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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)

UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION

(Expressed in Canadian Dollars)

ASSETS
Current assets
Cash and cash equivalents
Cash and cash equivalents, restricted (Note 5a)
Amounts receivable
Marketable securities (Note 4)
Prepaid expenses and deposits

Non-current assets
Exploration and evaluation assets (Note 7)
Property, plant and equipment (Note 6)

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities

Non-current liabilities
Flow-through share premium liability (Note 5b)

Deferred taxes

SHAREHOLDERS’ EQUITY
Capital stock (Note 8)
Warrants
Contributed surplus
Deficit

See Nature of operations and going concern (Note 1)

As at As at As at

June 30 December 31 January 1
2011 2010 2010
(Note 13) (Note 13)

$ $ $
2,839,388 1,287,748 3,233,380
668,600 601,500 -
38,714 157,838 56,070
16,250 14,625 22,750
46,589 61,631 67,092
3,609,541 2,123,342 3,379,292
14,062,606 13,590,923 12,570,437
74,633 71,686 28,791
17,746,780 15,785,951 15,978,520
180,534 277,465 146,486
161,800 150,000 -
675,469 675,469 1,107,228
17,413,669 16,090,759 15,814,335
1,539,977 379,642 890,875
2,554,580 2,526,602 1,512,436
(4,779,249) (4,313,986) (3,492,840)
16,728,977 14,683,017 14,724,806
17,746,780 15,785,951 15,978,520

The accompanying notes form an integral part of these consolidated financial statements.
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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
(Expressed in Canadian Dollars)

Three months ended June 30 Six months ended June 30
2011 2010 2011 2010
(Note 13) (Note 13)
$ $ $ $
Expenses
Professional fees 55,530 99,928 91,558 128,046
Depreciation 3,760 2,585 7,344 4,024
Director fees 11,000 11,500 17,500 11,500
Office and general 78,798 38,958 107,977 163,356
Salaries and consulting fees 64,656 92,160 133,824 331,597
Promotion and travel 36,425 4,929 72,047 8,123
Filing and transfer agent fees 15,602 7,830 26,967 15,865
Investor relations and shareholder information 50,122 3,451 90,685 13,501
Provincial capital taxes - 35,212 7,500 35,212
Property investigation costs - 28,928 - 28,928
Share based payments 191 248,000 27,978 248,000
Unrealized loss (gain) on fair value through profit and loss
financial assets 6,500 8,125 (1,625) 8,125
322,584 581,606 581,755 896,277
Net loss before undernoted items (322,584) (581,606) (581,755) (896,277)
Operator fees 24,146 31,500 24,146 31,500
Interest income 10,202 4,319 14,846 9,634
Net loss before income tax (288,236) (545,787) (542,763) (855,143)
Deferred tax recovery 40,000 - 77,500 -
Net loss and comprehensive loss for the period (248,236) (545,787) (465,263) (855,143)
Loss per share — basic and diluted (0.002) (0.005) (0.003) (0.008)
Weighted average number of shares outstanding — basic and
diluted 150,898,545 112,127,490 136,887,316 112,127,490

The accompanying notes form an integral part of these consolidated financial statements.
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BUCHANS MINERALS CORPORATION

(formerly Royal Roads Corp.)
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGE IN SHAREHOLDERS’ EQUITY
(Expressed in Canadian Dollars)

Common Shares Total
Without Par Value Contributed Shareholders’
Shares Amount Warrants Surplus Deficit Equity
# $ $ $ $ $
Balance, January 1, 2010 112,127,490 15,814,335 890,875 1,512,436 (3,492,840) 14,724,806
Share based payments - - - 248,000 - 248,000
Net loss and comprehensive loss for the

period - - - - (855,143) (855,143)
Balance, June 30, 2010 112,127,490 15,814,335 890,875 1,760,436 (4,347,983) 14,117,663
Issue of securities for cash:

