
Notice of disclosure of non-auditor review of consolidated interim financial statements pursuant to National Instrument 

51-102, Part 4, subsection 4.3(3)(a) issued by the Canadian Securities Administrators.

The accompanying consolidated financial statements of the Company for the period ended March 31, 2010 have been

prepared in accordance with Canadian generally accepted accounting principles and are the responsibility of the Company's 

management. The Company's independent auditors have not performed an audit or a review of these interim financial 

statements. 

Date :May 12, 2010

ACADIAN MINING CORPORATION

FOR THE QUARTER ENDED MARCH 31, 2010

CONSOLIDATED FINANCIAL STATEMENTS



Restated

March 31 December 31

2010 2009 (Note 3)

ASSETS

Current

    Cash and cash equivalents 94,043$                     421,652$                   

    Receivables 40,644                       83,408                       

    Receivable from Royal Roads -                                 60,979                       

    Investment in Royal Roads Corp. (Note 14) 1,962,838                  3,920,284                  

    Prepaid expenses and deposits 180,116                     188,762                     

2,277,641                  4,675,085                  

Cash held for site remediation 924,485                     924,485                     

Property, plant and equipment (Note 4) 7,148,572                  7,308,267                  

Mineral resource properties (Note 5) 5,187,410                  5,119,771                  

15,538,108$              18,027,608$              

LIABILITIES

Current

    Accounts payable and accrued liabilities (Note 8) 3,192,397$                2,336,814$                

    Capital lease obligation due within one year (Note 10) 2,526,941                  2,526,941                  

5,719,338                  4,863,755                  

Accrued site remediation (Note 8) 2,400,000                  2,400,000                  

8,119,338                  7,263,755                  

SHAREHOLDERS' EQUITY

Capital stock (Note 6) 66,569,609                66,569,609                

Contributed surplus (Note 7) 5,852,872                  5,852,872                  

Deficit (65,003,711)               (61,658,628)               

7,418,770                  10,763,853                

15,538,108$              18,027,608$              

ACADIAN MINING CORPORATION

CONSOLIDATED BALANCE SHEETS

The accompanying notes form an integral part of these consolidated financial statements
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Restated
For the quarters ended March 31 2010 2009 (Note 3)

Revenue 1,968,786$        

Cost of sales
Production costs 2,455,332
Depreciation, depletion and amortization 585,673
Accretion 6,834
Pit reclamation 483,670             

3,531,509

Gross profit (loss) (1,562,723)

Operating expenses
Amortization 159,690             90,254               
Filing fees 26,128               10,212               
Insurance 36,322               73,145               
Interest and bank charges 2,307                 266,939             
Investor relations and information 11,485               11,878               
Office and general 72,646               77,846               
Professional fees 63,174               307,978             
Rent 30,602               22,519               
Royalties -                        130,861             
Salaries and benefits 500,153             263,920             
Environmental Monitoring 29,155               23,802               
Exploration expenditures (Note 3) 440,294             83,109               
Transfer agent fees 1,471                 2,246                 
Travel 24,247               18,181               

1,397,674          1,382,890          

Operating loss (1,397,674)         (2,945,613)         

Interest and other income (Note 13) 10,037               39,000               

Loss from investee  accounted  for using the  equity  method
and impairment charge (Note 14) (1,957,446)         (31,046)              

Future income taxes recovered -                        541,800             

Net loss and comprehensive loss (3,345,083)         (2,395,859)         

Deficit, beginning of year as previously stated (51,708,445)       (45,079,761)       

Change in accounting policy for the capitalization of
exploration expenses (Note 3) (9,950,183)         (7,599,983)         

Deficit, end of period (65,003,711)$     (55,075,603)$     

Income (loss) per share - basic and diluted (0.007)$              (0.015)$              

ACADIAN MINING CORPORATION

CONSOLIDATED STATEMENT OF LOSS AND COMPREHENSIVE LOSS AND DEFICIT

The accompanying notes form an integral part of these consolidated financial statements
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Restated

