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The accompanying consolidated financial statements of the Company for the period ended June 30, 2010 have been
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ACADIAN MINING CORPORATION
CONSOLIDATED BALANCE SHEETS

Restated
JUNE 30 December 31
2010 2009 (Note 3)
ASSETS
Current
Cash and cash equivalents $ 948,587 $ 421,652
Receivables 68,718 83,408
Receivable from Royal Roads - 60,979
Investment in Royal Roads Corp. (Note 14) - 3,820,284
Prepaid expenses and deposits 140,469 188,762
1,157,774 4,675,085
Cash held for site remediation 924,485 9824 485
Property, plant and equipment (Note 4) 6,903,098 7,308,267
Mineral resource properties (Note 5) 5,341,017 5,118,771
$ 14,326,374 $ 18,027,608
LIABILITIES
Current
Accounts payable and accrued liabilities (Note 8) $ 3,347,756 $ 2,336,814
Capital lease obligation due within one year (Note 10) 2,098,795 2,526,941
5,446,551 4,863,755
Accrued site remediation (Note 9) 2,400,000 2,400,000
7,846,551 7,263,755
SHAREHOLDERS' EQUITY .
Capital stock (Note 8) 66,608,432 66,569,609
Contributed surplus (Note 7) 5,904,910 5,852,872
Deficit (66,033,519) (61,658,628)
6,479,823 10,763,853
$ 14,326,374 $ 18,027,608

The accompanying notes form an integral part of these consclidated financial statements
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ACADIAN MINING CORPORATION

CONSOLIDATED STATEMENT OF LOSS AND COMPREHENSIVE LOSS AND DEFICIT

Far the quarters ended June 30
Revenue

Cost of sales
Production costs
Depreciation, depletion and amortization
Accretion
Pit reclamation

Gross profit (loss)

Operating expenses
Amortization
Filing fees
Insurance
Interest and bank charges
Investor relations and information
Office and general
Professional fees
Rent
Royalties
Salaries and benefits
Stock based compensation
Environmental Monitoring
Exploration expenditures {Note 3)
Transfer agent fees
Travel

Operating loss

Interest and other income (Note 13)

Loss from investee accounted for using the equity method

and impairment charge (Note 14)
Future income taxes recovered
Net loss and comprehensive loss
Deficit, beginning of year as previously stated

Change in accounting policy for the write off of
exploration expenses (Note 3)

Deficit, end of period

Income (loss} per share - basic and diluted

Restated (Note 3)

2010 2008
3 Months 6 Months 3 Months 6 Months

3 412 241 $ 2,381,027

830,027 3,285,359

611,161 1,196,834

6,556 13,390

303,218 786,988

1,750,962 5,282,471

(1,338,721) {2,901,444)

174,968 334,658 63,747 154,001
6,118 32,245 12,288 22,510
33,838 70,160 68,427 141,572
1,710 4,017 158,568 425,507

69 11,554 27,530 39,408

82,912 455,558 26,938 104,784
120,319 183,493 473,816 781,794
251470 55772 30,961 £3,480

- - 7,832 138,603

198,695 696,848 188,341 452,261
52,038 52,038 - -
41,063 70,218 25,795 49,597
422,831 863,125 57,788 124,975
23,450 24,921 15,430 17,676
67,088 91,335 13,742 31,923
1,248,269 2,645,943 1,174,213 2,538,181
(1,248,269) (2,645,943) (2,508,934) (5,439,625)
218,461 228,498 - 39,000

- (1,957,446) (84,314)

- - (53,268) 541,800
(1,029,808) {4,374,891) (2,563,202) (4,943,139)
{65,003,711) (51,708,445} (47,392,511} {45,079,761)
- (9,950,183} (7,667,170} (7,599,983)

$ (66,033,519) $ (66,033,519)

$ (0.002) §

(0.009)

$(57,822,883)

$ (0013

The accompanying notes form an integral part of these consolidated financial statements
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ACADIAN MINING CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the quarters ended June 30

Cash provided by (used in) the following activities
Operations

Net loss

Future income taxes

Amortization

Accrued site remediation

Issue of share options

Loss from investee accounted for using the equity method

and Impairment charge
Gain on sale of capital assets

Net change in non-cash working capital items (Note 12)

Investing
Acquisition of mineral resource properties
Acquisition of capital assets
Proceeds from sale of capital assets
Investment and advances investee

Financing
lssue of share capital - net of costs and
flow through funds
Sale of investment in Royal Roads
Decrease (increase) in cash held for site remediation

Net change in cash and cash equivalents for the year
Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of the year

Restated (Note 3)
2010
3 Months & Months 3 Months 6 Months
$(1,029,808) $(4,374,891) $ (2,563,202) $ (4,943,139)
- - (541,800}
174,968 334,658 675,623 1,351,550
- - 6,556 13,390
52,038 52,038 .
- 1,957,446 53,268 84,314
(202,647) {202,647)
(154,578) 813,399 512,889 2,368,350
(1,160,027) {1,419,997) (1,314,866) {1,667,335)
(114,783) {182,422) (22,332) {38,253)
{154,993) {154,993) (10,000) (10,000)
321,509 321,509
- - {6,051)
51,733 {15,908) {38,383) {48,253)
- - 1,002,790 1,002,790
1,962,838 1,962,838
- - 353,965 687,745
1,962,838 1,962,838 1,356,755 1.690,535
854,544 526,935 3,506 (25,053)
94,043 421,652 181,651 210,211
$ 948,587 $ 948,587 $ 185,157 3 185,158

