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The following management’s discussion and analysis (“MD&A”) of the financial
condition and results of the operations of Royal Standard Minerals Inc. (the “Company”)
constitutes management’s review of the factors that affected the Company’s financial and
operating performance for the year ended January 31, 2010. This MD&A was prepared
to comply with National Instrument 51-102 — Continuous Disclosure Obligations. The
MD&A was prepared as of May 28, 2010. Unless otherwise noted, all amounts reported
herein are in United States dollars. The audited annual consolidated financial statements
have been prepared in accordance with Canadian generally accepted accounting
principles (“GAAP”).

Additional information relating to the Company can be found on SEDAR at
www.sedar.com and on the Company’s website at www.royalstandardminerals.com.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This MD&A may contain forward-looking statements that are based on the Company’s
expectations, estimates and projections regarding its business and the economic
environment in which it operates. These statements (if and when they are made) are not
guarantees of future performance and involve risks and uncertainties that are difficult to
control or predict. The key risks that could cause actual outcomes and results to differ
from those expressed in the forward-looking statements are listed under the heading Risk
Factors in this MD&A. Therefore, actual outcomes and results may differ materially
from those expressed in these forward-looking statements and readers should not place
undue reliance on such statements.

If and when forward-looking information is set out in this MD&A, the Company will also
set out the material risk factors or assumptions used to develop the forward-looking
information. Forward-looking information will be updated as required pursuant to the
requirements of NI 51-102.

DESCRIPTION OF BUSINESS

The Company is currently active in the States of Nevada and Kentucky, with projects in
Nye (the Gold Wedge and Manhattan projects), Elko (the Pinon and Dark Star projects)
and Churchill (the Fondaway Canyon project) Counties, Nevada and Wolfe (Campton
Project) County, Kentucky.

The Company’s business objective is to continue to invest in the development of both its
Gold Wedge gold prospect and development of its option on a Kentucky coal permit.
The Company is in the process of developing its gold and coal prospects and has not yet
determined whether these properties contain any economic gold or coal deposits. The
recoverability of the amounts shown for both the gold and coal interests is dependent
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upon: the selling price of gold and coal at the time the Company intends to mine its
properties; the existence of economically recoverable reserves; the ability of the
Company to obtain the necessary financing to complete exploration and development;
government policies and regulations; and future profitable production or proceeds from
disposition of such properties.

To date, the Company has not discovered an economic deposit. While discovery of ore-
bearing structures may result in substantial rewards, it should be noted that few properties
that are explored are ultimately developed into producing mines.

The Company believes that although the exploration of its existing projects is positive,
mineral exploration in general is uncertain. As a result, the Company believes that by
acquiring additional mineral properties or selling or joint venturing existing mineral
properties, it is able to better minimize overall exploration risk. In conducting its search
for additional mineral properties, the Company may consider acquiring properties that it
considers prospective based on criteria such as the exploration history of the properties,
the location of the properties, or a combination of these and other factors. Risk factors to
be considered in connection with the Company’s search for and acquisition of additional
mineral properties include the significant expenses required to locate and establish
mineral reserves; the fact that expenditures made by the Company may not result in
discoveries of commercial quantities of minerals; environmental risks; risks associated
with land title; the competition faced by the Company; and the potential failure of the
Company to generate adequate funding for any such acquisitions. See “Risk Factors”
below.

If the Company can develop a capital structure that will finance itself for future growth
over the next two years the Gold Wedge project will continue to be one of the major
focuses of the Company in fiscal 2010. This project is considered to be an advanced
exploration development project that is fully permitted by the Nevada Department of
Environmental Protection (NDEP) for a mine and mill. The Company will also pursue
additional advanced exploration extension drilling at the Fondaway project and advance
the property’s state and federal development permits in fiscal 2010 if new funding is
obtained to finance this drilling.

OVERALL PERFORMANCE

Due to the economic issues being encountered that continue to adversely affect the capital
markets and commodity prices the Company’s committed exploration activities have
continued to be revised downward. Unless the Company can secure a financing in the
near future, the Company will continue to preserve its cash resources by maintaining its
exploration and administrative expenses at a much reduced rate.
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The Company is continuing to strategically review its assets to consider scenarios
designed to create some value from the Company’s gold and coal exploration portfolio.
The Company announced on September 8, 2009 that it had obtained value from the sale
of its Railroad project and received from an unrelated private company net after payout of
the option to purchase 100% of the project $1.2 million, retained a 1% NSR royalty and
received 500,000 common shares of the private company.

The Company has continued to take steps to reduce the level of its capital outflow until a
financing can be completed in order to remain a viable entity. The Company has reduced
its workforce and will cut salaries of all remaining employees and management. The
obvious result of this effort is the curtailment of the Gold Wedge project in the near term.
The objective is to reduce expenditures on all levels and to only spend capital on projects
that will enhance the viability of the Company. Further to that goal the Company will in
the future aggressively pursue a financing to further the advanced exploration of the Gold
Wedge project in Nevada.

The Company has sufficient cash on hand to fund its committed and discretionary
exploration and operating activities for fiscal 2010 at current operating levels.

As at January 31, 2010, the Company had mineral properties valued at $19,799,686
compared to $19,007,396 as at January 31, 2009. The reason for the increase in the value
of the mineral properties is the Company spent $1,122,305 on deferred exploration
expenditure activities and recovered exploration expenditures with the sale of exploration
ore in the amount of $330,015 resulting in $910,244 net deferred exploration
expenditures on the Gold Wedge Project, $70,395 on deferred exploration expenditure
activities on the Pinon Project, $157,287 on deferred exploration expenditures on the
Railroad Project prior to selling the property for proceeds of $1,200,000, $37,497 on
deferred exploration expenditures on the Fondaway Project and $234,167 on deferred
exploration activities on the Kentucky Project.

As at January 31, 2010, the Company had working capital of $651,175 compared to
$1,857,810 as at January 31, 2009. The Company had cash and cash equivalents and
other current assets of $952,556 as at January 31, 2010, compared to $2,048,098 as at
January 31, 2009, a decrease of 53.5%. The decrease is primarily due to the cash
expenditures for the Company’s exploration activities, discussed above, operating
expenses and the effect of translation on foreign currency.

MINERAL PROPERTIES

Gold Wedge Project




Royal Standard Minerals Inc.

Management’s Discussion and Analysis
Year ended January 31, 2010
Discussion dated May 28, 2010

The Gold Wedge project represents the most advanced project located in the Manhattan
district about eight (8) miles south of the Round Mountain mine and has been issued a
mine and mill permit by the Nevada Department of Environmental Protection (NDEP).
The Company has completed construction of a processing plant on site which includes
primary and secondary crushing facilities that feed a gravity recovery system. In
addition, a heap leach pad, silt and fresh water ponds have been completed. Testing of
the various mineral processing functions commenced during April 2007 using previously
extracted stockpiles of low grade gold feed material to process into gold dore’ using the
Company’s smelter. Due to the reduction in expenditures being incurred on this project,
completion of the test phase of the facility is not expected for several months. The
Company has also commenced the underground development program which includes
the exploration of defined mineralized zones concurrently with the second phase of
decline development. The program has concentrated on the development of a spiral
decline as a means to better explore the deposit at depth. As part of the program a series
of crosscuts were constructed at specific intervals to effectively assess the potential
mineralized zones. All material is sampled daily and analyzed for gold onsite at the
Company assay laboratory.

