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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 provides for vesting in HLJ Pengcheng (as defined below) all
the shares of Hanfeng Slow-Release Fertilizer Co., Ltd., the Company’s fully owned
subsidiary in China (the “Chinese Subsidiary”) 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 issued by this Court on August 20, 2014 (the “Appointment
Order”), Ernst & Young Inc. 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 (Ontario). A copy of
the Appointment Order is attached hereto as Appendix “B”.



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

take any necessary steps required to complete the Share Transfer Transaction;

b. take possession of and exercise control of the Properties and any and all
proceeds, receipts, and disbursements arising out of, or from, the Properties;

c. engage counsel and advisors from time to time to assist with the excise of the
Receiver’s powers and duties; and

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

determination and resolution of claims against the Company.

5.  On September 23, 2014, this Court issued an Order (the “Claims Procedure
Order”) approving a claims process (the “Claims Process”). A copy of the Claims

Procedure Order is attached hereto as Appendix “C”.
PURPOSE

6. The purpose of this second report of the Receiver (the “Second Report”) is to

report to this Court with respect to the following:

(a) the status of the Share Transfer Transaction;

(b) new information in respect of the purchaser in the Share Transfer Transaction;
(c) a summary of the Receiver’s other activities;

(d) a summary of receipts and disbursements; and

(e) the Receiver’s motion for Orders:

i. clarifying and expanding the Receiver’s power and authority to
exercise the shareholder rights that the Company has, including but not
limited to, change the legal representative and directors of the Chinese
Subsidiary;

ii. authorizing and empowering the Receiver to renegotiate and, if
necessary, terminate the Share Transfer Agreement as the Receiver in

its discretion deems appropriate in the circumstances;



iii.

vi.

authorizing the Receiver to take any necessary actions and steps to
safeguard the assets, complete its ongoing investigation and to
consider alternatives to realize on the assets of the Chinese Subsidiary
(the “Heilongjiang Assets”), in whole or in part, for the benefit of the
Company'’s creditors and shareholders, if the Receiver in its discretion
sees no reasonable prospect in closing the Share Transfer Transaction;
authorizing the Receiver to take any necessary actions and steps to
effect control over the Chinese Subsidiary;

authorizing the Receiver to engage Mr. Hong Rong-Kai 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 and Mr. Hong’s associate as a director of the Chinese
subsidiary;

requiring Mr. Yu Xinduo, the current legal representative of the
Chinese Subsidiary, to provide full and timely cooperation to the
Receiver in carrying out the actions described above including but not
limited to the following:

(a) obtaining the Receiver’s written approval prior to executing
any document or entering into any agreement in his capacity
as the legal representative of the Chinese Subsidiary;

(b) attending at Harbin Administration of Industry and Commerce
(“HAIC”) in order to facilitate the change of legal
representative of the Chinese Subsidiary;

(c) surrendering all chop sets, including the company chop and
finance chops (which are described in greater detail below)
relating to the Chinese Subsidiary and any of its subsidiaries

as described below to the New Legal Representative;



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

(e) 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

(f) providing unfettered access for the New Legal Representative
to the Chinese Subsidiary’s offices and facilities; and

vii. approving the First Report (as defined below) and the Second Report
and the conduct and activities of the Receiver as described in each of

the reports.
7.  This Second Report is organized as follows:

(a) Terms of Reference;

(b) General Background,

(c) Share Transfer Transaction Update;

(d) New Information Concerning the purchaser;
(e) Current Status of the Chinese Subsidiary;

(f) Control Over the Chinese Subsidiary;

(g) Summary of the Receiver’s Other Activities;
(h) Summary of Receipts and Disbursements; and

(1) Recommendations.

TERMS OF REFERENCE

8.  In preparing this Second 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 books and records of the Company and the

Chinese Subsidiary, discussions with employees of the Company and the Chinese



10.

Subsidiary and information from other third-party sources (collectively, the

“Information”). Except as described in this Second 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 Second Report in its capacity as a court-
appointed officer solely for the use of this Court and the stakeholders in

these proceedings.

The Receiver has previously filed with this Court its first report dated September
12, 2014 and supplement to the first report dated September 22, 2014 (together
referred to as the “First Report”), a copy of which is attached hereto as Appendix
“D”. The Receiver will make a copy of the Second Report available on the
Receiver’s website at www.ey.com/ca/hanfeng. A copy of the First Report has also

been posted on the Receiver’s website.

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

otherwise stated.

GENERAL BACKGROUND

Hanfeng and its Chinese Subsidiary

11.

12

Hanfeng, 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.

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




13.

14.

13

Company’s principal remaining un-monetized asset was all the issued and
outstanding shares of the Chinese Subsidiary (the “Shares”). The Chinese
Subsidiary is a Wholly Foreign-Owned Enterprise (“WFOE”) that was established

and is registered in China.

In accordance with its articles of association, the board of the Chinese Subsidiary is
required to have three directors. The board composition currently consists of the

following:

e Mr. Yu Xinduo, founder and former CEO of the Company, who owns and
controls approximately 20.4% of the Company’s Shares;
¢ Qi Zhida, General Manager of the Chinese Subsidiarity; and

® avacancy due to the third director having passed away.

Mr. Yu is also currently the legal representative of the Chinese Subsidiary, a
position that is responsible for the overall activities of the Chinese Subsidiary. 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
controls the Chinese Subsidiary’s business license, chop sets (which are company
seals required for executing documents and government registrations) and bank

accounts.

Pursuant to a guarantee agreement by Mr. Yu in favour of the purchaser dated
August 8, 2014 (the “Yu Guarantee”), Mr. Yu has agreed to: a) remain with the
Chinese Subsidiary for a transition period of 12 months; ii) act as the legal
representative of the Chinese Subsidiary; and iii) take all commercially reasonable
efforts during the transition period to safeguard the interests of the Chinese
Subsidiary and to protect it from certain risks. Copies of the Share Transfer

Agreement and the Yu Guarantee are attached hereto as Appendix “E”.



16. The Receiver also engaged Mr. Yu to, among other things, facilitate communication
with the purchaser primarily due to his involvement in dealing with the purchaser

prior to the Receivership proceedings.

Share Transfer Transaction

17. The Share Transfer Agreement provides that the total purchase price for all of the
Shares is RMB 248 million (approximately $49.6 million), of which cash
consideration is RMB 198.4 million. Set out in the table below is a summary of the

timing and amount of the payments and consideration provided for in the agreement.

Amount

| Description (RMB) Time

5% of the total purchase price (the 5% Within 7 business days of the date of the Share
Deposit™) 12,400,000 Transfer Agreement

15% of the total purchase price (the Within 10 business days of the Court approval of
“15% Interim Payment™) 37.200,000{the Share Transfer Transaction

60% of the total purchase price (the Within 10 days upon closing of the Share
“Final Payment”) 148.800,000| Transfer Transaction

Total Cash Consideration 198,400,000

20% of the total purchase price in

promissory note (“the Promissory Note™)}

to be assigned to Mr. Yu Xinduo on

account of approximately 20.4% of the

Company's shares owned or controlled by Within 10 days upon closing of the Share

Mr. Yu 49,600,000 |Transfer Transaction

Total Purchase Price 248,000,000

China s Regulatory Approvals

18. The regulatory framework in China governing a share transfer transaction in
connection with a WFOE is complex. Further, the Receiver understands there is
uncertainty in how laws and regulations in China may be applied in a particular
instance, which leads to a lack of certainty in the documentation requirements and

review criteria of the local authorities.

19. It is the Receiver’s understanding the Share Transfer Transaction is subject to

multiple regulatory approvals in China, which include the two following milestones:



20.

21.

(a) approval by Harbin Economic Cooperation Promotion Bureau
(“HECPB”) (the “HECPB Approval”); and

(b)  updating of the business license of the Chinese Subsidiary by HAIC upon
registration of the purchaser as the shareholder of the Chinese Subsidiary
(the “Business License Registration”). Under Chinese law, the
registration of a new business license marks the completion of transfer of
ownership and in this case also represents the closing of the Share

Transfer Transaction (the “Closing”).

The Receiver further understands HECPB Approval is a prerequisite of the review
by China’s other regulatory bodies, which are generally expected to follow the
decision of HECPB. While it is difficult to estimate the time required to clear all
necessary regulatory approvals; after the HECPB Approval is issued, it is possible
to complete the other regulatory approvals in a relatively short order (as quick as

approximately 2 to 3 weeks), assuming all required documentation is in order.

Further, remittance of the purchase price proceeds from China to Canada is subject
to regulatory clearance by China’s State Administration of Foreign Exchange
(“SAFE”).

SHARE TRANSFER TRANSACTION UPDATE

Delayed and Failed Wire Transfers

22,

23.

As discussed in the First Report, the Receiver received the 5% Deposit in the
amount of RMB 12.4 million (approximately $2.2 million) on August 28, 2014,
which was 9 days after the due date pursuant to the Share Transfer Agreement.

As further discussed in the First Report, the Receiver was advised by the purchaser
that the remittance of the 15% Interim Payment was delayed as the bank handling

the remittance (i.e., the Bank of East Asia or “BEA”) made a request to review an



24,

25

26.

27,

authenticated copy of the Approval Order, which was couriered by the Receiver in
the week of September 15, 2014.

In the interim, the Receiver continued to follow up with the purchaser and Mr. Yu
on the status of wire transfer, and confirmed with the purchaser and BEA certain
information regarding the Canadian depository bank account. However, on
November 6, 2014, the purchaser advised that its remittance request for the 15%
Interim Payment had been rejected by BEA, as it had been determined that a
different category of SAFE clearance should apply to this type of wire transfer (i.e.,
a capital account foreign exchange transaction). The necessary SAFE clearance (the
“Foreign Exchange Registration”) requires the purchaser to present, inter alia, the

following:
e The HECPB Approval; and

e Tax clearance in respect of the Share Transfer Transaction from the local tax

authorities (the “Tax Clearance”).

In October, 2014, the Receiver engaged the Beijing office of MayerBrown JSM
(“MayerBrown”) as counsel in China to assist the Receiver to better understand
China’s regulatory environment and evaluate options. The Receiver, with the
assistance of MayerBrown, took steps to review and discuss the payment issues with
the purchaser, Mr. Yu and BEA.

Subsequent to its failure to remit the 15% Interim Payment, the purchaser requested
the Receiver to provide certain additional authenticated documentation (the
“Additional Documentation”) in order to proceed with the HECPB Approval

process (prior to making any interim payment).

The purchaser’s suggested course of action would result in the Receiver releasing

documents to the purchaser, which documents the purchaser may then use to



28.

complete the ownership transfer without having paid 95% of the Cash Purchase

Price.

In light of the required wire transfer approvals and payment remittance issues
encountered to date, as well as the potential short time frame between the HECPB
Approval and Closing, the Receiver was concerned with the heightened collection
risk associated with the approach suggested by the purchaser, whereby the 15%
Interim Payment may not be remitted by the purchaser and received by the Receiver
until after Closing. After consultation with MayerBrown and Stikeman Elliott LLP
(“Stikeman”), the Receiver’s Canadian counsel (collectively, “Counsel”), the
Receiver’s view was that it is imperative for the 15% Interim Payment to be made
prior to proceeding with the HECPB Approval process. Accordingly, the Receiver

has not yet provided the purchaser with the Additional Documentation.

Escrow Account in China

29.

30.

2

The Receiver, with assistance of the Counsel, engaged in extensive discussions with
the purchaser and Mr. Yu with a view to finding a practical and acceptable solution
within the framework contemplated in the Share Transfer Agreement, while

complying with China’s regulatory requirements.

Starting in or around the week of November 24, 2014, the focus of the discussions
with the purchaser and Mr. Yu began to move toward using an escrow account in
China to receive the remaining purchase price and to proceed with the Share

Transfer Transaction.

In December 2014, the purchaser advised it was prepared to use the Harbin branch
of China Minsheng Bank (“Minsheng Bank”) as the escrow agent. The Receiver,
with assistance of MayerBrown and Stikeman, then engaged in extensive
negotiations with the purchaser and Mingsheng Bank in order to reach escrow

arrangements acceptable to all the parties.

10



32. On February 11, 2015, the Receiver authorized Mr.Yu, on behalf of the Receiver, to
enter into an escrow agreement (the “Escrow Agreement”) with the purchaser and

Minsheng Bank on the following terms:

(a) the purchaser shall deposit the 15% Interim Payment into an escrow
account under the purchaser’s name with the Minsheng Bank (the
“Escrow Account”) within 5 business days of the date of the Escrow

Agreement;

(b) the 15% Interim Payment to be released to Canada within 1 business day

after completing the Tax Clearance;

(c)  within 10 business days after the Business License Registration, the Final
Payment is to be deposited into the Escrow Account and then released to

Canada; and

(d)  prior to the deposit of the Final Payment, the Chinese Subsidiary’s
representative shall have custody of original documents including the

HECPB Approval and the business license of the Chinese Subsidiary.

33. The Receiver understands the Escrow Account was opened with the Minsheng Bank
on or about February 13, 2015, and the deposit of the 15% Interim Payment became

due on or about February 16, 2015 pursuant to the Escrow Agreement.

Further Impasse and the Purchaser’s Failure to Meet Its Commitments

34. The purchaser has failed to fund the escrow account in accordance with the Escrow
Agreement. The Receiver was initially informed by the purchaser that the delay in
funding the escrow was caused by its office closure during the Chinese New Year
holiday season between February 14 and March 6, 2015. However, on a conference
call on March 11, 2015, the purchaser advised it was unable to make the 15%
Interim Payment on time due to its tight liquidity related to the seasonality of its

business and requested an extension to fund the Escrow Account.

