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Maple Leaf Reforestation Inc.
Condensed Interim Consolidated Financial Statements
For the three months ended March 31, 2012

Notice of no auditor review of the condensed intem consolidated financial statements

Under National Instrument 51-102, Part 4, subsection #&)3if an auditor has not performed a
review of the interim financial statements, they must beoagzanied by a notice indicating that the
financial statements have not been reviewed byudiia.

The accompanying un-audited interim financial statemehthe Company have been prepared by and
are the responsibility of the Company’s management.

The Company’s independent auditor has not perforaneliew of these financial statements in
accordance with standards established by the Caméaiititute of Chartered Accountants for a review
of interim financial statements by an entity’s dadi



MAPLE LEAF REFORESTATION INC.
Consolidated Statement of Financial Position
[Expressed in Canadian dollars]

As at As at
March 31, December 31,
2012 2011
Note $ $
ASSETS
Current assets
Cash and cash equivalents 13 36,860 22,484
Receivable and prepaids 4 81,488 62,489
Inventories 6 149,974 146,236
Prepaid lease payment, current portion 5 2,762 2,816
Biological assets 6 848,355 597,142
1,119,439 831,167
Non-current assets
Property, plant and equipment 7 1,139,705 1,206,191
Prepaid lease payment, non-current portion 5 75,401 77,593
Deferred charges - -
1,215,106 1,283,784
Total assets 2,334,545 2,114,951
LIABILITIES AND EQUITY
Current liabilities
Trade and other payables 423,246 479,458
Short term loans 8 71,221 69,553
Convertible debentures 9 31,274 26,152
Deferred income 75,835 43,979
Deposits 10,433 9,576
612,009 628,718
Non-current liabilities
Convertible debentures 9 94,726 94,726
Total liabilities 706,735 723,444
Equity
Issued capital 10 8,519,314 8,344,136
Deficit (11,435,492) (11,361,515)
Other reserves 4,543,988 4,408,886
Total equity 1,627,810 1,391,507
Total liabilities and equity 2,334,545 2,114,951
Commitments (Note 17)
Contingency (Note 18)
APPROVED BY BOARD
(signed) Raymond Lai (signed) Jeff Kong
Director Director

The accompanying notes are an integral part oétfieancial statements



MAPLE LEAF REFORESTATION INC.
Consolidated Statements of Loss and Comprehensiless

For the three months ended
[Expressed in Canadian dollars]

March 31, April 30,
2012 2011
Notes $ $
Continuing Operations
Revenue 29,185 41,520
Cost of sales (20,943) (56,827)
Change in biological assets 6 69,867 (91,208)
78,109 (106,515)
Writedown of accounts payable 10,180
Selling and administrative expenses 15 (162,266) (308,148)
Write down of biological assets 6 - (240,909)
Operating loss (73,977) (655,572)
Unrealized exchange differences on translatioroifin
operations 125,248 (65,131)
Other comprehensive income (loss) for the period,at of tax 125,248 (65,131)
Total comprehensive income (loss) for the period,at of tax 51,271 (720,703)
Attributable to:
Equity holders of the parent 51,271 (720,703)
Profit (loss) per share, attributable to
equity holders of the parent
- Basic and diluted, for (loss) profit frorartinuing operations 0.00 (0.01)
Loss per share for continuing operations, attributdle
to equity holders of the parent
- Basic and diluted, for (loss) profit frorartinuing operations (0.00) (0.01)
Profit (loss) per share for discontinued operationsattributable
to equity holders of the parent
- Basic and diluted, for (loss) profit frorsdontinued operations 0.00 0.00
Weighted average number of shares outstanding - basand diluted 82,285,085 80,310,415

The accompanying notes are an integral part ottfieancial statements



At January 1, 2012
Loss for the period

Other comprehensive income
Total comprehensive incom

Share-based payment transactions

Private placement, net of share issuance costs
At March 31, 201:

At February 1, 2011
Loss for the period

Other comprehensive income
Total comprehensive incom

Share-based payment transactions

Private placement, net of share issuance costs
At April 30, 2011

MAPLE LEAF REFORESTATION INC.
Consolidated Statements of Changes in Equity
[Expressed in Canadian dollars]

Foreign
Share currency
Number Issued Contributed Subscription translation allot
Note of shares capital surplus Received reserve Deficit uiteq
$ $ $ $ $ $
80,682,875 8,344,136 4,509,888 - (101,002) (11,361,515) 1,391,507
- - - - - (73,977) (73,977)
- - - - 125,248 - 125,248
80,682,87 8,344,131 4,509,88! - 24,24¢ (11,435,492 1,442,77:
10 903,552 45,178 9,854 - - - 55,032
10 00.2®0 130,000 - - - 130,000
84,186,42 8,519,31 4,519,74. - 24,24¢ (11,435,492 1,627,81
Foreign
Share currency
Numbe Issuel Contributed Subscriptior translatiol Total
Note of shares capital surplus Received reserve Deficit uiteq
$ $ $ $ $ $
72,458,502 7,700,711 4,424,761 10,000 (201,967) (10,285,352) 1,648,153
- - - - - (655,572) (655,572)
- - - - (65,131) - (65,131)
72,458,50 7,700,71 4,424,76 10,00( (267,098 (10,940,924 927,45(
10 578,785 57,879 9,565 - - - 67,444
10 45,583 585,546 - (10,000) - - 575,546
80,682,87 8,344,13 4,434,321 - (267,098 (10,940,924 1,570,441

The accompanying notes are an integral part oetfierancial statements



MAPLE LEAF REFORESTATION INC.
Consolidated Statements of Cash Flows
For the three months ended

[Expressed in Canadian dollars]

March 31, April 30,
2012 2011
Notes $ $
OPERATING ACTIVITIES
Loss before tax from continuing operations $ (73,977) (655,572)
Loss before tax (73,977) (655,572)
Items not affecting cash:
Depreciation and amortization 15 21,980 20,496
Accretion on convertible debentures 5,122 5,121
Biological asset write-down 6 - (240,909)
Change in biological asset 6 (69,867) 91,208
Unrealized foreign exchange loss 179,443 198,467
Share-based compensation 15 10,604 35,698
73,305 (545,491)
Non-cash working capital adjustments:
Decrease (increase) in trade receivables and prepdy (19,916) 22,871
Decrease (increase) in inventories (18,159) (16,768)
Inventories reclassified to biological assets (181,346) 321,625
Amount due from (to) related parties - (69,317)
Increase (decrease) in deferred income 33,290 -
Deposits 857 -
Increase in trade and other payables (51,259) 11,052
Cash flow used in operating activities (163,228) (276,028)
INVESTING ACTIVITIES
Increase in land lease 758 -
Purchase of property, plant and equipment - (1,318)
Net cash flows used in investing activities 758 (1,318)
FINANCING ACTIVITIES
Shares issued, net of share issuances costs 175,178 585,546
Share subscriptions - (10,000)
Payment (repayment) of short term loan 1,668 (72,151)
Net cash flows used in financing activities 176,846 503,395
Net increase in cash and cash equivalents 14,376 226,049
Cash and cash equivalents, beginning of period 22,484 48,766
Cash and cash equivalents, end of period $ 36,860 274,815

The accompanying notes are an integral part ottfieancial statements



Maple Leaf Reforestation Inc.
Notes to Consolidated Financial Statements
For the Three Months Ended March 31, 2012 and ApriB0, 2011

(Expressed in Canadian dollars, unless otherwiseated)

1. Nature of Operations, Seasonality of Operations, @ng Concern and Discontinued Operations

Maple Leaf Reforestation Inc. (formerly called "Maple Ledéirsery Inc.), a development stage company, along withutssigiary companies and
special purpose entities (collectively the "Company"elgaged in the acquisition, development, and operatioefofestation projects in the People's
Republic of China ("China"). The Company currently opesagreenhouse operation to grow tree seedlings in Inner Miarig China. The Company
is incorporated in Canada

The Company is a publicly traded company listed on the TSXtwenExchange under the ticker symbol "MPE.V". The primaffice is located at
2916B - 19 Street N.E., Calgary, Alberta,

The consolidated interim financial statements vegneroved by the Board of Directors of the Compamyssue on May 30, 2011.

