disbursements arising out of, or from, the Properties;

engage counsel and advisors from time to time to assist with the exercise of the

Receiver�s powers and duties; and

seek Court approval of, and conduct a procedure for, the solicitation,

determination and resolution of claims against the Company.

5. On July 24, 2015 and July 31, 2015, following motions by the Receiver, this Court issued

two Orders (collectively, the �Clarification Orders�), which, among other things:

confirmed the Receiver�s power and authority to exercise the shareholder

rights of Hanfeng with respect to the Chinese Subsidiary, including the

replacement of Mr. Yu Xinduo (�Mr. Yu�) with Mr. Hong Rong-Kai (�Mr.

Hong�) as the legal representative and a director of the Chinese Subsidiary;

authorized the Receiver to take any necessary steps to assert its ownership of

and effect control over the Chinese Subsidiary;

required Mr. Yu to provide unfettered access for Mr. Hong and his designates

to the Chinese Subsidiary�s offices and facilities and to the Chinese

Subsidiary�s books and financial records;

required Mr. Yu to surrender the chop sets (which are company seals required

for executing corporate documents and government registrations) and certain

other business and legal documents of the Chinese Subsidiary to Mr. Hong and

the Receiver;

required Mr. Yu to provide full and timely cooperation to the Receiver with

respect to the above tasks; and

prohibited Mr. Yu, without the Receiver�s approval, from executing any

agreement with respect to the Chinese Subsidiary or causing it to make any

payments.

Copies of the Clarification Orders are attached hereto collectively as Appendix �C�.
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PURPOSE

6. The purpose of this fifth report of the Receiver (the �Fifth Report�) is to report to the

Court in respect of:

developments with respect to the ongoing Legal Proceedings (as defined

below);

the current financial status of the Company;

the outstanding fees and disbursements for the Receiver and its counsel; and

the Receiver�s motion for:

(i) approval of the Supplement to the First Report dated September 22,
2014 (the �Supplement to the First Report�), the Fourth Report
(defined below), the Fifth Report and the activities described therein;
and

(ii) approval of the fees and disbursements of the Receiver and its
counsel.

7. The Fifth Report is organized as follows:

Terms of Reference;

General Background;

Update on the Legal Proceedings;

Current Financial Status of Company; and

Fees and Disbursements.

TERMS OF REFERENCE

8. In preparing the Fifth 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 from 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 the Fifth Report:
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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

the Receiver has prepared the Fifth 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 the Fifth Report available on the Receiver�s website at

www.ey.com/ca/hanfeng.

9. The Receiver has previously filed with the Court its first report dated September 12,

2014 (the �First Report�), the Supplement to the First Report, the second report dated

July 17, 2015 (the �Second Report�), the supplement to the second report dated July

22, 2015 (the �Supplement to the Second Report�), its third report dated September

25, 2015 (the �Third Report�) and its fourth report dated April 4, 2017 (the �Fourth

Report�). Copies of each of these reports are posted on the Receiver�s website. Copies

of the First Report, the Supplement to the First Report, the Second Report (without

appendices), the Supplement to the Second Report (without appendices), the Third

Report (without appendices) and the Fourth Report (without appendices) are attached

hereto as Appendices �D�, �E�, �F�, �G�, �H� and �I�, respectively. The First Report,

Second Report and Supplement to the Second Report were approved by the Order of

Justice Hainey dated July 31, 2015. The Third Report was approved by the Order of

Justice Hainey dated October 5, 2015.

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

otherwise stated. Capitalized terms not defined herein have the meaning set out in the

Fourth Report.
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GENERAL BACKGROUND

Hanfeng and its Chinese Subsidiary

11. Hanfeng, through its wholly-owned subsidiaries, was a developer and producer of

value-added fertilizers in China. Hanfeng is incorporated under the laws of Ontario

with its registered head office in Toronto.

12. Hanfeng has no independent operations and exists solely as a holding company for

certain entities that were incorporated in and, at the relevant times, operating in

China. By mid-August 2014, the Company�s principal remaining un-monetized asset

was all the issued and outstanding shares of the Chinese Subsidiary (the �Shares�).

13. The Chinese Subsidiary is managed by Mr. Yu and a team of individuals designated

by him (collectively, the �Local Management Team�). The Local Management Team,

by way of Mr. Yu�s delegation of authority (as legal representative), controls the

Chinese Subsidiary�s business licence, chop sets and bank accounts.