For the quarters ended March 31 2010 2009 (Note 3)

Cash provided by (used in) the following activities

Operations

    Net loss (3,345,083)$            (2,395,859)$      

    Future income taxes -                             (541,800)           

    Amortization 159,690                  675,927            

    Accrued site remediation -                             6,834                

    Loss from investee accounted for using the equity method

       and Impairment charge 1,957,446               31,046              

    Net change in non-cash working capital  items (Note 11) 967,977                  1,855,461         

(259,970)                (368,391)           

Investing

    Acquisition of mineral resource properties (67,639)                  -                       

    Investment and advances investee -                             6,051                

(67,639)                  6,051                

Financing

    Decrease (increase) in cash held for site remediation -                             333,780            

-                             333,780            

Net change in cash and cash equivalents for the year (327,609)                (28,560)             

Cash and cash equivalents, beginning of the year 421,652                  210,211            

Cash and cash equivalents, end of the year 94,043$                  181,651$          

ACADIAN MINING CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

The accompanying notes form an integral part of these consolidated financial statements
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1. Basis of presentation and going concern issues and description of operations

Financing Update

On March 17, 2009 the Company announced it had entered into an agreement with Golden River Resource Corporation ("Golden 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 2009, representing approximately 69% of the total issued and outstanding common shares of

Acadian.

ACADIAN MINING CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE QUARTER ENDED MARCH 31, 2010

During the current quarter the Company has received funds from the controlling shareholder, Golden River in the aggregate amount of

$600,000. This is a non interest bearing loan with no set terms of repayment. Subsequent to quarter end the Company received another

$200,000 from Golden River bringing the total loan to $800,000.

ScoZinc Limited Companies' Creditor Arrangement Act Proceedings

In the previous year, the Company's wholly owned subsidiary ScoZinc requested and was granted protection under the CCAA that was

subsequently extended by the Nova Scotia Supreme Court ("Court") until May 28, 2009. The purpose of the protection and extension

was to enable ScoZinc to conclude all operations and complete necessary mine site remediation efforts in order 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 mining and milling operations ceased March 24, 2009, the pit rehabilitation project was concluded April 28, 2009 and the

creditors meeting for consideration of the proposal was held on May 28, 2009.  

Basis of presentation and going concern issues

These financial statements have been prepared in accordance with Canadian generally accepted accounting principles on a going

concern basis, 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 March 31, 2010, Acadian Mining Corporation (the "Company") has cash of $94,043, negative working capital in the amount of

$3,441,697 and shareholders equity in the amount of $7,418,770. Continuation of the Company as a going concern is dependent upon the

continued financial support of the controlling shareholder, other equity or debt financing or proceeds from the sale of assets. Should the

going concern assumption prove not to be appropriate further adjustments will be required to the carrying amounts and/or classification of

the Company's assets and liabilities and the adjustments are likely to be material. The consolidated financial statements do not reflect any

adjustments related to conditions that occurred subsequent to March 31, 2010.

On April 30, 2010, the Company closed the sale of its interest in Royal Roads for proceeds of CDN$1.96 million.

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

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 on 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

settlement for the secured and unsecured creditors governed by the plan. The Company financed the settlement with funds that were

received from Golden River in the second tranche of the private placement. The Company recorded a gain on the settlement 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 result of this filing the Company’s long term debt, including capital lease obligations and equipment 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 obligation.

As part of the CCAA proceedings, ScoZinc obtained an order granting it access to Debtor 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

property of ScoZinc as security for repayment of amounts advanced pursuant to 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 ScoZinc, subject to the investment of $10.0 million by Golden River Resources in the Company.