The Company has not yet generated significant revenue fi®wperations and has incurred recurring losses sincetionepManagement recognizes
that the ability of the Company to carry out its planned besgobligations depends on its ability to raise adequadading from shareholders and other
investors, and achieving its profitable operations in titere. If the Company is not able to raise additional fundere would be significant doubt that
the Company is able to continue as a going concern and thatapewould be required to be curtailed. There is no asserérat the Company will be
able to obtain adequate financing. The Company is in thegssoof obtaining an equity line of financing. Therefore, th@nagement concludes that
the Company has the ability to raise additional funds to nitedtnancial needs for the next twelve months. As a reshéseé financial reports do not
reflect adjustments, which could be material, to the cagywalue of assets and liabilities, which may be requiredushthe Company be unable to
continue as a going concern.

Prior to January 31, 2011, the Company was devoting sultargll of its efforts to establishing businesses to grawd asell young tree seedlings,
yellowhorn trees, and alfalfa; and produce and sell feetlin China. Its planned principal operations have nothreddts designed capacity and as a
result, significant revenue has not been generated. Bféedanuary 31, 2011, through the termination of various agament agreements with the
Company's special purpose entities, the Company dise@iiis projects in feedstock and fertilizer operations.ufmary of financial information for
the Company's discontinued operations is as follows

(i) A Summary of Financial Information on the Company'sDiscontinued Operations

A summary of financial information for the Compangliscontinued operations is as follows:

Three month endec Three month ended Ap
March 31, 2012 30, 2011

$ $

Revenues
Loss from discontinued components

Net assets of discontinued operations are detailed follows:
March 31, 2012 December 31, 2011

$ $

Current assets 270 270
Long term assets 0
270 270

Current liabilities 0
Net assets of discontinued operations 270 270

2. Basis of Presentation and Principles of Consolidain

(@) Satement of compliance

These condensed consolidated interim financial statesriente been prepared in accordance with 1AS 34, “Interimrigiah Reporting” (“IAS 34") as
issued by the International Accounting Standards Board,aansuch, do not include all of the disclosures that woulchblided in annual consolidated
financial statements.



Maple Leaf Reforestation Inc.
Notes to Consolidated Financial Statements
For the Three Months Ended March 31, 2012 and ApriB0, 2011

(Expressed in Canadian dollars, unless otherwiseated)

2. Basis of Presentation and Principles of Consolidain (continued)

(@) Satement of compliance

The policies applied in these consolidated findretetements are based on IFRS issued and outstpasliof March 31, 2012. The preparation of
financial statements in conformity with IFRS re@sithe use of certain critical accounting estimdtedso requires management to exercise its
judgment in the process of applying the Compangtoanting policies. The areas involving a highegrde of judgment or complexity, or areas where
assumptions and estimates are significant to theatiolated financial statements, are disclosedia 8.

The consolidated financial statements have been prepargeedistorical cost basis, except for certain financiatriiments that have been measured at
fair value and biological assets that have been measureit atefue less costs to sale. The consolidated financitdrsients are presented in Canadian
dollars. The comparative figures presented in these colaset financial statements are in accordance with IFRSaydchanges from figures or
presentation previously reported under Canadian B&re discussed in the notes to the financiatstants for December 31, 2011.

The Company recently changed its year end to December 31, 2Gla result, the financial statements are presented ftirae month period from
January 1, 2012 to March 31, 2012. Comparative financiarinftion for the consolidated statements of loss and cdmepsve loss, consolidated
statement of changes in equity and consolidated staterfieasb flows was reported for February 1, 2011 to April 30, 20lhe year end change was
completed to increase the efficiency of reporting that issult of having the same year end between the subsidiartetharparent. As a result of the
eleven month period, amounts on the financial states are not entirely comparable.

IFRS 1 requires an entity to adopt IFRS in its first annuahficial statements prepared under IFRS to make an explidiuareserved statement of
compliance with IFRS. These financial statemergspaepared under IFRS and are in compliant wittSIFR

Subsidiaries and special purpose entities are fully cateseld from the date of acquisition, being the date on whith@ompany obtains control, and
continue to be consolidated until the date when such coo#tades. The financial statements of the subsidiaries @uib$purpose entities are prepared
for the same reporting period as the parent company, usingistent accounting policies. All intra-group balanceansactions, unrealized gains and
losses resulting from intra-group transactionsedireinated in full.

The currency that is presented is in Canadian dollar, whifferd from the Inner Mongolia operation's functional @ncy, the Chinese RMB. The
Chinese RMB is determined to be the functional currency lier lnner Mongolia operation as it the currency that mainfluences sales prices for
good: anc service anc is the currenc of the country whose competitive forces anc regulation mainly determini the sale: prices of its good: anc
services. The presentation currency is the Canadian daBathis is the functional currency of the Canadian operatand this basis of presentation is
more useful to the users of the financial statement

The Financial Statements include the accounts and opesatibMaple Leaf Reforestation Inc. and its wholly owned stibsies, Inner Mongolia
Maple Leaf Reforestation Ltd. and Xinjiang Maple Leaf FangSci-tech Ltd., and its special purpose entities. Alehicbmpany transactions, balances
and unrealized gains and losses from intercompany traosacire eliminated on consolidation. Effective January2®1l1, upon the termination of the
various management agreements with its special purpogegnthe Company had divested its investments and delidatsa all its special purpose
entities.



Maple Leaf Reforestation Inc.
Notes to Consolidated Financial Statements
For the Three Months Ended March 31, 2012 and ApriB0, 2011

(Expressed in Canadian dollars, unless otherwiseated)

3. Summary of Significant Accounting Policies
(@)  Sgnificant Accounting Policies

Use of estimates and measurement uncertainty

Preparing the Company's consolidated financiaéstants in conformity with IFRS requires managenemtake judgments, estimates and
assumptions that affect the reported amounts etsssd liabilities and disclosures of contingessieds and liabilities at the date of the consaidat
financial statements and the reported amountsvefwees and expenses during the reporting periogselbstimates and judgments have a significant
risk of causing a material adjustment to the cagymounts of assets and liabilities within thetrigrancial year. Management continually evaluates
these judgments, estimates and assumptions basegerience and other factors, including expectataf future events that are believed to be
reasonable under the circumstances. Actual resoltisl differ from these estimates. Critical accougestimates and judgments include:

Estimated useful lives of property, plant and emept

Management estimates the useful lives of propptnt and equipment based on the period duringiwihie assets are expected to be available for use.
The amounts and timing of recorded expenses faredggtion of property, plant and equipment for aryiod are affected by these estimated useful
lives. The estimates are reviewed at least annaatlyare updated if expectations change as a dqlysical wear and tear, technical or commercial
obsolescence and legal or other limits to use. giossible that changes in these factors may camisificant changes in the estimated useful liiethe
Company’s property, plant and equipment in theritu

Income taxes

Management uses judgment and estimates in detexgrtimé appropriate rates and amounts in recorcéfegriebd taxes, giving consideration to timing
and probability. Actual taxes could vary signifitdgrirom these estimates as a result of future &yencluding changes in income tax law or the
outcome of reviews by tax authorities and relaggukals. The resolution of these uncertainties hadssociated final taxes may result in adjustreent
the Company’s tax assets and tax liabilities. Huwagnition of deferred income tax assets is subbpejctdgment and estimation over whether these
amounts can be realized.

Biological asset

The fair value of the biological asset, is deriwsihg the future estimated selling prices. Managerses estimates for the expected sales pri
seedlings and costs to sell and complete; whiclietermined by considering historical actual costarred on a per seedling basis. The estimated
selling price and costs are subject to fluctuatiomsed on the timing of prevailing growing condiaand market conditions.

Stock options, warrants and convertible debentures

The Company's stock options, warrants and converdidbentures are derived from estimates basedailalale market data at that time which include
volatility, interest free rates and share prices.

