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INTRODUCTION

1. Hanfeng Evergreen Inc. (“Hanfeng” or the “Company”) was a holding company for certain

entities that were incorporated and, at the relevant times, operated in China. By mid-August

2014, Hanfeng’s principal remaining un-monetized asset was all the issued and outstanding

shares (the “Shares”) of Hanfeng Slow-Release Fertilizer Co., Ltd., the Company’s wholly

owned subsidiary in China (the “Chinese Subsidiary”).

2. On August 20, 2014, following an application by Hanfeng, the Ontario Superior Court of

Justice (the “Court”) issued an order (the “Approval Order”) approving a share transfer

agreement dated August 8, 2014 (the “Share Transfer Agreement”) and the transaction

contemplated therein (the “Share Transfer Transaction”). The Approval Order provided

for vesting of all of the Shares in Heilongjiang Pengcheng Fertilizer Co. Ltd., as purchaser,

upon the completion of the Share Transfer Transaction.

3. Pursuant to an order issued by this Court on August 20, 2014, Ernst & Young Inc. (“EYI”)

was appointed as receiver and manager (the “Receiver”) of the assets, undertakings and

properties of Hanfeng, pursuant to section 101 of the Courts of Justice Act, R.S.O. 1990, c.

C.43, as amended.

4. The primary purpose of the receivership proceedings (the “Receivership Proceedings”) was

to complete the Share Transfer Transaction and effect a distribution of the proceeds thereof.
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5. As described in prior reports of the Receiver, during the course of attempting to advance the

Share Transfer Transaction, the Receiver uncovered serious concerns over the identity of the

purported purchaser, Harbin Pengcheng Fertilizer Co. Ltd. (“New Pengcheng”), that was

engaged under the Share Transfer Transaction, as well as its ability and desire to close the

Share Transfer Transaction.

6. In the meantime, the Receiver obtained information indicating financial irregularities of the

Chinese Subsidiary, including concealed indebtedness, undisclosed lawsuits and

enforcement actions by local banks against the Chinese Subsidiary, as described further

herein.

7. Also as described in prior reports of the Receiver, the Receiver was unable to complete the

Share Transfer Transaction due to the actions of New Pengcheng.

8. In August 2015, New Pengcheng commenced litigation in China against Hanfeng and EYI,

among others (the “Chinese Litigation”), alleging that Hanfeng breached the Share Transfer

Agreement and demanding a refund of a deposit of RMB 12.4 million (approximately

CAN$2.48 million; the “Deposit”) paid to the Receiver in August 2014.

9. As described further herein, the Chinese Litigation process took nearly six years and was

ultimately concluded in favour of Hanfeng and EYI.

10. The Receiver’s Fourth Report dated April 4, 2017, Fifth Report dated July 11, 2017 (the

“Fifth Report”), and the Sixth Report dated May 18, 2021 (the “Sixth Report”), all without

appendices, are attached hereto as Appendices “A”, “B” and “C”, respectively. These

reports provide greater details about the concerning information uncovered by the Receiver.

PURPOSE

11. The purpose of this seventh report of the Receiver (the “Seventh Report”) is to report to the

Court on:

the outcome of the Claims Process (as described and defined below), including the

resolution and settlement of certain claims;
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the current status of the estate administration, including a summary of the receipts

and disbursements;

the estimated recovery for the Accepted Claims (as defined and discussed below)

and shareholders;

approving the proposed distributions to holders of the Accepted Claims (as defined

below) and certain shareholders (as discussed below);

authorizing the TSX Trust Company and any of its affiliates, successors and assigns,

as applicable, to facilitate and implement distributions to certain shareholders;

approving the Seventh Report and Sixth Report, and the activities of the Receiver

described therein;

approving the fees and disbursements of the Receiver and its counsel, including the

estimated fees and disbursements of the Receiver and its counsel through to the date

of the Receiver’s discharge;

terminating these proceedings and discharging the Receiver; and

granting a release in favour of the Receiver and its counsel.