The accompanying notes form an integral part of these consoclidated financial statements
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ACADIAN MINING CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED JUNE 30, 2010

1. Basls of presentation and going concern issues and description of operations

Basis of presentation and going concern issues

These financial statements have been prepared In accordance with Canadian generally accepted accounting principles on a going
concemn basig, which presumes the Company will continue in operations for the foreseeable future and will be able to realize its assets
and discharge its liabilities and commitments in the ordinary course of business,

As at June 30, 2010, Acadian Mining Corporation (the "Company") has cash of $948,587, negative working capital in the amount of
$4,288,778 and shareholders equity in the amount of $6,479,823. Continuation of the Company as a going concem is dependent upon
the continued financial support of the controlling sharsholder, other equity or debt financing or proceeds from the sale of assets. Should
the geing concem assumption prove not to be appropriate further adjusiments will be required to the carmying amounts and/or
classification of the Company's assets and liabilities and the adjustments are likely o be material. The consolidated financial statements
do not reflect any adjustments related to conditions that occurred subsequent to June 30, 2010.

ScoZine Limited Companies' Creditor Arrangement Act Proceedings

In the previous year, the Company's wholly owned subsidiary ScoZinc Limited (*Scozinc"jrequested and was granted protection under
the CCAA that was subsequently extended by the Nova Scolia Supreme Court ("Court”) until May 28, 2009. The purpose of the
protection and extension was to enable ScoZine o conclude all operations and complete necessary ming site ramediation efforts in
crder to put the mine site on care and maintenance. It also enabled ScoZinc to prepare a plan of arrangement or compromise for
submission to its creditors and to the Court. ScoZinc Is mining and miling operations ceased March 24, 2009, the pit rehabilitation
project was concluded April 28, 2009. The creditors meeting for consideration of the proposal was held on May 28, 2008.

Under the terms of the initial order, Grant Themton Limited was named court appointed monitor under the CCAA proceedings.

As part of the CCAA procaedings, ScoZinc obtained an order granting it access to Deblor in Possession financing ("DIP” financing) of
up to $1.0 million. The DIP order granted TCE Capital Corporation {the DIP provider) a priority charge and security interest in all of the
proparty of SeoZinc as security for repayment of amounts advanced pursuant 1o the DIP Facility, The Company estimated that ScoZinc
would be cash flow negative in the amount of approximately $1,100,000 during the CCAA proceedings and that the DIP lender will be
repaid with funds that Acadian loans to ScoZine, subject to the investment of $40.0 million by Golden River Resources in the Company.

As a consequence of the CCAA proceedings, all actions to enforce or otherwise effect payment or repayment of any liabilities preceding
the petition date (December 22, 2008) were stayed until May 28, 2009. At the meeting of creditors on May 26, 2009, ScoZinc's proposal
was accepted and subsequently approved by the Court en July 8, 2009. On July 8, 2009 the CCAA proceedings were settled. The DIP
lender and professional fess incurred for advice on creditor protection were paid in full and all their security was released along with all
the setllement for the secured and unsecured creditors governed by the plan. The Company financed the setflement with funds that
were received from Golden River Resources Corporation ("Golden River”) in the second tranche of the private placement. See
"Financing Update" below. The Company recorded a gain on the setliement of these liabilities under the CCAA protection of $2,793,074
(net of loss on sale of equipment of $311,096) in 2009.

As a resull of this filing the Company’s long term debt, including capital lease obligations and eguipment financing with Komatsu
Finance, was in default and was therefore classified as a current liability. See Note 10 for further details on the capital lease abligation.

Einancing Update

On March 17, 2009 the Company announced it had entered into an agreement with Golden River Resource Carporation ("Gelden
River"} to complete a private placement of up to 338,111,334 common shares for aggregate proceeds of up to $10,000,000. The
placement occurred in several tranches throughout 2008, representing approximately 69% of the total issued and cutstanding common
shares of Acadian. Subsequent to quarter end on July 8, 2010 the Company announced it had issued Golden River in a private
placement 49,233,866 common shares at a pice of $0.03 for aggregate proceeds of $1,477,016. Following the completion Golden
River will own 387,345,200 commen shares or approximately 71.5% of the issued and outstanding common shares of the Company.

During the year the Company has received funds from the controlling shareholder, Golden River in the aggregate amount of $850,182.
This is a nen interest bearing loan with no set terms of repayment.

On April 30, 2010, the Company closed the sale of its interest in Royat Roads for proceeds of CDN$1.96 miliion.
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ACADIAN MINING CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED JUNE 38, 2010

2. Accounting policies

The consolidated financial statements of the Company have been prepared by management in accordance with Canadian generally
accepted accounting principles, The financial statements have, in management's opinion, been properly prepared within reasonable
limits of materiality and within the framewark of the accounting policies summarized below:

{a) Basis of Consolidation

The Campany accounts have been consolidated with its subsidiaries, ScoZinc Limited, Annapolis Properties Corp, 6927629 Canada Inc
and 6178053 Canada Inc. The Company accounts were consclidated with Royal Roads Corp. until March 31, 2007. Subsequent to
March 31, 2007 Royal Roads Corp issued shares sufficiant to drop the Company's holdings to less than fifty percent. The financial
statements now include Royal Roads Corp. aclivities on an equity accounted basis. On Aprl 30, 2010 the Company sold ils full
investment in Royal Roads and therefore equity accounting ceased at this point,

In accordance with the Company’s stated accounting policy, long lived assets are reviewsd and evaluated for impairment whenever
events or changes in circumstances indicate the camying amount of an asset may not be recoverable. Management reviewed the
recoverability based on the decline in world base metal prices and the lack of credit facilties which have negatively impacted base
metals mines.