Private placement at $0.08 per Unit 12,500,000 581,000 419,000 - - 1,000,000
Share issuance costs - (54,576) (39,358) - - (93,934)
Flow-through share premium liability - (250,000) - - - (250,000)
Expiry of warrants - - (890,875) 890,875 - -
Tax effect of expired warrants - - - (169,300) - (169,300)
Share based payments - - - 44,591 - 44,591
Net income (loss) and comprehensive

income (loss) for the remainder of

the year - - - - 33,997 33,997
Balance, December 31, 2010 124,627,490 16,090,759 379,642 2,526,602 (4,313,986) 14,683,017
Issue of securities for cash:

Private placement at $0.11 per unit 23,293,362 1,357,970 1,204,300 - - 2,562,270

Private placement at $0.13 per flow-

through unit 2,977,693 261,100 126,000 - - 387,100
Share issuance costs - (206,860) (169,965) - - (376,825)
Flow-through share premium liability - (89,300) - - - (89,300)
Share based payments - - - 27,978 - 27,978
Net loss and comprehensive loss for the

period - - - - (465,263) (465,263)
Balance, June 30, 2011 150,898,545 17,413,669 1,539,977 2,554,580  (4,779,249) 16,728,977

The accompanying notes form an integral part of these consolidated financial statements.
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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)

UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS

(Expressed in Canadian Dollars)

Cash provided by (used in) the following activities

Operating:
Net loss and comprehensive loss for the period
Items not requiring cash:

Amortization
Unrealized loss (gain) on fair value to profit and loss
financial assets

Share based payments
Future income tax recovery
Net change in non-cash working capital items (Note 9)

Investing:
Expenditures on exploration and evaluation assets
Acquisition of property, plant and equipment

Financing:
Proceeds from issuance of capital stock, net of issuance
costs

Government assistance
Net change in restricted cash

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

Interest income is included in operating activities.

See Supplemental cash flow information (Note 9)

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

Three months ended June 30

Six months ended June 30

2011 2010 2011 2010
(Note 13) (Note 13)

$ $ $ $
(248,236) (545,787) (465,263) (855,143)
3,760 2,585 7,344 4,024
6,500 8,125 (1,625) 8,125
191 248,000 27,978 248,000
(40,000) - (77,500) -
(2,945) (323,252) 190,751 49,007
(280,730) (610,329) (318,315) (545,987)
(578,002) (233,060) (810,279) (601,338)
(7,757) (6,536) (10,291) (38,091)
(585,759) (239,596) (820,570) (639,429)
- - 2,572,545 -

185,080 199,047 185,080 199,047
166,700 - (67,100) -
351,780 199,047 2,690,525 199,047
(514,709) (650,878) 1,551,640 (986,369)
3,354,097 2,897,889 1,287,748 3,233,380
2,839,388 2,247,011 2,839,388 2,247,011
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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)
NOTES TO UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2011
(Expressed in Canadian Dollars)

NATURE OF OPERATIONS AND GOING CONCERN

Buchans Minerals Corporation (the "Company") is continued under the Canada Business Corporations Act and its principal business
activity is the exploration of mineral properties. The address of the Company’s registered office is 247 Dill Road, Windsor, Nova Scotia,
BON 2T0. These financial statements include the accounts of Buchans River Ltd. and Canadian Manganese Company Inc., wholly owned
subsidiaries of the Company.

The Company is considered to be in the development stage, is in the process of exploring mineral properties in Canada and has not yet
determined whether these properties contain economic reserves. While these financial statements have been prepared on the basis of
accounting principles applicable to a going concern, which contemplates the realization of assets and the settlement of liabilities and
commitments in the normal course of business, adverse conditions could cast doubt upon the validity of this assumption. Management
has estimated that the Company will have adequate funds from existing working capital to meet its corporate, administrative and
property obligations for the coming year. If the Company is to advance or develop its mineral properties further, it will be necessary to
obtain additional financing, and while the Company has been successful in the past, there can be no assurance that it will be able to do
so in the future.

The recoverability of the amounts shown for mineral properties is dependent upon the existence of economically recoverable reserves,
securing and maintaining title and beneficial interest in the properties, the ability of the Company to obtain necessary financing to
complete their development, and upon future profitable production or proceeds from the disposition of its interests. The amounts
shown as mineral properties represent net costs to date and do not necessarily represent present or future values. If the going concern
assumption was not appropriate for these financial statements, then adjustments might be necessary to the carrying values of assets
and liabilities, the reported loss and the balance sheet classifications used.