11



35.

36.

3

After numerous discussions, on March 23, 2015 the purchaser committed to a new
timeframe to fund the 15% Interim Payment in 3 installments by April 30, 2015,
(the “March Commitment”), which commitment the purchaser again failed to
meet. The table below summarizes payments received by the Receiver and in the

Escrow Account to date.

/[ Due Date Per | "Due Date Per ||

Description RMB Share Transfer | Esrow
| Agreement | Agreement

NA | Received by Receiver]

Initial Deposit (5%) 12,400,000 19-Aug-14 N/A 28-Aug-14
5,000,000 03-5ep-15 16-Feb-15 03-Apr-15| 03-Apr-15/Depoisited into the
Partial payments on the 15% 2,000,000 03-Sep-15 16-Feb-15 17-Apr-15| 17-Apr-15/Escrow Account at
Interim Payment 3,000,000 03-Sep-15 16-Feb-15 17-Apr-15| 21-Apr-15/Minsheng Bank
27,200,000 03-5ep-15 16-Feb-15 30-Apr-15|0utstanding
Balance of Cash Purchase Price| 148,800,000 10 business days days after Closing Outstanding
Total Cash Purchase Price 198,400,000

At the time of preparing this Second Report, the purchaser has yet to fund the
majority of the 15% Interim Payment (i.e., 27.2 million RMB or the “Remaining
15% Interim Payment”) pursuant to its March Commitment. Despite numerous
clarifications made and additional documents provided by the Receiver, the
purchaser has indicated it has concerns regarding reviewing/handling certain

documents required for the HECPB Approval.

Further, as a condition to funding the Remaining Interim Payment, the purchaser
requested to review certain documents, including an executed board resolution of
the Chinese Subsidiary approving the Share Transfer Transaction (the “Sub Board
Resolution™). The Sub Board Resolution requires unanimous approval and original
signatures of all three directors of the board. Due to the vacancy in the board of the
Chinese Subsidiary, the Receiver is in the process of filling the vacancy in order for
the Board of the Chinese Subsidiary to be able to execute any required board

resolutions.

12



Receiver's Continued Efforts to Close the Share Transfer Transaction

38. In the past several months, the Receiver, with assistance of its Counsel, has made

continued efforts to move forward the Share Transfer Transaction, including:

(a)

)

(c)

(d

engaging in extensive discussions with the purchaser and Mr. Yu by phone

and email in order to break through the impasse;

meeting with Mr. Yu in person in Toronto on December 22, 2014 and
May 4, 2015;

the Receiver requesting an in-person meeting with the purchaser (the
purchaser requested to meet in Toronto, but subsequently advised that its
representatives’ visa applications were rejected by the Canadian Embassy
in Beijing); and

sending a letter dated May 22 on to the purchaser (the “May 22 Letter”
demanding the purchaser to fulfill its obligations pursuant to the Share
Transfer Agreement and the Escrow Agreement. A copy of the May 22
Letter is attached hereto as Appendix “F”.

39. In view of the purchaser’s repeated and continuing failure to fulfill its obligations

and commitments and the Receiver’s findings in regards to the purchaser’s identity

(as described below), the Receiver sees substantially increased collection risk in

closing the Share Transfer Transaction. Accordingly, the Receiver, with assistance

of the Counsel and other advisors, has taken various steps to assess the current

situation, ascertain the purchaser’s intent and ability to make the required payments,

and evaluate possible realization alternatives.

NEW INFORMATION CONCERNING THE PURCHASER

40. The purchaser referred to in the Approval Order is Heilongjiang Pengcheng

Fertilizer Co., Ltd. (“HLJ Pengcheng”). However, the Receiver has noted the

purchaser in the Share Transfer Agreement is referenced by a similar but different

13



41.

company name. While continuing its efforts to close the Share Transfer Transaction,
the Receiver, with assistance of MayerBrown and other advisors, has taken steps to
investigate and obtain information in respect of the purchaser in the Share Transfer

Agreement.

While the investigations are still ongoing at the time of preparing this Second

report, the Receiver has learned the following:

(a) the Chinese Subsidiary received a letter of intent dated June 16, 2014 from an
entity that identified itself as HL.J Pengcheng. Prior to entering into the Share
Transfer Agreement, the Company conducted due diligence, including
obtaining an independent report from Deloitte LLP, in respect of HLJ
Pengcheng.

(b) the entity that executed the Share Transfer Agreement is a different company

called Harbin Pengcheng Fertilizer Co. Ltd. (emphasis added) (“New

Pengcheng”);

(c) the Receiver, since its appointment, has been dealing with representatives of

New Pengcheng and Mr. Yu;

(d) unlike HLJ Pengcheng, which is a well-established company, New Pengcheng
appears to be a shell company with no operations that was only registered on
August 4, 2014 (4 days before the signing of the Share Transfer Agreement)

and has very limited publicly available information;

(e) the Receiver has been unable to establish any connection between New
Pengcheng and HLJ Pengcheng. The Receiver has conducted independent
investigation including contacting senior management of HLJ Pengcheng who
informed the Receiver that HLJ Pengcheng has not entered into a transaction

to acquire the Chinese Subsidiary.

14



42,

43.

4.

45.

These findings and New Pencheng’s ongoing failure to meet its obligations, in
particular with respect of the required payments owing by New Pengcheng under
the Share Transfer Transaction, have caused considerable delay and expense,
leading the Receiver to question the genuineness of New Pengcheng and its

intention.

Further, the Receiver has taken steps to investigate potential connections between
Mr. Yu and the purchaser, since it was Mr. Yu who reported to the board of the
Company of the purchaser’s interest as described in paragraph 61 of the affidavit of
Jonathan Pollack, former Lead Director of the Company, sworn August 13, 2014
(the “Pollack Affidavit”) filed in connection with the Company’s motion for the
Approval Order and the Appointment Order. A copy of the Pollack Affidavit is
attached hereto as Appendix “G”. In accordance with the Receiver’s
understanding, Mr. Yu played a central role in entering into the Share Transfer

Agreement with the purchaser.

On July 10, 2015, the Receiver had an in person meeting with Mr. Yu (the “July
10th meeting”) to, among other things (as discussed further herein), clarify his
knowledge on and relationship with the purchaser. Mr. Yu maintains his position
that New Pengcheng is an affiliate of HLJ Pengcheng. When asked to explain why
the Receiver has not been able to establish any connections between the two
entities, Mr. Yu commented that to his knowledge only certain HLJ Pengcheng
executives are aware of the transaction and, for reasons undisclosed, may not want
to acknowledge their involvement in the Share Transfer Transaction. Further, Mr.
Yu stated he has no personal connection with New Pengcheng and that he is not
aware of any relationship between New Pengcheng, including its representatives,

and the Chinese Subsidiary.

The Receiver requests the Court to authorize the Receiver to take the steps
necessary to complete its ongoing investigation and to consider alternatives to

realize on the Heilongjiang Assets. The priority of the Receiver’s investigation is to

15



46.

determine the parties controlling the purchaser, and ascertain the purchaser’s true
ability and intent to close the Share Transfer Transaction by seeking direct and

indirect information.

Based on information from the on-going investigation, the Receiver may consider
taking cause of action against the purchaser and/or any other parties who are liable
for damages and losses incurred by the Company in connection with the Share

Transfer Transaction if it fails to close in accordance with its terms.

CURRENT STATUS OF THE CHINESE SUBSIDIARY

47.

48.

49.

As described in the Background section, the Chinese Subsidiary is managed by the
Local Management Team under Mr. Yu’s supervision and employs approximately

180 employees.

Mr. Yu has, on several occasions, advised the Receiver that the Chinese
Subsidiary’s operations have been dormant since around April 2014. However,
over a nine month period from September 2014 to May 2015, the Chinese
Subsidiary’s cash burn has been more than what would be expected for a non-
producing manufacturing facility. Notwithstanding numerous follow-ups, the
Receiver has found the financial and operational information provided by the Local
Management Team and Mr. Yu to be inadequate and inconsistent with
representations made by the Local Management Team and Mr. Yu of the status of

the Chinese Subsidiary.

To date, the Receiver has received very limited cooperation from the Local
Management Team, making it difficult and, in practical terms, impossible to gain
full or adequate access to financial or operational information of the Chinese
Subsidiary to assess the status of the Chinese Subsidiary’s activities in a timely

manner.

16




50.

51.

52:

In June 2015 as part of its on-going investigation, the Receiver learned that three
lawsuits have recently been registered by another Chinese bank with Harbin
Intermediate People’s Court (the “Harbin Court”) in May and June 2015 naming
the Chinese Subsidiary, Mr.Yu and Heilongjiang Great Northern Wilderness
Hanfeng Agricultural Development Co Ltd (the Receiver understands this third
defendant to be an affiliate of Beidahuang Agricultural Company Limited, the
largest former customer of the Chinese Subsidiary) (“Beidahuang”), as the
defendants. One lawsuit appears to be related to a contract dispute, and other two
related to loan agreement disputes. At the July 10" Meeting, Mr. Yu denied any
knowledge of these lawsuits and dismissed them as “Beidahuang’s issues” without
providing further details. Mr. Yu has also confirmed again that the Chinese
Subsidiary is not subject to any guarantee claims or collateral claims. At the time of
preparing this Second Report, the Receiver is still following up with the Local
Management Team and the Harbin Court in order to gather more information

regarding the nature and status of the lawsuits.

The Receiver is of the view that Mr. Yu has not been fulfilling his duties of
facilitating the completion of the Share Transfer Transaction with the purchaser or
his duties as the legal representative of the Chinese Subsidiary, including the

safeguarding of its cash and other assets.

Paragraph 3(r) of the Appointment Order authorizes the Receiver to exercise any
shareholder, partnership, joint venture or other rights which the Company may have.
On May 22, 2015, the Receiver informed Mr. Yu in writing that a process has been
initiated to remove him as the legal representative and a director of the Chinese

Subsidiary.

17



CONTROL OVER THE CHINESE SUBSIDIARY

53. The Receiver considers it imperative to effect control over the Chinese Subsidiary
through reorganizing its board and changing its legal representative for the

following reasons:

(a) the ongoing delays and increased risk in closing the Share Transfer

Transaction;

(b) the Receiver’s ongoing investigation regarding New Pengcheng as the
purchaser and any potential association between the purchaser and Mr. Yu;

and

(c) concerns about the potential deterioration of the Heilongjiang assets and lack
adequate collaborating support regarding the status of the Chinese Subsidiary

from Mr. Yu and the Local Management Team.

54. After consultation with certain stakeholders, the Receiver has engaged Mr. Hong
Rong-Kai in July 2015 to assist with the evaluation of the current situation. Mr.
Hong is a Canadian Citizen who received his PhD degree from the University of
Toronto. The Receiver understands that Mr. Hong has extensive experience in
restructuring, general management and operation management from his previous
employment with several multinational companies. The Receiver is advised that
Mr. Hong founded four companies (one in China, two in Taiwan and one in
Toronto) and has provided freelance advisory services to a wide variety of clients.
Mr. Hong is familiar with the transactional environment in China. A copy of Mr.
Hong’s curriculum vitae is attached hereto as Appendix “H”. With the Court’s
approval, the Receiver is prepared to engage Mr. Hong and his company to provide
interim management services in connection with the Chinese Subsidiary based on
daily rates of US$1,700 and US$1,000 for Mr. Hong and for an associate,

18



55,

56.

il

58.

59.

respectively, payable on a monthly basis. A copy of the draft engagement letter is

attached hereto as Appendix “I”.
Mr. Hong’s engagement includes the appointments of

e Mr. Hong as the legal representative and a director of the Chinese Subsidiary

to replace Mr. Yu; and
e an associate of Mr. Hong as a director to replace Mr. Qi.

The initial priority of Mr. Hong’s engagement is to take control of the Chinese
Subsidiary and, at the same time, evaluate alternatives to realize on the Heilongjiang

Assets and assist the Receiver in its investigation.

In June 2015, the Receiver also undertook to appoint Mr. Guan Liu, a lawyer based
in Harbin, China as a director of the Chinese Subsidiary to replace the deceased
director. In the process of registering Mr. Guan’s status, it has become clear that
local authorities are being very stringent in registering any change of directors in
respect of the Chinese Subsidiary due to disputes incurred during Hanfeng’s

previous proxy battle in 2013/2014 described in the Pollock Affidavit.

In the week of June 29, 2015, HAIC (the agency responsible for director
registrations) indicated that it is not satisfied with the sufficiency of the
Appointment Order with respect to the Receiver’s power and authority to appoint or
remove the Chinese Subsidiary’s legal representative. The Receiver understands
that HAIC has asked for a Court Order that clearly sets out such authorities and

powers of the Receiver.

At the July 10™ Meeting, the Receiver requested again Mr. Yu’s full cooperation in
registering Mr. Hong as the new legal representative and director and transferring to
the new legal representative all chop sets, seals and licenses of the Chinese

Subsidiary. Mr. Yu has indicated he willingness to cooperate but only on the

19



60.

61.

condition that the all funds paid by the purchaser, including the non-refundable 5%
Initial Deposit and the funds currently in the Escrow, be returned to the purchaser.
Mr. Yu indicated the condition was necessary due to personal liability under the Yu

Guarantee and potential collection efforts against himself in China.