Significant area requiring the use of management estimaiage to the determination of potential impairments ofperty, plant and equipment,
determination of fair values of stock options, warrantg] financial instruments, determination of net realizatdéie of inventory as well as valuation
of future income taxes. Actual results could diffem those estimates.

Cash and cash equivalents

Cash and cash equivalents in the consolidatechstateof financial position comprise cash at bamié @ hand and short-term deposits with an
original maturity of three months or less.

Special purpose entities ("SPE")

A SPE is defined as an entity which was created to accomplislellbdefined objective with legal arrangements that imgbmits on the decision-
making powers of the SPE management over the operatione @RE. The Company created several SPEs for the projectedstéek and fertilizer
operations and controlled these SPEs. In accordance vath-RS - SIC Interpretation 12, the Company consolidates& &Pthe Company controls
the SPEs.

(Continues)



Maple Leaf Reforestation Inc.
Notes to Consolidated Financial Statements
For the Three Months Ended March 31, 2012 and ApriB0, 2011

(Expressed in Canadian dollars, unless otherwiseated)

3. Summary of Significant Accounting Policies (contined)

Financial instruments

The Company classifies its financial assets into one of tfleviing categories, depending on the purpose for whichasget was acquired. The
Company's accounting policy for each category i®kmns:

Fair value through profit or loss - This category comprises derivatives, or assets acquireidonrred principally for the purpose of selling or
repurchasing it in the near term. They are carried in thestant of financial position at fair value with changes i failue recognized in the income
statement.

Loans and receivables - These assets are non-derivative financial assets widltl for determinable payments that are not quoted in an actarken
They are carried at cost less any provision for impairmentlividually significant receivables are considered fopaimment when they are past due or
when other objective evidence is received thategifip counterparty will default.

Held-to-maturity - These assets are non-derivative financial assets wittd for determinable payments and fixed maturities that theng2amy's
management has the positive intention and abditydld to maturity. These assets are measuretd@tiaed cost using the effective interest methth
there is objective evidence that the investment is impauetermined by reference to external credit ratings andratdevant indicators, the financial
asset is measured at the present value of estimated futsinefloavs. Any changes to the carrying amount of the investmenluding impairment
losses, are recognized in the income statement.

Available-for-sale - Non-derivative financial assets not included in the abzategories are classified as available-for-sale. Thegaméed at fair value
with changes in fair value recognized directly in equity. &ha decline in the fair value of an available-for-saleririal assets constitutes objective
evidence of impairment, the amount of the losgisaved from equity and recognized in the incomtestant.

All financial assets except for those at fair value througbfipor loss are subject to review for impairment at leaseath reporting date. Financial
assets are impaired when there is any objective evidenta firzancial asset or a group of financial assets is impaififferent criteria to determine
impairment are applied for each category of finahassets, which are described above.

The Company classifies its financial liabilities into orfewso categories, depending on the purpose for which thdlitialvas incurred. The Company's
accounting policy for each category is as follows:

Fair value througt profit or loss - This categor comprise derivative: acquire( or incurrec principally for the purpos: of sellinc or repurchasin it in the
near term. They are carried in the statementaitial position at fair value with changes in faitue recognized in the income statement.

Other financial liabilities - This category includes prasory notes, amounts due to related parties and accourdblpand accrued liabilities, all of
which are recognized at amortized cost.

The Company has classified its cash and cash equivalenssraslue through profit and loss, receivable as loans aoeivables, and accounts payable
and accrued liabilities as other financial liabslit

IFRS 7 establishes a fair value hierarchy thatrjpizes the input to valuation techniques used &asure fair value as follows:
e |evel 1 - quoted prices (unadjusted) to active re@rkor identical assets or liabilities;

e Level 2 - inputs other than quoted prices included in Levéidt tire observable for the asset or liability, either diydcie., as price) or indirectly
(i.e., derived from prices); and

e |evel 3 -inputs for the asset or liability thae arot based on observable market data (unobseriveits).

Financial instruments are exposed to credit, liquidity amarket risks. Credit risk is the risk that one party to a ficiahinstrument will cause a
financial loss for the other party by failing to discharge alligation. Liquidity risks is the risk that an entity willheounter difficulty in meeting
obligations associated with financial liabilities. Matkesk is that the fair value or future cash flows of a finah@m®strument will fluctuate because of
changes in market prices. Market risk composesettypes of risk: currency risk, interest rate grice risk.

(Continues)



Maple Leaf Reforestation Inc.
Notes to Consolidated Financial Statements
For the Three Months Ended March 31, 2012 and ApriB0, 2011

(Expressed in Canadian dollars, unless otherwiseated)

3. Summary of Significant Accounting Policies (contined)

Foreign currency translation

The Company's consolidated financial statements aremegben Canadian dollars, which is also the Company's fanaticurrency. Each subsidiary of
the Company determines its own functional currency andsterluded in the financial statements of each entity aresomrea using that functional
currency.

Transactions in foreign currencies are initiallgaeled by the Company and its subsidiaries at theective functional currency rates prevailinthat
date of the transaction.

Monetary assets and liabilities denominated in foreigmenwgies are translated at the functional currency spofagchange at the reporting date. All
differences are taken to the income statement.

Non-monetary items denominated in foreign currencies lageteanslated at the functional currency spot rate of exgbat the reporting date. Amounts
included in equity are measured in terms of historical cost foreign currency are translated using the exchange aates the dates of the initial
transactions.

The assets and liabilities of foreign operations are tededlinto Canadian dollars at the rate of exchange pregadlirthe reporting date and their
income statements are translated at exchange rates prg\atilthe dates of the transactions. The exchange diffesearsing on the translation are
recognized in other comprehensive income or loss. On didmdsa foreign operation, the component of other compreikeriscome relating to that
particular foreign operation is recognized in theome statement.

Inventories

Inventory refers to raw materials and labour which are iredito date on current production and are not defined as adidal asset. Raw material is
stated at replacement cost while work-in-prograssl finished goods are classified as biological assets and are valoetiraalizable value,
which is the estimated selling price in the ity course of business in the prevailing local market tessestimated costs of completion, if any,
and the estimated costs necessary to make the sale. Costdiihgs include direct material, labor, and manufactuaverhead costs. When the cost
of inventory is over its realizable value, the excess co#ithei written down and expensed directly. Obsolescent itorgrand unsellable seedling are
written down entirely and the write down is presented as arsge line item on the income statement. Inventory refedeferred crop costs which are
incurred to date on current production and aredefined as a biological ass

Biological asset

Biological assets consist of the Company’s seedlings aydae end. Measurement of the biological asset begins atténed$ the winter season as
management at this point will count the seedlings ready figursent and begin preparing them for the winter dormancgest&osts related to the
seedlings prior to this point are presented in inventonye $éedlings are measured at fair value less costs to sellstglto complete, with any change
therein recognized in profit or loss. Costs to s&llude all costs that would be necessary tatselbssets, including finishing and transportatiosts.

Revenue recognition

Revenue is recognized when i) the Company has transfereesighificant risks and rewards of ownership to its custaniérall significant acts have
been completed, iii) the Company retains no continuing rgaral involvement in, or control of, the goods transferradd iv) reasonable assurance
exists regarding the measurement of consideration thateiderived from sale of goods by the Company and the extemthioh goods may be
returned. When there is uncertainty as to ultimate cobectievenue is recognized only when cash is received. Amsaectived or billed in advance of
recognition are shown as deferred revenue.

Property, plant and equipment

Property, plant and equipment are stated at cost and aembiizer their estimated useful lives on a straight line basiisg the annual amortization rates

as follows:

Furniture and Equipment 20%
Motor vehicles 20%
Computer equipment 30%
Leasehold improvement 20%
Greenhouse 5% to 20%

The assets' residual values, useful lives and rdetbbamortization are reviewed at each finanaalryend and adjusted prospectively, if appropriate.
The Company assesses at the end of each repoetiiogl pvhether there is an indication that an assst be impaired.