SIGNIFICANT ACCOUNTING POLICIES
(a) Statement of Compliance

These condensed consolidated interim financial statements have been prepared in accordance with International Accounting
Standard 34 Interim Financial Reporting (“IAS 34”) using accounting policies consistent with International Financial Reporting
Standards (“IFRS”). These are the Company’s second IFRS condensed consolidated interim financial statements for part of the
period covered by the first IFRS annual financial statements. The accounting policies have been selected to be consistent with
IFRS as is expected to be effective on December 31, 2011, the Company’s first annual IFRS reporting date. Previously, the
Company prepared its interim and annual financial statements in accordance with Canadian GAAP. The adoption of IFRS
resulted in changes to the Company’s accounting policies as compared with the most recent annual financial statements
prepared under Canadian GAAP. The accounting policies set out below have been applied consistently to all periods
presented. They also have been applied in the preparation of an opening IFRS statement of financial position as at January 1,
2010 as required by IFRS 1 First-time Adoption of International Financial Reporting Standards (“IFRS 1”). The impact of the
transition from Canadian GAAP is explained in Note 13. This note includes reconciliations of equity and total comprehensive
loss for comparative periods and of equity at the date of transition reported under previous Canadian GAAP to those reported
for those periods and at the date of transition under IFRS. The condensed consolidated interim financial statements do not
include all of the information required for full annual financial statements and should be read in conjunction with the
Company’s December 31, 2010 year end consolidated financial statements.

(b) Basis of Measurement

These unaudited condensed consolidated interim financial statements have been prepared on a historical cost basis using the
accrual basis of accounting except for cash flow information.

(c) Basis of Consolidation

These financial statements are consolidated with Buchans River Ltd. and Canadian Manganese Company Inc., both wholly-
owned subsidiaries of the Company. All intercompany balances and transactions are eliminated upon consolidation.
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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)
NOTES TO UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2011
(Expressed in Canadian Dollars)

(d)

(e)

(f)

Presentation Currency
The Company's presentation currency and functional currency is the Canadian dollar ("$").
Significant Accounting Judgments and Estimates

The preparation of financial statements requires management to make estimates, judgments and assumptions that affect the
amounts reported in the financial statements and notes. By their nature, these estimates, judgments and assumptions are
subject to measurement uncertainty and the effect on the financial statements of changes in such estimates in future periods
could be material. These estimates are based on historical experience, current and future economic conditions, and other
factors, including expectations of future events that are believed to be reasonable under the circumstances. The more
significant areas are as follows:

Critical accounting estimates

The amounts recorded for share-based payment transactions are based on estimates. The Black-Scholes model is based on
estimates of assumptions for expected volatility, expected number of options to vest, dividend rate, risk-free interest rate and
expected life of the options.

The recoverability of amounts shown for exploration and evaluation assets is dependent on the discovery of economical
reserves, the ability of the Company to obtain financing to complete development of the properties and on future production
or proceeds of disposition.

Management's assumption of no material restoration, rehabilitation and environmental obligation, is based on the facts and
circumstances that existed during the period.

Future income tax assets and liabilities are computed based on differences between the carrying amounts of assets and
liabilities on the balance sheet and their corresponding tax values. Future income tax assets also result from unused loss
carry- forwards and other deductions. The valuation of future income tax assets is adjusted, if necessary, by use of a valuation
allowance to reflect the estimated realizable amount.

Critical accounting judgments
The following accounting policies involve judgments or assessments made by management:

e  The determination of categories of financial assets and financial liabilities;

e  The determination of a cash-generating unit for assessing and testing impairment;

e The allocation of exploration costs to cash-generating units; and

e The determination of when an exploration and evaluation asset moves from the exploration stage to the development
stage.

Business Combinations

Acquisitions of subsidiaries are accounted for using the acquisition method. The consideration for each acquisition is
measured at the aggregate of the fair values (at the date of exchange) of assets given up, liabilities incurred or assumed, and
equity instruments issued by the Company in exchange for control of the subsidiary. Acquisition related costs are recognized
in profit and loss as incurred.