Page 5 of 15



2. Accounting policies

(a) Basis of Consolidation

(b) Cash and cash equivalents:

(c) Revenue recognition and receivables

(d) Inventories

(e)   Sections 3064 and 1000 – Goodwill and Intangible Assets

ACADIAN MINING CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The Company accounts have been consolidated with its subsidiaries, ScoZinc Limited, Annapolis Properties Corp, 6927629 Canada Inc

and 6179053 Canada Inc. The Company accounts were consolidated with Royal Roads. until March 31, 2007. Subsequent to March 31,

2007 Royal Roads issued shares sufficient to drop the Company's holdings to less than fifty percent. The financial statements now include

Royal Roads Corp. activities on an equity accounted basis.

Revenue is recognized at the time that the crushed ore is shipped, which is also the time that title transfers. 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.

Revenue 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.

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 inventories and requires the reversal of previous write 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.

Variations between the price recorded at shipment and the final prices are caused by changes in the market and result in an embedded

derivative in accounts receivable. The embedded derivative is recorded at fair value each period until the final settlement occurs, with

changes in the fair value classified as a component of revenue.

In process and concentrate inventories include costs of the ore removed from the stockpile as well as mill production costs incurred to

convert the ore into a saleable product.  Costs are determined 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.

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 material is moved to a

further phase of production.

Inventory is recorded at the lower of cost and net realizable value. The classifications include stockpiled ore, in-process inventory, finished

goods inventory and materials. The costs of production inventory include direct production costs and attributable overheads including

amortization and accretion expenses.

FOR THE QUARTER ENDED MARCH 31, 2010

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 framework of the accounting policies summarized below:

In accordance with the Company's stated accounting policy, long lived assets are reviewed and evaluated for impairment whenever events 

or changes in circumstances indicate the carrying 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 facilities which have negatively impacted base metals mines.

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

less.

In February 2008, the CICA issued new Section 3064, “Goodwill and intangible assets”, replacing Section 3062, “Goodwill and Other

intangible assets”, and Section 3450, “Research and development costs”. Section 3064 addresses when an internally developed intangible

asset meets the criteria for recognition 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 October 1, 2008, with earlier adoption permitted, 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 International 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 recognition

criteria of an asset. The Company has determined that adoption of the new standards did not have a significant effect on the Company’s 

financial statements.
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2. Accounting policies (continued)

(f) Stripping Costs

(g) Property, plant and equipment

Vehicles 30%

Building 5%

Office fixtures and computer equipment 20%

(h) Leases

 

(i) Stock based compensation

(j) Earnings per share

(k) Flow-though shares

 

(l) Reclamation and Closure Costs

 

(m) Long-lived assets

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):

ACADIAN MINING CORPORATION

FOR THE QUARTER ENDED MARCH 31, 2010

Assets from the ScoZinc acquisition were depreciated on a straight line balance method over the expected life of the mine at thirteen and

one half years, assets under capital lease were depreciated on a straight line basis over the four year term of the lease.

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 corresponding increase to the carrying

amount of the related 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 ultimate reclamation and closure liabilities could

change as a result of changes in regulations, the extent of environmental remediation required, the means of reclamation or cost

estimates. Changes in estimates are accounted for prospectively from the period the estimate is revised.

The Company monitors the recoverability of long-lived assets, based on factors such as current 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 loss in the period when it is determined that the carrying 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 undiscounted 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.

Leases meeting certain 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.

The Company has a stock-based compensation plan that is described in Note 5. The CICA Handbook, Section 3870, establishes

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.

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 stripping

activity provides a betterment to the property. Costs represent a betterment 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.

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, the new recommendations require the use of the treasury stock method to compute the dilutive

effects of options, warrants and similar instruments as opposed to the previous method used which was the imputed earnings approach.

The section also requires the disclosure of a reconciliation of the calculation of basic and diluted EPS.

The Company accounts for the future income tax effect of flow-through share offerings as laid out 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.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. Accounting policies (continued)

(n) Financial instruments

(o) Future income taxes

(p) Foreign Currency Translation

(q) Investment in Company Subject to Significant Influence

(r) Use of estimates

ACADIAN MINING CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE QUARTER ENDED MARCH 31, 2010

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). 