(b} Cash and cash equivalents:

Cash and cash equivalents consists of cash, demand deposits and highly liquid short term investments with an initial term of 90 days or
less.

{c) Revenue recognition and receivables

Revenue is recognized at the time that the ciushed ore is shipped, which is also the time that fitle fransfers. The crushed ore is sold
under contracts that provide for the final prices to be determined by the quoted market prices in a period subsequent to the date of sale.
Revenug is recorded using a provisional pricing based on the market prices in the month of shipment and the assayed amount of
minerals contained in the crushed ore,

Variations between the price recorded at shipment and the final prices are caused by changes in the market and resutt in an embedded
derivative in accounts receivable. The embedded derivative is recorded at fair value each period until the final settlement cccurs, with
changes in the fair value classified as a component of revenue,

(d) Inventories

Inventory is recorded at the lower of cost and net realizable value. The classifications include stockpiled ore, in-process inventary,
finished goods inventory and materials. The costs of preduction inventory include direct production costs and attributable overheads
including amortization and accretion expenses.

Stockpiles are comprised of coarse ore that has been extracted from the mine and is awaiting further processing. Mining production
costs are added to the stockpiles as incurred and removed from the stockpile based on an average cost per tonne as the matenial is
moved to a furher phase of production.

In process and concentrate inventories include costs of the ore removed from the stockpile as well as mill production cosis incurred to
convert the ore into a saleable product. Costs are defermined on an average basis.

Mine and mill supplies include equipment parts, fuel and reagents consumed in ore processing. Materials and supplies are valued at the
lower of average cost or replacement cost,

In June 2007, the CICA issued Section 3031, “Inventories”, to harmonize accounting for inventories under Canadian GAAP with IFRS.
This standard requires the measurement of inventories at the lower of cost and net realizable value and includes guidance on the
determination of cost, including allocation of overheads and other costs to inventory, The standard also requires the consistent use of
either first-in, first-out (FIFO) or weighted average cost formula to measure the cost of inventoriss and requites the reversal of previous
wiite downs to net realizable value when there is a subsequent increase in the value of inventories. The new standard applies to fiscal
years beginning on or after January 1, 2008. The Company adopted this standard on January 1, 2008,

(6) Sections 3064 and 1000 — Goodwill and Intangible Assets

In February 2008, the CICA issued new Section 3064, “Goodwill and intangible assets”, replacing Section 3062, "Goodwill and Cther
intangible assets”, and Section 3450, “Research and development costs™. Section 3064 addresses when an intemally developed
intangible assel meets the criteria for recogniion as an asset. The Section also issued amendments to Section 1000, “Financial
Statement Concepts™. These changes are effective for fiscal years beginning on or after Octaber 1, 2008, with earier adoption
permitied, and was adopted by the Company effective January 1, 2009. The objectives of the changes are to reinforce a principles-
based approach to the recognition of costs as assets and to clarify the application of the concept of matching revenues and expenses in
Section 1000. Collectively, these changes bring Canadian practice closer to Intematicnal Financial Reporting Standards and U.S. GAAP
by eliminating the practice of recognizing as assets a variety of startup, preproduction and similar costs that do not meet the definition
and recegnition criteria of an asset. The Company has determined that adoption of the new standards did not have a significant effect on
financial statements.
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ACADIAN MINING CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED JUNE 30, 2010

2. Accounting policies {continued)

{f) Stripping Costs

The Company accounts for stripping costs according to CICA EIC-160, "Stripping Costs Incurred in the Production Phase of a Mining
Operation™. EIC-160 clarifies the treatment of costs associated with activity of removing overburden and other mine waste materials in
the production stage and requires that these costs be charged to income in the period in which they are incurred, except when the
sitipping activity provides a betterment to the property. Costs represent a bettenmant when the stripping provides access to reserves
that will be produced in future periods that would not have otherwise been accessible in the absence of the activity,

(g) Properly, plant and equipment

Property, plant and equipment are recorded at cost. Depreciation is provided for on head-office assets using the declining balance
method at the following annual rates {in the year of acquisition one-half of the calculated depreciation is recognized):

Vehicles 30%
Building 5%
Office fixtures and computer equipment 20%

Assets from the ScoZinc acquisition were dapreciated on a straight line balance method over the expected life of the mine at thiteen
and one half years, assets under capital lease were depreciated on a straight line basis over the four year term of the lease.

(h} Leases

Leases meeting cerlain criteria are accounted for as a capital lease. Imputed interest is charged against income. The capitalized value
of the assets is depreciated over the term of the lease. The Company has entered into leasing agreements of four year terms for
mining equipment, Obligations under capital leases are reduced by the rental payments net of imputed interest. All other leases are
treated as operating lease.

(i) Stock based compensation

The Company has a stock-based compensation plan that is described in Note 5. The CICA Handbook, Section 3870, establishas
standards for the recognition, measurement and disclosure of stock-based compensation and other stock-based payments for goods
and or services. The Section requires that awards of stock be measured at fair value.