In view of the urgency of completing the board reorganization and change in legal
representative in order to preserve the Heilongjiang Assets, the Receiver requests
this Court to make an Order reaffirming the authority and power of the Receiver to
take any necessary steps to effect the board reorganization, including the
appointment of Mr. Hong and Mr. Guan and the authority and power of the

Receiver to change the legal representative.

Further, the Receiver respectfully requests the Court to require Mr. Yu to provide
his full cooperation in the board reorganization and change of legal representative
processes, including but not limited to, executing the necessary documents and
surrendering the chop sets, seals and licenses of the Chinese Subsidiary. In
accordance with the Receiver’s understanding, the local authorities’ review process
could be substantially prolonged if Mr. Yu refuses to execute certain documents

required for registering the new legal representative and directors.

SUMMARY OF RECIEVER’S OTHER ACTIVITIES

62.

In addition to the activities described above and in the First Report, the Receiver has

taken various steps pursuant to the Appointment Order as detailed below:
(a) took possession of the Company’s Canadian bank accounts;
(b) took possession of the Company’s available books and records;

(c) vacated the Company’s office located at 2 St. Clair Avenue. West, Suite 610,

Toronto;

20



(d) prepared and filed tax returns (including certain statutory information forms)
for the Company and Hanfeng Slow-Release Fertilizer (Canada) Co. Ltd., an
affiliate of the Company in relation to i) the fiscal year ended June 30, 2014;
and ii) the stub period from July 1, 2014 to August 19, 2014;

(e) responded to inquiries from stakeholders;

(f) consulted certain stakeholders as appropriate with respect to the Share

Transfer Transaction;

(g) took various steps in initiating and administering the Claims Process pursuant

to the Claims Procedure Order, including:

e placing newspaper ads in the Globe and Mail (national edition),
National Post (national edition), and a local newspaper in China in

respect of the Claims Process;

e mailing a claims package to all known creditors and to people who

requested it; and
e administering the Claims Process as described further herein.

63. The Receiver received 77 claims for a total claim amount of $16.2 million prior to
the Claims Bar Date (i.e., 5:00 p.m. Eastern Time on November 10, 2014) (the
“Claims”) and two claims for a total claim amount of $17 thousand after the Claims
Bar Date (the “Late Claims”). The 77 Claims comprised of: i) 60 Claims related to
shareholder rights with a total face value of $11.9 million (the “Equity Claims”)
and ii) 17 non-equity Claims with a total claim value of $4.3 million (the “Non-

Equity Claims”).

64. The Receiver has sent letters to the claimants of the Equity Claims to confirm the
receipt of those Equity Claims. The Receiver, in consultation with Stikeman, is

continuing to take steps to review, accept, resolve or disallow the Non-Equity
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Claims as appropriate. The Receiver will report to this Court in a separate report

with respect to the Claims Process.

SUMMARY OF RECEIPTS AND DISBURSEMENTS

65. Attached hereto as Appendix “J” is the Receiver’s statement of receipts and

disbursements for the period August 20, 2014 to June 30, 2015, which reflects the

ending balances of approximately $2.3 million and USD 52 thousand as of June 30,

2015.

RECOMMENDATIONS

66. Based on the foregoing, the Receiver respectfully recommends this Court make an

Order granting the following relief:

ii.

iii.

clarifying and expanding the Receiver’s power and authority to
exercise the shareholder rights that the Company has, including but not
limited to, to change the legal representative and directors of the
Chinese Subsidiary;

authorizing and empowering the Receiver to renegotiate and, if
necessary, terminate the Share Transfer Agreement as the Receiver in
its discretion deems appropriate in the circumstances;

authorizing the Receiver to take any necessary actions and steps to
safeguard the assets, complete its ongoing investigation and to
consider alternatives to realize on the assets of the Chinese Subsidiary,
in whole or in part, for the benefit of the Company’s creditors and
shareholders, if the Receiver in its discretion sees no reasonable

prospect in closing the Share Transfer Transaction;

iv. authorizing the Receiver to take any necessary actions and steps to

effect control over the Chinese Subsidiary;
approving the Receiver to engage Mr. Rong-Kai Hong and his

company, Formosa Supply Services Co., Ltd (FSS), to provide interim
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Vi.

management services in connection with the Chinese Subsidiary,
including appointment of Mr. Hong as the New Legal Representative
and a director of the Chinese Subsidiary and Mr. Hong’s associate as a
director of the Chinese subsidiary;

requiring Mr.Yu Xinduo, the current legal representative, to provide
full and timely cooperation to the Receiver in carrying out the actions
described above including but not limited to the following:

(a) obtaining the Receiver’s written approval prior to executing
any documents or entering into any agreement in his capacity
as the legal representative of the Chinese Subsidiary;

(b) attending at HAIC in order to facilitate the change of legal
representative of the Chinese Subsidiary;

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

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

(e) 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

(f) providing unfettered access for the New Legal Representative

to the Chinese Subsidiary’s offices and facilities; and
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e approving the First Report and Second Report and the conduct and

activities of the Receiver as described in each of the reports.

All of which is respectfully submitted this 17th day of July 2015.

ERNST & YOUNG INC.

In its capacity as Receiver of

Hanfeng and not in its personal or corporate capacity
Per:

aay e

Murray A. McDonald
President
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Court File No. CV-14-10667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MADAM ) WEDNESDAY, THE 20™

JUSTICE MATHESON DAY OF AUGUST, 2014

IN THE MATTER OF AN APPLICATION UNDER
SECTION 101 OF THE COURTS OF JUSTICE ACT,
R.5.0. c. C.43 (as amended)

AND IN THE MATTER OF HANFENG EVERGREEN INC.

APPROVAL AND VESTING ORDER

THIS APPLICATION, made by Hanfeng Evergreen Inc. (the "Applicant") for an order
approving the sale transaction (the "Transaction") contemplated by a share transfer agreement
(the "Share Transfer Agreement") between the Applicant and Heilongjiang Pengcheng
Fertilizer Co., Ltd. (the "Purchaser") dated August 8, 2014 and appended to the Affidavit of
Jonathan Pollack dated August 13, 2014 (the "Pollack Affidavit"), and vesting in the Purchaser
the Applicant’s right, title and interest in and to the shares described in the Share Transfer
Agreement (the "Purchased Shares"), was heard this day at 330 University Avenue, Toronto,
Ontario.

ON READING the Pollack Affidavit and on hearing the submissions of counsel for the
Applicant and for Harris Christopoulos, no one appearing for any other person on the service
list, although properly served as appears from the affidavits of service sworn August 14, 2014
and the affidavit of Sheila van Spronsen dated August 20, 2014, filed:
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L THIS COURT ORDERS AND DECLARES that the Transaction is hereby approved, and
the execution of the Share Transfer Agreement by the Applicant is hereby authorized and
approved nunc pro tunc. Ernst & Young Inc., in its capacity as the Court-appointed receiver and
manager (the “Receiver”) of the undertaking, property and assets of the Applicant, is hereby
authorized and directed to take such additional steps and execute such additional documents as
may be necessary or desirable for the completion of the Transaction and for the conveyance of
the Purchased Shares to the Purchaser.

2 THIS COURT ORDERS AND DECLARES that upon the delivery of a Receiver's
certificate to the Purchaser substantially in the form attached as Schedule “A” hereto (the
"Receiver's Certificate"), all of the Applicant's right, title and interest in and to the Purchased
Shares described in the Share Transfer Agreement shall vest absolutely in the Purchaser, free
and clear of and from any and all security interests (whether contractual, statutory, or
otherwise), hypothecs, mortgages, trusts or deemed trusts (whether contractual, statutory, or
otherwise), liens, executions, levies, charges, or other financial or monetary claims, whether or
not they have attached or been perfected, registered or filed and whether secured, unsecured or
otherwise (collectively, the "Claims") including, without limiting the generality of the foregoing:
(i) any encumbrances or charges created by the Order dated August 15, 2014; and (ii) all
charges, security interests or claims evidenced by registrations pursuant to the Personal Property
Security Act (Ontario) or any other personal property registry system (all of which are
collectively referred to as the "Encumbrances") and, for greater certainty, this Court orders that
all of the Encumbrances affecting or relating to the Purchased Shares are hereby expunged and
discharged as against the Purchased Shares.

3. THIS COURT ORDERS that for the purposes of determining the nature and priority of
Claims, the net proceeds from the sale of the Purchased Shares shall stand in the place and stead
of the Purchased Shares, and that from and after the delivery of the Receiver's Certificate all
Claims and Encumbrances shall attach to the net proceeds from the sale of the Purchased Shares
with the same priority as they had with respect to the Purchased Shares immediately prior to
the sale, as if the Purchased Shares had not been sold and remained in the possession or control

of the person having that possession or control immediately prior to the sale.

4, THIS COURT ORDERS AND DIRECTS the Receiver to file with the Court a copy of the
Receiver's Certificate, forthwith after delivery thereof.
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e
5 THIS COURT ORDERS that, notwithstanding:

(a) the pendency of these proceedings;

(b) any applications for a bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) in respect of the Applicant and any

bankruptcy order issued pursuant to any such applications; and
(c)  any assignment in bankruptcy made in respect of the Applicant;

the vesting of the Purchased Shares in the Purchaser pursuant to this Order shall be binding on
any trustee in bankruptcy that may be appointed in respect of the Applicant and shall not be
void or voidable by creditors of the Applicant, nor shall it constitute nor be deemed to be a
fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue, or other
reviewable transaction under the Bankruptcy and Insolvency Act (Canada) or any other applicable
federal or provincial legislation, nor shall it constitute oppressive or unfairly prejudicial conduct
by the Purchaser pursuant to any applicable federal or provincial legislation.

6. 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, 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.

Natasha Brown
Cer V)

AUS 2 3 20

MH
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Schedule “A” -~ Form of Receiver’s Certificate

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. ¢. C43 (as amended)

AND IN THE MATTER OF HANFENG EVERGREEN INC.

RECEIVER'’S CERTIFICATE

RECITALS

A. Pursuant to an Order of the Honourable [NAME OF JUDGE] of the Ontario Superior
Court of Justice (the "Court") dated August 15, 2014, Ernst & Young Inc. was appointed as the
receiver (the "Receiver") of the undertaking, property and assets of Hanfeng Evergreen Inc. (the
“Applicant”).

B. Pursuant to an Order of the Court dated August 15, 2014, the Court approved the
agreement of purchase and sale made as of August 8, 2014 (the "Share Transfer Agreement")
between the Applicant and Heilongjiang Pengcheng Fertilizer Co., Ltd. (the "Purchaser") and
provided for the vesting in the Purchaser of the Applicant’s right, title and interest in and to the
Purchased Shares, which vesting is to be effective with respect to the Purchased Shares upon
the delivery by the Receiver to the Purchaser of a certificate confirming (i) the payment by the
Purchaser of the Purchase Price for the Purchased Shares; (ii) that the conditions to Closing as
set out in the Share Transfer Agreement have been satisfied or waived by the Receiver and the
Purchaser; and (iii) the Transaction has been completed to the satisfaction of the Receiver.
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G Unless otherwise indicated herein, terms with initial capitals have the meanings set out
in the Share Transfer Agreement.

THE RECEIVER CERTIFIES the following:

1 The Purchaser has paid and the Receiver has received the Purchase Price for the
Purchased Shares payable on the Closing Date pursuant to the Share Transfer Agreement;

2. The conditions to Closing as set out in the Share Transfer Agreement have been satisfied
or waived by the Receiver and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the Receiver.

4, This Certificate was delivered by the Receiver at [TIME] on [DATE].

ERNST & YOUNG INC,, in its capacity as
Receiver of the undertaking, property and
assets of Hanfeng Evergreen Inc., and not in its
personal capacity

Per:

Name: Murray A. McDonald
Title: President, Ernst & Young Inc.
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Appendix “B”



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

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MADAM ) WEDNESDAY, THE 20™
)
JUSTICE MATHESON ) DAY OF AUGUST, 2014

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
(Appointment Order)

THIS APPLICATION made by the Applicant Hanfeng Evergreen Inc. (the “Applicant”)
for an Order pursuant to section 101 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended
(the "CJA") appointing Ernst & Young Inc. (“E&Y”) as receiver and manager (in such capacities,
the "Receiver") without security, of all of the assets, undertakings and properties of the
Applicant acquired for, or used in relation to a business carried on by the Applicant, was heard

this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Jonathan Pollack sworn August 13, 2014 and the Exhibits
thereto and on hearing the submissions of counsel for Hanfeng and for Harris Christopoulos, no
one appearing for anyone else although duly served as appears from the affidavits of service
sworn August 14, 2014 and the affidavit of Sheila van Spronsen dated August 20, 2014, filed,
and on reading the consent of E&Y to act as the Receiver,
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SERVICE

g 8 THIS COURT ORDERS that the time for service of the Notice of Application and the
Application is hereby abridged and validated so that this motion is properly returnable today
and hereby dispenses with further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to secton 101 of the CJA, E&Y is hereby
appointed Receiver, without security, of all of the assets, undertakings and properties of the
Applicant acquired for, or used in relation to a business carried on by the Applicant, including
all proceeds thereof (the "Property").