TERMS OF REFERENCE

12. In preparing the Seventh Report and making the comments herein, the Receiver has been

provided with, and has relied upon, certain unaudited, draft and/or internal financial

information, prepared from the Company’s books and records, discussions with former

employees of the Company and information from other third-party sources (collectively, the

“Information”). Except as described in the Seventh Report:

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
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the Receiver has prepared the Seventh 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 copies of the Sixth Report and the prior reports available on the

Receiver’s case website at www.ey.com/ca/hanfeng.

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

stated.

BACKGROUND INFORMATION

Chinese Subsidiary
14. Hanfeng, through its wholly owned subsidiaries, was a developer and producer of value-

added fertilizers in China. Hanfeng is incorporated under the laws of Ontario with its

registered head office in Toronto.

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

entities that were incorporated in and, at the relevant times, operating in China. By mid-

August 2014, the Company’s principal remaining un-monetized asset was all the issued and

outstanding shares of the Chinese Subsidiary (i.e., the Shares).

16. The Chinese Subsidiary was managed by Xinduo Yu and a team of individuals designated

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

way of Mr. Yu’s delegation of authority (as legal representative of the Chinese Subsidiary),

controlled the Chinese Subsidiary’s business licence, bank accounts and other corporate

details.

Share Transfer Transaction
17. As noted above, the Approval Order authorized the Receiver to sell the Shares. As described

in greater detail in the prior reports of the Receiver to the Court, immediately prior to the

execution of the Share Transfer Agreement, the name of the counterparty to the Share

Transfer Transaction was changed from “Heilongjian Pengcheng Fertilizer Co. Ltd.” (“HLJ

Pengcheng”) to the Chinese language translation of “Harbin Pengcheng Fertilizer Co. Ltd.”

(i.e., New Pengcheng).
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18. HLJ Pengcheng is a well-established company active in the Chinese province of

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

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

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

19. The Receiver attempted to close the Share Transfer Transaction but was not successful, due

in part to the actions of New Pengcheng and Mr. Yu. In light of New Pengcheng’s continued

failure to meet its contractual obligations, the Receiver concluded that New Pengcheng did

not have the financial wherewithal or desire to close the Share Transfer Transaction.

Litigation in China re: Deposit

20. On or about August 3, 2015, New Pengcheng commenced an action in the Intermediate

People’s Court of Harbin City (the “Harbin City Court”) against Hanfeng, the Chinese

Subsidiary, Mr. Yu and EYI in its personal capacity and sought to terminate the Share

Transfer Agreement and cause the return of the Deposit.

21. On February 15, 2017, the Harbin City Court released a decision (backdated to December

29, 2016) granting certain relief sought by New Pengcheng. On March 20, 2017, the Receiver

commenced an appeal to the Heilongjiang Province Superior Court (the “Provincial

Court”). The Provincial Court rendered its decision dated September 18, 2017 (the

“Provincial Court Judgement”), which granted the Receiver’s appeal and overturned

certain parts of the Harbin City Court’s decision.

22. New Pengcheng refused to accept the Provincial Court Judgement and applied for a retrial to

the Supreme People’s Court of China (the “Supreme Court”). In December 2017, the

Supreme Court denied the application brought by New Pengcheng for retrial.

23. On February 12, 2018, counsel to New Pengcheng advised that New Pengcheng had applied

for trial supervision (the “Protest Application”) to the Supreme People’s Procuratorate in

China (the “Supreme Procuratorate”). On or about May 7, 2018, after repeated inquires by

the Receiver, New Pengcheng’s counsel corrected its previous statement and advised that the

Protest Application was in fact filed with the Provincial Procuratorate of Heilongjiang

Province (the “Provincial Procuratorate”) and not with the Supreme Procuratorate.
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24. The Provincial Procuratorate issued a decision dated August 28, 2019, dismissing the Protest

Application (the “Provincial Procuratorate’s Decision”).