{iy Eamings per share

The Company has adopted the new recommendations of the CICA Handbook section 3500, Earning per Share ("EPS"). The revised
section requires the presentation of both basic and diluted EPS on the face of the income statement regardless of the materiality of the
difference between them. In addition, thé new recommendations require the use of the freasury stock method to compute the dilutive
effects of options, wamants and similar instruments as opposed to the previous method used which was the imputed eamings
approach. The section also requires the disclosure of a reconciliation of the calculation of basic and diluted EPS.

(k) Flow-fhough shares

The Company accounts for the future income tax effect of flow-through share offerings as laid ot in EIC - 146. As required under EIC
146 any future income tax effect of the flow-through offering is recognized as a share issue expense in the period in which the
expenditures are renounced under the provision of the Income Tax Act.

{l} Reclamation and Closure Costs

Effective January 1, 2004, the Company adopted CICA 3110, “Asset Retirement Obligations™ which requires that the estimated fair
value of liabilities for asset retirement obligations be recognized in the period in which they are incurred. A comresponding increase to the
camying amount of the retated asset is recorded and depreciated over the life of the asset, The estimates used in the valuations are
based primarily on legal and regulatory requirements. it is possible that the Company's estimates of its uimate reclamation and closure
liabitities could change as a result of changes in regulations, the extent of environmental remediafion required, the means of reclamation
or cost estimates. Changes in estimates are accounted for prospectively from the period the estimate is revised.

(m) Long-ived assets

The Company menitors the recoverability of long-iived assets, based on factors such as cument market value, future asset utilization,
business climate and future undiscounted cash flows expected to result from the use of the related assets. The Company's policy is to
record an impairment less in the period when it is delermined that the camying amount of the asset may not be recoverable. The
impairment loss is calculated as the amount by which the carrying amount of the asset exceeds the undisccunted estimate of future
cash flows from the asset. EIC - 174 - Mining Exploration Costs gives further guidance on the capitalization. of mining costs and
impairment of those costs,
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ACADIAN MINING CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED JUNE 30, 2010

2. Accounting policies (continued)
(n) Financial insfruments

The Canadian Institute of Chartered Accountants ("CICA") issued the following new Handbook Sections, which were effective for interim
periods beginning on or after October 1, 2007 and were adopted in the prior fiscal year: -

Section 3882, “Financial Instruments — Disclosures”, describes the required disclosure for the assessment of the significance of financial
instruments for an entity’s financial position and performance and of the nature and extent of risks arsing from financial instruments to
which the enfity is exposed and how the entity manages those risks. This section and Section 3863, “Financial Instruments -
Prasentation” replaced Section 3861, "Financial Instruments - Disclosure and Presentation®,

Section 3863, "Financial Instruments — Presentation®, establishes standards for presentation of financial instruments and non-financial
derivatives.

Section 3865 of the CICA Handbook specifies the circumstances under which hedge accounting is pemissible and how hedge
accounting may be perfarmed. The Company curently does not held any financial instruments designated for hedge accounting.

All finandial assets and liabilities are classified into one of the following five categores: held for trading, held to maturity, loans and
receivables, available for sale financial assets, or other financial liabilities, Held for trading financial assets are measured at fair value
and changes are recognized in net income; avallable for sale financial assets are measured at fair value with changes recorded in other
comprehensive income until the investment is derecognized or impaired at which time the amounts would be recorded in net income.
Loans and receivables, held to maturity investments and other financial liabilities are measured at amorized cost.

Under the new standards, policies followed for periods prior to the effeclive date generally are not reversed and therefore, the
comparative figures have nct been restated. The adoption of these Handbook sections had no impact on the opening retained
eamings.

The Company has designated its cash and cash equivalents as held for trading, which are measured at fair value. Accounts receivable
are classified as loans and receivables which are measured at amortized cost. As mentioned in Note 2(c) the Company's accounts
receivable from mineral sales have an embedded derivative due to the price fluctuations in the quoted market prices. Under the new
standards, embedded derivatives are treated as separate derivatives if their economic characteristics and risks are not clearly or ciosely
related to that of the host instrument, the terms of the embedded derivative are the same as those of a stand alone derivative, and the
combined contract is not held for trading or designated at fair value. These embedded derivatives are measured at fair value at each
balance sheet date with subsequent changes recognized in net earnings (foss) in the period the changes arse. Accounts payable and
accrued liabilities are classified as other financial liabilties. The Company has neither available for sale or held to maturity instruments.

As at June 30, 2010 the fair values of the Company's assets and liabilities approximate their carrying value due to the relatively short
maturity or current market rate associated with these instruments.

Section 1530 of the CICA Handbock introduces the term Comprehensive income, which consists of net eamings and other
comprehensive income (OCI). Comprehensive income represenis changes in Shareholders equity during the peiicd arising from
transactions and other events with non-owner sources, OCI includes gains and losses unrealized from available for sale assets, that are
excluded from net eamings in accordance with GAAP. The Company currently has not designated any instruments as available for sale
and therefore does not currently have any OCI.

The additional disclosures, required as a result of the adoption of (i) Sec 3862 and 3863, have been included in Note 15, Financial
Instruments and (ii).

(0) Future income taxes
The Company accounts for income taxes under the asset and liabilty method. The difference between the tax basis of assets and
liabiities and their carrying value on the balance sheet is used to calculate future tax assets and fiabifties. The future tax assets and

liabifities have been measured using substantively enacted tax rates that will be in effect when the differences are expected to reverse.