On June 29, 2005 the Company entered into a 5-year Purchase Option Agreement with a
private individual for all of his patented and unpatented mining claims in the Manhattan
Mining District located in Nye County, Nevada. The land package totals approximately
1600 acres (4 patented, 70 unpatented claims). This property position adjoins the
Company's Gold Wedge Mine. The land package includes a number of exploration
targets which are of interest to the Company. In addition, the Company's option includes
the Dixie-Comstock claim group located in Churchill County, Nevada. The Dixie-
Comstock is a 1500 acre property containing a gold system that has been explored by a
number of major mining companies over the past 20 years. It is considered to be an
attractive advanced exploration project. Annual option payments of $48,000 are to be
applied to a total purchase price of $600,000. This option was exercised prior to August
31, 2009 and as a result this property is 100% owned by the Company.

The Company has recorded an asset retirement obligation on its Gold Wedge Project in
the amount of $149,050, representing the estimated costs of the Company’s obligation to
restore the property site to its original condition and which is equal to the amount of the
reclamation bond posted by the Company with the State of Nevada.

Project Expenditures

To January 31, 2010, cumulative net expenditures of $16,087,544 were incurred on the
Gold Wedge Project consisting of: (1) acquisition costs - $1,151,675; (2) travel -
$332,277; (3) mine development costs - $1,046,788; (4)drilling - $948,793; (5) general
exploration - $133,353 (6) $80,164 — professional fees; (7) consulting, wages and salaries
- $4,981,711; (8) office and general - $1,674,306; (9) analysis and assays - $155,610; (10)
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supplies, equipment and transportation — $3,686,751; (11) amortization - $2,226,131; and
(12) net sale of exploration ore - $330,015. These costs were incurred in connection with
various activities the Company performed on a discretionary basis.

Future Programs

If a financing is obtained management is anticipating to advance the production potential
on the Gold Wedge project by incurring further exploration expenditures and upgrading
the plant. However, if a financing is not obtained there will be no significant Company
funded exploration program on the Gold Wedge project. The Company will maintain its
2010 lease payment obligations and claim renewal fees.

PINON PROJECT
Pinon-Railroad Project

The Company has developed the necessary construction plans for the Pinon project
including surface, heap leach facilities design and open pit modeling of the deposits. All
of this work was completed in preparation for the filing of a mining permit application
with the US Bureau of Mines (BLM) and the Nevada Department of Environmental
Protection (NDEP). A second objective is to update the feasibility studies for the Pinon
near surface oxide deposits.

Pinon Project

The Pinon project is made up of a number of lease agreements to lease certain properties
in Elko County, Nevada. The Company is obligated to incur payments of $77,000 and

incur exploration expenditures totalling $175,000 to keep the leases in good standing for
the year ended January 31, 2011. The lessors will retain a 5% net smelter return royalty.

Railroad Project

The Railroad project was made up of two lease agreements to lease certain properties in
Elko County, Nevada. The Company was obligated to incur payments of $8,000 to keep
one lease in good standing and pay $1,765,000 to exercise the option to purchase the
leased property under the other agreement by August 31, 2009 to keep the leases in good
standing. The lessors would retain a 5% net smelter return royalty.

On August 31, 2009 the option was exercised to acquire 100% of this project by making
the $1,765,000 and the property was sold to an unrelated private company for net
proceeds of $1.2 million, a 1% NSR royalty and 500,000 common shares of the private
company. The sale of this property resulted in a gain on the sale of $583,199.

The Company has recorded an asset retirement obligation in the amount of $54,136 on its
Pinon Project, representing the estimated costs of the Company’s obligation to restore the
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property site to its original condition as required by the State of Nevada regulatory
authorities.

Project Expenditures

To January 31, 2010, cumulative expenditures of $2,618,817 were incurred on the Pinon
Project consisting of: (1) property acquisition costs - $1,076,210; (2) travel - $78,326; (3)
drilling - $130,600; (4) general exploration — $7,765; (5) professional fees - $209,521; (6)
office and general - $98,120; (7) geologist - $32,653; (8) consulting, wages and salaries -
$687,062; (9) reclamation costs - $167,785 (10) analysis and assays - $74,042; and (11)
supplies, equipment and transportation — $56,733. The expenditures relating to the
Railroad Project in the amount of $617,300 were applied against the proceeds received
resulting in cumulative expenditures of the Pinon Project to be $2,001,517. These costs
were incurred in connection with various activities performed by the Company on a
discretionary basis.

Future Programs

The Railroad project was successfully sold and the only other expenditures anticipated
under the Pinon project are to keep the leases in good standing. If a financing is obtained,
the Company will actively pursue the completion and filing of a mining permit
application with the BLM and NDEP on this project for the year ended January 31, 2011.

Fondaway Project

The Fondaway Project is located in Churchill County, Nevada. The Company has leased
130 unpatented mining claims and is obligated to make a payment of $35,000 for the year
ended January 31, 2011 to keep the lease in good standing. The lessors will retain a 3%
net smelter return royalty on the property.

Project Expenditures

To January 31, 2010, cumulative expenditures of $339,776 were incurred on the
Fondaway project consisting of: (1) property acquisition costs - $320,500; (2) travel -
$3,279; (3) drilling - $15,646; and (4) analysis and assays $351. These costs were
incurred in connection with various activities performed by the Company on a
discretionary basis.

Future Programs

If a financing can be obtained, the Company is planning to perform exploration drilling
and permitting work totaling approximately $640,000 for the year ended January 31,
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2011 on the Fondaway project. However, if a financing is not obtained there will be no
significant Company funded exploration program on the Fondaway project. The
Company will maintain its 2010 lease payment obligations and claim renewal fees.

Kentucky Project

During 2008 in an effort to achieve diversity within its natural resource portfolio the
Company and Sharpe Resources Corporation ("Sharpe") entered into an option agreement
dated November 19, 2008 whereby the Company agreed to an option to acquire a 50%
interest in coal properties in eastern Kentucky by advancing to the project $2 million
prior to December 9, 2009. Once the option is exercised by the Company a 50/50 Joint
Venture agreement will be entered into between the Company and Sharpe at which time
all expenditures incurred and revenues earned from the coal projects will be shared 50 %
by the Company and 50% by Sharpe.

Sharpe and the Company are related parties due to the fact that they have common
management and directors.

Under the terms of the option agreement a 100% interest in a surface mine coal project in
Wolfe County, Kentucky was acquired. The transaction costs included $250,000 to
acquire the project and $178,700 for a reclamation bond to cover the state of Kentucky
reclamation requirements for this property. The property consists of approximately 1,000
acres of coal mineral rights under lease.

On September 11, 2009 this option agreement was amended to allow the Company to
acquire its 50% interest in the properties by advancing to the project $2 million by
December 9, 2011. As consideration for this amendment the Company cancelled the note
receivable from Sharpe held by the Company and received a new note from Sharpe in the
amount of $120,409 on September 9, 2009 repayable in three equal installments on
September 9, 2011, 2012 and 2013.