(Continues)



Maple Leaf Reforestation Inc.
Notes to Consolidated Financial Statements
For the Three Months Ended March 31, 2012 and ApriB0, 2011

(Expressed in Canadian dollars, unless otherwiseated)

3. Summary of Significant Accounting Policies (contined)
Lease

The Company classifies leases as finance leases whenevégrths of the lease transfer substantially all the risks remards of ownership to the
lessee. It classifies all other leases as operéases.

The Company recognizes operating lease paymerats agerating expense on a straight-line basistbeglease term. Amounts paid in advance for
land leases in China are recorded as prepaid teatss.

Impairment of non-financial assets

The Company assesses at the end of each reporting perioblexligtre is an indication that an asset may be impaired.ylfratication exists, or when
annual impairment testing for an asset is required, the Goypstimates the asset's recoverable amount. The asseterable amount is higher of an
asset's or cash-generating unit's ("CGU") fair value lesdscto sell and its value in use. Where the carrying amouanadsset or CGU exceeds its
recoverable amount, the asset considered impaired andtismaown to its recoverable amount. In assessing valesegtimated future cash flows are
discounted to their present value using a pre-tax discaiatthat reflects current market assessment of the time edlmoney and the risks specific to
the asset. In determining fair value less costs to sell,nteg®arket transactions are taken into account, if availatfleno such transactions can be
identified, an appropriate valuation model will oged.

Assets of discontinued operatit

The Compan' assesst aif the enc of eact reportin¢ perioc in accordanc with IFRS 5. Where the carryinc amoun of any asse from the discontinue
operations exceeds its fair value less costs lotBelasset is written down to its fair value lessts to sell.

Convertible debentures

Convertible debentures are segregated into debt and ecpritponents at the date of issue. The debt component of trentlebs is classified as
liability and recorded as the present value of the Companlyligation to make future interest payments and settle #uemption value of the
instrument. The carrying value of the debt component isetedrto the original face value of the instrument over thentef the convertible debenture
using the effective interest method. The value of the caivaroption makes up the equity component of the instrum&he conversion option is
recorded using the residual value approach.

Borrowing cost

Borrowing costs attributable to the acquisitiomstouction or production of qualifying assets atdexd to the cost of those assets, until such tsrthex
assets are substantially ready for their intendsd All other borrowing costs are recognized ilijtiat fair value, net of transaction costs incdtre
Borrowings are subsequently carried at amortizestt @my difference between the proceeds (net nfaetion costs) and the redemption value is
recognized in the statement of income over the getire borrowings using the effective interest moelt

Provisions

Provisions for legal claims, where applicable, r@e@ognized in accrued liabilities when the Complaay a present legal or constructive obligation as a
result of past events, it is more likely than rfnatttan outflow of resources will be required tdleghe obligation, and the amount can be reliably
estimated. Provisions are measured at managenast £stimate of the expenditure required to stelebligation at the end of the reporting period,
and are discounted to present value where theté$fecaterial. The Company performs evaluationsléatify onerous contracts and, where applicable,
records provisions for such contracts.

Decommissioning liabilities

Decommissioning liabilities are recognized when@uenpany has a legal or constructive obligatioa essult of past events, it is probable that an
outflow of resources will be required to settle thigation and a reliable estimate of the amodithe obligation can be made. A corresponding arh
equivalent to the liability is recognized as pdrthe cost of the related PP&E or E&E asset.

Decommissioning liabilities are carried on the Gaidgted Balance Sheet at their discounted presgue, which is remeasured each reporting period
in order to reflect the period end discount ratee Tabilities are calculated using a weighted agercredit adjusted risk free rate, and are actreter
time for the change in their present value, wiil #ccretion expense included in finance costherOonsolidated Statement of Income. Actual
expenditures incurred are charged against the adated obligation. Any difference between the rdedrdecommissioning liability and the actual
retirement costs incurred is recorded as a gaiosst



Maple Leaf Reforestation Inc.

Notes to Consolidated Financial Statements
For the Three Months Ended March 31, 2012 and ApriB0, 2011

(Expressed in Canadian dollars, unless otherwiseated)

3.

Summary of Significant Accounting Policies (contined)

The increase in capitalized costs is amortized¢orne on a basis consistent with depreciationetitiderlying assets. Subsequent changes in the
estimated decommissioning liabilities are capigliand amortized over the remaining useful lifthefunderlying asset.

Initially, the Company recognizes neither the defétax asset relating to the temporary differesrcéhe decommissioning
liability nor the corresponding deferred tax lidtlgikelating to the temporary difference on theatamissioning asset.

Segment reporting

Operating segments are reported in a manner censisith the internal reporting provided to theeftoperating decision-maker. The chief operating
decision-maker, who is responsible for allocatiegources and assessing performance of the opesatingents, has been identified as the CEO.

Share-based payment

Certain employees, officers, directors, and consultahtseoCompany receive remuneration in the form of sharedasgments, whereby employees
and consultants render services as consideratieyfoty instruments (equity-settled transactions).

The Company accounts for share-based payment using theafag method. Under this method, compensation expensedck sptions granted to
employees, officers, directors, and consultants is medsafrfair value at the date of the grant using the Black-Sshpticing model and is expensed in
the consolidated statements of operations over the vepeéngd of the options granted. The fair value of stock oigmanted to consultants is
measured at the performance commitment date atateethat the service is delivered using the Backeles pricing method.

Upon the exercise of the stock option, considematizeived and the related amount transferred &rentributed surplus are recorded as issued capital.

Loss per share

Basic loss per share is calculated by dividing the net loggicgble to common shareholders by the weighted averagebeuwutstanding for the
relevant period.

Diluted loss per share is computed by dividing the net loggiegble to common shares by the sum of the weighted avenager of common shares
issued and outstanding and all additional common shargswtbald have been outstanding if potential dilutive instents were converted. All
outstanding options and warrants are anti-dilusind therefore have no effect on the determinatidoss per shar

Income taxes

The Company applies IAS 12ncome Taxes. Income tax consists of current and deferred income tax. nectex is recognized in the income
statement except to the extent that it relates to a busir@abination, or items recognized directly within equity arather comprehensive income.
Current tax assets and liabilities are measured at the areapacted to be recovered from or paid to the taxation aitigmrbased on tax rates and laws
that are enacted or substantively enacted at fiartneg date.

(Continues)
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3. Summary of Significant Accounting Policies (contined)

Income taxes (continued)

The Company recognizes provisions in respect of unceraipositions whereby additional current tax may becomelgaya future periods following
the audit by the tax authorities of prior taxation years. vigions for uncertain tax positions are based upon managemassessment of the likely
outcome of issues associated with assumed permanenediffes, interest that may be applied to temporary diffeeraed the possible disallowance
of tax credits and penalties. Provisions for uncertain tesitpns are reviewed regularly and are adjusted to refleents such as the expiry of
limitation periods for assessing tax, administetiuidance given by the tax authorities and coettsibns.

Deferred tax assets and liabilities are recognized, ugiedliability method of IAS 12, for the expected tax conseaesnof temporary differences
between the financial statement carrying amounexisfting assets and liabilities and their respedtix bases.

Deferred income tax assets are recognized only to the etktehtt is probable that future taxable profit will be avail against which the deductible
temporary differences, carried forward tax credits or tssés can be utilized before applicable expiry dates. Befdax liabilities for withholding
taxes are recognized for subsidiaries in situations whegeirtcome is to be paid out as dividend in the foreseeablegut@Change in tax rates are
reflected in the period when the change has beactesh or substantively enacted by the reporting.dat

Deferred income tax assets and liabilities are measurechamdiscounted basis at the tax rates that are expected lpwpen the related asset is
realized or liability is settled, based on tax rates and l#ved been enacted or substantively enacted at the repatéiteg Deferred tax assets and
liabilities are offset if there is a legally enforceablehtido offset current tax liabilities and assets, and thegteeio income taxes levied by the same tax
authority on the same taxable entity, or on different tajtiest but they intend to settle current tax liabilities aagbets on a net basis or their tax assets
and liabilities will be realized simultaneously.