(p} Foreign Gurrency Translation

Revenues and expenses denominated in foreign currencies are translated into Canadian dollars at the average exchange rate for the
pericd.

() Investment in Company Subject to Significant influence

Investrments in companies subjact to significant influence are caried using the equity method of accounting under which the investment
is originally recorded at costs and is adjusted for the investors share of the investees income or foss. The investment in companies
subject to significant influence will be written down when there is a decline in value that is other than temporary.

() Use of astimales

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amount of assels and liabilittes and disclosures of contingent assets and liabiities at
the date of the financial statements and the reported amaunt of revenues and expenses during the period. Actual results may differ
from those estimates.
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ACADIAN MINING CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED JUNE 30, 2010

2. Accounting policies {continued)
(s) Capital disciosures

Section 1535, "Capiial Disclosures®, establishes standards for disclosing information about an entity’s capital and how it is managed. It
describes the disclosure requirements of the entity's objectives, policies and processes for managing capital, the quantitative data
relating to what the entity regards as capital, whether the entity has complied with capital requirements, and, if it has not complied, the
consequences of such non-compliance. Sec 1535, have been included in Note 16, Capital Management.

ft} Accounting pronouncements applicable to future periods

{i) International Financial Reperting Standards (*IFRS")

In February 2008, the CICA announced that Canadian GAAP for publicly accountable enterprises will be replaced by Intemational
Financial Reporting Standards (“IFRS™) for interim and annual financial statements for fiscal years beginning on or after January 1,
2011, The standard also requires that the comparative figures for 2010 be based on [FRS. The Company has implemented a four stage
convarsion process into IFRS. Phase 1 — preliminary plan and scoping, Phase 2 — detailed assessment, conversion planning and
development, Phase 3 — Implementation and parallel reporting and Phase 4 - ongoing monitoring and IFRS updates. As of March 31,
2010 the Company has completed Phase 1 which included putting together an inifial project plan with Board oversight, education,
scoping relevant IFRS and identification of policy differences between IFRS and Canadian GAAP and now is moved into Phase 2.

(i) Business Combinations

In January 2009, the CICA issued Handbook Section 1582, "Business combinations," which replaces the existing standards. This
saction establishes the standards for the accounting of business combinations, and states that all assets and liabilities of an acquired
business will ba recorded at fair value. Obligations for contingent considerations and contingencies will also be recorded at fair value at
the acquisition date. The standard also states that acquisition-related costs will bs expensed as incurred and that restructuring charges
will be expensed in the pericds after the acquisition date. This standard is equivalent to the International Financial Reporting Standards
on business combinations, This standard is applied prospectively to business combinations with acquisition dates on or after January 1,
2011. Earliar adoption is parmitted.

(iiiy Non-controlling interests

In January 2009, the CICA issued Handbook Section 1602, "Non-controlling interests,” which establishes standaids for the accounting
of non-controlling interests of a subsidiary in the preparation of consolidated financial statements subsequent to a business
combination. This standard is equivalent to the International Financial Reporting $tandards on consolidated and separate financial
statements. This standard is effective for 2011. Earlier adoption is permitted,

(iv} Consclidated financial statements

In January 2009, the CICA issued Handbeook Section 1601, "Consolidated financial statements,” which replaces the existing standards.
This section establishes the standards for preparing consclidated financial statements and is effective for 2011. standards. Earlier
adoption is pemnitted,

3 Changes in Accounting policles
Mining inferests and deferred development and exploration expenditures

On January 1, 2010 the Company changed its accounting policy so as to expense all expenditures relating to the exploration and
development of its mineral properties. The impact on the current quarter was exploration expenses of $422,831 (2009 - §57,788).

The retrospeclive application has reduced the mineral resource properties as of January 1, 2010 by $9,850,183 (Jan 1, 2009 -
$7,568,983) and increased the opening deficit at January 4, 2010 by $9,950,183 (Jan. 1, 2009 - $7,599,983).

The Company's previous policy was to defer expenditures related to the exploration and development of #s mining properties, including
direct administrative expenditures, until such time as they are brought into production or are deemed eccnomically unfeasible. Upon
commencement of commercial production, the cost of acquiring the mining properly and all related deferred exploration and
development expenditures will be amortized on a unit of production basis, Should the properies be abandened or be determined to be
economically unfeasible they wilt be written off in their entirety. CICA Emerging Issues Committee ("EIC")} - 174 - Mining Exploration
Costs gives further guidance on the capitalization of mining costs and impairment of thase costs.
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ACADIAN MINING CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED JUNE 30, 2010