14. The board of the Chinese Subsidiary (the �Board�) currently consists of the three

following directors:

Mr. Yu, chairman of the Board, the founder and former CEO of the Company,

who owns and controls approximately 20.4% of Hanfeng�s shares;

Qi Zhida, General Manager of the Chinese Subsidiary; and

Guan Liu, (�Mr. Guan�) (a lawyer at Heilongjiang Honghui Law Firm, the

Receiver�s Chinese counsel).

Share Transfer Transaction

15. As noted above, the Appointment Order authorized the Receiver to sell the Shares.

16. As described in greater detail in the prior reports of the Receiver to the Court,

immediately prior to the execution of the Share Transfer Agreement, the name of the

counterparty to the Share Transfer Transaction was changed from �Heilongjian

Pengcheng Fertilizer Co. Ltd.� (�HLJ Pengcheng�) to the Chinese language

translation of �Harbin Pengcheng Fertilizer Co. Ltd.� (�New Pengcheng�).
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17. HLJ Pengcheng is a well-established company active in Heilongjiang Province of

China. By contrast, New Pengcheng appears to be a shell company with no operations

that was only registered on August 4, 2014 (4 days before signing of the Share Transfer

Agreement) and in respect of which very limited information is available to the public.

18. The Receiver has attempted to close the Share Transfer Transaction, but has not been

successful, in part due to the actions of New Pengcheng and Mr. Yu. In light of New

Pengcheng�s continued failure to meet its contractual obligations and various other

factors set out in the Forth Report, the Receiver no longer believes that New

Pengcheng has the financial wherewithal or desire to close the Share Transfer

Transaction.

19. During this process, the Receiver uncovered evidence of concealed loans, legal actions

and other information that led to mounting concerns over the state of the Chinese

Subsidiary, the potential linkage between Mr. Yu and New Pengcheng, as well as Mr.

Yu�s role in the entire transaction, all as detailed in the Fourth Report.

Control of the Chinese Subsidiary

20. In light of these concerns, the Receiver, with the assistance of its counsel and advisors,

took various steps with a view to preserving the assets of the Chinese Subsidiary.

However, the Receiver�s efforts have not been successful due to Mr. Yu�s failure to

surrender control of the Chinese Subsidiary despite the Receiver�s demands and the

Court�s previous orders. Mr. Yu has failed to provide the documents requested by the

receiver or cooperate with the Receiver and its representatives in accordance with the

Clarification Orders, in particular, Mr. Yu has not:

executed certain documents necessary for the replacement of the legal

representative as further discussed herein;

granted access to the Chinese Subsidiary�s offices and facilities and to its books

and financial records; and

responded to inquiries with respect to the concealed loans of the Chinese

Subsidiary, legal actions by its lenders, and other operational and financial

information.
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21. As a result, the Receiver has been unable to complete an application to the Harbin

Administration of Industry and Commerce (�HAIC�) to register the replacement of

the legal representative.

22. As discussed in the Fourth Report, the Receiver attempted to obtain a local court order

to assist with enforcing the shareholder rights on behalf of Hanfeng; however, the

Harbin Intermediate People�s Court (the �Harbin Court�) advised that it was not

prepared to hear the Receiver�s submission.

UPDATE ON THE LEGAL PROCEEDINGS

23. As a result of the issues discussed above with respect to the Share Transfer Transaction

and control over the Chinese Subsidiary, and as described in the Fourth Report, the

Receiver has become involved in two legal proceedings (the �Legal Proceedings�),

both of which remain ongoing:

the Receiver�s action against Mr. Yu and Ms. Lei Li1 in Canada (the �Receiver�s

Action�); and

the proceeding brought in China by New Pengcheng against Hanfeng, the

Chinese Subsidiary, Mr. Yu and EY (the �New Pengcheng Proceeding�).

Receiver�s Action

24. On March 22, 2016, the Receiver commenced a claim (the �Receiver�s Action�) in the

Ontario Superior Court of Justice against Mr. Yu and Ms. Li.  Among other things, the

Statement of Claim alleges that Mr. Yu breached his fiduciary duties to Hanfeng and

the Chinese Subsidiary by taking out a series of loans on behalf of the Chinese

Subsidiary,  which  proceeds  he  converted  for  his  own use  or  otherwise  improperly

dissipated from the Chinese Subsidiary and/or were received by Ms. Li.  In addition,

the Statement of Claim alleges that Mr. Yu and Ms. Li fraudulently represented the

true identity and corporate history of New Pengcheng.  Attached hereto as Appendix

�J� is the Statement of Claim in the Receiver�s Action.