Business combinations that occurred prior to January 1, 2010 were not accounted for in accordance with IFRS 3 Business

Combinations or IAS 27 Consolidated and Separate Financial Statements in accordance with the IFRS 1 First-Time Adoption of
International Financial Reporting Standards exemption discussed in Note 13 (a).
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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)
NOTES TO UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2011
(Expressed in Canadian Dollars)

(8)

(h)

(i)

(i)

Cash and Cash Equivalents
Cash and cash equivalents consists of cash, demand deposits and high-interest savings vehicles.
Foreign Currency Translation

In preparing the financial statements, transactions in currencies other than the entity's functional currency are recorded at the
rates of exchange prevailing at the dates of the transactions. At each statement of financial position date, monetary assets and
liabilities are translated using the period-end exchange rate. Non-monetary assets and liabilities are translated using the
historical rate on the date of the transaction. All gains and losses on translation of these foreign currency transactions are
included in the consolidated statement of loss and comprehensive loss.

Exploration and Evaluation Assets

Exploration and evaluation expenditures include the costs of acquiring licenses, costs associated with exploration and
evaluation activity, and the fair value (at acquisition date) of exploration and evaluation assets acquired in a business
combination. Exploration and evaluation expenditures are capitalized as incurred. Costs incurred before the Company has
obtained the legal rights to explore an area are recognized in profit or loss.

Exploration and evaluation assets are assessed for impairment if (i) sufficient data exists to determine technical feasibility and
commercial viability, and (ii) facts and circumstances suggest that the carrying amount exceeds the recoverable amount.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest are
demonstrable, which management has determined to be indicated by a feasibility study, exploration and evaluation assets
attributable to that area of interest are first tested for impairment and then reclassified to mining property and development
assets.

Recoverability of the carrying amount of any exploration and evaluation assets is dependent on successful development and
commercial exploitation, or alternatively, sale of the respective areas of interest.

It is management’s judgement that none of the Company’s exploration and evaluation assets have reached the development
stage and as a result are all considered to be exploration and evaluation assets.

Property, Plant and Equipment

Items of property, plant and equipment are recorded at cost and depreciated over their estimated useful lives. The cost of an
item includes the purchase price and directly attributable costs to bring the asset to the location and condition necessary for it
to be capable of operating in the manner intended by management. Where an item of plant and equipment comprises major
components with different useful lives, the components are accounted for as separate items of property, plant and
equipment.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognized. All other repairs and maintenance are charged
to the statement of loss and comprehensive loss during the financial period in which they are incurred.

Depreciation is recognized using the following rates and methods:

Leasehold improvements 3 years straight line
Office fixtures and equipment 20% declining balance

Depreciation methods, useful lives and residual values are reviewed at each financial year end and are adjusted if appropriate.
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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)
NOTES TO UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2011
(Expressed in Canadian Dollars)

(k)

(1)

Impairment of Non-Financial Assets

The Company's tangible assets are reviewed for an indication of impairment at each statement of financial position date. If
indication of impairment exists, the asset's recoverable amount is estimated. Long-lived assets that are not amortized are
subject to an annual impairment assessment.

An impairment loss is recognized when the carrying amount of an asset, or its cash-generating unit, exceeds its recoverable
amount. A cash-generating unit is the smallest identifiable group of assets that generates cash inflows that are largely
independent of the cash inflows from other assets or groups of assets. The Company considers each mineral property to be a
cash-generating unit. Impairment losses are recognized in profit and loss for the period. Impairment losses recognized in
respect of cash-generating units are allocated first to reduce the carrying amount of any goodwill allocated to cash-generating
units and then to reduce the carrying amount of the other assets in the unit on a pro-rata basis.

The recoverable amount is the greater of the asset's fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. For an asset that does not generate largely
independent cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is reversed if there is an indication that there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortization, if no impairment loss had been
recognized. An impairment loss with respect to goodwill is never reversed.

Share-based Payments

The Company grants stock options to buy common shares of the Company to directors, officers, employees and services
providers. The board of directors grants such options for periods of up to ten years, with vesting periods determined at its sole
discretion and at prices equal to or greater than the closing market price on the day preceding the date the options were
granted.