4 Property, plant and equipment:

Accumulated
Cost Depreciation Nat
Office: -
Building $ 262,970 § 24,404 238,566
Automotive equipment 122,748 78,874 43,874
Equipment 165,000 165,000 -
Office fixtures and computer equipment 527,786 165,567 362,218
1,078,504 433,845 844,650
Mine site
Land 566,950 566,950
Building 2,370,491 528,288 1,842,203
Automotive equipment 392,547 179,883 212,684
Mobile equipment under capital lease* ) -
Equipment 5,789,255 2,152,653 3,636,602
9,119,243 2,860,804 8,258,439
Balance June 30, 2010 $ 10,197,747 $ 3,294,649 6,903,098
Office:
Building $ 120,840 § 15,589 105,261
Automotive equipment 122,748 69,281 53,467
Equipment 165,000 165,000 -
Office fixtures and computer equipment 514,923 121,062 393,861
923,511 370,932 552,579
Mine site
Land 566,950 566,950
Building 2,370,491 436,972 1,833,619
Automotive equipment 392,547 156,232 236,315
Mobile equipment under capital lease” 1,467,845 1,238,845 229,000
Equipment 5,789 255 1,999,351 3,789,904
10,587,088 3,831,400 8,756,688
Balance December 31, 2009 3 11,510,599 § 4,202,332 7,308,267
* Sea Note 8 for further details on the capitai lease.
§ Mineral resource properties:
Mineral resource properties consists of the following:
2009 2010
Claim Cost Claim Cost
Nova Scotia:
Forast Hil $ 1,351,220 1,351,130
Beaver Dam 570,622 577,408
Tangier 291,249 293,305
Goldenville 187,919 188,571
15 Mile Stream 2,271,388 2,402,029
Other * 447,373 528,576
Balance June 30, 2010 % 5,119,771 5,341,017

*Other is net of an impairment charga on base matal claims and defared exploration cosis of $1,075,133 in 2009.
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ACADIAN MINING CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE QUARTER ENDED JUNE 30, 2010

6 Capital stock
Authorized:

Unlimited number of common shares
Unlimited number of preference shares

Capital stock is made up as follows:

2009 2010
Warrants (i) $ - $ -
Common shares (i) 66,569,609 66,608,432
3 66,569,609 $ 66,608,432
(i) Warrants issued:
Balance December 31, 2007 $ 3,330,820
Broker warrants issued 53,900
Value of expired warrants allocated to contributed surplus {3,330,828)
Balance December 31, 2008 © 63,900
Value of expired warrants allocated to contributed surplus {63,900}
Balance December 31, 2009 and June 30, 2010 $ -
(i) Common shares issued: # of shares $ Value
Balance December 31, 2007 142,087,907 $ 54,118,358
Issued for mining properies 120,000 42,000
Options exercised 350,000 208,000
Purchased and canceled (155,000 (51,589)
Private placement $1,000,000 3,000,000
Less: Share issue costs (253,707)
Batance December 31, 2008 153,402,907 57,063,062
Issued for mining properties 93,000 2,790
Private placement 338,111,334 10,000,000
Opticns exercised 84,375 45,557
Less: Share issus costs (541,800}
Balance December 31, 2009 491,691,616 3 66,569,609
Issued for mining properies 647,059 38,823
Balance June 30, 2010 492,338,676 $ 66,608,432

(a) During the current quarter the Company issued 647,059 common shares at a deemed price of $0.06 as consideration for land
accass rights at the 15 Mile Steam property.

{b) During the pravious year the Company issuad 93,000 common shares at a deemed price of $0.03 as consideration for the
extension of the option terms on the Cldham claims.

The Company renounced $1,500,000 in efigible expenditures relating to the flow-through shares common shares issued during
2008 and recognized $541,800 in future faxes as a cost of issuing the shares.

During 2008 the Company completed a private placement for 338,111,334 common shares at a price of approximately $0.03 per
share for aggregate gross proceeds of $10,000,000.

{c) During 2008 year the Company completed a private placement for 6,000,000 common shares at a price of $0.26 per share and
5,000,000 fow-through commoen shares at a price of $0.30 for aggregate gross proceeds of $3,000,000.

The Company paid the underwriters a work fee and a cash commission equal to 6% of the proceeds of the private placement and
issued Broker warrants to acquire 220,000 common shares at $0.30 per commaon share exercisable anytime until September 2,
2008, The warrants expired unexercised during the previous year.
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ACADIAN MINING CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED JUNE 30, 2010
6 Capital stock (continued)
Stock-based compensation plan:

The Company has a comman share purchase option plan {the "Plan") for directors, officers, employees and consultants. Options
granted under the Plan have a five-year term. Options are granted at a price no lower than the market price of the common shares
at the time of the grant.

A summary of the Company's options at December 31, 2009 and June 30, 2010 is presented below:

Options Waighted-Average
Outstanding Exercise price

At December 31, 2008 6,880,000 $0.80
Cancelled (1.005,625) $0.65
Expired {675,000) $0.25
Exercised (84,375) $0.18

At December 31, 2000 5,095,000 $0.82
Expired (2,165,000)
Issued 5,000,000 $0.04

At June 30, 2010

7,830,000

The following table summarizes information about the options outstanding at June 30, 2010

Exerclse Options outstanding Remaining
Price and exercisable confractual life
$0.74 600,000 1.1 years
$0.53 750,000 1.6 years
$1.12 200,000 2.1 years
$1.00 800,000 2.2 years
$1.01 150,000 2.5 years
$0.71 130,000 2.9 years
$0.58 300,000 3.2 years
$0.04 5,000,000 5.0 years

7 930,000

The following table summarizes information about the options cutstanding at December 31, 2009

Exercise Options outstanding Ramaining
Price and exercisable contractual life
$0.71 1,500,000 1.3 years
$0.53 750,000 1.9 years
§112 250,000 2.3 years
$1.00 2,000,000 2.5 years
$1.01 150,000 2.7 years
$0.71 145,000 3.2 years
$0.58 300,000 3.5 years

5,095,000 2.2 years

Share purchase warrants:

A summary of the Company's warrants at December 31, 2009 and June 30, 2010 is presented helow;