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 closely 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 (loss) in the period the changes arise. Accounts payable and accrued liabilities

are classified as other financial liabilities. The Company has neither available for sale or held to maturity instruments.

As at March 31, 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 3865 of the CICA Handbook specifies the circumstances under which hedge accounting is permissible and how hedge accounting

may be performed. The Company currently does not hold any financial instruments designated for hedge accounting.

Section 1530 of the CICA Handbook introduces the term Comprehensive income, which consists of net earnings and other

comprehensive income (OCI). Comprehensive income represents changes in Shareholders equity during the period 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 earnings 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 preparation of financial statements in conformity with generally accepted accounting principles requires management to make

estimates and assumptions that affect the reported amount of assets and liabilities and disclosures of contingent assets and liabilities at

the date of the financial statements and the reported amount of revenues and expenses during the period. Actual results may differ from

those estimates.

The Company accounts for income taxes under the asset and liability method. The difference between the tax basis of assets and liabilities

and their carrying value on the balance sheet is used to calculate future tax assets and liabilities. The future tax assets and liabilities have

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

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

period.

Investments in companies subject to significant influence are carried 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 loss. The investment in companies subject to

significant influence will be written down when there is a decline in value that is other than temporary.

Under the new standards, policies followed for periods prior to the effective date generally are not reversed and therefore, the comparative

figures have not been restated. The adoption of these Handbook sections had no impact on the opening retained earnings.

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 3862, “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 arising from financial instruments to

which the entity is exposed and how the entity manages those risks. This section and Section 3863, “Financial Instruments – Presentation”

replaced Section 3861, “Financial Instruments – Disclosure and Presentation”.

Section 3863, “Financial Instruments – Presentation”, establishes standards for presentation of financial instruments and non-financial

derivatives.

All financial assets and liabilities are classified into one of the following five categories: 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; available 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 amortized cost.
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2. Accounting policies (continued)

(s) Capital disclosures

(t) Accounting pronouncements applicable to future periods

(ii) Business Combinations

 

(iii) Non-controlling interests

 

(iv) Consolidated financial statements

3 Changes in Accounting policies 

Mining interests and deferred development and exploration expenditures

 

The retrospective application has reduced the mineral resource properties as of January 1, 2010 by $9,950,183 (Jan 1, 2009 - $7,599,983) 

and increased the opening deficit at January 1, 2010 by $9,950,183 (Jan. 1, 2009 - $7,599,983).

(i) International Financial Reporting Standards (“IFRS”)

In February 2008, the CICA announced that Canadian GAAP for publicly accountable enterprises will be replaced by International

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 IFRS. The Company has implemented a four stage

conversion 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 initial 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.

Section 1535, “Capital 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.

ACADIAN MINING CORPORATION

In January 2009, the CICA issued Handbook Section 1582, "Business combinations," which replaces the existing standards. This section

establishes the standards for the accounting of business combinations, and states that all assets and liabilities of an acquired business will

be 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 be expensed as incurred and that restructuring charges will be expensed

in the periods 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. Earlier

adoption is permitted. 

In January 2009, the CICA issued Handbook Section 1602, "Non-controlling interests," which establishes standards 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 Standards on consolidated and separate financial statements. This standard

is effective for 2011. Earlier adoption is permitted. 

In January 2009, the CICA issued Handbook Section 1601, "Consolidated financial statements," which replaces the existing standards.

This section establishes the standards for preparing consolidated financial statements and is effective for 2011. standards. Earlier adoption

is permitted. 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE QUARTER ENDED MARCH 31, 2010

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 $440,294 (2009 - $83,108).

The Company's previous policy was to defer expenditures related to the exploration and development of its mining properties, including

direct administrative expenditures, until such time as they are brought into production or are deemed economically unfeasible. Upon

commencement of commercial production, the cost of acquiring the mining property and all related deferred exploration and development

expenditures will be amortized on a unit of production basis. Should the properties be abandoned or be determined to be economically

unfeasible they will 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 those costs.