Project Expenditures

To January 31, 2010, cumulative expenditures of $1,370,849 were incurred on the Wolfe
County, Kentucky project consisting of: (1) property acquisition costs - $418,300; (2)
travel - $25,989; (3) professional fees - $78,353; (4) consulting, wages and salaries -
$207,522; (5) office and general - $96,480; (6) supplies, equipment and transportation -
$400,313; (7) rent - $94,010; (8) Reclamation costs - $22,202 and (9) amortization —
$27,680. These costs were incurred in connection with various activities performed by
the Company on a discretionary basis.
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Future Programs

The Company has successfully negotiated an extension on this project and as a result has
until December 9, 2011 to exercise its option on this project. The Company is
maintaining the agreements entered into for this project, however does not intend to make
any significant expenditures on this project until commodity prices strengthen, a
financing can be successfully completed or some value can be obtained from the sale of
the property.

TECHNICAL DISCLOSURE

All technical disclosure covering the Company’s properties was prepared under the
supervision of Roland M. Larsen, the CEO and a director of the Company and a
“Qualified Person” within the meaning of National Instrument 43-101.

ENVIRONMENTAL LIABILITIES

The Company is not aware of any environmental liabilities, obligations or responsibilities
associated with the Company’s coal and gold interests.

SUMMARY OF QUARTERLY RESULTS
The following is a summary of selected financial information of the Corporation for the
quarterly periods indicated.

3 Months | 3 Months | 3 Months | 3 Months |3 Months| 3 Months | 3 Months | 3 Months
Ended Ended Ended Ended Ended Ended Ended Ended
Jan-31 Oct-31 Jul-31 Apr-30 Jan-31 Oct-31 Jul-31 Apr-30
2010 2009 2009 2009 2009 2008 2008 2008
Interest Income 1,334 2,967 2,296 3,033| 14,763 19,822 31,923 49,314
Foreign Currency
Gain (Loss) 3,033 -15,000 15,648 -4,701| -1,127| -159,336 -29,906| -15,196
Expenses -578,695| -372,680| -332,613| -128,925|-207,192| -134,974 -253,798| -187,274
Net Income (Loss) -632,284 256,442 -314,669| -130,593|-193,556| -274,488 -251,781| -153,156
Basic & Diluted
Earnings pershare -0.01 0.00 0.00 0.00 -0.01 0.00 0.00 0.00

The net income (losses) for the three months ended April 30, 2008 principally relate to
interest income offset by expenses incurred for general working capital purposes.
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The net losses for the three months ended July 31, 2008, October 31, 2008, January 31,
2009, April 30, 2009, and July 31, 2009 principally relate to interest income offset by
expenses incurred for general working capital purposes except for the net loss for the
three months ended October 31, 2008 which had a large offsetting amount of $159,336
for foreign currency adjustments and the net loss for July 31, 2009 which had a large
offsetting amount of $149,535 for Stock-based compensation.

The net income for October 31, 2009 relates to interest income offset by expenses
incurred for general working capital purposes resulting in a net loss of $384,713. This
net loss is offset by the gain on sale of the Railroad Project property of $641,155 resulting
in the net income for the period of $256,442.

The net loss for January 31, 2010 principally relates to interest income offset by expenses
incurred for general working capital purposes. The net loss is offset by a gain on sale of
the Railroad Project property of $583,199 which differs by $57,956 from the quarter
ended October 31, 2009 due to the additional legal expenses relating to the transaction
expensed during the quarter ended January 31, 2010.

RESULTS OF OPERATIONS

Year ended January 31, 2010 compared with the year ended January 31, 2009

The Company’s net loss totaled $821,104 for the year ended January 31, 2010, with basic
and diluted losses per share of $0.01. This compares with net loss of $872,981 with basic
and diluted losses per share of $0.01 for the year ended January 31, 2009. The decrease of
$51,877 in net loss was principally due to an increase in general and administrative
expenditures, consulting, wages and salaries, a stock-based compensation addition offset
by the gain on sale of the Railroad Project property in the year ended January 31, 2010.

LIQUIDITY AND CAPITAL RESOURCES

The activities of the Company, principally the acquisition of properties prospective for
gold and coal are financed through the completion of an equity or debt financing, the
exercise of stock options or the sale of exploration properties owned by the Company.
For the year ended January 31, 2010, the Company raised $1.2 million as a result of
selling its Railroad project property and $330,015 on the sale of exploration ore. As a
result the cash resources of the Company decreased less than they would have had the
property and exploration ore not been sold. The decrease in cash resources is a result of
the use of such resources to meet its commitments and to maintain its exploration projects
and the payment of general expenses of the Company offset by the proceeds received on
the sale of exploration ore and the sale of the Railroad project property.

11
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There is no assurance that future sales or equity or debt capital will be available to the
Company in the amounts or at the times desired, or on terms that are acceptable to the
Company, if at all. See “Risk Factors” below. As at January 31, 2010, the Company had
$745,779 in cash and cash equivalents (January 31, 2009: $1,701,148). The Company had
working capital of $529,435 as of January 31, 2010, compared to working capital of
$1,757,503 as of January 31, 2009. Working capital has decreased for the current period
presented as a result of funds spent on gold and coal projects and maintaining the
Company’s reporting issuer status and operating activities offset by the proceeds of $1.2
million received on the sale of the Railroad Project property and the proceeds of
$330,015 on the sale of exploration ore.

Current liabilities of $301,381 were up in January 31, 2010, compared to $190,288 as at
January 31, 2009 due to the salaries not paid to certain employees and accrued to be paid
when a financing is obtained and financial conditions improve. The current liabilities are
primarily due to accruals for exploration expenditures, wages and general expenditures.
The Company’s cash and cash equivalents and short-term investments as at January 31,
2010, are sufficient to pay these liabilities.

As of January 31, 2010, the Company had met its capital commitment obligations to keep
all of its property agreements in good standing.

The Company’s liabilities and obligations for the following five years as of July 31,
2009, are summarized below:

Jnimmens January January

Liabilities and obligations | Total 31. 2011 31, 31, 2015-
i 2012-2014 | 2016

Option Agreement(a) $630,000 | n/a $630,000 n/a
Mining interests (b) $785,000 | $157,000 | $314,000 $314,000
Employment Contract (c) $1,250,000 | $250,000 $500,000 $500.000
Corporate expenses (d) $2,000,000 | $400,000 | $800,000 $800,000
Total $4,665,000 | $807,000 | $2,244,000 | $1,614,000

(a) Under the terms of the option agreement with Sharpe the Company is required to
incur expenditures of approximately $630,000 by December 9, 2011 to exercise its
option.

(b) Includes optional payments and expenditures required in order to maintain its various
mining interests in good standing. A summary of fees is noted below:

Gold Wedge Project

12
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In order to maintain its property on the Gold Wedge Project, the Company has to pay
claim renewal fees to the Bureau of Land Management (“BLM”) of approximately
$15,000.

Pinon Project

In order to maintain its lease agreements on the Pinon Project, the Company has to make
annual payments of $77,000 for the year ended January 31, 2011 and a commitment of
$150,000 (incurred) in exploration expenses which includes claim renewal fees of
$15,000 to BLM.

Fondaway Project

In order to maintain the lease agreements on the Fondaway Project, the Company has to
make optional payments of $35,000 before July 15, 2010 and has to pay claim renewal
fees to BLM of approximately $15,000.

See “Mining Interests” above.