Warrants Welghted-Average
Qutstanding Exercise price
At December 31, 2007 11,132,344 $1.32
Expired (11,132,344) $1.32
Granted 220,000 $0.30
At December 31, 2008 220,000 $0.30
Expired (220,000) $0.30

At December 31, 2009 and June 30, 2010
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ACADIAN MINING CORPORATION
NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED JUNE 30, 2010

7 Contributed surplus

Balance, December 31, 2007 $ 2,345,076
Excess of acquisition price over capital value of cancelled shares (29,922)
Value of unexercised expired warrants . 3,330,829
Stock based compensation . 37e10
Transfer to share capital on exercise of options {134,250}

Balance, Decamber 31, 2008 5,829,343
Value of unexercised expired warrants 53,900
Value of oplions exercised (30,371}

Balance, December 31, 2009 5,852,872
Value of options issued 52,038

Balance, June 30, 2010 $ £,904,910

In determining the stock-based compensation expense, in fiscal 2010, the fair value of the options issved were estimated using a
Black-Scholes option pricing model with the following weighted average assumplions used: dividend yield of 0%, expected volatility
of 62%, risk free interest rate of 1.5% and expected e of 60 months,

8 Related Party Transactions

Dufing the year the Company charged fees for common costs and salaries of $90,000 (2009 - $122,180) to Royal Roads and
Buchans River Ltd., including a proportionate share of rent, administrative supplies and services as well as services provided by the
Company including those of controller, engineers and geologists. The amount charged is estimated to be the fair value of the costs,
This amount was offset against interest owing to Royal Reads on inter-company advances.

As part of the conditions of the private placement with Golden River the Company acquired the remaining 50% of the 15 Mite
Stream mineral claims for a cash payment of $79,610 and a non-interest bearing note for $1.0 milion due one year from the date of
acquisition and 1% Net Smelter Royalty payable to Mr. Wil Fetderhof, former President , Director and CEQ of the Company, and
members of his family. The Company has the option fo extend thess terms for a futher 12 months for a $100,000 principal
payment. Amounts due are included in accounts payable and accrued liabilities on the balance sheet. Subsequent to quarter end
on July 8, 2010 the Company exercised the option to extend the agreement and issued the $100,000 payment.

During the previous year the Company completed a private placement with Golden River, issuing 338,111,334 commaon shares,
representing approximately 68% of the total issued and outstanding commen shares of Acadian for proceeds of $10 milion. The
Company used a significant postion of the proceeds to settle its obligations under the terms of the CCAA proposal.

On July 8, 2010 the Company anncunced that it reached an agreement with Golden River to complete & private placement of
49,233,866 common shares al a price of $0.03 per common share for aggregate proceeds of $1,477,018. Fellowing the completion
Golden River will own 387,345,200 common shares or approximately 71.5% of the issuad and outstanding common shares of
Acadian.

Dufing the year the Company has received funds from the controling shareholder, Galden River in the aggregate amount of
$850,181. This is a non interest bearing loan with no set terms of repayment.

All related parly transactions and balances have been recorded at amounts agreed to by the parties which equals the exchange
amount.

9 Commitments

The Comparny is committed to minimurn annual lease payments of $103,607 on its office premises until Octobaer, 2013. Subsequent
to quarter end, effective September 1, 2040, the Company has sublet this office premises.

The Company has agreed with the Province of Nova Scotia to remediate the Scotia Mine facility to an agreed status at the end of
mining operations at the site. The Company had previously agreed to deposit $1,400,000 with the Province fo guarantes the
remediation work. Currently the Company has $612,652 on deposit and has agreed to deposit the remaining $787,348 prior to re-
cammencement of operations.

10 Capital Lease Obligation

ScoZinc entered into lease agreements for heavy equipment with Komatsu Finance ("Komatsu”) which transfer substantially ali the
banefits and risks of ownership to ScoZinc. The leases bear interest at 7.2%, are for a four year term and have an opfion for
ScoZinc to acquire the assets for 10% of the original cost. ScoZinc placed a twenty percent down payment on the leases.
ScoZing's obligations under the leases are guaranteed by the Company.

ScoZine suspended payments under the lease obligations fo Komatsu in December 2008 prior to seeking protection under the
Companies’ Creditor Arrangement Act. In April 2009 ScoZinc returned the leased flast, with a book value of $2,821,779, to Komatsu
once the slope rehabilitation project was completed (Mote 3). ’

In December 2008, ScoZinc began paying $7,000 per week in interest to Komatsu while the equipment was still in use. Once the
equipment was retumed the interest payments were stopped. As the lease payments are in default they are all considered to be
current liabilities.

Acadian has guaranteed the equipment [eases with Komatsu. The estimated amounts owing under the lease contracts has been
fully accrued in the financial statements although the final amounts that will be payable has not yet been finally detarmined.
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11 Income taxes

The Company has available approximately $31,847,083 (2009 - $28,502,000) in non-capital loss carry-forwards which
can be carried forward and used against future taxable income until expiry as noted below. In addition, the Company
has available approximately $1,991,000 in share issue costs for tax purposes which can be deducted from taxable
income on a straight line basis over a five year period. The benefit associated with these [osses has not been