RECEIVER’S POWERS

3 THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated, to act at once in respect of the Property and, without in any way limiting the
generality of the foregoing, the Receiver is hereby expressly empowered and authorized to do

any of the following where the Receiver considers it necessary or desirable:

(a) to take such additional steps and execute such additional documents as
may be necessary or desirable for the completion of the transaction
contemplated by the share transfer agreement with Heilongjiang
Pengcheng Fertilizer Co., Ltd. dated August 8, 2014;

(b)  to take possession of and exercise control over the Property and any and

all proceeds, receipts and disbursements arising out of or from the

Property;

(c) to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited to, the changing of locks and security codes, the
relocating of Property to safeguard it, the engaging of independent
security personnel, the taking of physical inventories and the placement

of such insurance coverage as may be necessary or desirable;
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(d)

(€)
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(8)

(h)
o)

0
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to manage, operate, and carry on the business of the Applicant, including
the powers to enter into any agreements, incur any obligations in the
ordinary course of business, cease to carry on all or any part of the

business, or cease to perform any contracts of the Applicant;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise
of the Receiver's powers and duties, including without limitation those
conferred by this Order;

to purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to continue the business of the Applicant or any

part or parts thereof;

to receive and collect all monies and accounts now owed or hereafter
owing to the Applicant and to exercise all remedies of the Applicant in
collecting such monies, including, without limitation, to enforce any
security held by the Applicant;

to settle, extend or compromise any indebtedness owing to the Applicant;

to execute, assign, issue and endorse documents of whatever nature in
respect of any of the Property, whether in the Receiver's name or in the
name and on behalf of the Applicant, for any purpose pursuant to this
Order;

to initiate, prosecute and continue the prosecution of any and all
proceedings and to defend all proceedings now pending or hereafter
instituted with respect to the Applicant, the Property or the Receiver, and
to settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such appeals or applications for judicial review
in respect of any order or judgment pronounced in any such proceeding;
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(k)
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(m)

(n)
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to market any or all of the Property, including advertising and soliciting
offers in respect of the Property or any part or parts thereof and
negotiating such terms and conditions of sale as the Receiver in its

discretion may deem appropriate;

to sell, convey, transfer, lease or assign the Property or any part or parts
thereof out of the ordinary course of business,

(i)  without the approval of this Court in respect of any transaction
not exceeding $100,000, provided that the aggregate consideration
for all such transactions does not exceed $1,000,000; and

(iiy  with the approval of this Court in respect of any transaction in
which the purchase price or the aggregate purchase price exceeds
the applicable amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario
Personal Property Security Act, shall not be required, and in each case the
Ontario Bulk Sales Act shall not apply.

to apply for any vesting order or other orders necessary to convey the
Property or any part or parts thereof to a purchaser or purchasers thereof,
free and clear of any liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined
below) as the Receiver deems appropriate on all matters relating to the
Property and the receivership, and to share information, subject to such

terms as to confidentiality as the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the
Property against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may be

required by any governmental authority and any renewals thereof for



@

(1)

()

(t)

(w)

v)

and on behalf of and, if thought desirable by the Receiver, in the name of
the Applicant;

to enter into agreements with any trustee in bankruptcy appointed in
respect of the Applicant, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any
property owned or leased by the Applicant;

to exercise any shareholder, partnership, joint venture or other rights
which the Applicant may have;

to seek Court approval of and conduct a procedure for the solicitation,
determination and resolution of claims against the Applicant;

to seek Court approval to distribute any proceeds of any sale of the
Property to the stakeholders of the Applicant in accordance with their
relative priorities pursuant to further Order of the Court;

to take such steps and execute such documents as may be necessary or
desirable to purchase tail director and officer liability insurance coverage;

and

to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations.

and in each case where the Receiver takes any such actions or steps, it shall be exclusively

authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

including the Applicant, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4. THIS COURT ORDERS that (i) the Applicant, (ii) all of its current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and all other persons

acting on its instructions or behalf, and (iii) all other individuals, firms, corporations,

governmental bodies or agencies, or other entities having notice of this Order (all of the

foregoing, collectively, being "Persons" and each being a "Person") shall forthwith advise the
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Receiver of the existence of any Property in such Person's possession or control, shall grant
immediate and continued access to the Property to the Receiver, and shall deliver all such
Property to the Receiver upon the Receiver's request.

5. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Applicant, and any computer programs, computer tapes, computer disks, or other
data storage media containing any such information (the foregoing, collectively, the "Records")
in that Person's possession or control, and shall provide to the Receiver or permit the Receiver
to make, retain and take away copies thereof and grant to the Receiver unfettered access to and
use of accounting, computer, software and physical facilities relating thereto, provided however
that nothing in this paragraph 5 or in paragraph 6 of this Order shall require the delivery of
Records, or the granting of access to Records, which may not be disclosed or provided to the
Receiver due to the privilege attaching to solicitor-client communication or due to statutory

provisions prohibiting such disclosure.

6. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or
destroy any Records without the prior written consent of the Receiver. Further, for the
purposes of this paragraph, all Persons shall provide the Receiver with all such assistance in
gaining immediate access to the information in the Records as the Receiver may in its discretion
require including providing the Receiver with instructions on the use of any computer or other
system and providing the Receiver with any and all access codes, account names and account

numbers that may be required to gain access to the information.

7. THIS COURT ORDERS that the Receiver shall provide each of the relevant landlords

with notice of the Receiver’s intention to remove any fixtures from any leased premises at least
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seven (7) days prior to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the
landlord disputes the Receiver’s entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between
any applicable secured creditors, such landlord and the Receiver, or by further Order of this
Court upon application by the Receiver on at least two (2) days’ notice to such landlord and any

such secured creditors.
NO PROCEEDINGS AGAINST THE RECEIVER

8. THIS COURT ORDERS that no proceeding or enforcement process in any court or
tribunal (each, a "Proceeding"), shall be commenced or continued against the Receiver except

with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY

9. THIS COURT ORDERS that no Proceeding against or in respect of the Applicant or the
Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings currently under way against or in respect
of the Applicant or the Property are hereby stayed and suspended pending further Order of this
Court.

NO EXERCISE OF RIGHTS OR REMEDIES

10.  THIS COURT ORDERS that all rights and remedies against the Applicant, the Receiver,
or affecting the Property, are hereby stayed and suspended except with the written consent of
the Receiver or leave of this Court, provided that nothing in this paragraph shall (i) empower
the Receiver or the Applicant to carry on any business which the Applicant is not lawfully
entitled to carry on, (ii) exempt the Receiver or the Applicant from compliance with statutory or
regulatory provisions relating to health, safety or the environment, (iii) prevent the filing of any
registration to preserve or perfect a security interest, or (iv) prevent the registration of a claim

for lien.
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NO INTERFERENCE WITH THE RECEIVER

11.  THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Applicant, without written consent of the Receiver

or leave of this Court.

CONTINUATION OF SERVICES

12, THIS COURT ORDERS that all Persons having oral or written agreements with the
Applicant or statutory or regulatory mandates for the supply of goods and/or services,
including without limitation, all computer software, communication and other data services,
centralized banking services, payroll services, insurance, transportation services, utility or other
services to the Applicant are hereby restrained until further Order of this Court from
discontinuing, altering, interfering with or terminating the supply of such goods or services as
may be required by the Receiver, and that the Receiver shall be entitled to the continued use of
the Applicant's current telephone numbers, facsimile numbers, internet addresses and domain
names, provided in each case that the normal prices or charges for all such goods or services
received after the date of this Order are paid by the Receiver in accordance with normal
payment practices of the Applicant or such other practices as may be agreed upon by the

supplier or service provider and the Receiver, or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

13.  THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from
any source whatsoever, including without limitation the sale of all or any of the Property and
the collection of any accounts receivable in whole or in part, whether in existence on the date of
this Order or hereafter coming into existence, shall be deposited into one or more new accounts
to be opened by the Receiver (the "Post Receivership Accounts") and the monies standing to
the credit of such Post Receivership Accounts from time to time, net of any disbursements
provided for herein, shall be held by the Receiver to be paid in accordance with the terms of this
Order or any further Order of this Court.



EMPLOYEES

14.  THIS COURT ORDERS that all employees of the Applicant shall remain the employees
of the Applicant until such time as the Receiver, on the Applicant's behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
liabilities, including any successor employer liabilities as provided for in section 14.06(1.2) of
the Bankruptcy and Insolvency Act (Canada) (“BIA”), other than such amounts as the Receiver
may specifically agree in writing to pay, or in respect of its obligations under sections 81.4(5) or
81.6(3) of the BIA or under the Wage Earner Protection Program Act (Canada).

PIPEDA

15. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Personal Information
Protection and Electronic Documents Act (Canada), the Receiver shall disclose personal
information of identifiable individuals to prospective purchasers or bidders for the Property
and to their advisors, but only to the extent desirable or required to negotiate and attempt to
complete one or more sales of the Property (each, a "Sale"). Each prospective purchaser or
bidder to whom such personal information is disclosed shall maintain and protect the privacy
of such information and limit the use of such information to its evaluation of the Sale, and if it
does not complete a Sale, shall return all such information to the Receiver, or in the alternative
destroy all such information. The purchaser of any Property shall be entitled to continue to use
the personal information provided to it, and related to the Property purchased, in a manner
which is in all material respects identical to the prior use of such information by the Applicant,
and shall return all other personal information to the Receiver, or ensure that all other personal
information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

16.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or

relating to the disposal of waste or other contamination including, without limitation, the
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Canadian Environmental Protection Act, the Environmental Protection Act (Ontario), the Water
Resources Act (Ontario), or the Occupational Health and Safety Act (Ontario) and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to be in Possession
of any of the Property within the meaning of any Environmental Legislation, unless it is actually

in possession.
LIMITATION ON THE RECEIVER’S LIABILITY

17.  THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result
of its appointment or the carrying out the provisions of this Order, save and except for any
gross negligence or wilful misconduct on its part or in respect of its obligations under sections
81.4(5) or 81.6(3) of the BIA or under the Wage Earner Protection Program Act (Canada).

RECEIVER'S ACCOUNTS

18.  THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid their
reasonable fees and disbursements, in each case at their standard rates and charges unless
otherwise ordered by the Court on the passing of accounts, and that the Receiver and counsel to
the Receiver shall be entitled to and are hereby granted a charge (the "Receiver's Charge") on
the Property, as security for such fees and disbursements, both before and after the making of
this Order in respect of these proceedings, and that the Receiver's Charge shall form a first
charge on the Property in priority to all security interests, trusts, liens, charges and
encumbrances, statutory or otherwise, in favour of any Person but subject to sections 14.06(7),
81.4(4), and 81.6(2) of the BIA.

19.  THIS COURT ORDERS that the Receiver and its legal counsel shall pass its accounts
from time to time, and for this purpose the accounts of the Receiver and its legal counsel are
hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

20.  THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the standard rates
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and charges of the Receiver or its counsel, and such amounts shall constitute advances against

its remuneration and disbursements when and as approved by this Court.

SERVICE AND NOTICE

21.  THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the
service of documents made in accordance with the Protocol (which can be found on the

Commercial List website at http://www.ontariocourts.ca/scj/ practice/ practice-

directions/ toronto/ e-service-protocol/) shall be valid and effective service. Subject to Rule

17.05 this Order shall constitute an order for substituted service pursuant to Rule 16.04
of the Rules of Civil Procedure. Subject to Rule 3.01(d) of the Rules of Civil Procedure
and paragraph 21 of the Protocol, service of documents in accordance with the Protocol
will be effective on transmission. This Court further orders that a Case Website shall be
established in accordance with the Protocol with the following URL

‘http:/ /www.ey.com/ca/hanfeng’.

22.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Receiver is at liberty to serve or distribute this Order,
any other materials and orders in these proceedings, any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
transmission to the Applicant's creditors or other interested parties at their respective addresses
as last shown on the records of the Applicant and that any such service or distribution by
courier, personal delivery or facsimile transmission shall be deemed to be received on the next
business day following the date of forwarding thereof, or if sent by ordinary mail, on the third
business day after mailing.

GENERAL

23.  THIS COURT ORDERS that the Receiver may from time to time apply to this Court for
advice and directions in the discharge of its powers and duties hereunder.

24.  THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting
as a trustee in bankruptcy of the Applicant.
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25. 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, 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.

26.  THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and
empowered to apply to any court, tribunal, regulatory or administrative body, wherever
located, for the recognition of this Order and for assistance in carrying out the terms of this
Order, and that the Receiver is authorized and empowered to act as a representative in respect
of the within proceedings for the purpose of having these proceedings recognized in a
jurisdiction outside Canada.

27.  THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party
likely to be affected by the order sought or upon such other notice, if any, as this Court may

order,

Natasha Brown
AT )“) m m

AUG

21701
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Court File No. CV-14-10667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

) TUESDAY, THE 23«
)
JUSTICEWILTON - SlIE6EL ) DAY OF SEPTEMBER, 201

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.