1 Ms. Lei Li is the spouse of Mr. Yu and a former director and officer of Hanfeng.
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25. In the Receiver�s Action, the Receiver claims restitution or damages in the total

amount of Canadian currency sufficient to purchase RMB 865,600,000 (approximately

$17.3 million2) for breach of fiduciary duty, fraud, conversion, unjust enrichment,

knowing assistance and knowing receipt and fraudulent misrepresentation and seeks

a declaration that all monies belonging to the Chinese Subsidiary and wrongfully

obtained by Mr. Yu and/or Ms. Li are subject to a constructive trust in favor of the

Receiver.  The Receiver also asserts a claim for aggravated, exemplary and punitive

damages in the amount of $500,000 and special damages, in an amount to be

determined in advance of trial, for costs associated with the Court approval and

monitoring of the Share Transfer Agreement, delays to the Share Transfer Transaction

and the costs to investigate Mr. Yu and Ms. Li�s activities and to try to preserve the

Chinese Subsidiary�s assets.

26. After the Receiver delivered two responses to the defendants� Demand for Particulars,

on January 5, 2017, Mr. Yu and Ms. Li delivered a defence to the action (the �Statement

of Defence�).  The Statement of Defence broadly denies the allegations of the Receiver

and claims certain allegations fail to disclose a cause of action against Mr. Yu and Ms.

Li. Attached hereto as Appendix �K� is the Statement of Defence.

27. Since the Fourth Report was prepared, the Receiver and Mr. Yu, through their counsel,

have engaged in extensive correspondence regarding the Receiver�s Action and these

receivership proceedings. In particular, Mr. Yu�s counsel disagreed with statements in

the Fourth Report relating to Mr. Yu�s failure to cooperate with the Receiver and its

representatives in their attempts to investigate the business and financial affairs of the

Chinese Subsidiary as well as to exercise control over it.

28. The application to HAIC for the replacement of the legal representative is required to

include, among other things, the Board resolution, appointment letter, the Chinese

Subsidiary�s business license and various other documents that need to be executed

by the directors and stamped with the Chinese Subsidiary�s business chop. As

discussed earlier, many of these documents are within the control of Mr. Yu and/or

the Local Management Team by way of Mr. Yu�s delegation of authority. In addition,

2 Converted based on the exchange rate of CAD$1.00 = RMB5.00
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in light of certain lenders� claims and actions against the Chinese Subsidiary, the

Receiver believed it was critically important to have immediate unfettered access to

the Chinese Subsidiary�s corporate and financial information in order to exercise

control.

29. To this end, the Receiver and its representatives made repeated requests to Mr. Yu for

various documents and information. For over two years, Mr. Yu and various member

of the Local Management Team provided numerous responses to these letters, none

of which have resulted in any meaningful cooperation or positive action to comply

with the Receiver�s requests.

30. On May 12, 2017, counsel to Mr. Yu contacted the Receiver�s counsel, requesting the

documentation that must be executed by Mr. Yu, among others, to register the

replacement of a legal representative and/or director of the Chinese Subsidiary (the

�May 12 Letter�). The May 12 Letter was written without prejudice to Mr. Yu�s

position, as set out in the Statement of Defence. Attached hereto as Appendix �L� is

the May 12 Letter.

31. On July 7, 2017, the Receiver, through its counsel, responded to the May 12 Letter (the

�July 7 Letter�). The Receiver noted that Mr. Yu had a number of obligations under

the Clarification Order which he had not complied with and demanded the Mr. Yu

provide certain financial information pursuant to the Clarification Orders. The

Receiver also provided a list of documents that must be signed and registered to effect

a change of legal representative and/or director of the Chinese Subsidiary.  Attached

hereto as Appendix �M� is the July 7 Letter.

32. On May 19, 2017, Receiver�s counsel received correspondence from counsel for Mr. Yu

with respect to the Fourth Report (the �May 19 Letter�), requesting, among other

things:

that the Receiver post additional documents relating to the Legal Proceedings

on the Receiver�s website;

further information regarding the New Pengcheng Proceeding; and
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that the Receiver provide further documents and information with respect to

the Receiver�s allegations of Mr. Yu and Ms. Lei�s failure to cooperate.