ACADIAN MINING CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
FOR THE QUARTER ENDED JUNE 30, 2010

recognized.
2010 $ 800,000
2014 1,070,000
2015 1,132,000
2026 2,230,000
2027 7,524,000
2028 10,151,000
2029 5,595,000
2030 4,374,891
$ 32,876,891
The Company has the following future income tax assets and {liabilities):
2009 2010
Non capital losses and share issue costs 3 8,252,000 3 9,739,000
Mineral rescurce properties {729,000} (729,000}
Property, plant and equipment and other 2,467,000 2,467,000
Valuation allowance {9,980,000) {11.,477,000)
Liability recognized in the financial statements $ - $ -
The following reconciles the effective tax rate {o the statutory rate on a percentage basis:
Statutory tax rate 24.67% 33.50%
Tax effect of losses not recognized -34.67% -33.50%
Tax effect of non-deductible expenses 0.00% 0.00%
Effective tax rates 0.00% 0.60%
12 Supplemental cash flow information
Far the period ended March 31 2009 2010
Accounts receivable [ 574,029 $ 14,690
Prepaid expenses and deposits 100,297 48,293
Inventory 1,455,355
Accounts payable and accrued liabilities {317,029) 1,010,947
Advances (repaymanis) fromfo Royal Roads (124,302) 80,979
Capital lease obligation due within onae year (321,510)
Debtor in possession financing 680,000
3 7,368,350 $ 813,399
Non-cash financing and investing activities: 2008 2010
Common shares issued for interest in mineral resource properties  $ 2,789 $ -
Future income tax recognized on renounced CEE 3 541,800 ] -
Cash paid for interest $ 427 544 3 1,293
Cash received as recovery of prior interest expense $ - 3 25,182
Cash paid for income taxes $ - $ -
13 Interest and Other Income
2008 2010
Interest Income $ 14,000 $ 170
Gain on sale of assets - 202,847
Miscellaneous revenue 25,000 27,988
$ 39,000 $ 230,805
Financing charges:
Interest on Long term debt $ - $ 28,500
Interest {recovery) and bank charges 292,781 {24,483)
Interest on Royal Roads Corp. loan 132,726 -
$ 425,507 [ 4,017
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FOR THE QUARTER ENDED JUNE 30, 2010

14. Investment in Royal Roads Corp.

The Company previously owned approximately 32.7 million shares of Royal Roads Corp. representing 29.18% of the issued and
outstanding shares of Royal Roads Corp. The investment is accounted for using the equity method of accounting.

In previous years Management's intentions with its investment in Royal Roads was for a long term invesiment and therefore the
investment had been caried at its underlying book value.

During the previous quarter as a result of Management deciding to pursue the option of selling this investment, Management feet
that a befter representation of the value is now the quoted market value and hence an impairment of $1,865,750 has been reflected
in the Statement of Loss and Deficit. Due to this decision the investment had also been reclassified from long term assets to cumrent
assets on the Balance Sheet.

During the current quarter the Company sold its full investment in Royal Roads for proceeds of $1.96 million.
16 Financial Instruments
Credit Risk
There is no significant concentration on credit risk. The credit risk exposure is considered normal for the business.

Fair value of financial instruments

The book value of cash and cash equivalents, receivables, and accounts payable and accrued liabilities all approximate their fair
values at June 30, 2010.

Interest rate risk

The Company's debt is limited to accounts payable and an obligation under capital leases therefore there is exposure to interest
rate risk,

Foreign cumency rate risk

The Company does not currently have any hedges in place for foreign currency risk. All revenue and expenses denominated in
foreign currencies are recorded using the average exchange rate for the period. As production has ceased the Company is not
currently exposed to any significant foreign currency risk.

Sensitivity Analysis

Financial instruments included in accounts receivable and prepaid expenses and deposits are classified as loans and recsivables,
which are measured at cost. Accounts payable and accrued liabilities and capital lease obligations are classified as other financial
liabilities, which are measured at cost. As at June 30, 2010, the carrying and fair value amounts of the Company's financial
instruments are the same.

The Company is exposed to interest rate visk primarily through its capital lease obligations. At June 30, 2010; the Company had
outstanding leases of $2,098,795. In the event that interest rates associated with these facilities were to increase 100 basis points,
the impact on future cash flows would be approximately $20,987 annually,

18. Capital Management

The Company's objective when managing capital are: (i} to ensure sufficient iquidity to support its financial obligations and execute
its operating and strategic plans; {ii) to minimize the cost of capital while taking into consideration current and future industry, market
and economic risks and conditions, and (iii) to maintain an optimal capital structure that provides necessary financial flexibility while
also ensuring compliance with any financial covenants.

The Company's objectives whan managing capital are to safeguard the Company's ability to continue as a going concem in order to
pursue the development of its mining properties and 1o maintain flexible capital structure which cptimizes the costs of capital at an
acceptable rate.

In the managemant of capital the Company only includes shareholders' equity which at June 30, 2010 is $6,479,823 (2000 -
$10,763,853).

There are no axternally imposed capital requirements. The Company manages the capital structure and makes adjustments to it
depending on economic conditions and the rate of anticipated expenditures, To maintain or adjust the capital structure, the
Company may attempt to issue new shares, issue new debt, acquire or dispose of assets or adjust the amount of cash and cash
equivalents and investmants. At the present time the only capital requirements are to satisfy the current liabilties.

17 Subsequent Events
On July 8, 2010 the Company announced that it reached an agreement with Golden River to complete a private placement of
49,233,866 commen shares at a price of $3.03 per common share for aggregate proceeds of $1,477,016. Following the complation

Golden River will own 387,345,200 common shares or approximately 71.6% of the issued and outstanding common shares of
Acadian.

Page 15 of 15