(c) The Company has an employment contract dated January 1, 2006 with Mr. Larsen the
CEO of the Company. The contract is for a term of five years, allows for a base salary of
$250,000 per year and also provides for an additional annual bonus payment. Should the
contract be terminated prior to the five year term, the contract has an early termination
compensation clause whereby the total amount still outstanding for the remainder of the
five year term will be paid to Mr. Larsen.

(d) The Company estimates that it will incur approximately $400,000 per year in
corporate expenses over the next five years. These expenditures are generally not
committed and are discretionary in nature. The Company will continue to monitor the
global market situation and may adjust its expenditures, depending on future market
conditions.

Management believes that the Company’s cash and cash equivalents and short term
investments are not sufficient to meet its expenditures for the next five years as the
Company has a working capital balance of $529,435 (total expected expenditures over
the next five years - $4,795,000). As a result, the Company will be required to raise some
capital during this period by way of an equity or debt financing, the exercise of options or
the sale of an asset to meet its obligations. There is no guarantee that the five year time
horizon that management has presented will be realized. See “Risk Factors” below.

The Company has no operating revenues and therefore it must utilize its current cash
reserves, income from short-term investments, funds obtained from the exercise of stock
options and other financing transactions to maintain its capacity to meet ongoing
discretionary exploration and operating activities. Given that the Company does not have
sufficient funds on hand to meet its next five year capital requirements, it anticipates
raising additional funds during the next year by the sale of assets, equity or debt
financing, the exercise of stock options or the combination of the methods to generate
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funds. On August 31, 2009 the Company sold its Railroad project property which netted
the Company $1.2 million.

As of January 31, 2010, the Company had 83,853,825 common shares issued and
outstanding, and options outstanding to acquire 7,904,691 common shares of the
Company that would raise $790,469 if exercised in full. This is not anticipated until
financial markets recover. During the year ended January 31, 2010, 750,000 common
shares were issued at a price of $0.06 to settle a debt in respect of services rendered by a
consultant to the Company. On May 4, 2009 options to acquire 675,000 common shares
at $0.36 expired. On June 26, 2009 the Company cancelled 5,842,500 options with
exercise prices between CDN $0.29 and CDN $1.44 and with various expiry dates
between April 13, 2010 and July 13, 2012.

To date, the cash resources of the Company are held with the Royal Bank of Canada.

The Company has no debt and its credit and interest rate risk is minimal. Accounts
payable and accrued liabilities are short-term and non-interest bearing.

The Company’s liquidity risk with financial instruments is minimal as excess cash is
invested in highly liquid bank-backed guaranteed investment certificates.

The funds on hand are not adequate to meet the ongoing discretionary exploration
program (See “Mining Interests” above) or the funds to complete the development of its
projects, if warranted. The Company is dependent on external financing to fund its
activities and as a result the Company will spend its existing capital and raise additional
amounts to meet its current discretionary exploration program when economic conditions
permit it to do so.

The market value of the Company’s investment in public companies as of January 31,
2010, was $60,000. The Company can sell the securities to raise funds to settle its
obligations as they arise. However, management intends to maintain the Company’s
investment in public companies until it becomes advantageous to sell these shares or until
liquidity concerns necessitate such sale.

Due to the current market conditions, the Company has decided to conserve cash; in
particular, the Company will scale down its exploration efforts on its properties and
undertake a strategic review of its assets. More specifically, the review will consider
scenarios designed to unlock value in the Company’s gold and coal exploration portfolio.
The options being considered include, but are not limited to, sale of gold or coal assets,
joint ventures, and restructuring of assets. On August 31, 2009 the Company sold its
Railroad project property realizing net proceeds of $1.2 million.
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The Company also intends to reduce monthly discretionary expenditures in a prudent
manner in response to current market conditions. The Company will continue to monitor
the global market situation and may re-adjust its discretionary and committed
expenditures, depending on future market conditions.

RELATED PARTY TRANSACTIONS

January 31, January 31,
2010 2009
Due from related parties
Sharpe Resources Corporation'" $121,740 $100,307
$121,740 $100,307

(1) Sharpe is related to the Company because of common management. Sharpe has executed a
promissory note (the “Note™) providing for the repayment of the Note over a three year period
commencing on September 9, 2008. The unpaid balance of the Note will accumulate interest at
the rate of 4% per annum. As consideration for an extension of the option under the option
agreement with Sharpe, on September 9, 2009 this note was cancelled and Sharpe executed a new
promissory note in the amount of $133,134 with an interest rate of 0% providing for the
repayment of the note over a three year period commencing September 9, 2011.

Consulting, wages and salaries for the year ended January 31, 2010 include an accrual of
salary owing of $125,000 (January 31, 2009 — Nil) and salary of $124,986 (year ended
January 31, 2009 - $249,995) paid to the President of the Company.

Consulting, wages and salaries for the year ended January 31, 2010 include an accrual of
salary owing of $5,200 (January 31, 2009 — Nil) and salary of $45,061 (year ended
January 31, 2009 - $82,337) paid to an employee who is also a family member of the
President and Director of the Company.

Compensation of $38,500CDN for the year ended January 31, 2010 (year ended January
31,2009 - $23,080 to a former CFO) was paid to the CFO of the Company.

During the year ended January 31, 2010, a corporation associated with a director and
officer of the Company was paid transfer agent fees of $6,852CDN (year ended January
31, 2009 - $9,849).
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These transactions were in the normal course of operations and were measured at the
exchange value which represented the amount of consideration established and agreed to
by the related parties.

OFF-BALANCE SHEET ARRANGEMENTS

As of the date of this filing, the Company does not have any off balance sheet
arrangements that have, or are reasonably likely to have, a current or future effect on the
results of operations or financial condition of the Company, including, and without
limitation, such considerations as liquidity and capital resources.

PROPOSED TRANSACTIONS

There are no proposed transactions of a material nature being considered by the
Company. However, the Company continues to evaluate either debt or equity financings
and evaluate properties that may be sold in the future.

CRITICAL ACCOUNTING ESTIMATES

The preparation of the Company’s consolidated financial statements requires
management to make certain estimates that affect the amounts reported in the financial
statements. The accounting estimates considered significant are the valuation of the
Company’s mining interests and stock-based compensation.

The policy of capitalizing exploration costs to date does not necessarily relate to the
future economic value of the exploration properties. The valuation of mining interests is
dependent entirely upon the discovery of economic mineral deposits. Management has
considered the Draft of Proposed Changes to EIC-174, Accounting by Mining Enterprises
for Exploration Costs, and have determined that there is no impairment of the carrying
value of the mineral exploration properties as disclosed in the consolidated financial
statements for the year ended January 31, 2010.

The Company uses the Black-Scholes model to determine the fair value of stock options.
The main factor affecting the estimates of stock-based compensation is the stock price
volatility used. The Company uses historical price data and comparables in the estimate
of future volatility.

Other items requiring estimates for the year ended January 31, 2010, are accounts payable
and accrued liabilities and asset retirement obligations. Changes in the accounting
estimates in these items will not have a material impact on the financial position of the
Company.
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SHARE CAPITAL

The Company is authorized to issue an unlimited number of common shares and special
shares. As of May 28, 2010, the Company has 83,853,825 common shares outstanding.

As of May 28, 2010, the following stock options were outstanding:
Number of Options Exercise Price Expiry Date
7,904,691 $0.10 June 26, 2014

On June 26, 2009 the Company cancelled 5,842,500 options with exercise prices between
CDN$0.29 and CDN$1.44 with various expiry dates between April 13, 2010 and July 13,
2012.