The fair value of share purchase options granted is recognized as an expense or charged to mineral properties as appropriate,
with a corresponding increase in equity. An individual is classified as an employee when the individual is an employee for legal
or tax purposes (direct employee) or provides services similar to those performed by a direct employee.

The fair value for share purchase options granted to employees or those providing services similar to those provided by a
direct employee is measured at the grant date and each tranche is recognized using the accelerated method basis over the
period during which the share purchase options vest. The fair value of the share purchase options granted is measured using
the Black-Scholes option pricing model, taking into account the terms and conditions upon which the share purchase options
were granted.

The fair value for share purchase options granted to non-employees for services provided is measured at the date the services
are received. The fair value of the share purchase options granted is measured at the fair value of the services received,
unless the fair value of services received cannot be estimated reliably, in which case the fair value of the share purchase
options is measured using the Black-Scholes option pricing model, taking into account the terms and conditions upon which
the share purchase options were granted.

At each financial position reporting date, the amount recognized as an expense is adjusted to reflect the actual number of
share purchase options that are expected to vest.
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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)
NOTES TO UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2011
(Expressed in Canadian Dollars)

(m)

(n)

(o)

Income Taxes

Income tax on profit or loss consists of current and deferred tax. Income tax expense is recognized in profit or loss except to
the extent that it relates to items recognized directly in equity, in which case it is recognized in equity.

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at period end, adjusted for amendments to tax payable with regards to previous years.

Deferred tax assets and liabilities are recognized for deferred tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and
liabilities are measured using the enacted or substantively enacted tax rates expected to apply when the asset is realized or
the liability settled.

The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that substantive
enactment occurs.

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against which the
asset can be utilized. To the extent that the Company does not consider it probable that a deferred tax asset will be recovered,
the deferred tax asset is reduced.

The following temporary differences do not result in deferred tax assets or liabilities:

* the initial recognition of assets or liabilities, not arising in a business combination, that does not affect accounting or
taxable profit;

e goodwill not deductible for tax purposes; and

e investments in subsidiaries, associates and jointly controlled entities where the timing of reversal of the temporary
differences can be controlled and reversal in the foreseeable future is not probable.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Company intends to
settle its current tax assets and liabilities on a net basis.

Loss per Share

Loss per share is computed by dividing the net loss attributable to common shareholders by the weighted average number of
shares outstanding during the period. Diluted loss per share is computed similar to basic loss per share except that the
weighted average shares outstanding are increased to include additional shares for the assumed exercise of stock options and
warrants, if dilutive. The number of additional shares is calculated by assuming that outstanding stock options and warrants
were exercised and that the proceeds from such exercises were used to acquire common stock at the average market price
during the reporting periods.

Comprehensive Loss

Comprehensive loss is the change in the Company's net assets that results from transactions, events and circumstances from
sources other than the Company's shareholders and includes items that are not included in net profit such as unrealized gains
or losses on available-for-sale investments, gains or losses on certain derivative instruments and foreign currency gains or
losses related to self-sustaining operations. The Company's comprehensive loss, components of other comprehensive income
and cumulative translation adjustments are presented in the consolidated statements of comprehensive loss and the
consolidated statements of changes in equity.
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BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)
NOTES TO UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2011
(Expressed in Canadian Dollars)

(p)

Financial Instruments
The Company does not have any derivative financial instruments.

All financial assets are classified into one of the following four categories: fair value through profit or loss ("FVTPL"), held to
maturity ("HTM"), available for sale ("AFS") and loans and receivables.

Financial assets are classified as FVTPL when the financial asset is held for trading or it is designated as FVTPL. Financial assets
classified as FVTPL are stated at fair value and changes are recognized in profit or loss. HTM investments are recognized on a
trade-date basis and are initially measured at fair value, including transaction costs. AFS financial assets subsequent to initial
recognition are measured at fair value and changes therein, other than impairment losses and foreign currency differences on
AFS monetary items, are recognized in other comprehensive income or loss. When an investment is derecognized, the
cumulative gain or loss in the investment revaluation reserve is transferred to profit or loss. Loans and receivables are
financial assets with fixed or determinable payments that are not quoted in an active market. Such assets are initially
recognized at fair value plus any directly attributable transaction costs. Subsequent to initial recognition loans and receivables
are measured at amortized cost using the effective interest method, less any impairment losses.