Comparative figures
Certain prior period's figures have been reclassifo conform to the current financial statememnésgntation.
Future Accounting Sandards

The IASB and International Financial Reporting Interptietzs Committee (“IFRIC”) have issued certain new standamdterpretations, amendments
and improvements to existing standards, mandatory forduaigcounting periods. The most significant of these arelisis, and are all effective for
annual periods beginning on or after January 132@4th earlier adoption permittec

IFRS 7, Financial Instruments: Disclosures, haslz@rended to include additional disclosure requimrgsiin the reporting of transfer transactions and
risk exposures relating to transfers of financgaeats and the effect of those risks on an enfitygscial position, particularly those involving
securitization of financial assets. The amendmerpplicable for annual periods beginning on aeraftily 1, 2011, with earlier application permitted
Changes to IAS 7 is not expected to have an impaeimounts recorded in the company's financiaéistants and related disclosures.

IFRS 9, Financial Instruments, addresses classificatimhraeasurement of financial assets and financial liaddljtand is effective January 1, 2015,
with earlier adoption permitted. The Standard replacesthtiple category and measurement models in IAS 39, Fihftstruments — Recognition
and Measurement. The new Standard limits the number of @agsgor classification of financial assets to two: anmatl cost and fair value through
profit or loss. The requirements for financial liabilitiase largely in line with IAS 39. IFRS 9 also replaces the mediet measuring equity instruments.
Equity instruments are either recognized at fair valueughoprofit or loss or at fair value through other comprehemgicome. The ability to recognize
unquoted equity instruments at cost under IAS 39 is elineihalFRS 9 is not expected to have a material impact on ameeatsded in the financial
statements of the Company.

IFRS 10, 11, 12 and 13 were all issued in May 2010. IFRS 10 Giolaged Financial Statements replaces the consolidatiodagce in IAS 27
Consolidated and Separate Financial Statements and S@»i&olidation — Special Purpose Entities by introducingngls consolidation model for
all entities based on control, irrespective of the naturéhefinvestee. IFRS 11 Joint Arrangements introduces neauating requirements for joint
arrangements, replacing IAS 31 Interests in Joint Ventutesliminates the option of accounting for jointly conteal entities by using proportionate
consolidation. IFRS 12 Disclosure of Interests in Otheritiesst requires enhanced disclosures about both consatidettities and unconsolidated
entities in which an entity has involvement.

IFRS 13 Fair Value Measurement replaces the guidance orvdhie measurement in existing IFRS accounting literatuth @ single standard. It
defines and provides guidance on determining fair valueraqdires disclosures about fair value measurements, l&st wat change the requirements
regarding which items are measured or discloséairatalue.
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3.

Summary of Significant Accounting Policies (contined)

IAS 19, Employee Benefits, has been amended to make chamgfes tecognition and measurement of defined benefit peresipense and termination
benefits and to enhance the disclosure of all employee teneension benefit cost will be split between (i) the cddbenefits accrued in the current
period (service cost) and benefit changes (past-servists ¢mcluding plan amendments, settlements and curtaibjje and (ii) finance expense or
income. Interest cost and expected return on plan assetsh whrrently reflect different rates, will be replaced lwia net interest amount that is
calculated by applying one discount rate to thedeéihed benefit liability (asset).

In addition, under the amended standard, the impact of ptandments related to past service will no longer be recegnimer a vesting period but
instead will be recognized immediately in the period of ananendment. A number of other amendments have been madmtmition, measurement
and classification including redefining short-term andestlong-term benefits, guidance on the treatment of taglated to benefit plans, guidance on
risk/cost sharing features, and expanded disclosuresagékato IAS 19 is not expected to have an impact on amountsdexton the Company’s
financial statements and related disclosures.

IAS 1, Presentation of Financial Statements, has lenended to require entities to separate iteesepted in other comprehensive income (“OCI")
into two groups, based on whether or not items beasecycled to net income in the future. Entitiest thoose to present OCI items before tax will be
required to show the amount of tax related towWeedroups separately. The amendment is effectivariaual periods beginning on or after July 1,
2012, with earlier application permitted. IAS Inist expected to have a material impact on amoeetzrded in the financial statements of the
Company.

The Company has not yet determined the impactesfetistandards on its financial statements.

Receivables and prepaid

March 31, December 31,

2012 2011

$ $
Trade receivables 63,343 49,247

GST recoverab 11,27 6,36
Prepaid expenses 6,874 6,874
81,488 62,489

Prepaid lease payment

March 31, December 31,

2012 2011

$ $

Land lease - current 2,762 2,816
2,762 2,816

Land lease - non-current 75,401 77,593
75,401 77,593

The Company entered into a 50-year lease for the land whergrédenhouse operation is located in Inner Mongolia. Theelpayments are to be paid
over a 10-year period commencing from the date of the leaseof March 31, 2012, total prepayments are $78,163. UndeB JRfe prepaid land lease
is classified as prepaid lease payments, brokeraiturrent portion in the prepayment and a noneatiportion in the non-current assets.
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6. Inventories and biological assets

March 31, December 31,

2012 2011

$ $

Raw material and supplies 149,974 146,236
149,974 146,236

Information about the biological asset presentetherstatement of financial position and in theéesteent of income is as follows:

Biological Asset March 31, December 31, April 30,
2012 2011 2011
$ $ $
Estimated sales value of biological asset 848,355 597,142 112,507
Fair value of biological asset less costs to sale 848,355 597,142 112,507
Less: Actual costs 612,413 431,067 81,217
Increase to fair value of biological asset ovet cos 235,942 166,075 31,290
Change in biological asset 69,867 43,577 (91,208)

For the three months ended March 31, 2012, there m@material selling costs (April 30, 2011 - nil)

During the quarter ended March 31, 2012, the Company did nite wff inventory related to tree seedling operations (hthended April 30, 2011 -
$240,909)

7. Property, Plant and Equipment
Property, plant and equipment consist of the fdthgw

March 31, 201: December 31, 201
Cost: Amortizatior  Net book valu Cost: Amortizatior Net book valu

Furniture and equipment $ 40,019 $ (14,118)% 25901 $ 40,676 $ (13,428)% 27,248
Motor vehicles 18,257 (10,406) $ 7,851 18,602 (9,766) 8,836
Computer equipment 12,638 (11,534) % 1,104 12,638 (11,501) 1,137
Leasehold improvement 4,185 (1,046) $ 3,139 4,185 (837) 3,348
Greenhouse 1,889,919 (788,209)% 1,101,710 1,925,668 (760,046) 1,165,622

$ 1,965,018 $ (825,313) $ 1,139,705 $ 2,001,769 $ (795,578) $ 1,206,191

For the 11-month period ended December 31, 2011, an adaliti®4,255 was written off as an impairment of assets tha¢ wpart of the discontinued
operations of fertilizer and alfalfa and feedstpcijects.
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10.

Short Term Loans

During 2011, the Company obtained short term loans fromigsarelated to the Company. $10,000 was borrowed from anameplof the company, at
a 10% interest rate, with no set terms of repayment. Anoth8rd0 was borrowed from a contractor for the company, ahamndst rate of prime plus
2%, with no set terms of repayment.

$13,000 was borrowed from a related party of an employee ®fGbmpany. The loan pays 13% interest and has no set termpafment. An
additional $35,000 was received from this individaizan interest rate of 10% with no set termsepyment.

Convertible Debentures

In September 2010, the Company raised $102,500 by issuif@, a0 of convertible debentures bearing an interest fais% per annum with a
conversion price of $0.125 during the first twelve monthd $0.175 during the second twelve months. The Company paieis fee in the amount of
$8,200 to various arm's length parties. The Company addctie net proceeds ($94,300) to debt component of $92,27¢hwlas calculated by
effective interest rate of 20.7% per annum andtgguimponent of $2,027.

During the period ended March 31, 2012, the Compacgrded interest expenses of $5,122 (April 30,120$5,771).
As at March 31, 2012, the carrying value of theveotible debenture was $126,000 (December 31, 28120,878).