The Company’s common shares are listed in the United States on the US OTC:BB
symbol RYSMF. The Company’s shares were suspended from trading on the TSXV as a
result of the Company’s failure to comply on a timely basis with TSXV requirements
during a review being conducted by the TSXV. On May 8, 2009 the board of directors
voluntarily delisted the Company’s common shares from the TSXV. This decision came
as a result of the TSXV’s inability to approve a prospective time sensitive proposed
financing until they completed their review of the Company and they could not advise the
Company when their review would be completed. In order for the Company to move
forward with its objectives which included a proposal for financing specific projects that
have been targeted for future development to maintain the viability of the Company, the
Company had no alternative other than delisting its common shares from the TSXV.

CHANGES IN ACCOUNTING POLICIES
Goodwill and Intangible Assets

Effective February 1, 2009, the Company adopted the Canadian Institute of Chartered
Accountants (“CICA”) Handbook Section 3064, “Goodwill and Intangible Assets” which
replaced CICA Handbook sections 3450, "Research and Developmental Costs", as well
as EIC-27, “Revenues and Expenditures During the Pre-operating Period” and part of
Accounting Guideline 11, "Enterprises in the Development Stage". Under previous
Canadian standards, a great number of items were recognized as assets than are
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recognized under International Financial Reporting Standards (“IFRS”). The provisions
relating to the definition and initial recognition of intangible assets reduce the differences
with IFRS in the accounting for intangible assets. The objectives of CICA 3064 are: 1) to
reinforce the principle-based approach to the recognition of assets; 2) to establish the
criteria for asset recognition and; 3) to clarify the application of the concept of matching
revenues and expenses such that the current practice of recognizing asset items that do
not meet the recognition criteria is eliminated. The new standard also provides guidance
for the recognition of internally developed intangible assets (including research and
development activities), ensuring consistent treatment of all intangible assets. The
portions in the new standard relating to goodwill remain unchanged.

The adoption of this standard had no impact on the Company’s presentation of its
financial position or results of operations as at January 31, 2010.

Credit Risk and the Fair Value of Financial Assets and Financial Liabilities

In January 2009, the Emerging Issues Committee of the CICA issued EIC-173 “Credit
Risk and the Fair Value of Financial Assets and Financial Liabilities”, which applies to
interim and annual financial statements for periods ending on or after January 20, 2009.
The adoption of this standard had no impact on the Company’s presentation of its
financial position or results of operations as at January 31, 2010.

Mining Exploration Costs

On March 27, 2009, the Emerging Issues Committee of the CICA approved an abstract
EIC-174, “Mining Exploration Costs”, which provides guidance on capitalization of
exploration costs related to mining properties in particular, and on impairment of long-
lived assets in general. The Company has considered the new guidance of this
accounting standard in the preparation of its financial statements, for the year ended
January 31, 2010 and is compliant with its requirements.

Fair Value Hierarchy and Liquidity Risk Disclosure

In June 2009, the Canadian Accounting Standards Board issued an amendment to CICA
Section 3862, “Financial Instruments — Disclosures” in an effort to make section 3862
consistent with IFRS Section 7 — Disclosures (“IFRS 7). The purpose was to establish a
framework for measuring fair value in Canadian GAAP and expand disclosures about fair
value measurements. To make the disclosures an entity must classify fair value
measurements using a fair value hierarchy that reflects the significance of the inputs used
in making the measurements. The fair value hierarchy must have the following levels: (a)
quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
(b) inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (ie., as prices) or indirectly (ie., derived from prices) (Level 2);
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and (c) inputs for the asset or liability that are not based on observable market data
(unobservable inputs) (Level 3). These standards apply to annual financial statements
relating to fiscal years ending after September 30, 2009. The adoption of the new
standard resulted in additional disclosures in the notes to the consolidated financial
statements.

Cash and cash equivalents were considered as Level 1 and marketable securities were
considered as both Levels 1 and 3 for the purpose of this amendment.

Future accounting changes

International Financial Reporting Standards (“IFRS”)

The Canadian Accounting Standards Board ("AcSB") has confirmed that IFRS will
replace current Canadian GAAP for publicly accountable enterprises, effective for fiscal
years beginning on or after January 1, 2011. Accordingly, the Company will report
interim and annual consolidated financial statements (with comparatives) in accordance
with IFRS beginning with the quarter ended April 30, 2011.

IFRS Transition Plan

The Company has established an IFRS transition plan and engaged third party advisers to
assist with the planning and implementation of its transition to IFRS. The following
summarizes the Company’s progress and expectations with respect to its IFRS transition
plan:

Initial scoping and analysis of key | Complete.
areas for which accounting policies
may be impacted by the transition to
IFRS.

Detailed evaluation of potential | Complete.
changes required to accounting
policies, information systems and
business processes.

Application of (IFRS 1) First time | Complete
Adoption of International Financial
Reporting Standards.

Final determination of changes to | In progress, completion expected
accounting policies and choices to be | during Q2 2010
made with respect to first-time
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adoption alternatives

Resolution of the accounting policy | In progress, completion expected
change implications on information | during Q2 2010

technology, internal controls and
contractual arrangements

Management and employee education | Throughout the transition process
and training

Quantification of the Financial | Throughout 2010
Statement impact of changes in
accounting policies

Impact of Adopting IFRS on the Company’s Business

As part of its analysis of potential changes to significant accounting policies, the
Company is assessing what changes may be required to its accounting systems and
business processes. The Company believes that the changes identified to date are
minimal and the systems and processes can accommodate the necessary changes.

To date, the Company has not identified any contractual agreements that may be affected
by potential changes to significant accounting policies.

The Company’s staff and advisors involved in the preparation of the consolidated
financial statements are being trained on the relevant aspects of IFRS and the anticipated
changes to accounting policies. Employees of the Company who will be affected by a
change to business processes as a result of the conversion to IFRS will also be trained as
necessary.

First time Adoption of IFRS

The adoption of IFRS requires the application of IFRS 1 First time Adoption of
International Financial Reporting Standards (“IFRS”), which provides guidance for an
entity’s initial adoption of IFRS. IFRS 1 generally requires retrospective application of
IFRS, effective at the end of its first annual IFRS reporting period. However, IFRS 1 also
provides certain optional exemptions and mandatory exceptions to this retrospective
treatment.

The Company has identified the following optional exemptions that it expects apply in its
preparation of an opening IFRS statement of financial position as at February 1, 2010, the

Company’s transition date:

e To apply IFRS 2 Shre based Payments only to equity instruments issued after
November 7, 2002, and that had not vested by the transition date.
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e To apply IFRS 3 Business Combinations prospectively from the transition date,
therefore not restating business combinations that took place prior to the
transition date.

e To apply the transition provisions of IFRIC 14 Determining whether an
Arrangement Contains a Lease, therefore determining if arrangements existing at
the transition date contain a lease based on the circumstances existing at that date.

e To apply IAS 23 Borrowing Costs prospectively from the transition date IAS 23
requires the capitalization of borrowing costs directly attributable to the
acquisition, production or construction of certain assets.

Prior to reporting interim consolidated financial statements in accordance with IFRS for
the quarter ending April 30, 2011, the Company may decide to apply other optional
exemptions contained in IFRS 1.