33. Receiver�s counsel responded to these requests in a letter dated June 6, 2017 (the �June

6 Letter�). The May 19 Letter and the June 6 Letter are attached hereto as Appendices

�N� and �O�. Attached to the June 6 Letter is a notice of disallowance in respect of the

claim made by Mr. Yu in the Receivership (the �Notice of Disallowance�).

34. On May 30, 2017, the Receiver served the parties to the Receiver�s Action with its Reply

to the Statement of Defence.

35. On June 26, 2017, Mr. Yu filed a notice of dispute in respect of the Notice of

Disallowance. Attached hereto as Appendix �P� is  the  notice  of  dispute  of  Mr.  Yu

dated June 26, 2017.

36. On June 12, 2017, the defendants in the Receiver�s Action served a notice of motion

seeking to strike the claims against Ms. Li and certain aspect of the claim against Mr.

Yu for failing to disclose a cause of action (the �Motion to Strike�). The motion has

been scheduled for September 22, 2017. Attached hereto as Appendix �Q� is the notice

of motion dated June 12, 2017.

37. The next steps in this proceeding are expected to be as follows:

the Motion to Strike will be heard on September 22, 2017; and

once pleadings have closed, a timetable will be established for discovery.

New Pengcheng Proceeding

38. On or about August 3, 2015, New Pengcheng commenced an action against Hanfeng,

the Chinese Subsidiary, Mr. Yu and EY in its personal capacity in the Harbin Court,

seeking to terminate the Share Transfer Agreement and cause the return of the initial

deposit in the amount of RMB 12.4 million (approximately $2.48 million2) that New

Pengcheng had previously paid (the �Deposit�).

39. On February 15, 2017, the Harbin Court released its decision (backdated to December

29, 2016).  Among other things, the decision included the following:



- 11 -

a finding that the Share Transfer Agreement was terminated;

the requirement for Hanfeng to return the Deposit, plus interest, to the

Purchaser; and

a finding that EY, in its personal capacity, was not a party to the Share Transfer

Agreement and not personally liable for the return of the Deposit.

40. For reasons set out in greater detail in the Fourth Report, the Receiver does not believe

that the Harbin Court reached the appropriate result with respect to the termination

of the Share Transfer Agreement and the requirement for Hanfeng to return the

Deposit.

41. On March 20, 2017, the Receiver commenced an appeal of the Harbin Court decision

by delivering a notice of appeal to the Harbin Court. The Harbin Court then

transferred the appeal to the Heilongjiang Province Superior Court (the

�Heilongjiang Court�).

42. The Heilongjiang Court heard the appeal on June 30, 2017. Prior to the hearing, the

parties made written submissions to the judges. The Heilongjiang Court may request

further written submissions.

THE COMPANY�S CURRENT FINANCIAL POSITION

43. As described in the Fourth Report, the Receiver has received 17 non-equity claims with

a total face value of CA$4,307,663 (including two claims filed by Mr. Yu and a

company controlled by him for a total amount of $2,451,613.83) and two late claims in

a total amount of CA$17,863 in the Claims Process. The claims have not yet been fully

adjudicated by the Receiver due to the pending Legal Proceedings as well as the state

of the Share Transfer Transaction and the Chinese Subsidiary.

44. A summary of the Receiver�s receipts and disbursements for the period from the Filing

Date to September 20, 2015 is set out in Appendix I to the Third Report. Attached

hereto as Appendix �R� is the Receiver�s statement of receipts and disbursements

from September 21, 2015 to May 31, 2017. The Receiver currently holds funds in the
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amount of CA$2,015,925.29 and US$9,945.62 in respect of the receivership of Hanfeng.

These funds effectively include the remaining balance of the Deposit.

45. As described further below, at the time of this Fifth Report, outstanding professional

fees and disbursements are estimated at approximately $361,062 before Harmonized

Sales Tax (�HST�).

46. It is the Receiver�s intention to continue to utilize the Company funds to administer

the receivership, advance the Legal Proceedings, as well as evaluate and pursue other

courses of action for the benefit of Hanfeng pursuant to the Appointment Order.

FEES AND DISBURSEMENTS

47. The Receiver, and its counsel, Stikeman Elliott LLP (�Stikeman�), Mayer Brown JSM

(�Mayer Brown�) and Heilongjiang Honghui Law Firm (�Honghui�) maintained

records of their professional time and costs.