ORDER
(Claims Procedure Order)

THIS MOTION, made by Emst & Young Inc,, in its capacity as the receiver (the
“Receiver”) of Hanfeng Evergreen Inc. (“Hanfeng”), for an order approving a procedure for
the identification, determination and resolution of claims against Hanfeng, in accordance
with the terms of the Claims Procedure Order (as these terms are defined below), was heard

this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion, the First Report of the Receiver dated
September 12, 2014, 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:

SERVICE

1L THIS COURT ORDERS that the time for service of the Notice of Motion and 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.
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DEFINITIONS
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THIS COURT ORDERS that, for purposes of this Order establishing a claims
procedure for Hanfeng (the “Claims Procedure Order”), in addition to terms

defined elsewhere herein, the following terms shall have the following meanings:

@)

(b)

©

(d)

()

“9:30 Appointment” means a chambers appointment with a Justice of the
Court which may be scheduled for 9:30 a.m. on any day on which the Court
is sitting;

“Appointment Order” means the Order of the Honourable Madam Justice
Matheson dated August 20, 2014, as extended and amended from time to
time;

“ Assessments” means Claims of Her Majesty the Queen in Right of Canada

or of any Province or Territory or Municipality or any other taxation
authority in any Canadian jurisdiction, including, without limitation,
amounts which may arise or have arisen under any notice of assessment,
notice of reassessment, notice of appeal, audit, investigation, demand or
similar request from any taxation authority;

“Business Day” means a day, other than a Saturday, Sunday or a statutory
holiday, on which banks are generally open for business in Toronto, Ontario;

“Claim” means:

(i) any right or claim of any Person against Hanfeng, whether or not
asserted, in connection with any indebtedness, liability or obligation
of any kind whatsoever of Hanfeng in existence prior to the Date of
Receivership, and any accrued interest thereon and costs payable in
respect thereof to the Date of Receivership, whether or not such right
or claim is reduced to judgment, liquidated, unliquidated, fixed,
contingent, matured, unmatured, disputed, undisputed, legal,
equitable, secured, unsecured, perfected, unperfected, present, future,
known or unknown, by guarantee, surety or otherwise, and whether
or not such right is executory or anticipatory in nature, including the
right or ability of any Person to advance a claim for contribution or
indemnity or otherwise with respect to any matter, action, cause or
chose in action, whether existing at present or commenced in the
future, which indebtedness, liability or obligation is based in whole or
in part on facts which existed prior to the Date of Receivership, and
includes any claims that would have been claims provable in
bankruptcy had Hanfeng become bankrupt on the Date of
Receivership (each a “Pre-Filing Claim”, and collectively the “Pre-
Filing Claims”); and
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()
(h)

(i)

0

(k)
@

(m)
(™)

"

(ii)  any existing or future right or claim of any Person against Hanfeng in
connection with any indebtedness, liability or obligation of any kind
whatsoever owed by Hanfeng to such Person arising on or after the
Date of Receivership as a result of any disclaimer, resiliation,
termination or breach on or after the Date of Receivership of any
contract, lease, permit, authorization or other agreement existing on
the Date of Receivership whether written or oral and whether such
disclaimer, resiliation, termination or breach took place or takes place
before or after the date of this Claims Procedure Order, including any
accrued interest thereon and costs payable in respect thereof to the
date of such disclaimer, resiliation, termination or breach, to the
extent provided for in the contract, lease, permit, authorization or
other agreement, each a “Restructuring Claim”, and collectively the
“Restructuring Claims”);

For greater certainty, “Claim” includes any claim of a current or former
shareholder of Hanfeng against Hanfeng with respect to any shares issued by
Hanfeng at any time, including without limitation losses incurred by a
former shareholder or losses to be incurred by a current shareholder.

“Claimant” means a Person asserting a Claim;

“Claims Bar Date” means 5:00 p.m. (Toronto Time) on November 10, 2014;

“Claims Officer” means any individual designated by the Receiver or
approved by the Court pursuant to paragraph 35 of this Claims Procedure
Order;

“Claims Package” means the package of documents which shall include a
copy of this Order, the Notice of Claims Procedure and Claims Bar Date, the
Proof of Claim and any other materials that the Receiver may consider
appropriate;

“Claims Procedure” means the procedures outlined in this Order, including
the Schedules;

“Claims Procedure Order” means this Order;

“Court” means the Ontario Superior Court of Justice (Commercial List) in the
City of Toronto, in the Province of Ontario;

“Date of Receivership” means August 20, 2014;

“Dispute Package” has the meaning ascribed to that term in paragraph 19(b)
of this Claims Procedure Order;
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“Excluded Claim” means any Claim secured by any of the charges granted in
the Appointment Order, including the Receiver’s Charge as therein defined,
or any charges granted in subsequent Orders of the Court;

“Known Creditor” means a Person who the Receiver received actual notice
may have a Pre-Filing Claim against Hanfeng, or that the books and records
of Hanfeng show as owed an amount prior to the Appointment Order;

“Notice of Claims Procedure and Claims Bar Date” means the notice for
publication, substantially in the form attached as Schedule “A” hereto;

“Notice of Dispute” means a notice substantially in the form attached as
Schedule “D" hereto;

“Notice of Revision or Disallowance” means a notice substantially in the
form attached as Schedule “C” hereto;

“Orders” means any and all orders issued by the Court, including the
Appointment Order;

“Person” means any individual, partnership, firm, joint venture, trust, entity,
corporation, unincorporated organization, trade union, pension plan
administrator, pension plan regulator, governmental authority or agency,
employee or other association, or similar entity, howsoever designated or
constituted;

“Pre-Filing Claim” has the meaning ascribed to that term in paragraph 2(f)(i)
of this Claims Procedure Order;

“Proof of Claim” means the form substantially in accordance with the form
attached hereto as Schedule “B”;

“Proven Claim” means the amount of a Claim and its classification as a
secured Claim or an unsecured Claim, as finally determined in accordance
with this Claims Procedure;

“Receiver” means Ernst & Young Inc,, in its capacity as the Court-appointed
Receiver of Hanfeng;

“Receiver’s Website” means http://www.ey.com/ca/hanfeng.

“Restructuring Claim” has the meaning ascribed to that term in paragraph
2(f)(ii) of this Claims Procedure Order.



INTERPRETATION

THIS COURT ORDERS that all references as to time herein shall mean local time in
Toronto, Ontario, Canada, and any references to an event occurring on a Business
Day shall mean prior to 5:00 p.m. on such Business Day, unless otherwise indicated

herein.

THIS COURT ORDERS that all references to the word “including” shall mean
“including without limitation”.

THIS COURT ORDERS that all references to the singular herein include the plural,
the plural include the singular, and any gender includes the other gender.

GENERAL PROVISIONS

6.
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THIS COURT ORDERS that the Receiver is hereby authorized to (a) use reasonable
discretion as to the adequacy of compliance with respect to the manner in which any
Proof of Claim is completed, and may, where it is satisfied that a Claim has been
adequately proven, waive strict compliance with the requirements of this Claims
Procedure Order as to the completion and execution of such Proof of Claim, and (b)
request such further documentation from a Claimant that the Receiver may
reasonably require in order to enable them to determine the validity of a Claim.
Notwithstanding anything contained herein, the Receiver shall not have any
discretion to accept any Claim submitted subsequent to the Claims Bar Date.

THIS COURT ORDERS that any Pre-Filing Claim denominated in a foreign
currency shall be converted to Canadian dollars for the purposes of this Claims
Procedure on the basis of the Bank of Canada Canadian dollar noon exchange rate
on the Date of Receivership and that any Restructuring Claim denominated in a
foreign currency shall be converted to Canadian dollars for the purposes of this
Claims Procedure on the basis of the Bank of Canada Canadian dollar noon
exchange rate on the date that such Restructuring Claim arose.
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THIS COURT ORDERS that interest and penalties that would otherwise accrue
after the Date of Receivership shall not be included in any unsecured Claim.
Amounts claimed in Assessments whether issued before or after the Date of
Receivership shall be subject to this Claims Procedure Order and there shall be no
presumption of validity or deeming of the amount due in respect of the Claim set

out in any Assessment.

RECEIVER’S ROLE

9.

10.

THIS COURT ORDERS that the Receiver, in addition to its rights, duties,
responsibilities and obligations under the Orders, is hereby directed and empowered
to take such other actions and fulfill such other roles as are contemplated by this
Claims Procedure Order and are incidental thereto.

THIS COURT ORDERS that the Receiver, in carrying out the terms of the Claims
Procedure Order, shall have all of the protections given to it by the Order or as an
officer of this Court, including the stay of proceedings in its favour, shall incur no
liability or obligation as a result of the carrying out of its obligations under this
Claims Procedure Order, shall be entitled to rely on the books and records of
Hanfeng, and any information provided by Hanfeng or a Claimant, and shall not be
liable for any claims or damages resulting from any errors or omissions in such
books, records, or information.

GENERAL CLAIMS PROCEDURE

Notice of Claims Bar Date

11.
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THIS COURT ORDERS that:

(a) The Receiver shall cause the Notice of Claims Procedure and Claims Bar Date
to be placed in each of the Globe and Mail (national edition), the National Post
(national edition), and a local newspaper in Heilongjiang province in the
People’s Republic of China as soon as practicable after the date of this order
and in any event within five (5) Business Days of the date hereof;

(b)  The Receiver shall cause the Notice of Claims Procedure and Claims Bar Date
to be posted on the Receiver’s Website as soon as practicable after the date of



o

this Order and in any event within three (3) Business Days of the date hereof
and cause it to remain posted thereon until its discharge as Receiver of
Hanfeng;

()  Within three (3) Business Days of the date of this Order, the Receiver
shall send a Claims Package to Known Creditors by mail, courier,
facsimile transmission or electronic mail; and

(d)  The Receiver will send a copy of the Claims Package by mail, courier,
facsimile transmission or electronic mail as soon as practicable
following receipt of a request for a package, to any Claimant
requesting such material prior to the Claims Bar Date.

Deadline for Submitting a Claim

12.  THIS COURT ORDERS that any Person that wishes to assert a Claim must deliver
to the Receiver on or before the Claims Bar Date a completed Proof of Claim form,
together with all relevant supporting documentation in respect of such Claim, in the
manner set out in this Claims Procedure Order.

13.  THIS COURT ORDERS that any Person who does not file a Proof of Claim with the
Receiver in accordance with this Order by the Claims Bar Date shall be forever
barred from asserting or enforcing such Claim against Hanfeng and Hanfeng shall
not have any liability whatsoever in respect of such Claim and such Claim shall be
extinguished without any further act or notification by Hanfeng or the Receiver.

ADJUDICATION OF CLAIMS

Adjudication of Claims

14.  THIS COURT ORDERS that the Receiver shall review the information filed by each
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Claimant with respect to a Pre-Filing Claim or a Restructuring Claim that is received
by the Claims Bar Date and may accept, revise or disallow such Pre-Filing Claim or
Restructuring Claim, in whole or in part. At any time, the Receiver may request
additional information from the Claimant with respect to any Pre-Filing Claim or
Restructuring Claim.



15.

16.

17.

18.

19.
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THIS COURT ORDERS that the Receiver may attempt to consensually resolve the
classification (as secured or unsecured) and amount of any Pre-Filing Claim or
Restructuring Claim with the Claimant prior to accepting, revising or disallowing
such Pre-Filing Claim or Restructuring Claim.

THIS COURT ORDERS that if the Receiver determines to revise or disallow a Pre-
Filing Claim or Restructuring Claim, the Receiver shall notify the Claimant by
sending a Notice of Revision or Disallowance to the Claimant as provided in this
Order by no later than 5:00 p.m. (Toronto time) on a date that is twenty (20) days
after receipt of the relevant Proof of Claim or such later date as the Court may order.

THIS COURT ORDERS that if a Claimant disputes the classification or amount of
its Pre-Filing Claim or Restructuring Claim as set forth by the Receiver, then such
Claimant may dispute such revision or disallowance by sending a Notice of Dispute
so that it is received by no later than 5:00 p.m. (Toronto time) on a day that is 20 days
after the date of the Notice of Revision or Disallowance or such later date as the
Court may order.

THIS COURT ORDERS that any Claimant who fails to dispute a revision or
disallowance by the deadline shall be deemed to accept the classification and
amount of its Pre-Filing Claim or Restructuring Claim as set out in the Notice of
Revision or Disallowance, and the Pre-Filing Claim or Restructuring Claim as set out
in the Notice of Revision or Disallowance shall constitute a Proven Claim.

THIS COURT ORDERS that if a Claimant disputes a revision or disallowance of its
Pre-Filing Claim or Restructuring Claim as set out in the Notice of Revision or
Disallowance, the Receiver may:

(a) attempt to consensually resolve the classification and the amount of the Pre-
Filing Claim or Restructuring Claim with the Claimant;

(b)  deliver a package to the Claims Officer consisting of that Claimant’s Proof of
Claim, the Notice of Revision or Disallowance, the Notice of Dispute and any
other materials which may be relevant for the determination of the dispute to
the Claims Officer (the “Dispute Package”); and/or
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() schedule a 9:30 Appointment with the Court for the purpose of scheduling a
motion to resolve the Pre-Filing Claim or Restructuring Claim. At such
motion the Claimant shall be deemed to be the applicant and the Receiver
shall be deemed to be the respondent.

CLAIMS OFFICERS

20.

21.

24,
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THIS COURT ORDERS that the Receiver may appoint Claims Officers for the
purposes of the Claims Procedure described herein.

THIS COURT ORDERS that if a Claim is referred to a Claims Officer for resolution,
the Claims Officer shall determine the validity, amount and classification of disputed
Claims in accordance with this Claims Procedure Order. A Claims Officer shall
determine all procedural matters which may arise in respect of his or her
determination of these matters, including the manner in which any evidence may be
adduced. A Claims Officer shall have the discretion to determine by whom and to
what extent the costs of any hearing before a Claims Officer shall be paid.

THIS COURT ORDERS that, notwithstanding anything to the contrary herein, the
Receiver may at any time refer a Claim to a Claims Officer or to the Court for
resolution, where in the Receiver’s view such a referral is preferable or necessary for

the resolution of the Claim.