IFRS 1 does not permit changes to estimates that have been made previously.
Accordingly, estimates used in the preparation of the Company’s opening IFRS statement
of financial positions as at the transition date will be consistent with those made under
current Canadian GAAP. If necessary, estimates will be adjusted to reflect any difference
in accounting policy.

Impact of Adopting IFRS on the Company’s Financial Statements

The adoption of IFRS will result in some changes to the Company’s accounting policies
that are applied in the recognition, measurement and disclosure of balances and
transactions in its financial statements.

The following provides a summary of the Company’s evaluation to date of potential
changes to accounting policies in key areas based on the current standards and guidance
within IFRS. This is not intended to be a complete list of areas where the adoption of
IFRS will require a change in accounting policies, but to highlight the areas the Company
has identified as having the most potential for a significant change. The International
Accounting Standards Board has a number of ongoing projects, the outcome of which
may have an effect on the changes required to the Company’s accounting policies on
adoption of IFRS. At the present time , however, the Company is not aware of any
significant expected changes prior to its adoption of IFRS that would affect the summary
provided below.

1. Exploration and Evaluation Expenditures
IFRS currently allows an entity to retain its existing accounting policies related to

the exploration for and evaluation of mineral properties, subject to some
restrictions.
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2.

4.

5.

The Company expects to retain its current policy of deferring exploration and
evaluation expenditures until such time as the mineral properties are either put
into commercial production, sold, determined not to be economically viable or
abandoned. Therefore, the Company does not expect that the adoption of IFRS
will result in any sifnificant change to the related line items within its financial
statements.

Impairment of (Non financial) Assets

IFRS requires a write down of assets if the higher of the fair market value and the
value in use of a group of assets is less than its carrying value. Value in use is
determined using discounted estimated future cash flows. Current Canadian
GAAP requires a write down to estimated fair value only if undiscounted
estimated future cash flows of a group of assets are less than its carrying value.

The Company’s accounting policies related to impairment of non financial assets
will be changed to reflect these differences. However, the Company does not
expect that this change will have an immediate impact on the carrying value of its
assets. The Company will perform impairment assessments in accordance with
IFRS at the transition date.

Share based Payments

In certain circumstances, IFRS requires a different measurement of stock based
compensation related to stock options than current Canadian GAAP.

The Company does not expect any changes to its accounting policies related to
share based payments that would result in a significant change to line items within
its consolidated financial statements.

Property and Equipment

IFRS contains different guidance related to recognition and measurement of
property and equipment than current Canadian GAAP.

The Company does not expect any changes to its accounting policies related to
property and equipment that would result in a significant change in line items
within its consolidated financial statements.

Asset Retirement Obligations (Decommissioning Liabilities)

IFRS requires the recognition of a decommissioning liability for legal or
constructive obligations, while current Canadian GAAP only requires the
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6.

recognition of such liabilities for legal obligations. A constructive obligation
exists when an entity has created reasonable expectations that it will take certain
actions.

The Company’s accounting policies related to decommissioning liabilities will be
changed to reflect these differences. However, the Company does not expect this
change will have an immediate impact on the carrying value of its assets.

Income Taxes

In certain circumstances, IFRS contains different requirements related to
recognition and measurement of future (deferred) income taxes.

The Company does not expect any changes to its accounting policies related to
income taxes that would result in a significant change to line items within its
consolidated financial statements.

Subsequent Disclosures

Further disclosures of the IFRS transition process are expected as follows:

The Compamy’s MD&A for the 2010 interim periods and the year ended January
31, 2011, will include updates on the progress of the transition plan, and, to the
extent known, further information regarding the impact of adopting IFRS on key
line items in the annual consolidated financial statements.

The Company’s first financial statements prepared in accordance with IFRS will
be the interim consolidated financial statements for the three months ending April
30, 2011, which will include notes disclosing transitional information and
disclosure of new accounting policies under IFRS. The interim consolidated
financial statements for the three months ended April 30, 2011, will also include
2010 consolidated financial statements for the comparative period, adjusted to
comply with IFRS, and the Company’s transition date IFRS statement of financial
position (at February 1, 2011).

Business Combinations, Consolidated Financial Statements and Non-Controlling
Interests

The CICA issued three new accounting standards in January 2009: Section 1582,
"Business Combinations", Section 1601, "Consolidated Financial Statements" and
Section 1602, "Non-Controlling interests". These new standards will be effective for
fiscal years beginning on or after January 1, 2011. Section 1582 replaces section 1581
and establishes standards for the accounting for business combinations that are equivalent
to the business combination accounting standard under IFRS. Section 1601 together with
Section 1602 establishes standards for the preparation of consolidated financial
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statements.  Section 1601 is applicable for the Company’s interim and annual
consolidated financial statements for its fiscal year beginning February 1, 2011.

MANAGEMENT OF CAPITAL

The Company’s objective when managing capital is to maintain adequate levels of
funding to support the acquisition, exploration and development of mineral properties.

The Company considers its capital to be equity, which comprises share capital, stock
options and warrants, which at January 31, 2010, totaled $38,175,130 (January 31, 2009 -
$37,818,659).

The Company manages its capital structure in a manner that provides sufficient funding
for acquisition, exploration and development of its mineral properties. Funds are
primarily secured through equity capital raised by way of private placements or could be
by way of debt financing. There can be no assurance that the Company will be able to
continue raising equity capital in this manner.

The Board of Directors does not establish quantitative return on capital criteria for
management, but rather relies on the expertise of the Company's management to sustain
future development of the business.

The Company invests all capital not required for its immediate needs in short-term, liquid
and highly rated financial instruments, such as cash and other short-term guaranteed
deposits, all held with major Canadian and US financial institutions.

Management reviews its capital management approach on an ongoing basis and believes
that this approach, given the relative size of the Company, is reasonable.

There were no changes in the Company's approach to capital management during the year
ended January 31, 2010. The Company is not subject to externally imposed capital
requirements.

FINANCIAL INSTRUMENTS
(a) Property risk

The Company's gold and coal interests being the Gold Wedge Project, Pinon Project,
Fondaway Project and Kentucky Project ( collectively "Property Interests") are the only
projects that are currently material to the Company. Unless the Company acquires or
develops additional material Property Interests, the Company will be solely dependent
upon its current Property Interests. If no additional Property Interests are acquired by the
Company, any adverse development affecting the Company's existing Property Interests
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would have a material adverse effect on the Company’s financial condition and results of
its operations.

(b) Financial risk

The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk
and market risk (including interest rate, foreign exchange rate and commodity and equity
price risk).

Risk management is carried out by the Company's management team with guidance from
the Audit Committee under policies approved by the Board of Directors. The Board of
Directors also provides regular guidance for overall risk management.

(1) Credit risk

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its
payment obligations. The Company's credit risk is primarily attributable to cash
equivalents and due from related parties. The Company has no significant concentration
of credit risk arising from operations. Cash equivalents consist of money market deposits,
which have been invested with reputable financial institutions, from which management
believes the risk of loss to be minimal.

Due from related parties consist of amounts due from a Company under common
management. Due from related parties are in good standing as of January 31, 2010.
Management believes that the credit risk concentration with respect to due from related
parties is minimal.