Issued capital

(@ Authorized

Unlimited number of common shares without par value
(b)  Private Placements

In March 2010, the Company closed a private placement wihfdimily of the CEO of the Company which raised gross proce¢d&i50,000. The
private placement comprised of 1,000,000 units and eadtcansisted of one common share purchase warrant, whicHemntile holder to exercise the
warrants at $0.25 per share before March 25, 2012. The Comgilmcated the proceeds to common shares and warrantsirtelaives fair value
which the fair value of warrants was estimated by using Backoles model with assumptions of 191% volatility, 1.548k free rate, and no dividend
yield. The Company allocated $83,045 and $66,05®mon shares and warrants, respect

During the year ended January 31, 2011, the Company cordpéeteries of private placements to raise gross proceeds3&, #8D. The private
placements comprised of 4,537,500 units and each unit stedsof one common share and one common share purchase twaiinah enable the
holder to exercise the warrant at $0.20 per share over a éapgeriod. The Company paid finder's fees in the amount 8f58® in connection with
the issuance. The Company allocated the proceeds to comhawmessand warrants at their relative fair value which the ¥alue of warrants was
estimated by using Black-Scholes model with weighted a@em@ssumptions of 187% volatility, 1.44% risk free rate, aoddividend yield. The
Company allocated $237,086 and $189,164 to cominares and warrants, respectively.

On February 11, 2011, the Company completed a private placeto raise gross proceeds of $649,875 ($10,000 was recasvdanuary 31, 2011) by
issuing 7,645,588 units at a subscription price of $0.085upé, and each unit consists of one common share and one oorshare purchase warrant
exercisable for two years from the date of closing at a pricB00125. In connection with this private placement, the @any paid finder's fee in the

amount of $54,179 and issued 684,458 option (the "agerttepo arm's length parties. The agent's options will bereisable into common shares of
the Corporation for two years from the date of iclgsat a strike price of $0.085 per share.

On February 23, 2011, the Company issued 578,78Bnam shares to pay two officers for their past ganzent and legal services. The value of these
services were determined to be the fair amountcbasehe work completed.

On February 6, 2012, the Company issued an aggrefj@03,552 common shares having a deemed isspaineeof $0.05 per common share for legal
services provided by a wholly owned company ofraafor.

On February 24, 2012, the Company completed atpripjlacement to raise gross proceeds of $130,0@shing 2,600,000 units at a subscription
price of $0.05 per unit, and each unit consistsnaf common share and one common share purchassmtvexercisable for five years from the date of
closing at a price of $0.10. In connection witls thrivate placement, the Company paid finder'srffidbe amount of $4,000 to arm's length parties.

(Continues)
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10. Issued capital (continued)
(c) Sock Options

The following is a summary of option transactions:
Weighted average exercise

Number of options price per share
Balance, January 31, 2011 6,285,000 $ 0.14
Options granted 2,000,000 0.13
Options expired or cancelled (1,500,000) 0.15
Balance, December 31, 2011 6,785,000 $ 0.14
Options expired or cancelled (100,000) 0.13
Balance, March 31, 201 6,685,000 $ 0.14

In February 2010, a total of 2,400,000 options vesting imatety at an exercise price of $0.125 and with a life of threarg were granted to directors,
officers, employees, and consultants. In June 2010, a@bt200,000 options with various vesting schedules and aofifdnree years were granted a
consultant. Of the 200,000 options, 100,000 ogtiare exercisable at $0.20 and the remaining 10@pPflons are exercisable at $0.35.

In March 2010, a total of 1,505,000 options previously gedrib directors, officers, and employees, of which 50,00bop with an exercise price of
$0.39 maturing at March 25, 2011 and 1,455,000 options withxercise price of $0.32 maturing at June 23, 2011, werefieddb be exercisable at
$0.135 maturing on March 12, 2012.

In August 2010, a total of 200,000 options exercisable 10D & $0.20 and 100,000 at $0.35 vesting over a period of famths were granted to a
consultant.

In August 2010, a total of 900,000 options exercisable at4@nd vesting immediately with a life of three years werentgrd to directors and officers.
In October 2010, a total of 450,000 options exeldis at $0.13 and vesting immediately with a lif¢hoee years were granted to a consultant.

In January 2011, a total of 450,000 options exercisable 4t3pgesting over six-month period with a life of three yeaerevgranted to an employee and
a consultan

In February 2011, a total of 700,000 options exercisable@HDat $0.125 and 350,000 at $0.175 vesting over a periadomeeyear were granted to a
consultant.

In June 2011, a total of 500,000 options exercisable at $0aki2i 200,000 vesting over a period of 3 months and 100,00thgesver a period of 6
months were granted to an officer.

In July 2011, a total of 100,000 options exercisable at $9.42d 50,000 vesting over a period of 3 months were granted tengployee of the
Company.

In December 2011, a total of 400,000 options exercisabl®.d25 and 100,000 vesting over a period of 3 months and 10®@&ing over a period of
6 months were granted to an officer.

During the three month period ended March 31, 2@lt@tal of 100,000 options were cancelled or exp{April 30, 2011 - 1,100,000).

The following is the summary of assumptions used to estirtfegefair value of each option granted using the Black-Scholation pricing model.
Volatility was based on volatility used in previoggars. Management felt that this was an accuegeesentation of volatility for the current year.

March 31, 2012 Fiscal 2011
Weighted average risk free interest rates 1.64% 1.64%
Weighted average expected life 3 years 3 years
Weighted average expected volatility 177% 177%
Weighted average expected dividend yield nil nil

(Continues)
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10. Issued capital (continued)

The weighted average grant date fair value of options gdashteing the period ended March 31, 2012 was $0.13 (April 8Q,12- $0.18) and a total of
$9,854 (April 30, 2011 - $9,565) share-based corsgiion expenses was recorded on the consolidatethstatements.

The following table summarizes information abowtktoptions outstanding at March 31, 2012:

Remaining contractual Numbers of Exercisab

Number of options at
Exercisable prict outstanding Expiry dates life (years) March 31, 2012
$ 0.200 500,000 April 27, 2012 0.07 500,00C
$ 0.125 1,850,000 February 4, 2013 0.85 1,850,00(C
$ 0.135 935,000 March 12, 2013 0.95 935,00C
$ 0.200 100,000 June 30, 2013 1.42 100,00C
$ 0.350 100,000 June 30, 2013 1.42 100,00C
$ 0.140 600,000 August 31, 2013 1.42 600,00C
$ 0.130 450,000 October 1, 2013 1.50 450,00C
$ 0.125 450,000 January 18, 2014 1.80 450,00C
$ 0.125 350,000 February 2, 2014 1.84 350,00C
$ 0.175 350,000 February 2, 2014 1.84 350,00C
$ 0.125 300,000 June 1, 2014 2.17 300,00C
$ 0.125 200,000 June 13, 2014 2.20 200,00C
$ 0.125 100,000 July 29, 2014 2.33 100,00C
$ 0.125 400,000 December 22, 2014 2.73 300,00C
$0.125 - 0.35 6,685,000 6,585,000
As at December 31, 2011, options to purchase 12883;ommon shares remain available to be granted.
(d) Warrants
The following table summarizes information aboutnaat transactions:
Number of warrants Number of Number of warrants
outstanding as at Issued during warrants exercised  outstanding as at Exercise pdace
January 31, 2011 the period  during the period December 31, 2011 warrant Expite da
5,075,500 - (5,075,500) - $ 0.200 May 22, 2011
1,000,000 - 1,000,000 $ 0.250 March 24, 2012
2,187,500 - - 2,187,500 $ 0.200 August 9, 2012
2,350,000 - - 2,350,000 $ 0.125 September 7, 2012
- 7,645,588 - 7,645,588 $ 0.125 February 14, 2013
- 684,458 - 684345 $ 0.085 14-Feb-13
10,613,00 8,330,041 (5,075,50C 13,867,54
Number of warrants Number of Number of warrants
outstanding as at Issued duringvarrants unexercised  outstanding as at Exercise pec
December 31, 2011 the period  during the period March 31, 2012 warrant Expiry date
13,867,546 - (1,000,000) 12,867,546 (see above) (see above)
2,600,000 2,600,000 $ 0.010 February 24, 2017
13,867,54 2,600,00! (1,000,00C 15,467,54

During the period ended March 31, 2012, 1,000,000 warraqsed (April 31, 2011 - nil). A total of 2,600,000 warrants®0.10 are exercisable over a
five year period were issued upon completion ofgig placements in February 2012.
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11.