Page 9 of 15



4 Property, plant and equipment:

Accumulated 

Cost Depreciation Net 

Office:

Building $ 120,840 $ 16,904 103,936$                   

Automotive equipment 122,748 73,291 49,457                       

Equipment 165,000 165,000 -                                 

Office fixtures and computer equipment 514,923 141,304 373,619                     

923,511 396,499 527,012                     

Mine site

Land 566,950 566,950                     

Building 2,370,491 482,630 1,887,861                  

Automotive equipment 392,547 168,047 224,500                     

Mobile equipment under capital lease* 1,467,845 1,238,845 229,000                     

Equipment 5,789,255 2,076,006 3,713,249                  

10,587,088 3,965,528 6,621,560                  

Balance March 31, 2010 $ 11,510,599 $ 4,362,027 7,148,572$                

Office:

Building $ 120,840 $ 15,589 105,251$                   

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 1,933,519                  

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 6,755,688                  

Balance December 31, 2009 $ 11,510,599 $ 4,202,332 7,308,267$                

* See Note 8 for further details on the capital lease.

5 Mineral resource properties:

Mineral resource properties consists of the following:

2009 2010

Claim Cost Claim Cost

Nova Scotia:

Forest Hill 1,351,220$                1,351,276$                

Beaver Dam 570,622 577,073

Tangier 291,249 291,327

Goldenville 187,919 187,919

15 Mile Stream 2,271,388 2,272,385

Other * 447,373 507,430

Balance March 31, 2010 5,119,771$                5,187,410$                

ACADIAN MINING CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

*Other is net of an impairment charge on base metal claims and deferred exploration costs of $1,075,133 in 2009.

FOR THE QUARTER ENDED MARCH 31, 2010
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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 (ii) 66,569,609 66,569,609

66,569,609$              66,569,609$              

(i) Warrants issued:

Balance December 31, 2007 3,330,829$                

Broker warrants issued 53,900                       

Value of expired warrants allocated to contributed surplus (3,330,829)                 

Balance December 31, 2008 53,900                       

Value of expired warrants allocated to contributed surplus (53,900)                      

Balance December 31, 2009 and March 31, 2009 -$                               

(ii) Common shares issued: # of shares $ Value

Balance December 31, 2007 142,087,907 54,118,358$              

Issued for mining properties 120,000 42,000                       

Options exercised 350,000 208,000                     

Purchased and cancelled (155,000) (51,589)                      

Private placement 11,000,000 3,000,000                  

Less: Share issue costs (253,707)                    

Balance 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                

Options exercised 84,375 45,557                       

Less: Share issue costs (541,800)                    

Balance December 31, 2009 and March 31, 2010 491,691,616 66,569,609$              

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE QUARTER ENDED MARCH 31, 2010

(b) During 2008 year the Company completed a private placement for 6,000,000 common shares at a price of $0.25 per share and

5,000,000 flow-through common 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 common share exercisable anytime until September 2, 2009.

The warrants expired unexercised during the previous year.

ACADIAN MINING CORPORATION

(a) During the previous year the Company issued 93,000 common shares at a deemed price of $0.03 as consideration for the

extension of the option terms on the Oldham claims.

The Company renounced $1,500,000 in eligible expenditures relating to the flow-through shares common shares issued during 2008

and recognized $541,800 in future taxes as a cost of issuing the shares.

During 2009 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. 
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6 Capital stock (continued)

Stock-based compensation plan:

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

Options Weighted-Average

Outstanding Exercise price

At December 31, 2008 6,860,000                    $0.80

Cancelled (1,005,625)                   $0.65

Expired (675,000)                      $0.25

Exercised (84,375)                        $0.18

At December 31, 2009 5,095,000                    $0.82

Expired (1,465,000)                   $0.90

At March 31, 2010 3,630,000                    

The following table summarizes information about the options outstanding at March 31, 2010