The Company's marketable securities are subject to fair value fluctuations. Management
believes that the credit risk with respect to marketable securities is remote.

(ii) Liquidity risk

Liquidity risk refers to the risk that the Company will not be able to meet its financial
obligations when they become due, or can only do so at excessive cost. The Company's
approach to managing liquidity risk is to ensure that it will have sufficient liquidity to
meet liabilities when due. As at January 31, 2010, the Company had cash and cash
equivalents and short term investments of $745,779 (January 31, 2009 - $1,701,148) to
settle current liabilities of $301,381 (January 31, 2009 - $190,288). All of the Company's
financial liabilities have contractual maturities of less than 60 days and are subject to
normal trade terms.

(ii1) Market risk

25




Royal Standard Minerals Inc.

Management’s Discussion and Analysis
Year ended January 31, 2010
Discussion dated May 28, 2010

Market risk is the risk of loss that may arise from changes in market factors such as
interest rate, foreign exchange rates and commodity and equity prices.

(a) Interest rate risk

Interest rate risk is the risk that the fair value of a financial instrument will fluctuate due
to changes in market interest rates. The Company has cash balances and no interest-
bearing debt. The Company's current policy is to invest excess cash in investment-grade
short-term guaranteed investment certificates issued by its banking institutions. The
Company regularly monitors its cash management policy.

(b) Foreign currency risk

Foreign exchange risk arises from future commercial transactions and recognized assets
and liabilities denominated in a currency that is not the entity’s functional currency. The
risk is measured using cash flow forecasting. The Company's functional and reporting
currency is the United States dollar (“US dollar”’) and major purchases are transacted in
US dollars. The Company funds most operations, as well as exploration and
administrative expenses, in the United States on a cash call basis using US dollar
currency converted from its Canadian dollar bank accounts held in Canada. The
Company maintains US dollar bank accounts in Canada and the United States. The
Company is subject to gains and losses due to fluctuations in the US dollar against the
Canadian dollar. Management believes the foreign exchange risk derived from currency
conversions is negligible and therefore does not hedge its foreign exchange risk.

(¢) Commodity price risk

The Company is exposed to price risk with respect to commodity and equity prices.
Equity price risk is defined as the potential adverse impact on the Company's earnings
due to movements in individual equity prices or general movements in the level of the
stock market. Commodity price risk is defined as the potential adverse impact on
earnings and economic value due to commodity price movements and volatility. The
Company closely monitors commodity prices, as it relates to coal and precious metals in
the United States, individual equity movements and the stock market in general to
determine the appropriate course of action to be taken by the Company.

Sensitivity analysis

Based on management's knowledge and experience of the financial markets, the
Company believes the following movements are "reasonably possible" over a twelve
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month period. The sensitivity analysis shown in the notes below may differ materially
from actual results.

e Interest rate risk is remote as the interest rates on the Company’s money market
deposits and short-term investments are fixed.

e The Company’s marketable securities are subject to fair value fluctuations. As at
January 31, 2010, if the fair value of the marketable securities had
decreased/increased by 10% with all other variables held constant, comprehensive
loss for the year ended January 31, 2010 would have been approximately $6,050
higher/lower. Similarly, as at January 31, 2010, reported shareholders’ equity
would have been approximately $6,050 lower/higher as a result of a 10%
decrease/increase in the fair value of marketable securities.

e Cash and cash equivalents, marketable securities, sundry receivables, due from
related parties and accounts payable and accrued liabilities denominated in
Canadian dollars are subject to foreign currency risk. As at January 31, 2010, had
the US dollar weakened/strengthened by 5% against the Canadian dollar with all
other variables held constant, the net loss and comprehensive (loss) would be
affected by approximately $2,500.

e Commodity price risk could adversely affect the Company. In particular, the
Company’s future profitability and viability of development depends upon the
world market price of coal and precious metals. Coal and precious metals have
fluctuated widely in recent years. There is no assurance that, even as commercial
quantities of coal and precious metals may be produced in the future, a profitable
market will exist for them. A decline in the market price of coal and precious
metals may also require the Company to reduce its mineral properties, which
could have a material and adverse effect on the Company’s value. As at January
31, 2010, the Company is not a coal or precious metal producer. As a result,
commodity price risk may affect the completion of future equity transactions such
as equity offerings, debt offerings and the exercise of stock options. This may
also affect the Company’s liquidity and its ability to meet its ongoing obligations.

RISK FACTORS

An investment in the securities of the Company is highly speculative and involves
numerous and significant risks. Such investment should be undertaken only by investors
whose financial resources are sufficient to enable them to assume such risks and who
have no need for immediate liquidity in their investment. Prospective investors should
carefully consider the risk factors described below.

Exploration Stage Company and Exploration Risks

The Company is a junior resource company focused primarily on the acquisition and
exploration of mineral properties located in USA. The properties of the Company have no
established reserves. There is no assurance that any of the projects can be mined
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profitably. Accordingly, it is not assured that the Company will realize any profits in the
short to medium term, if at all, from its mineral properties. Any profitability in the future
from the business of exploration will be dependent upon developing and commercially
mining an economic deposit of minerals, which in itself is subject to numerous risk
factors. The exploration and development of mineral deposits involve a high degree of
financial risk over a significant period of time that even a combination of management’s
careful evaluation, experience and knowledge may not eliminate. While discovery of ore-
bearing structures may result in substantial rewards, few properties that are explored are
ultimately developed into producing mines. Major expenses may be required to establish
reserves by drilling and to construct mining and processing facilities at a particular site. It
is impossible to ensure that the current exploration, development and production
programs of the Company will result in profitable commercial mining operations. The
profitability of the Company’s operations will be, in part, directly related to the cost and
success of its exploration and development programs, which may be affected by a
number of factors. Substantial expenditures are required to establish reserves that are
sufficient to commercially mine some of the Company’s properties and to construct,
complete and install mining and processing facilities on those properties that are actually
mined and developed.

No History of Profitability from Mineral Exploration

The Company is a development stage company with no history of profitability from
mineral exploration. There can be no assurance that the operations of the Company will
be profitable in the future. The Company has limited financial resources and will require
additional financing to further explore, develop, acquire, retain and engage in commercial
production on its property interests and, if financing is unavailable for any reason, the
Company may become unable to acquire and retain its mineral concessions and carry out
its business plan.

Government Regulations

The Company's exploration operations are subject to government legislation, policies and
controls relating to prospecting, development, production, environmental protection,
mining taxes and labour standards. In order for the Company to carry out its mining
activities, the Company's exploitation licences must be kept current. There is no
guarantee that the Company's exploitation licences will be extended or that new
exploitation licences will be granted. In addition, such exploitation licences could be
changed and there can be no assurances that any application to renew any existing
licences will be approved. The Company may be required to contribute to the cost of
providing the required infrastructure to facilitate the development of its properties. The
Company will also have to obtain and comply with permits and licences which may
contain specific conditions concerning operating procedures, water use, waste disposal,
spills, environmental studies, abandonment and restoration plans and financial
assurances. There can be no assurance that the Company will be able to comply with any
such conditions.
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Market Fluctuations and Commercial Quantities

The market for minerals is influenced by many factors beyond the control of the
Company such as changing production costs, the supply and demand for minerals, the
rate of inflation, the inventory of mineral producing companies, the international
economic and political environment, changes in international investment patterns, global
or regional consumption patterns, costs of substitutes, currency availability and exchange
rates, interest rates, speculative activities in connection with minerals, and increased
production due to improved mining and production methods. The metals industry in
general is intensely competitive and there is no assurance that, even if commercial
quantities and qualities of metals are discovered, a market will exist for the profitable sale
of such metals. Commercial viability of precious and base metals and other mineral
deposits may be affected by other factors that are beyond the Company’s control
including particular attributes of the deposit such as its size, quantity and quality, the cost
of mining and processing, proximity to infrastructure and the availability of
transportation and sources of energy, financing, government legislation and regulations
including those relating to prices, taxes, royalties, land tenure, land use, import and
export restrictions, exchange controls, restrictions on production, as well as
environmental protection. It is impossible to assess with certainty the impact of various
factors that may affect commercial viability so that any adverse combination of such
factors may result in the Company not receiving an adequate return on invested capital.