12.

Related Party Transactions

Related party transactions not disclosed elsewhetee financial statements are as follows:

Three months ended

March 31, April 30,
Transactions with related parties 2012 2011
Management fee to a director and officer (a) $ 22,500% 22,500
Legal fee to a director and officer (b) $ 2,240% 15,000
Consulting fee to a director and officer (c) $ - $ 8,400

The transactions with related parties during the year wesasured at exchange amount, which is the amount of consafeestablished and agreed by
the parties.

(a) During the period ended March 31, 2012, the Company paid5$22(period ended April 30, 2011 - $22,500) to a director affiter of the
Company for his management services. This offiesr 800,000 options at a weighted averaged egguoise of $0.15.

(b) During the period ended March 31, 2012, the Company incuegal fees of $2,240 (period ended April 30, 2011 - $15,0GQ)ble to Brad R
Docherty Professional Corporation, a law firm which a dioe@nd officer is a member, for legal services provided. sTdirector has 700,000
options at a weighted averaged exercise price 4f3$0

The transactions with related parties are measured at ttfearge amount, which is the amount of consideration esteduliand agreed by the parties.
The balances with related parties are unsecuredimerest bearing, and due on demand.

Key management compensation

For compensation purposes, the Company considers its Bbdditectors and executive staff as key management per§otorapensation costs for
these personnel are included in selling, general and adtrative expenses. The Corporation paid salaries and iteeteekey management personnel of
$29,83: in the perioc ende« Marct 31, 2012 (April 30, 2011 - $81,598) Thest personne are alsc eligible for stock options which are grante( by the
Company's Compensation Committee. Expenses related aptiomas granted to this group were $5,091 for the period émdarch 31, 2012 (April 30,
2011 - $35,698).

Capital Disclosures

The Company's objectives of capital management are togeaeiturns for shareholders, and comply with any exterialposed capital requirements,
if any, to safeguard the entity's ability to support the Camys normal operating requirement on an ongoing basis amthae to develop and expand
the reforestation projects in China. Currentlgrénis no externally imposed capital requirementthe Company.

The capital of the Company consists of convertible deberdnd the items included in shareholders' equity. The Bdabdrectors does not establish a
quantitative return on capital criteria for management ffinamotes year-over-year sustainable earnings growtletargtlhe Company manages the
capital structure and makes adjustments to igim lof changes in economic conditions and theafsracteristics of the underlying assets.

As at March 31, 2012, the Company has a total 86%I00 (December 31, 2011 - $120,878) of convertilgbentures outstanding.
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13. Financial Instruments

The Company manages its exposure to financial risks, iimaiuighuidity risk, foreign exchange rate risk, interesteraisk, and credit risk in accordance
with its risk management framework. The Company's Boardicéd@ors has overall responsibility for the establishneerd oversight of the Company's
risk management framework and reviews the Compa@olisies on an ongoing basis.

(@ Fair value
The fair value of financial instruments represents the amsthat would have been received from or paid to countegsattd settle these instruments.
The carrying amount of all financial instruments (exceptwagtible debentures) as at March 31, 2012 approximatésfétievalue because of the short
maturities and normal trade term of these instrus:

The following table sets forth the Company's financial &ss@d liabilities that are measured at fair value on a rewyitvasis by level within the fair
value hierarchy. Those financial assets and liabilitiess @dassified in their entirety based on the level of input tisasignificant to the fair value
measurement.

Fair value as at March 31, 2012
Level 1 Level 2 Level 3 Total

Financial assets
Cash and cash equivalents $ 36,860 $ -$ -$ 36,860

Fair value as at December 31, 2011
Level 1 Level 2 Level 3 Total

Financial assets
Cash and cash equivalents $ 22,484  $ -$ -$ 22,484

(b)  Liquidity risk

The liquidity risk is the risk that the Company will not be alib meet the obligations associated with its financialilitds. The Company's financial
liabilities mainly include accounts payable and accruadilities, interest payable, short term loan and due tdedlparties and are current in nature.
The Company has incurred recurring loss since inceptionrantdyet generated significant revenue from its projects. aAMarch 31, 2012, the
Compan has limited funds to mee its shor term financia liabilities anc additiona financinc is required The Compan' handle liquidity risk througt
the management of its capital structure. Noterthér describes the going concern issue.

()  Currency risk
The Company undertakes transactions denominatieddign currencies and as such is exposed to diskgo fluctuations in foreign exchange rates.

The Company conducts certain of its operations in China &edeby a portion of the Company's assets, liabilities, megeand expenses are
denominated in Chinese Renminbi ("RMB"), which was tiedhe tJ.S. Dollar until July 2005 and is now tied to a basket ofencies of China's
largest trading partners. The Chinese Renminfbisa freely convertible currency.

The Company currently does not hedge its foreign currersty end the exposure of the Company's financial assets aadcial liabilities to foreign
exchange risk is summarized as follows:

i X March 31, 2012 December 31, 2011
The amounts are expressed in Canadian dollarsagots

Canadian dollars $ 44,284 $ 19,355
Chinese yuan 74,365 58,744
Total financial assets $ 118,649 % 78,099
Canadian dollars $ 226,431 $ 295,621
Chinese yuan 261,848 253,388
Total financial liabilities $ 488,279 $ 549,009

As at March 31, 2012, with other variables unchangel% fluxuation of the Chinese Renminbi againstCanadian dollar would affect
comprehensive income by approximately $1,874 (Ddwer 31, 2011 - $1,813).

(Continues)
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13.

14.

Financial Instruments (continued)
(d) Interestraterisk

Interest rate risk is the risk that the fair value or futuretcflows of a financial instrument will fluctuate due to clgas in market interest rates. The
Company's cash equivalents primarily include highly lfjinivestments that earn interests at market rates thatae o maturity. The Company also
holds a portion of cash and cash equivalents in bank accdbatsearn variable interest rates. Because of the shont-texture of these financial

instruments, fluctuations in market rates do not have 8@t impact on the fair value of the financial instrumeats of March 31, 2012. The

Company also holds a two-year convertible debentnéch is expiring on September 8, 2012 bearifigesd interest rate of 15%.

(e) Creditrisk

The Company is expected to credit risk primarily associs&egtcounts receivable from customers, and cash and caslalegts. The carrying amount
of assets included on the balance sheet represents the oraxénedit exposure, and the Company has been undertakidij evaeluations on customers
as necessary and has monitoring processes intémaeitigate credit risks.

The aging of accounts receivable are usually less than 98 @erdue amounts are followed up by management. Managéragnletermined that the
credit risk associated with accounts receivabMatch 31, 2012 is considered to be immaterial.

Segment information
(@) Segments

Prior to January 31, 2011, the Company operates in threetadgi® segments in China, being in the reforestation, teelsind fertilizer industry in two
geographic segments: Canada and China.

Effective January 31, 2011, the Company discontinued gsidtock and fertilizer projects and their related segmefiorination were reclassified as
discontinued operations. The continuing operativese disclosed in the following tables:

(b)  Segment operation information

(i) The following is the summary of certain long-terasets and total assets of each segi

China
Discontinued
Canada Reforestation Operations Total

As at March 31, 2012

Property, plant and equipment $ 5871 % 1,133,833% -8 1,139,704

Prepaid lease payments, non-current portion - 75,401 - 75,401

Total Assets 45,715 2,288,570 260 2,334,545
As at December 31, 2011

Property, plant and equipment $ 6,183 $ 1,200,008% -3 1,206,191

Prepaid lease payments, non-current portion - 77,593 - 77,593

Total Assets 38,780 2,075,911 260 2,114,951

(Continues)
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14. Segment information (continued)

(i) The following is a summary of operations for eaegrsent:

Three months ended March 31, 2012

China
Discontinued

Canada Reforestation Operations Total
Sales $ 5190 $ 23,995 $ -$ 29,185
Cost of sales - (20,943) - (20,943)
Change in biological assets - 69,867 - 69,867
Gross profit 5,190 72,919 - 78,109
Expenses (120,260) (42,006) - (162,266)
Write down of Property, Plant & Equipment -
Write off of accounts payable 10,180 - 10,180
Net profit (loss) $ (104,890) $ 30,913 $ - $ (73,977)

During the 2011 year, the remaining assets anditie® relating to a discontinued operation wenéten off. Most assets of the discontinued operati
was written off in the prior year. The managemetitthat the remaining assets were no longer usefdiithe remaining liabilities would not be paid.