48. The Receiver seeks approval of:

its fees and disbursements for the period of August 2, 2014 to April 28, 2017;

the fees and disbursements for Stikeman for the period of April 12, 2014 to May

5, 2017;

the fees and disbursements for Mayer Brown for the period of November 10,

2014 to August 27, 2015; and

the fees and disbursements for Honghui for the period of May 4, 2015 to  May
31, 2017 as summarized in the table below:

In $CAD Total
Paid Outstanding Total Paid Outstanding Total Paid Outstanding Total

Receiver 439,543 201,524 641,067 8,917 6,415 15,332 58,190 27,141 85,332 741,730
Stikeman 256,342 151,609 407,952 7,613 1,514 9,127 34,265 19,880 54,145 471,224
Mayer Brown (1) 214,210 214,210 61 61 14,502 14,502 228,774
Honghui (1) 80,011 80,011 24,673 24,673 2,400 2,400 107,085
Total 990,107 353,133 1,343,240 41,265 7,929 49,193 92,455 47,021 139,476 1,548,812

*Additions may not sum to total due to rounding.
(1) U.S. dollar payments were converted based on the exchange rate of CAD$1.30 = US$1.00

Fees Disbursements Tax
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49. The fees and disbursements of the Receiver for the period of August 2, 2014 to April

28, 2017 total $741,729.82, including fees in the amount of $641,066.50, disbursements

in the amount of $15,331.57, and HST in the amount of $85,331.75, as more particularly

described in the Affidavit of Brent Beekenkamp sworn June 30, 2017 (the

�Beekenkamp Affidavit�), a copy of which is attached hereto as Appendix �S�.

50. The fees and disbursements of Stikeman from August 1, 2014 to May 5, 2017 total

$471,223.57, including fees in the amount of $407,951.80, disbursements in the amount

of $9,127.12, and HST in the amount of $54,144.65, as more particularly described in

the Affidavit of Brian Pukier sworn July 6, 2017 (the �Pukier Affidavit�), a copy of

which is attached hereto as Appendix �T�.

51. The fees and disbursements of Mayer Brown from November 10, 2014 to August 27,

2015 total RMB 1,078,387.55 ($228,773.52), including fees in the amount of RMB

1,009,740.00 (approximately $214,210.35), disbursements in the amount of 288.80

(approximately $61.27), and Value Added Tax (�VAT�) in the amount of RMB

68,358.75 (approximately $14,501.90), as more particularly described in the Affidavit

of Robert Terence Kwong Shien Tung sworn June 29, 2017 (the �Tung Affidavit�), a

copy of which is attached hereto as Appendix �U�.

52. The fees and disbursements of Honghui from May 4, 2015 to May 31, 2017 total RMB

526,254.21 (approximately $107,085), including fees in the amount of RMB 393,203.87

(approximately $80,011.04), disbursements in the amount of RMB 121,254.21

(approximately $24,673.40) and VAT in the amount of RMB 11,796.13 (approximately

$2,400.33), as more particularly described in the Affidavit of Mr. Guan sworn June 23,

2017 (the �Guan Affidavit�, and together with the Beekenkamp Affidavit, Pukier

Affidavit and Guan Affidavit, the �Fee Affidavits�), a copy of which is attached hereto

as Appendix �V�.

53. The Receiver respectfully submits that the fees and disbursements incurred by the

Receiver, Mayer Brown, Honghui and Stikeman, as set out in the Fee Affidavits, are

reasonable in the circumstances and have been validly incurred in accordance with

the provisions of the Orders issued in these receivership proceedings. Accordingly,
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the Receiver respectfully requests the approval of the fees and disbursements of the

Receiver, Stikeman, Mayer Brown and Honghui, as set out in the Fee Affidavits.

54. The activities undertaken and services provided by the Receiver in connection with

these receivership proceedings:

described in the Supplement to the First Report; and

since the filing of the Third Report and described in the Fourth Report and in

this Fifth Report

were prudent, reasonable and not arbitrary. Accordingly, the Receiver is requesting

approval of (a) the Supplement to the First Report and the activities of the Receiver

described herein (b) the Fourth Report and the activities of the Receiver described

therein and (c) this Fifth Report and the activities of the Receiver described herein.

All of which is respectfully submitted this 11th day of July, 2017.

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

Per:

Murray A. McDonald
President

Per:

Brent Beekenkamp
Senior Vice President
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ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.O. 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

1. 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:

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

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
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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.

6. 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.

7. 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:

Murray A. McDonald
President
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