THIS COURT ORDERS that upon receipt of a Dispute Package or referral for
resolution pursuant to paragraphs 19 or 21 hereof, as applicable, the Claims Officer
shall schedule and conduct a hearing to determine the validity, amount and/or
classification of the Claim and shall as soon as practicable thereafter notify the

Receiver and the Claimant of his or her determination.

THIS COURT ORDERS that the Receiver or the Claimant may appeal the Claims
Officer’s determination to this Court within 15 days of the date on which notification
is deemed to have been received of the Claims Officer's determination of such Claim
by serving upon the Receiver or the Claimant, as applicable, and filing with this
Court a notice of motion returnable on a date to be fixed by this Court. Such an
appeal is to be based on the record before the Claims Officer and will not be a
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hearing de novo. If an appeal is not filed within such 15-day period, then the Claims
Officer’s determination shall, subject to a further order of the Court, be deemed to be
final and binding and shall be a Proven Claim.

THIS COURT ORDERS that the Receiver shall pay the reasonable professional fees
and disbursements of each Claims Officer in connection with such appointment as
Claims Officer on presentation and acceptance of invoices from time to time. Each
Claims Officer shall be entitled to a reasonable retainer against his or her fees and
disbursements which shall be paid by the Receiver upon request. Any dispute as to
fees and disbursements shall be resolved by the Court.

SET-OFF

26.

THIS COURT ORDERS that the Receiver may set off (whether by way of legal,
equitable or contractual set-off) against the Claims of any Claimant, any claims of
any nature whatsoever that Hanfeng may have against such Claimant arising prior
to the Date of Receivership, provided that it satisfies the requirements for legal,
equitable or contractual set-off as may be determined by the Court if there is any
dispute between the Receiver and the applicable Claimant. However, neither the
failure to do so nor the allowance of any Claim hereunder shall constitute a waiver
or release by Hanfeng of any such claim that Hanfeng may have against such
Claimant.

NOTICE OF TRANSFEREES

27

THIS COURT ORDERS that if, after the Date of Receivership, the holder of a Claim
transfers or assigns the whole of such Claim to another Person, the Receiver shall not
be obligated to give notice or otherwise deal with the transferee or assignee of such
Claim in respect thereof unless and until actual notice of transfer or assignment,
together with satisfactory evidence of the existence and validity of such transfer or
assignment, shall have been received and acknowledged by the Receiver in writing.
Thereafter, such transferee or assignee shall for the purposes hereof constitute the
“Claimant” in respect of such Claim. Any such transferee or assignee of a Claim shall
be bound by any notices given or steps taken in respect of such Claim in accordance
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with this Claims Procedure Order prior to receipt and acknowledgment by the
Receiver of satisfactory evidence of such transfer or assignment. A transferee or
assignee of a Claim takes the Claim subject to any right of set-off to which Hanfeng
may be entitled with respect to such Claim. For greater certainty, a transferee or
assignee of a Claim is not entitled to set off, apply, merge, consolidate or combine
any Claims assigned or transferred to it against or on account or in reduction of any

amounts owing by such Person to Hanfeng.

28.  THIS COURT ORDERS that if a Claimant or any subsequent holder of a Claim,
who in any such case has previously been acknowledged by the Receiver as the
holder of the Claim, transfers or assigns the whole of such Claim to more than one
Person or part of such Claim to another Person, such transfers or assignments shall
not create separate Claims and such Claims shall continue to constitute and be dealt
with as a single Claim notwithstanding such transfers or assignments. The Receiver
shall not, in each case, be required to recognize or acknowledge any such transfers or
assignments and shall be entitled to give notices to and otherwise deal with such
Claim only as a whole and then only to and with the Person last holding such Claim,
provided such Claimant may, by notice in writing delivered to the Receiver, direct
that subsequent dealings in respect of such Claim, but only as a whole, shall be dealt
with by a specified Person and in such event, such Person shall be bound by any
notices given or steps taken in respect of such Claim with such Claimant in

accordance with the provisions of this Order.

29. THIS COURT ORDERS that Hanfeng and the Receiver are not under any
obligation to give notice to any Person holding a security interest, lien or charge in,
or a pledge or assignment by way of security in, a Claim, as applicable in respect of

any Claim.
SERVICE AND NOTICES

30.  THIS COURT ORDERS any notice, notification or communication required to be
delivered by the Receiver pursuant to this Order may be delivered by mail, courier,
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31.

32,

33.
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facsimile transmission or electronic mail to the address or number contained in the

books and records of Hanfeng or as included in the Proof of Claim.

THIS COURT ORDERS that any notice, notification, dispute, or communication
required to be delivered by a Claimant pursuant to the terms of this Order will be
sufficiently given only if delivered by prepaid registered mail, courier, personal
delivery, facsimile transmission or email addressed to:

Ernst & Young Inc.

Attn: Robert Ferguson

222 Bay Street, P.O. 251
Toronto, ON M5K 17, Canada

Or by courier to:

Ernst & Young Inc.

Attn: Robert Ferguson

222 Bay Street, Suite 2100
Toronto, ON M5K 1J7, Canada

Or by facsimile transmission to:
416-943-3300

Or by email to:

hanfeng.receiver@ca.ey.com
THIS COURT ORDERS that if during any period during which notices or other
communications are being given pursuant to this Claims Procedure Order, a postal
strike or postal work stoppage of general application should occur, such notices,
notifications or other communications sent by ordinary mail and then not received
shall not, absent further Order of this Court, be effective and notices and other
communications given hereunder during the course of any such postal strike or
work stoppage of general application shall only be effective if given by courier,
personal delivery, facsimile transmission or email in accordance with this Claims

Procedure Order.

THIS COURT ORDERS that any notice delivered to a Claimant via personal
delivery, email, or facsimile transmission shall be deemed to have been received by
such Claimant on the date and at the time that it was sent, as evidenced by the time
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and date stamp on the email or facsimile transmission as applicable, if sent prior to
5:00 p.m. (local time) on a Business Day, or if sent after 5:00 p.m. on a Business Day

or on a non-Business Day, on the next following Business Day.

THIS COURT ORDERS that any notice delivered to a Claimant by mail or courier
shall be deemed to have been received by such Claimant on the third Business Day

after the notice was mailed, or couriered.

THIS COURT ORDERS that in the event that this Claims Procedure Order is
amended by further Order of the Court, the Receiver may post such further Order on
the Receiver’s website and send an email to any Known Creditors and any Claimant
who has submitted a Proof of Claim who is affected by such amendment and such
posting and emailing shall constitute adequate notice to Claimants of such amended

claims procedure.

MISCELLANEOUS

36.

37
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THIS COURT ORDERS that notwithstanding any other provisions of this Claims
Procedure Order, the solicitation by the Receiver of Claims and the filing by any
Claimant of any Claims shall not, for that reason only, grant any person any
standing in these proceedings.

THIS COURT ORDERS that the forms of notice to be provided in accordance with
this Claims Procedure Order shall constitute good and sufficient service and delivery
of notice of this Claims Procedure Order and the Claims Bar Date on all Persons who
may be entitled to receive notice and who may assert a Claim and no other notice or
service need be given or made and no other documents or material need be sent to or
served upon any Person in respect of this Claims Procedure Order. The form and
substance of each of the Notice of Claims Procedure and Claims Bar Date, Proof of
Claim, Notice of Revision or Disallowance, and Notice of Dispute substantially in the
forms attached as Schedules “A”, “B”, “C”, and “D” respectively to this Order are
hereby approved. Despite the foregoing, the Receiver may, from time to time, make
minor, non-substantive changes to such forms as the Receiver considers necessary or

desirable.
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THIS COURT ORDERS that notwithstanding the terms of this Claims Procedure
Order, the Receiver may apply to this Court from time to time for directions from
this Court with respect to the Claims Procedure Order, or for such further Order or
Orders as it may consider necessary or desirable to amend, supplement or clarify the
terms of this Claims Procedure Order.

THIS COURT ORDERS AND RESPECTFULLY REQUESTS the aid and
recognition of any court, tribunal, regulatory or administrative body having
jurisdiction in Canada or the People’s Republic of China to give effect to this Order
and to act in aid of and to assist the Receiver and this Court in carrying out the terms
of this Claims Procedure Order.
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SCHEDULE “A”

NOTICE TO CREDITORS AND TO PRESENT AND FORMER SHAREHOLDERS
of HANFENG EVERGREEN INC.
(hereinafter referred to as the "Company")

RE: NOTICE OF CLAIMS PROCEDURE FOR THE COMPANY PURSUANT TO AN APPLICATION
UNDER SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0. c. C.43 (as amended)

PLEASE TAKE NOTICE that this notice is being published pursuant to an Order of the Superior Court of
Justice of Ontario made [DATE] (the "Claims Procedure Order"). Any capitalized term used but not
defined herein shall have the meaning ascribed to it in the Claims Procedure Order.

Pursuant to the Claims Procedure Order, Claim Packages will be sent to creditors and to present and
former shareholders (collectively, “Shareholders™) by mail, on or before [DATE], if those creditors and
Shareholders are known to the Company, and if the Company has a current address. Creditors and
Shareholders may also obtain a copy of the Claims Procedure Order and Claim Packages from the website
of Emst & Young Inc, Court-appointed Receiver of the Company (the “Receiver”), at
"www.ey.com/ca/hanfeng"”, or by contacting the Receiver by telephone (1-416-943-7142 or by fax (1-
416-943-3300 or by email at hanfeng.receiver@ca.ey.com).

Proofs of Claim must be submitted to the Receiver for any claim against the Company, whether
unliquidated, contingent or otherwise, in each case where the claim (i) arose prior to August 20, 2014, or
(ii) arose on or after August 20, 2014 as a result of the restructuring, termination, repudiation or
disclaimer of any lease, contract, or other agreement or obligation. For greater certainty, and without
limiting the generality of the foregoing, Proofs of Claim must be submitted to the Receiver in
respect of any claim of a current or former shareholder of Hanfeng against Hanfeng with respect
to any shares issued by Hanfeng at any time, including without limitation losses incurred by a
former shareholder or losses to be incurred by a current shareholder. Please consult the Claims
Package for more details.

Completed Proofs of Claim must be received by the Receiver by 5:00 p.m. (prevailing Eastern Time) on
NOVEMBER 10, 2014 (the “Claims Bar Date”). It is your responsibility to ensure that the Receiver
receives your Proof of Claim by the Claims Bar Date.

CLAIMS WHICH ARE NOT RECEIVED BY NOVEMBER 10, 2014 WILL BE BARRED AND
EXTINGUISHED FOREVER.
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SCHEDULE “B”

PROOF OF CLAIM OF HANFENG EVERGREEN INC.

CLAIMS PROCEDURE

Pursuant to an Order of the Ontario Superior Court of Justice dated [DATE] the court appointed Receiver
of Hanfeng Evergreen Inc. (“Hanfeng”) has been authorized to conduct a claims procedure. The Court
Order, a copy of which is enclosed, shall govern the claims procedure, notwithstanding any of the
instructions contained herein.

(All capitalized terms not otherwise defined will have the meanings ascribed to them in the [DATE] court order.)
FOR CLAIMANTS SUBMITTING A PROOF OF CLAIM

If you believe that you have a claim against Hanfeng, including for greater certainty a claim of a current
or former shareholder of Hanfeng against Hanfeng with respect to any shares issued by Hanfeng at any
time, including without limitation losses incurred by a former shareholder or losses to be incurred by a
current shareholder, you must file this Proof of Claim. The Proof of Claim must be received by the
Receiver by 5:00 p.m. (Eastern Daylight Savings Time) November 10, 2014 (the “Claims Bar Date”).

If you do not file your claim by the Claims Bar Date you shall be forever barred from asserting or
enforcing such Claim against Hanfeng and Hanfeng shall not have any liability whatsoever in respect of
such Claim and such Claim shall be extinguished without any further act or notification by Hanfeng or
the Receiver.

GENERAL INSTRUCTIONS FOR COMPLETING THE PROOF OF CLAIM

The Proof of Claim must be completed by an individual, or an individual acting on behalf of a
corporation. The individual acting for a corporation or other person must state the capacity in which
he/she is acting, such as “Credit Manager”, “Treasurer”, “Authorized Agent”, etc. The individual
completing the Proof of Claim must have knowledge of the circumstances connected with the Claim. All
Proofs of Claim must be signed, dated and witnessed.

The full legal name of the Claimant must be filled out in its entirety. A statement of account containing
full details of the Claim must be attached to the Proof of Claim. The Proof of Claim should include all
amounts owing to you for any goods or services provided to Hanfeng and shall be reduced by the
application of any volume or other discounts in respect thereof and any other credits that are properly
applicable against the Claim.

If the Claimant holds security for the indebtedness, a statement of the value and nature of the security
must accompany the Proof of Claim.

If the Claimant holds a contingent or unliquidated claim, the details of the guarantee or reasons for the
claim must be provided in addition to the basis upon which the claim has been valued.

If the Claim or a portion thereof has been sold or assigned, the name of the party purchasing the Claim,
the amount of the Claim sold or assigned, as well as supporting documentation, must be attached to the
Proof of Claim submitted. The Claim can be completed by either the original Claimant or by the assignee,
but not both. Claimants and assignee(s) must determine amongst themselves who will file the Proof of
Claim.
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Please carefully read the instructions above before completing this Proof of Claim. Please print legibly.

Please indicate if this Proof of Claim is an (please check one):
[ original Proof of Claim, OR
] Amended Proof of Claim

A. PARTICULARS OF CLAIMANT

1. Full Legal Name of Claimant: - (the “Claimant”).
(Full legal or Corporate name should be the name of the original Claimant of Hanfeng, notwithstanding
whether an assignment of a Claim, or a portion thereof, has occurred. Do not file separate Proofs of
Claim by division of the same Claimant.)