Three months ended April 30, 2011

China
Discontinued
Canada Reforestation Operations Total

Sales $ 41,520 $ -$ 41,520
Cost of sales - (56,827) - (56,827)
Change in biological ass - (91,208 - (91,208

Gross profit - (106,515) - (106,515)
Expenses (272,084) (36,064) - (308,148)
Write down of biological assets (240,909) - (240,909)
Net loss $ (272,084) $ (383,488)$ - $ (655,572)
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15. Expenses

The consolidated expenses are as follows:
3 months ended

March 31, April 30,
2012 2011
Travel and promotion $ 26,275 $ 35,999
Salaries and wages 22,500 11,250
Stock based compensation 21,980 20,496
Rental 19,806 8,570
Consulting fees 16,319 31,194
Filing and transfer agent 14,024 29,400
Shareholder information and promotion 11,767 22,500
Professional fees 10,604 35,698
Amortization 5,246 5,137
Management salaries 3,474 -
Office 3,063 52,697
Interest and bank charges 3,047 1,779
Meals and entertainment 2,034 25,160
Telephone 1,243 1,567
Penalties 885 25,802
Foreign exchange loss - 899

Total $ 162,266 $ 308,148
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16.

Income Taxes

The Company's subsidiaries and special purpose entitesudaject to income tax laws in China, which the tax rate is 29%e provision for income
taxes differs from the amount computed by applying stagu@anadian federal and provincial income tax rates to thelde$ore tax provision due to the
following:

For the three month ended

March 31, April 30,

2012 2011

Loss from continuing operations $ (73,977) $ (564,364)

Canadian basis statutory rate 26.50% 26.50%

Expected income tax recovery (19,604) (149,557)
Difference in foreign tax rates 464 4,384
Non deductible and taxable items 3,214 9,696
Valuation allowances 15,926 135,477
$ - $ -

The tax effect of each type of item that give rise to the Coryfsafiuture income tax assets and liabilities has been détedhand is set out in the table
below. The Company has recorded valuation alloesagainst the value of the potential tax assetsedikelihood of realization is less likely tocae.

March 31, 2012 December 31, 2011

Non capital loss carry forward $ 1,610,042 $ 1,593,652
Net capital loss carry forward 197,329 197,329
Book value of property, plant and equipment and

other assets in excess of tax amount 211,989 170,276
Canadian development, exploration and oil and gperaitures 152,344 152,344
Valuation allowance (2,171,704) (2,113,601)
Future income tax asset $ - $ -

As at December 31, 2011, the Company has accumulated niatdapses of $6,013,870 and $3,195,275 available for Gansand Chinese income
tax purposes to reduce taxable income of futuresyeA summary of expiring date for the non-cagitakes is as follows:

Expiring Date Canada China

Non-capital losses

2012 337,073 339,815
2013 - 784,787
2014 - 990,732
2015 - 599,212
2016 - 273,428
2017 - 207,301
2026 450,293 -
2027 364,099 -
2028 899,021 -
2029 1,177,218 -
2030 1,123,212 -
2031 1,027,270 -
2032 635,684 -

$ 6,013,870 $ 3,195,275

As at December 31, 2011, the Company has capital losses 28%Z50 available for Canadian income tax purpose to retuable capital gain of
future year which can be carried over to futureefimitely.
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17. Commitments

@

(b)

(©

(d)

(e)

®

The Company has entered into a land lease agreement in Inoegdiia for a term of 50 years ending December 31, 2056. Thap2ay is
required to pay an aggregate of $153,520 (RMB¥950,000)henthole lease term. The payment is to be made over the firged6 and a
summary of remaining payments are due as follows:

Year Annual Payments
2012 $ 12,928
2013 12,928
2014 12,928
2015 3,232
Total $ 42,016

The annual lease expense is $3,070, which is bas#te aggregate value amortized over the 50 y&@wc The remaining lease obligation over
the remaining lease life is $75,401. The currergg¢hmonth expense is $2,762.

The Company has a lease with Giamel Inc. with respect to itgaBahead office location. The lease is for a term of thresryefrom November
1,2011 to October 31, 2014, and the remaining Ipagment of $93,168 over the next three yearssifellaws:

Year Annual Payments
2012 $ 31,056
2013 31,056
2014 31,056
Total $ 93,168

The Company has currently sub-leased some offiaeestp offset the costs of the lease. Revenue thersub-lease are estimated to be $20,571.

The Company is committed to pay a management fee to its duPresident and C.E.O. in the amount of $90,000 annuallyerihinated, the
President & C.E.O. would be entitled to a termiorafiee equivalent to one year's full salary.

c) The Company has a lease with Dundee Canada (GP) Inc. veiffeceto its head office location. The lease is for a term @ fiears, from
October 2, 2008 to September 30, 2013, and theingmgdease payment of $237,996 over the next theees is as follows:

Year Annual Payments
2012 $ 22,688
2013 92,554
2014 54,961
Total $ 170,203

The Company engages the services of various consultants @s aeeded' basis. Such consultants provide services ©dimpany including,
but not limited to, accounting, marketing, administratitanslation and general advising regarding operatioretters of the Company. It is
management's belief that the services of such consulteatequired to achieve timely and efficient operationalcetien. Also, the breadth of
skills provided by such consultants is neededgintlof management's experience and expertise ogoarsue certain operational opportunities.

In November 2011, the Company announced that Inner Mon@pilitos City Zhungeer Chak Island Co., Ltd. (“Zhungeer”) agréo purchase 3
million Scots Pine seedlings at 1 Rmb (approximately $0.15)per seedling. Zhungeer paid a non-refundable deposit06f000 Rmb
(approximately $16,500 Cdn) on December 1st, 20hg.first tranche of seedlings was delivered inilAg012.
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18.

19.

Contingency

The Company was in dispute with a former joint venture partmiéh respect to a previously planned joint project. Thanrfer joint venture partner

claimed that the Company had breached its obligations potgo their previously entered joint venture agreemerd, iadicated that it would like to

have the matter heard by an arbitrator. The former jointwenpartner is seeking compensation of roughly $75,000. agament of the Company had
determined that the former joint venture partnglésn have no merit.

Changes in accounting policies
Accounting Standards issued and not applied

In 2011, the International Accounting Standards Board $BR) issued a number of new and revised accounting standanétsh are effective for
annual periods beginning on or after January 1, 2013, witly ealoption permitted. These new and revised accountiagdstrds have not yet been
adopted and the Company does not plan to earlyt ahypof the standards.

The following new or revised standards are not etqueto have a material impact on the amounts decbin the financial statements of the Company:

IFRS 10 - Consolidated Financial Statements;

IFRS 12 - Disclosure of Interests in Other Ergitie

IAS 27 - Separate Financial Statements;

IFRS 13 - Fair Value Measurement;

IFRS 11 - Joint Arrangements;

Amended IAS 19 - Employee Benefits; and

Amended IAS 28 - Investment in Associates and Jéamttures.

In 2011, the IASB also issued amended IAS 1 - Presentationnain€ial Statements, IFRS 7 - Financial instrument discles which is effective for
annual periods beginning on or after July 1, 2012 and IFRSi8arfial Instruments, which is effective for annual pesideginning on or after January
1, 2015, with early adoption permitted. IAS 1, IFRS 7 and IFRR&8re not expected to have a material impact on amounts etandthe financial
statements of the Company.

Further details of the new or revised accountiagdards and potential impact on the Company cdaurel in the
Annual Report for the year ended December 31, 2011.