Mining Risks and Insurance

The Company is subject to risks normally encountered in the mining industry, such as
unusual or unexpected geological formations, cave-ins or flooding. The Company may
become subject to liability for pollution, damage to life or property and other hazards of
mineral exploration against which it or the operator if its exploration programs cannot
insure or against which it or such operator may elect not to insure because of high
premium costs or other reasons. Payment of such liabilities would reduce funds available
for acquisition of mineral prospects or exploration and development and would have a
material adverse affect on the financial position of the Company.

Environmental Protection

The mining and mineral processing industries are subject to extensive governmental
regulations for the protection of the environment, including regulations relating to air and
water quality, mine reclamation, solid and hazardous waste handling and disposal and the
promotion of occupational health and safety, which may adversely affect the Company or
require it to expend significant funds.

Capital Investment

The ability of the Company to continue exploration and development of its property
interests will be dependent upon its ability to raise significant additional financing
hereafter. There is no assurance that adequate financing will be available to the Company
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or that the terms of such financing will be favourable. Should the Company not be able to
obtain such financing, its properties may be lost entirely.

Conlflicts of Interest

Certain of the directors and officers of the Company may also serve as directors and
officers of other companies involved in base and precious metal exploration and
development and consequently, the possibility of conflict exists. Any decisions made by
such directors involving the Company will be made in accordance with the duties and
obligations of directors to deal fairly and in good faith with the Company and such other
companies. In addition, such directors declare, and refrain from voting on, any matters in
which such directors may have a conflict of interest.

Dependence on Key Employees

The Company’s business is dependent on retaining the services of a small number of key
employees. The success of the Company is, and will continue to be, to a significant
extent, dependent on the expertise and experience of these employees. The loss of one or
more of these employees could have a materially adverse effect on the Company.

DISCLOSURE OF INTERNAL CONTROLS

Management has established processes, which are in place to provide them sufficient
knowledge to support management representations that they have exercised reasonable
diligence that (i) the audited consolidated financial statements do not contain any untrue
statement of material fact or omit to state a material fact required to be stated or that is
necessary to make a statement not misleading in light of the circumstances under which it
is made, as of the date of and for the periods presented by the audited consolidated
financial statements, and (ii) the audited consolidated financial statements fairly present
in all material respects the financial condition, results of operations and cash flows of the
Company, as of the date of and for the periods presented by the audited consolidated
financial statements.

In contrast to the certificate required under Multilateral Instrument 52-109 Certification
of Disclosure in Issuers' Annual and Interim Filings (MI 52-109), the Company utilizes
the Venture Issuer Basic Certificate, which does not include representations relating to
the establishment and maintenance of disclosure controls and procedures (DC&P) and
internal control over financial reporting (ICFR), as defined in MI 52-109. In particular,
the certifying officers filing the Certificate are not making any representations relating to
the establishment and maintenance of:

(1) controls and other procedures designed to provide reasonable assurance that
information required to be disclosed by the issuer in its annual filings, interim filings or
other reports filed or submitted under securities legislation is recorded, processed,
summarized and reported within the time periods specified in securities legislation; and
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(i) a process to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAP. The Company’s certifying officers are responsible for ensuring
that processes are in place to provide them with sufficient knowledge to support the
representations they are making in this certificate.

Investors should be aware that inherent limitations on the ability of certifying officers of
a venture issuer to design and implement on a cost effective basis DC&P and ICFR as
defined in MI 52-109 may result in additional risks to the quality, reliability, transparency
and timeliness of interim and annual filings and other reports provided under securities
legislation.

MINING INTERESTS

The following table sets forth a breakdown of material components of mining interests:
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January 31, 2010

Cumulative from
date of inception
January 31, 2009 of exploration

Gold Wedge Project

Opening balance $15,177,300 $11,866,061 SO
Property acquisition costs 430,028 121,785 1,151,675
Travel 6,914 35,222 332,277
Mine development costs 10,671 53,909 1,046,788
Drilling -202 64,356 948,793
General Exploration 0 0 133,353
Professional fees 7,528 0] 80,164
Consulting, wages and salaries 282,548 1,228,118 4,981,711
Office and general 118,112 410,285 1,674,306
Analysis and assays 7,983 29,006 155,610
Supplies, equipment and
transportation 54,153 869,750 3,686,751
Amortization 322,524 498,808 2,226,131
Less: Proceeds from sale of
development ore -330,015 0] -330,015
Book value of mineral property $16,087,544 $15,177,300 $16,087,544
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Cumulative from
date of inception

January 31, 2010 January 31, 2009 of exploration

Pinon Project

Opening balance $1,931,122 $1,451,428 SO
Property acquisition costs 54,013 111,617 610,217
Travel 0 51,498 78,326
Drilling 0 0 130,600
General Exploration 0 0 7,765
Professional fees 19,668 0 85,941
Office and general 0 0] 98,120
Geologist (o} 0 32,653
Consulting, wages and salaries 258 256,585 659,335
Reclamation costs (o} 0 167,785
Analysis and assays (0} 0 74,042
Supplies, equipment and
transportation -3,544 59,994 56,733
Book value of mineral property $2,001,517 $1,931,122 $2,001,517
Railroad Project
Opening balance $460,013 $331,446 S0
Property acquisition costs 5,980 128,567 465,993
Professional fees 123,580 0 123,580
Consulting, wages and salaries 27,727 0 27,727
Sale of property -617,300 0 -617,300
Book value of mineral property SO $460,013 SO
Fondaway Project
Opening balance $302,279 $246,457 S0
Property acquisition costs 37,497 55,822 320,500
Travel (o} 0 3,279
Drilling 0 0 15,646
Analysis and assays 0 0 351
Book value of mineral property $339,776 $302,279 $339,776
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Cumulative from
date of inception

January 31, 2010 January 31, 2009 of exploration

Kentucky Project
Opening balance $1,136,682 S0 S0
Property acquisition costs 300 418,000 418,300
Travel 12,162 13,827 25,989
Reclamation costs 2,925 19,277 22,202
Professional fees 29,673 48,680 78,353
Consulting, wages and salaries 43,694 163,828 207,522
Office and general 35,825 60,655 96,480
Supplies, equipment
and transportation 93,508 306,805 400,313
Rent 750 93,260 94,010
Amortization 15,330 12,350 27,680
Book value of mineral property $1,370,849 $1,136,682 $1,370,849
TOTAL $19,799,686 $19,007,396 $19,799,686
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