25. In October 2019, counsel to New Pengcheng advised the Receiver and this Court that New

Pengcheng had appealed the Provincial Procuratorate’s Decision to the Supreme

Procuratorate.

26. In April 2021, the Receiver’s Chinese counsel obtained the decision of the Supreme

Procuratorate rendered on February 17, 2020, which rejected New Pengcheng’s appeal and

upheld the Provincial Procuratorate’s Decision.

27. The Supreme Procuratorate’s decision represents the conclusion of the Chinese Litigation in

favour of Hanfeng and the Receiver, confirming Hanfeng’s entitlement to retain the Deposit

according to Chinese law.

Investigations re: Chinese Subsidiary’s Administration
28. During the process to investigate New Pengcheng, the Receiver also uncovered evidence of

concealed loans, legal actions and other information that led to mounting concerns over the

state of the Chinese Subsidiary, the potential linkage between Mr. Yu and New Pengcheng,

as well as Mr. Yu’s role in the entire transaction.

29. The Receiver, with assistance of Chinese counsel and advisors, investigated the financial

affairs of the Chinese Subsidiary. These investigations uncovered substantial financial

irregularities that were unknown at the outset of these receivership proceedings. They

included concealed bank loans and legal proceedings initiated by the lenders against the

Chinese Subsidiary, which potentially had a significant negative impact on the net realizable

value of the Chinese Subsidiary and its assets.

30. The Receiver made significant efforts to collect information from local management.

However, the information provided by local management proved untrustworthy and

inconsistent with other data received by the Receiver. Despite numerous inquiries made by

the Receiver and its advisors, local management failed to provide credible explanations

regarding these discrepancies. In or around August 2015, local management stopped

providing information to the Receiver.
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31. The Receiver, with the assistance of its Chinese counsel and advisors, made attempts to assert

control over and gain access to the Chinese Subsidiary. During this process, the Receiver and

the Receiver’s Chinese counsel engaged with the local courts, government agencies and

banks to access information and assert Hanfeng’s shareholder rights.

32. The Receiver, with the assistance of its Chinese counsel and advisors, endeavoured to

reorganize the three-member board of the Chinese Subsidiary. In or around August 2015, the

Receiver appointed its Chinese counsel, Mr. Liu Guan, to a vacant seat on the board that was

previously held by a director who had passed away. Mr. Yu and the general manager of the

Chinese Subsidiary continued to serve as the other two directors. However, the Receiver was

unable to appoint a second director (which would be required to gain control of the board)

due to non-cooperation from local management and challenges related to the regulatory

process in China. As a result, the Receiver was unable to make any meaningful progress in

controlling the Chinese Subsidiary or accessing the Chinese Subsidiary.

33. Among other efforts, the Receiver attempted to obtain a local court order to assist with

enforcing the shareholder rights on behalf of Hanfeng; however, the Harbin City Court

advised that it was not prepared to hear the Receiver’s submission.

34. The Receiver suspended these activities pending the outcome of the Chinese Litigation.

35. At the time of this Seventh Report, it is challenging, if not impossible, to determine whether

any recovery from the Chinese Subsidiary is feasible without investing substantial additional

time, effort, and funding. The Receiver lacks the necessary resources to make such an

investment.

Other Litigation
36. The Receiver commenced actions against Mr. Yu and his spouse, Lei Li, in the Ontario

Superior Court of Justice (Toronto) for relief including damages for breaches of fiduciary

duties and fraudulent misrepresentation (the “Yu and Li Actions”). As described in more

detail at paragraph 44 below, the Yu and Li Actions were resolved as part of the Yu

Settlement (as defined below).
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THE CLAIMS PROCESS

37. 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 “D”.