The Company's cash and cash equivalents, restricted cash and marketable securities have been classified as FVTPL financial
assets. The amount receivable from a joint exploration partner has been classified as loans and receivables. The Company
does not presently have any financial assets designated as AFS. The carrying value of the Company’s cash, cash equivalents,
and restricted cash approximates their fair value due to their short-term nature.

The Company has the following non-derivative financial liabilities: amounts payable and accrued liabilities and flow-through
share premium liability. The carrying value of financial liabilities approximates their fair value due to their short-term nature.
Such financial liabilities are recognized initially at fair value net of any directly attributable transaction costs. Subsequent to
initial recognition these financial liabilities are measured at amortized cost using the effective interest method.

Impairment of financial assets:

When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognized in other
comprehensive income or loss are reclassified to profit or loss in the period.

Financial assets are assessed for indicators of impairment at the end of each reporting period.

Financial assets are impaired when there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial assets, the estimated future cash flows of the investments have been impacted. For
marketable securities classified as AFS, a significant or prolonged decline in the fair value of the securities below their cost is
considered to be objective evidence of impairment.

For all other financial assets objective evidence of impairment could include:

* significant financial difficulty of the issuer or counterparty; or
e default or delinquency in interest or principal payments; or
e it becoming probable that the borrower will enter bankruptcy or financial reorganization.

For certain categories of financial assets, such as amounts receivable, assets that are assessed not to be impaired individually
are subsequently assessed for impairment on a collective basis. The carrying amount of financial assets is reduced by the
impairment loss directly for all financial assets with the exception of amounts receivable, where the carrying amount is
reduced through the use of an allowance account. When an amount receivable is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of amounts previously written off are credited against the allowance
account. Changes in the carrying amount of the allowance account are recognized in profit or loss.

Page 10



BUCHANS MINERALS CORPORATION
(formerly Royal Roads Corp.)
NOTES TO UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2011
(Expressed in Canadian Dollars)

(a)

(r)

(s)

(t)

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss decreases and
the decrease can be related objectively to an event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortized cost would have been had the impairment not been recognized.

In respect of AFS equity securities, impairment losses previously recognized through profit or loss are not reversed through
profit or loss. Any increase in fair value subsequent to an impairment loss is recognized directly in equity.

Flow-through Shares

The Company will, from time to time, issue flow-through common shares to finance a portion of its exploration program.
Pursuant to the terms of the flow-through share subscription agreements, these shares transfer the tax deductibility of
qualifying resource expenditures to investors. On issuance, the Company bifurcates the flow-through share into i) a flow-
through share premium, equal to the estimated premium, if any, investors pay for the flow-though feature, which is
recognized as a liability, and ii) share capital. Upon expenses being incurred, the Company recognizes a deferred tax liability
for the amount of tax reduction renounced to the shareholders and the premium liability is reversed. The reversal of the
premium liability and the deferred tax liability are recognized as tax recoveries to the extent that suitable deferred tax assets
are available.

Restoration, Rehabilitation and Environmental Obligations

A legal or constructive obligation to incur restoration, rehabilitation and environmental costs may arise when environmental
disturbance is caused by the exploration, development or ongoing production of a mineral property interest. Such costs arising
from the decommissioning of plant and other site preparation work, discounted to their net present value, are provided for
and capitalized at the start of each project to the carrying amount of the asset, as soon as the obligation to incur such costs
arises. Discount rates using a pre-tax rate that reflect the time value of money are used to calculate the net present value.
These costs are charged against profit or loss over the economic life of the related asset, through amortization using either an
unit-of-production or the straight-line method as appropriate. The related liability is adjusted for each period for the
unwinding of the discount rate and for changes to the current market-based discount rate, amount or timing of the underlying
cash flows needed to settle the obligation.

Costs for restoration of subsequent site damage which is c