2. Full Mailing Address of the Claimant (the original Claimant not an Assignee):

3. Telephone Number of Claimant:

4. Facsimile Number of Claimant:

5. Attention (Contact Person):

6. Has the Claim been sold or assigned by Claimant to another party?
Yes No___ (If yes please complete section D)

B. PROOF OF CLAIM:

| [Name of Claimant or Representative of the Claimant, do
hereby certify:
A) thatI am (please check one):
___ the Claimant of Hanfeng; or
—_ hold the following position of of the Claimant of Hanfeng
Evergreen Inc.

and have knowledge of all the circumstances connected with the Claim described herein;

6307017 v2




.

B) Hanfeng is indebted to the Claimant in the amount of $ Cdn

6307017 v2

(A Pre-Filing Claim (as defined in the Claims Process Order) in a foreign currency should be converted to
Canadian dollars on the basis of the Bank of Canada Canadian dollar noon exchange rate on August 20,
2014.)

(A Restructuring Claim (as defined the Claims Process Qrder) in a foreign currency should be converted to
Canadian dollars on the basis of the Bank of Canada Canadian dollar noon exchange rate on the date that
such Restructuring Claim arose.)

PARTICULARS OF CLAIM:

Description of transaction or agreement giving rise or relating to the Claim:

If the claim is contingent, or unliquidated, state the basis upon which the claim has been valued:

Names of any guarantors which have guaranteed the Claim:

Description of security, if any, granted to the Claimant or assigned by Claimant in respect of the
Claim:

Estimated value of security outlined above as at the date of the claim:

A DETAILED, COMPLETE STATEMENT OF ACCOUNT MUST BE ATTACHED TO THE
PROOF OF CLAIM WHICH MUST SHOW THE DATE, THE NUMBER AND THE AMOUNT OF
EACH INVOICE OR CHARGE, TOGETHER WITH THE DATE, THE NUMBER AND THE



ol

AMOUNT OF ALL CREDITS, COUNTERCLAIMS, DISCOUNTS, PAYMENTS, ETC. TO
WHICH HANFENG IS ENTITLED. PLEASE ATTACH ADDITIONAL SHEETS.
D.  PARTICULARS OF ASSIGNEE(S) (IF ANY):

1. Full Legal Name of Assignee(s) of Claim (if all or a portion of the claim has been sold). If
there is more than one assignee, please attach separate sheets with the following information:

(the “ Assignee(s)")

Amount of Total Claim Assigned $
Amount of Total Claim Not Assigned $
Total Amount of Claim $

(should equal “Total Claim” as entered on Section B)

2. Full Mailing Address of Assignee(s):

3. Telephone Number of Assignee(s):
4. Facsimile Number of Assignee(s):
5. Attention (Contact Person):

The duly completed Proof of Claim together with supporting documentation must be returned and
received by the Receiver, no later than 5:00 pm (Eastern Daylight Savings Time) on August 20, 2014, to
the following address or facsimile:

By mail to: By courier to:

Emst & Young Inc. Emst & Young Inc.

Attn: Robert Ferguson Attn: Robert Ferguson

222 Bay Street, P.O. 251 222 Bay Street, Suite 2100
Toronto, ON MSK 1J7, Canada Toronto, ON M3K 1]7, Canada
Or by facsimile transmission to: Or by email to:

416-943-3300 hanfeng.receiver@ca.ey.com
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DATED at this day of ,20
(Signature of Witness) (Signature of individual completing this form)
(please print name) (please print name)
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SCHEDULE “C”

NOTICE OF REVISION OR DISALLOWANCE

(All capitalized terms not otherwise defined will have the meanings ascribed to them in the
[DATE] court order.)

Name of Claimant

Pursuant to the Claims Procedure Order, the Receiver gives you notice that it has reviewed your
Proof of Claim dated and has revised or rejected your claim (*Claim”) for the
following reason(s):

Subject to further dispute by you in accordance with the provisions of the Claims Procedure
Order, the Claim will be allowed as follows:

Claim per Claim per
Proof of Claim Allowed as Revised
(COMPNY-A] $ $

Please be advised that if you disagree with the revision or disallowance of your claim as it is set
at above, you must complete and retumn the enclosed Notice of Dispute to the Receiver, to be
received by the Receiver by no later than 5:00 p.m. (Eastern Daylight Saving Time) on
[DATE]. If you do not file the enclosed Notice of Dispute by [DATE] your claim shall be as set
out above for distribution purposes.

DATED at Toronto, Ontario, Canada this day of , 20

ERNST & YOUNG INC,, in its capacity as Receiver of
Hanfeng Evergreen Inc. and not in its personal capacity.

Per:

Encl.



SCHEDULE “D”

DISPUTE NOTICE

(All capitalized terms not otherwise defined will have the meanings ascribed to them in the [DATE] court order.)

Pursuant to the Claims Procedure Order dated [DATE], we hereby give you notice of our intention to
dispute the Notice of Revision or Disallowance bearing Reference Number and dated
20___issued by Emst & Young Inc. in its capacity as court appointed Receiver of Hanfeng
Evergreen Inc. in respect of our claim.

Name of Claimant:
Notice of Revision
or Disallowance Claim per Claimant
Claim per $ $

Reasons for Dispute (attach additional sheet and copies of all supporting documentation if necessary): __

Signature of Individual completing this claim Date
(Please print name)
Telephone Number: ( ) Facsimile Number:( )

Full Mailing Address:
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THIS FORM AND SUPPORTING DOCUMENTATION TO BE RETURNED BY PERSONAL
SERVICE, MAIL, FACSIMILE OR COURIER AND TO BE RECEIVED NO LATER THAN [DATE]}
TO:

Ernst & Young Inc. in its capacity as

Receiver of Hanfeng Evergreen Inc.

By mail to: By courier to:

Emst & Young Inc. Emst & Young Inc.

Atin: Robert Ferguson Attn: Robert Ferguson

222 Bay Street, P.O. 251 222 Bay Street, Suite 2100
Toronto, ON M5K 1J7, Canada Toronto, ON M5K 1J7, Canada
Or by facsimile transmission to: Or by email to:

416-943-3300 hanfeng.receiver@ca.ey.com
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Appendix “D”



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.

U
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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:

23;

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.

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

-



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:

v

Murray A. McDonald
President
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Share Transfor Agreemeﬁt
BAEAEH RS

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

WF (FA) : mEARXAERARAR

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

Mot AZEGFERE T

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

RUF (TH) : RATBRAEBRERLHFIRAH

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

kb B e LA A AR

Wheteas:

£T:
1. Hanfeng Slow-Release Fertilizer Co., Ltd. is a 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
RELRHAERERTRATR - RET EEEEMRIHARFSHAIR
SEAE (UUTHA “BFAE" ) .

M-S 230223100012253

BRI BRILAHETEHFARK
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SERBA: RERHE

., 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 registercd capital of the Target Company. Target Company is a
wholly-owned subsidiary of Party A.

FEREHABAR (UTR “FH" ) REMERAZEMHRTUFLNGR
BAMAR, REFAEHAEBAK, BFHA 37250000 £55, & EHFLAFE
M ARG 100%, BRADRTFHLEFA,

. 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.
RALGARBERLFRAE UTHh “2KF” ) FEVESEEMFAR
FEREARIELE.

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:
APLATERFHE, EF%. 9B, TAEENERE, —HAXTH
H K Ar0H #9 E AR 5 100 R BARSLB 2 A AE R T A/, WA A ik

BRI TFT—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 P EER LR EXRE X UTFAR AR,
1.1 Right of shares

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.

BA N BHFA AR BREER BRATBRERBURER T B R MR BRATEEMR
FHIBTH W R R XA

1.2 Date of sigtiing 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.
BHVRAFEHF ARG B, BUAEFZBREN, HHBRARFTAARA.
1.3 Registeted capital
i g i
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 authorities.
Fy 74> B BT BT A 3] SRR U A B S
1.4 Agreement Object
AR
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This refers to the 100% of the equity shares owned by Party A in the Target Company.,
I W 7 PR o B AR 31 100%4% .
1.5 Chinese law and regulations

P EEE BN

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 Forcign Investment Enterprise Law of the People’s Republic of
China,

FABPWEKEW (W AR B RAFHFRTHREZE, ZAPBFRARAFER
B B4 BTVRAT W RA SRR AR A ORE, AEURR AR X4, aEETRT

{PEARKMEATE) . (PRARKAWEARANL) , (PEAREMEIESLE) €.

1.6 Completion of transaction

X 5 5 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 Industry and Commerce are
legally transferred to Party B or its designated subsidiary.

FAEGRREVTIHTREFERRCHBRFANXEHNCARAERIFANL TR, A
& F 5 Mo

1.7 Transition Pedod

JLEW

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 BERARXFFAZBHA.
1.8 Hixfr#
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Creditand debt

AR P HFRANEFASINES, FTRFERAGEAPFES.
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

#2gk  BRRARKIE
2.1 Representations and warranties by Party A

7 P W] fu 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 IURE AR — A kYR &, SRR e 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 WL DM ETMR, PHRSEAREZFEREMPANERIE. FRRUE

R A A R IR R THEABANAE, AREBHEEFRTHL. K. 2
FEER., LEMRR T ORS8RI LA,
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, TR ETE SEMSZHETENBRIERXA, FF L FREN
FEHAFHAX SR BRAFG AL BRBLETEAFRALE, '&k.ﬁ@.ﬂ'ﬁﬂ‘l’ﬁ?ﬁﬂ:\
R, BARER, LN T B URRR DA RAL v

5/18




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 BARAFAE—RE, EEXHRER. BARBETAR B RUIRHER R AR FE

e APRERE, FHARRALEGELRABH LA AERAENE LN - FR, QEEF
BRFEHEFAEMAEEE, RAKRITS. OFXNXHERT AR ERHH.
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, EFH 5L A EAZE BARA TRAKH, B0 T HRH SR ST RIEH &

EREXRTENYFET, #8, BRRNLWHARMY, FERRIBEFET. RARERE
% 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,

FHRETABRETE, AL FREWERAANLHHN, CEETRTHHHKR.
EFZEWNR, AATHBCHR. BERREHLHE, 4E8,

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 and 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.
PAEZEZFERS.3.1, 3.3.3M0 3.3 4 £H AL BHIL MK (L3 205K WK

B) G, EFARAN ST HFRATHFFPPFARGARELE BT TREMS F LA
RSN RE LMY B 7 REULLTHE, 4 THRFLH N0 BIREE SARIE, SRR
ERARALHENNATHENSFAEEN, 2HL P AP THEEPERBTHHT
fr. RFHARET LRAGRKREFADH LS THRE. LFAREDLAHFEREIHRER
B, #BAERABRRLA 5 THELFHREDHRLHAT.

2.2 Reptesentations and watrantics by Party B
LI EPRRE

2.2.1 With regard to the registering the share {ransfer, 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.

AT BB, TARIERLFSERAENZ LD IARNNEE, FQANTF AL £4
9 PR G 2 o BB AR e L SR AR B M EE 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,

LHARYH TR A4 KM UURS, 27 RE RS ERAD N AR L4 L7 5.
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,

CHRAREXE, CHARBRRANGNERRB 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
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agreement, has relied solely on the results of its own independent investigation and the
representations and warranties in scction 2.1,

ZAMNFERRBELGRFRXHWLER Y, AR BAFE, BRYE #74 8 yak

F.BE, HF. ABRFPHFRABTTHINE, Z2ABRE NS RENR2 1 #H A
FE R RIE,
2.2.5 Following omnplcﬁon of the transaction, i’aﬂy 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, LHARERTSIXMTHREEMFE, Lfl. XERHBETHALTH,
HFLABRTFHERRLAXERAFALEHE, 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 TRE201445 4 31 BT E SRR FTH S0 5050,
AR ERE, URELHRRpAMIE, LEETRT.
2.2.6.1 Sustainable operation related risk caused by the aging equipment of the Target Company;
BHEADRELAFRNBEREERE,;
2.2.6.2 Bad debt related risk caused by the current debts and creditor’s rights of the Target Company;
B 472 S A FALG # 19R MeR R
2.2,6.3 Legal dispute related risk caused by employee severance of the Target Company;

B R4 8 R TR MG R ki 2 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 S B R TP LR AR B R T P AR

2.2.6.5 Tax source supervision risk;

HELERAR;
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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.
ERRFEILEZE L F RAEXM, HABIRFZEREATHEHAR;

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 FEH DR RSB 7 A b K 4 SO B R S RIS, P =, W B4R
HEER GRS SR

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;

PABRARERS ¢ SR EFAGEAFEENP, BFRAFFRPEE - L0 HERFE
1%, &A% . MARBEAB AR,

2.2.6,9 Other risks for the entity sale.

R FRFEAH AR,

Clause 3 Transfet of shares

BAR By $ ik
3.1 Agteement Object

HUARR

Subject to the terms of this agreement and conditional on obtaining shareholder 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 R A R BOF 7 R B ko R i AUAR Y 4 1 Ak B iR, B o B B T
By EARA B 100589 AT R H 2 BARH R P35 R4 AR M A7 A R R FAE.
3.2 Transfer price
ik '
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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.