38. The Claims Process:

established a process to allow all parties with a claim or an alleged claim to advance

their claims;

permitted such claims to be processed and adjudicated efficiently; and

allowed the Receiver to address such alleged claims prior to any distribution of the

remaining proceeds to Hanfeng’s shareholders.

39. Pursuant to the Claims Procedure Order, the Receiver placed newspaper ads in the Globe and

Mail (national edition), the National Post (national edition), and a local newspaper in China

in September 2014 in respect of the Claims Process.

40. The Receiver mailed a claims package to all known creditors (which creditors were

determined based on Hanfeng’s financial records) and to people who requested it.

41. As a result of the Claims Process:

the Receiver received 17 claims (the “Claims”) with a total face value of $4,307,663

prior to the Claims Bar Date (i.e., 5:00 p.m. Eastern Time on November 10, 2014).

After reviewing these 17 Claims, the Receiver issued 13 Notices of Revision or

Disallowance (“NORDs”) pursuant to the Claims Procedure Order. Out of these,

10 NORDs were disputed by the respective claimants (the “Disputed Claims”).

the Receiver received one late claim of $173.32 (the “Late Claim”) after the Claims

Bar Date. The Receiver disallowed the Late Claim in accordance with the Claims

Procedure Order.

the Receiver received 61 claims related to shareholder rights with a total face value

of $11,944,533 (the “Equity Claims”). The Receiver sent letters to each person
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who submitted Equity Claims acknowledging receipt of their Equity Claim, but the

Receiver did not (and has not yet) accepted, revised, or dismissed any Equity

Claims.

42. The Claims Procedure Order provides that, in case of a disputed claim, the Receiver may

attempt to consensually resolve any disputed claims with the claimants or schedule a motion

for the purpose of resolving such claims. The Receiver paused work relating to the resolution

of the Disputed Claims after the Share Transfer Transaction was stalled and the Chinese

Litigation was initiated (which brought into question Hanfeng’s entitlement to the Deposit,

which represented all of the funds left in Hanfeng’s estate).

43. After the Chinese Litigation resulted in, among other things, Hanfeng’s entitlement to the

Deposit being affirmed, the Receiver, with the assistance of its counsel, reviewed, accepted,

resolved or disallowed non-Equity Claims. As part of this process, the Receiver entered into

settlement agreements with multiple claimants.

44. Among others, the Receiver entered into a settlement agreement with Mr. Yu and his spouse,

Mrs. Li, with respect to claims that they filed in the Claims Process. As part of the settlement,

Mr Yu and Mrs. Li agreed to (a) irrevocably withdraw the claims they filed against Hanfeng;

(b) not make any further claims in respect of their ownership of shares of Hanfeng; and (c)

waive any and all rights to recovery and distribution in respect of same. In exchange, the

Receiver agreed to dismiss the Yu and Li Actions, and the parties agreed to a mutual release

of any and all claims related to Hanfeng (the “Yu Settlement”).

45. At the time of this Seventh Report, the Receiver has resolved all of the Disputed Claims. The

following is a summary of the claims received in the Claims Process and the outcome of the

Receiver’s review and resolution of same:

Claims as Filed Results

- 17 Claims in the amount of

$4,307,662.68

- 11 Claims have been accepted or

settled for a total amount of

$456,191.32 (the “Accepted

Claims”)

- Six claims have been disallowed



- 10 -

- One Late Claims of $173.32 - Disallowed

46. The Receiver developed and maintained a claims register setting out the all the proofs of

claim received.

ESTATE ADMINISTRATION

Receiver’s Activities
47. In addition to the activities described above in respect of Hanfeng and the Chinese Litigation,

the Receiver’s activities since the last Court approval include:

responding to inquiries from creditors, shareholders and other stakeholders;

preparing tax filings; and

submitting notices and statements pursuant to Subsection 246 (2) of the Bankruptcy

and Insolvency Act to the Office of Superintendent of Bankruptcy regarding the

state of the estate administration.