Exercise Options outstanding Remaining

Price and exercisable contractual life

$0.71 900,000                       1.1 years

$0.53 750,000                       1.6 years

$1.12 200,000                       2.1 years

$1.00 1,200,000                    2.2 years

$1.01 150,000                       2.5 years

$0.71 130,000                       2.9 years

$0.58 300,000                       3.2 years

3,630,000                    1.9 years

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

Exercise Options outstanding Remaining

Price and exercisable contractual life

$0.71 1,500,000                    1.3 years

$0.53 750,000                       1.9 years

$1.12 250,000                       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 March 31, 2010 is presented below:

Warrants Weighted-Average

Outstanding 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 March 31, 2010 -                                   -                                 

FOR THE QUARTER ENDED MARCH 31, 2010

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ACADIAN MINING CORPORATION

The Company has a common 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. 
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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 317,610                     

Transfer to share capital on exercise of options (134,250)                    

Balance, December 31, 2008 5,829,343                  

Value of unexercised expired warrants 53,900                       

Value of options exercised (30,371)                      

Balance, December 31, 2009 and March 31, 2010 5,852,872$                

8 Related Party Transactions

9 Commitments

10 Capital Lease Obligation 

During the quarter the Company has received funds from the controlling shareholder, Golden River in the aggregate amount of

$600,000. This is a non interest bearing loan with no set terms of repayment. Subsequent to quarter end the Company received

another $200,000 from Golden River bringing the total loan balance to $800,000.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE QUARTER ENDED MARCH 31, 2010

As part of the conditions of the private placement with Golden River the Company acquired the remaining 50% of the 15 Mile Stream

mineral claims for a cash payment of $79,610 and a non-interest bearing note for $1.0 million due one year from the date of acquisition

and 1% Net Smelter Royalty payable to Mr. Will Felderhof, former President , Director and CEO of the Company, and members of his

family. The Company has the option to extend these terms for a further 12 months for a $100,000 principal payment. During the

Extension Period the note bears 10% interest calculated monthly. Amounts due are included in accounts payable and accrued

liabilities on the balance sheet.

During the previous year the Company completed a private placement with Golden River, issuing 338,111,334 common shares,

representing approximately 69% of the total issued and outstanding common shares of Acadian for proceeds of $10 million. The

Company used  a significant portion of the proceeds to settle its obligations under the terms of the CCAA proposal.

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 to guarantee the

remediation work. Currently the Company has $612,652 on deposit and has agreed to deposit the remaining $787,348 prior to re-

commencement of operations.

ScoZinc entered into lease agreements for heavy equipment with Komatsu Finance ("Komatsu") which transfer substantially all the

benefits and risks of ownership to ScoZinc. The leases bear interest at 7.2%, are for a four year term and have an option for ScoZinc

to acquire the assets for 10% of the original cost. ScoZinc placed a twenty percent down payment on the leases. ScoZinc's

obligations under the leases are guaranteed by the Company.

The Company is committed to minimum annual lease payments of $103,607 on its office premises until October, 2013.

During the quarter the Company charged fees for common costs and salaries of $45,000 (2009 - $40,000) 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 Roads on the inter-company advances.

Included in Professional Fees is $5,000 (2009 - $7,500) and in Deferred Exploration costs is $10,000 (2009 - $7,500) in consulting

fees paid to an individual who was a director of the Company.

ACADIAN MINING CORPORATION

In determining the stock-based compensation expense, in fiscal 2008, the fair value of the options issued were estimated using a

Black-Scholes option pricing model with the following weighted average assumptions used: dividend yield of 0%, expected volatility of

108%, risk free interest rate of 3.25% and expected life of 60 months.

Acadian has guaranteed the equipment leases 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 determined.

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

amount.