EZFHAFAT 201445431 B (UTH“ERE”)) WHFREREFATRRA, £
VAR AL B Y 2. B CTART (AF: ARTFRCHMHETTE) , £ Sk
80%, B 1.984 RTXARTREFMWAT (BMAKLHFHARATAFHERIRTH KH#
RAWHLRAALCEZFFHRIKS, Lo ohakhh 20%, B 4960 A RT HANZ 7 FF
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 benehinark exchauge rate posied by the People’s Bank of China at ihe date of payment).

AP RETZHREMTHEB N, THRPAXMH SR 5% B 12,400,000 TARF
REMRT (FMARZEPEARRTAFGABLRITR) .
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 A FTRBMHK, PAREHRARES. WRLFRBEMABRAEH
RRZREX G, WARAREREE T 7 TEANIRFENS, FHARRYHAYRES.
3.3.3 Within ten business days of the date of approval for this transaction by the sharcholders 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 Chinag at the date of payment).
FHBRAR SRR RERMERKBBESB+ALHEBN, LHFRTFIXF LK

15%, H 37,200,000 FA RAREFMET (BRI PEARBTANWERTERIA) .
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.

XHRRETALTHEBEN, THMENTFEARATE 80%, B L 984 LTART RS

H#ET EARZOPEARRTAFHERLRIFH) , H 60% WART 1.488 ZTH
ReXMHEFHERIK,, 20% BHART 4960 75 76A A th PG MR 5 4 2k B 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-Represemaﬁons 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 aprees 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
guaraniee 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,

PARERB L FePEiNS (B 200 RERKE) B, & ﬁ'ﬁ:‘rﬁ:ﬁ-}%, B 2 IR 7 B
RIEFH 2 17 E T HHAM S T A UETHER T 7 HREH GRS RBES AL
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$ﬁﬁ%ﬁéﬂ$ﬁ§¥§%;#%ﬁ%ﬁ&ﬁﬁ&hﬁﬁ%?ﬁ%ﬁ&&##&&&&ﬁ%
ST FRTFHEERRA BT T, T A ESAEHKEDME B, 247 HRE
BT T 208894k K (4960 7 6) ERTFLA LT HRELSFWRED Wik G
28 RRABEEUARTHARALL XM ERRA, LERERFSHH LS THES, RERF
R SRR, R HWBAT P ET T 7 BRI 2.2.6 TUT A A b T 4R

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, PAEAFLARBAFFIRASL, RERBRFABRER
WX, EPHERWEAZRBETREXS . PHRET EDNEREH A FRER
st Bk, 77 ikaik.
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 agreemnent 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, FHRAASGRGNIREIEARXS, R % EANERLE
. MABR LW EFHEK, FHTREINLHEBDANERERLZ 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 AAZXHLAR O ATHEEN, FF

HABLARZFARALT ZRBHEATEFLHUL, HBAET R LY S WEAX
*.
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 FHRERKXRBHEILHLBEEXSZIR I BA, FHEH
HAENKRAL, 6B Z A Be PP BlakAlt, AR R R ALK A BAR AT L RIE,

1.4.5 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.

RAARERRTHFRELWERERERAETH 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.
BEZZUBTHRWEHMXH, K, THALERTHBYIFENRA BT 7RE,

Clause 4  Parties iphts and obligations after completion of transaction

X 5 R A7 BURI X S5 kiR

41 Befote completion of transaction

X8 ERW
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.

ELHXAET 7 &WEANKZE, BRLA™FFRIX S0 FHRE,

4.2 After completion of transaction

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

LHAXMRLBRRZE, BAAANFARAXS, SEFTMTASREEELET
HAHLMHARE, 2PHERMS. RRUG BT RE,

Clause 5 Transition Pedod

M

LFEPH XA SSHBARELRE, CHARARBEARHNEROTNENE RK. &
BeEROE, BFAGEEEREEEH L FARTH, ARtttk frElrL
W, PARE, BEREEADWERKZBMNE, BHFAAREN-—VEAPH OGox) B
STAESREM RN ELBEAME, BRAFREN-NEAEH (ox) HlwE
REAERARE. EAFEACEERRT -EH AL FREETHS, LBEATH> (HE,
R, P, AT, BB RREXY,: BREAHRK, RELEETSEPRBEROREX
fo: EAKTAXY: BREACAYLRARDY: FERAARLEARBNEYS; RIRET
AR B,

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 afier 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 3R

For all 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, PHELHNFTRGLBIS, QEETRTIY. oF. BRAF
WBERR. HHER. HERE. KRARFELWNR, FHELTOE XS RE, Bk
WHAAHBR B A ENRBHIER, €0 -FTEAATFREA.

6.2 Publicity ox promotion

MAAFREA

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 faw.

BHGOLHEMPATFRERRRBRE LS EN, RAZHANE—DE, KIESFH
AERSRA, FEMFARE, REF-FTRE, €A—FTREEPRERRELR
RIFULNETR., XF.

Clause 7 Breach of Agreement

HPE
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 agreement to be entered into between Party B and Mr, Xinduo Yu.

EM—FEERT AR RFATHEEAEN, RERLBXFE, ERBEHRE, BAX
FEFMAY, BHAERERE, RBERESLEN FELERHLBLFRA. BE,
WREXFEBEZE, LHEAFLPHILMK. EFFEMREGREH LB THER,
MFEMEREDRTHEA, RERFFRAEXSH, 27 RERRL T 5 THELSH
RAEHH b 51 9 0 A 306 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 TR AN, FEHFAREREAT XA EHL, SAEHH LML
B 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..

B9 27 B o 3 AT At ML S Ay BRARHE LK, FRBAR—RZH B AT ARk
i M E B 0. 0006%Hy 2y &, ERBTREH30 Bo, FHARMBRABVIFRFRELH
ZWEXMAHANREA, HFARAREMEEEENERASIWRGEEER .

Clause 8 Dispute Resolutdon
FUWAMR

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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EFEREFVN, RAHBHZR. WHTFR, E£ALFHAREEFATHEBAR
EEVRAR. XA EARER AR E R R,

Clause 9 Cthets

)
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 RIS TR BT B4 . BROBA R NAE, BRABRNY
HR#a.
9.2 Severability

48] i

If there are clauses 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 VRT I S AT TR ER ., HRNMRETR, FTHRLAERBA N,
HAFREEHK.

9.3 Entire Apreement
Vel iy se ek

This agreement contains all statements and agreements of both parties, and replaces all oral or
written stalements, warranties, understandings and agreements regarding the tenms under this
Apgreement made before the signing of this apreement. 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 g
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Guarantee Agreement

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

Tk
Party B: Xinduo Yu

57T

Wherecas:

1.

B SRS IRAT (BFHDUR) F 20144 8 A 8 BEAT (RA
A, RIEH-SRE, BB FTRFAA R A RAR (UTF
HBEFRAT" SMEH.

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.
ZHRWPABIR, FefELE B FA AR IREEREA

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

IR CRAUEAEERS) 38 3.2 e, BB0W BEA TS0k 20%, &)
4960 7 AR TRLEN 277 FF R AR ERBE P AWM, BIURER, €
TGS, HRREE 2.1.7 MBI R &R R (¥ 206K
MR &, "SPFRBTHENPHOENSNE, TR BR s
Z.77 34T AR TEIT KRR BUR B RATFR LA THE”, (Eh 2 it S g
BUBUR 5 G AR AE .

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 liquidation 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 Party 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 Agreement. The promissory note so assigned shall serve as
guarantee of performance and fund for Party B during his transition period.

. ZHEMNPHRED AR, RBFHAFKNESE, ZHHEFRAT

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

TR BRI,

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

and conditions set out in this Agreement.

ZH RSB UAR KRN (nREAREREAD, RRAESHK
BB 1) SR AR AN SR AR M AR VE AT IR R R A PSR, BIETEH: 12 4> A8
(R 1) WRBEIORMAH, WRE (RBEEHED WAL,
Parly B agrees and accepts the transfer of promiséory note (should it be agsigned)
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 pesformance of

the Share Transfer Agreement.
sk, JotRERBURRGTERRE B AR R B FRILE, BTN, &

R TR

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

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

following guarantee agreements:.

1%k IRIEESEAE, Z7FBEP TR B IR ATSNTE 12408,

EHIAR, PHRXAZHF AL EREHEFREOLE KRR
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SR, FEMZFEATE. O, LeTBEMTBARTH.

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.

Mok PAERNEERRM, SKZTEBFRATNRHEKRS, AUERIEF
AEBKRBRESE 3 KRANETHBEAR, SFHFER, LHAX
BEBE ARARNBERRARS, EERATNUFLMBUST, %T
HABIERHF - ELENGE, HBRARNKESH RN BRZE
HIEEAR T AT .

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  ZAREEE 12 MANBHA R AEE 4 BAR A TR WiRE
BRARTIREE, BRARERZOTRE, SEFRRT.

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 TXBHARSRAR th 49 BB R <

The risk that employee severance exceeds the agreed amount;

3.2 (R P 7O T SR BOAY SR A T4 L BB R 5 T RIS E

(3 ; :

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: BREFLERENRERML, BRATRERNB
BORME (‘TR W 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 HBBMRIBMIRE,
Risk related to the loss of control on the transaction tax and expense;

3.6 IR TG E: e A B AG R
Risk that the accounts receivable could not be collected in due time;

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

3.8 WABRARENS S SH B RA LU EENE ., B2 7 M
EEE MR RR . BRAUS, ARSRE IR,
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 BRATZEURRAIEFENRER D, FORMER, HHEE
TP A BN 5| R A A R 4 43 U
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; v
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a2 12 A HILBONR, ZHRETSRIE ARV 23 ik
W R A AR AR S HEATAE AT A AL ] ‘E-!.?‘&{E?Flﬁ-fiﬁt‘ 5L
AR 1o 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: Wamanties by Party A

5.0 EZH WA N RE BFRAT 12 0 H B0 B e R A s 3

FAIZP 4 REUEMIRT, ZHHADRTROEALBIAHE TR,
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 2.5 RA UM B BARA R 12 A MM B 5 A tIUH 3 &
3 4 FARERREMRBHALL T ZHRT, FHRWEZS 21481
BeIWE 7 D LAER A, ASREARERRITIER (REHIREY AXAMEUAR
My NEFELA AR T
On 1he 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 MRAZTTRELZMSTRIE 3 FMHE 4 KL, I B LA PTTHER
FEFIIRR, HARMTREEALA T 277, PR R S/ Inpki
RAARG GRRARISIBERRID, HEZH 12 P ASEWNE 74 THEAR,
BPREIEMT GRIEGHRE) MIMEXNA LT < .

In case Party B fails to fulfill his guarantees under Article 3 and Article 4, and hence
5/8



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 MZIF AR AEIEMRA MR 7 B IR A B 4T 12 4~ 7, FFE e

Hi AR %, BFREMBRBHILAT 207, FHEARMNRENREL
WP IR IR S CRE RSB R, HEZH 12 MATME 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 maxirmum amount not exceeding the Guarantee
Amount) from the promissory note, and will pay any amount remaining 1o 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 ZI7 RAEET TR 3 KM 4 FONEY, FEEBLA R FER
EfH %, BmAURENRER AT 2%, RABERARNTRBLE RN
BRARBE SR (R AR R R, HEZ K 1240 A L BIE 7 M TR
M, BRSO CREMRE) XA IMAETH:

In case Party B fails to fulfill his guarantces 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 rclevant terms regulated in the

“Promissory Note”.
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63 M RADNAE, ZHARLELHURT, AFRILUNE
AR EWETIATRLT (IMRREREH 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.

H{1% FHHERAS SRR

Article 7: Applicable Law and Dispute Resolution

7.0 AWMTIE. 200 BE. B BT, SbfakiniEns

AHRA R P WIS, BRPE (PaFEPeARCNRETE. QIRT
BR 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).

7.2 REATABBITRERERS AW E RO —DHN, RIypL@E—
RIFFT R, R, EA— AR i A BRI E HoRiT
BRI P RN RIEEBVFAR SR
All disputes arising from the execution of, or in connection with, this Agreement shall
be settled through amiable negotiation. Tn case no scitlement 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 EFRNED, WFARPY PR RIFL AT FREEHTY, W
RGBT .

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

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

B8R  AVNSNHETRBEEEN, HEERDUON FIEGRKT BN M2
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
7/8



the payment is settled.

Bo% AERSE, B THE A REREWHEERA .

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

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

(BAFEIE3D

(no text hereinafter)

BR Jly 7 B «
Seal of Party A
BRARET:

Signamreoftheautho ‘eprestntift

RAENSEF+

Signature of Witness: MW/%
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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 e

Murray A. McPonald
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. C43, 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 (ii) 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
WEFOE, 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.  1understand 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. [ 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",

6285664 v1



. 1

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 JV 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.  I[understand 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.  Iunderstand 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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(@) Imadequate 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
potenl:iai 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 Comumittee 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,
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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 Heilongjiang 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 Jonathag Pollack
[T Y ——
Province of Ordar'o, whils a SludantatLaw,
Exire At 1,247,
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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.
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. 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.

e 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 HLU"), 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 7% 5 (& 25 1 6 8 2 5 7 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.

F55 Consulting {China) Limited
Unit 2101-04, Central Plaza | 227 Huangpi (N) Road | Shanghai 200003 | P.R. China
ualg] =5 P LS 227 T[T 4 210104 st iR 200003
+86 21 5108 B002 telephone i1l | +86 21 6352 3616 fax [£1 | 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 HL'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);

i) 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 UsS$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 HL. 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:
US5250 per day for China for authorized travels

USS300 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

L¥]

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.