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

Receivership Proceedings since the Fifth Report were prudent, reasonable and not arbitrary.

They were all necessary and undertaken in good faith pursuant to the Receiver’s duties and

powers and in the best interests of Hanfeng and its stakeholders generally. Accordingly, the

Receiver is requesting approval of the Sixth Report, this Seventh Report and the activities of

the Receiver described herein.

49. Over the course of the Receivership Proceedings, the Receiver has periodically sought and

obtained Court’s approval for its reports, conduct and activities. This Court has approved all

the reports of the Receiver prior to the Sixth Report, and the Receiver’s conduct and activities

described therein through July 11, 2017.

Summary of Receipts and Disbursements
50. Appendix “R” of the Fifth Report provides a summary of the Receiver’s receipts and

disbursements from the commencement of the receivership (i.e., August 20, 2014) until May

31, 2017. Attached hereto as Appendix “E” is the Receiver’s statement of receipts and
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disbursements from June 1, 2017 to July 28, 2024. As of the time of this Seventh Report, the

Receiver holds funds in the amount of approximately CAD$1,780,850 and USD$315 before

accounting for unpaid and accrued fees and disbursements of the Receiver and its counsel.

FEES AND DISBURSEMENTS OF THE RECEIVER AND ITS COUNSEL

51. The Receiver and its counsel, Stikeman Elliott LLP (“Stikeman Elliott”) maintained records

of their professional time and costs. On this motion, the Receiver is seeking approval of:

its fees and disbursements for the period of April 29, 2017, to June 30, 2024; and

the fees and disbursements for Stikeman Elliott for the period of May 6, 2017, to

July 18, 2024.

On November 30, 2017, this Court approved the fees and disbursements of (a) the Receiver

up to and including April 28, 2017; and (b) Stikeman Elliott up to and including May 5, 2017.

A copy of Myers J.’s decision approving these fees and disbursements is attached hereto as

Appendix “F”.

The fees and disbursements of the Receiver for the period of April 29, 2017 to June 30

2024 total $246,804.17, including fees in the amount of $217,200.00, disbursements in the

amount of $1,210.77, and HST in the amount of $28,393.40, as more particularly described

in the Affidavit of Allen Yao affirmed , 2024 (the “Yao Affidavit”), a copy of

which is attached hereto as Appendix “G”.

The fees and disbursements of Stikeman Elliott from May 6, 2017, to July 18, 2024 total

$526,892.63, including fees in the amount of $456,178.95, disbursements in the amount of

$10,116.10, and HST in the amount of $60,597.58, as more particularly described in the

Affidavit of Brian Pukier affirmed July , 2024 (the “Pukier Affidavit”), a copy of which

is attached hereto as Appendix “H”.

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

and Stikeman Elliott, as set out in the Yao Affidavit and Pukier Affidavit, respectively

(together, the “Fee Affidavits”), are reasonable in the circumstances and have been validly

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

disbursements of the Receiver and as set out in the Fee Affidavits.

56. In addition to the Receiver’s fees and disbursements described above, the Receiver estimates

that it will incur additional fees and disbursements in the amount of $50,000 to arrange and

make distributions in respect of the Accepted Claims and to the remaining shareholders and

to complete the administration of these Receivership Proceedings up to the date of its

discharge.

57. In addition to Stikeman Elliott’s fees and disbursements described above, Stikeman Elliott

estimates that it will incur additional fees and disbursements in the amount of $50,000 up to

the date of the Receiver’s discharge.

58. If the actual fees and disbursements are below the estimates, the Receiver will include any

surplus funds in the proposed distribution to shareholders, as described further below.

59. The Receiver submits that these remaining fees and disbursements are reasonable in the

circumstances and will be validly incurred in accordance with the provisions of the Orders

issued in the Receivership Proceedings.