ScoZinc suspended payments under the lease obligations to Komatsu in December 2008 prior to seeking protection under the

Companies' Creditor Arrangement Act. In April 2009 ScoZinc returned the leased fleet, with a book value of $2,821,779, to Komatsu

once the slope rehabilitation project was completed (Note 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 returned the interest payments were stopped. As the lease payments are in default they are all considered to be

current liabilities.
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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 losses has not been 

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 3,345,083                    

31,847,083$                

The Company has the following future income tax assets and (liabilities):

2009 2010

Non capital losses and share issue costs 8,252,000$                9,389,000$                

Mineral resource properties (729,000)                    (729,000)                    

Property, plant and equipment and other 2,467,000                  2,467,000                  

Valuation allowance (9,990,000)                 (11,127,000)               

Liability recognized in the financial statements -$                               -$                               

The following reconciles the effective tax rate to the statutory rate on a percentage basis:

Statutory tax rate 34.67% 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% 0.00%

12 Supplemental cash flow information

For the period ended March 31 2009 2010

Accounts receivable 276,809$                   42,764$                     

Prepaid expenses and deposits 65,989                       8,646                         

Inventory 776,354                     

Accounts payable and accrued liabilities (49,983)                      855,588                     

Advances (repayments) from/to Royal Roads 6,292                         60,979                       

Debtor in possession financing 780,000                     
1,855,461$                967,977$                   

Non-cash financing and investing activities: 2009 2010

Common shares issued for interest in mineral resource properties 2,789$                       -$                               

Future income tax recognized on renounced CEE 541,800$                   -$                               

Cash paid for interest 170,295$                   2,307$                       

Cash paid for income taxes -$                               

13 Interest and Other Income

2009 2010

Interest Income 40,725$                     -$                               

Foreign exchange loss (13,322)                      -                                 

Miscellaneous revenue (5,833)                        10,036                       

21,570$                     10,036$                     

Financing charges:

Interest on Long term debt -$                               -$                               

Interest and bank charges 75,678                       2,307                         

Interest on Royal Roads Corp. loan 191,261                     

266,939$                   2,307$                       

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE QUARTER ENDED MARCH 31, 2010

ACADIAN MINING CORPORATION

Page 14 of 15



14.  Investment in Royal Roads Corp.

15 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

Interest rate risk

Foreign currency rate risk

Sensitivity Analysis

16. Capital Management

17 Subsequent Events 

The equity loss on the investment from March 31, 2010 to the closing on April 30, 2010 is $90,270.

The Company announced on April 30, 2010 that it has completed the sale of its 29.18% interest in Royal Roads to a number of parties

for gross proceeds of C$1.96 million cash. Acadian plans to use the sale proceeds to fund its gold exploration program and for working

capital.

Financial instruments included in accounts receivable and prepaid expenses and deposits are classified as loans and receivables,

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 March 31, 2010, the carrying and fair value amounts of the Company's financial

instruments are the same. 

The Company's objective when managing capital are: (i) to ensure sufficient liquidity 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 when managing capital are to safeguard the Company's ability to continue as a going concern in order to

pursue the development of its mining properties and to maintain flexible capital structure which optimizes the costs of capital at an

acceptable rate.

In the management of capital the Company only includes shareholders' equity which at March 31, 2010 is $7,418,770 (2009 -

$10,763,853).

There are no externally 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

investments. At the present time the only capital requirements are to satisfy the current liabilities.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ACADIAN MINING CORPORATION

Subsequent to quarter end the investment has been sold at market value.

FOR THE QUARTER ENDED MARCH 31, 2010

The Company is exposed to interest rate risk primarily through its capital lease obligations. At March 31, 2010, the Company had

outstanding leases of $2,526,941. 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 $25,269 annually.

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.

During the current year as a result of Management deciding to pursue the option of selling this investment, Management feels that a

better 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 has also been reclassified from long term assets to current assets

on the Balance Sheet.

At quarter end the Company 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 investment and therefore the

investment had been carried at its underlying book value. 

The quoted market value of the investment at March 31, 2010 was approximately $1,962,838 (2009 - $3,271,396).

The book value of cash and cash equivalents, receivables, and accounts payable and accrued liabilities all approximate their fair

values at March 31, 2010.

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

risk.
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