PROPOSED DISTRIBUTIONS

60. The following is an estimated recovery for creditors and shareholders, subject to the court’s

approval of the fees and disbursements of the Receiver and its counsel, including the

proposed fees and disbursements to complete the administration of the Receivership

Proceedings:

the Accepted Claims are projected to receive 100% of their accepted value; and

an estimated surplus of approximately $458,702 is estimated to be available for

distribution among remaining shareholders. As part of the Yu Settlement, Mr. Yu

and Mrs. Li will not receive any distribution on their shareholdings.
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61. In accordance with the Claims Procedure Order, holders of the Accepted Claims will not

recover any interest or penalties that would otherwise accrue after August 20, 2014 (i.e., the

date of the receivership).

62. Subject to Court approval, the Receiver plans to distribute funds to the claimants of the

Accepted Claims via cheques. The Receiver will notify the claimants of the distribution

through phone, email or mail based on available contact information. If any cheques remain

uncashed after a period six months, these funds will be included to the pool of funds for

distribution to shareholders.

63. TSX Trust Company previously served as the transfer agent for the shareholders of Hanfeng

and has access to the latest shareholder registry. The Receiver intends to work with the TSX

Trust Company to implement the distribution of the remaining funds to the shareholders. The

proposed Order authorizes TSX Trust Company to (a) facilitate and implement the

distribution of the remaining funds to the shareholders; and (b) disclose personal information

of identifiable individuals to the Receiver and its advisors and any other third party

authorized by the Receiver to the extent required by make distributions to shareholders. The

Receiver believes that these authorizations are necessary to ensure TSX Trust Company is

willing to work with the Receiver to make these distributions to shareholders.

TERMINATION AND DISCHARGE OF THE RECEIVER

64. Subject to the Court’s approval, upon completing the administration of these Receivership

Proceedings, the Receiver intends to serve upon the service list a certificate (the “Receiver’s

Estimate ($CAD)

Cash Balance as of July 22, 2024 1,788,432$

Unpaid invoices
EY (April 29, 2017 to June 30, 2024) 246,646
Stikeman (May 6, 2017 to July 18, 2024) 526,892

Less: estimated costs (incl. HST) through completion
Receiver and legal counsel 100,000
TSX distribution cost 10,000

Available Funds 904,894$

Accepted Creditors' Claims 456,191

Estimated Recovery Available to Shareholders 448,702$
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Termination Certificate”), substantially in the form attached as Appendix “I”, certifying

that all remaining tasks have been completed.

65. The proposed Order provides that, upon serving the Receiver’s Termination Certificate on

the service list, these Receivership Proceedings shall be terminated (the “Termination

Time”).

66. Upon service of the Receiver’s Termination Certificate, the Receiver will be discharged from

its duties as the Receiver, but will continue to have the benefit of any of the rights, approvals,

releases and protections in favour of the Receiver under the various Orders granted in these

proceedings and at law following the Termination Time, including in connection with any

other actions taken by the Receiver following the Termination Time with respect to Hanfeng

or these proceedings.

CONCLUSION AND RECOMMENDATION

67. Based on the foregoing, the Receiver respectively recommends that this Court grant the

requested Order:

approving the proposed distributions to holders of the Accepted Claims and certain

shareholders;

authorizing the TSX Trust Company and any of its affiliates, successors and assigns,

as applicable, to facilitate and implement distributions to certain shareholders;

approving the Sixth Report and this Seventh Report, and the activities of the

Receiver described therein;

approving the fees and disbursements of the Receiver and its counsel, including the

estimated fees and disbursements of the Receiver and its counsel through to the date

of the Receiver’s discharge;

authorizing the Receiver to terminate these proceedings by filing the Receiver’s

Termination Certificate at the Termination Time, thereby discharging the Receiver;

and

granting a release in favour of the Receiver and its counsel.
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All of which is respectfully submitted this 1st day of August, 2024.

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

Per:

Brent Beekenkamp
Senior Vice President

Allen Yao
Senior Vice President
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