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October 26, 2011

Bird River Resources Inc.

Dear Shareholders:

Your Company has been operating under its new name Bird River Resources since the approval at our last
year’s Annual General Meeting. In spite of a four and half month set back caused by the weather and
overland flooding, your Company, through decisive and diligent moves, has managed to make steady
progress in the oil and gas exploration business. At the end of this fiscal year we have joint venture
investments in five producing wells with Antler River Resources near the towns of Pierson and Sinclair,
Manitoba. During October, two more horizontal wells have been drilled and are waiting the fracing crew.
Well number eight is expected to be drilled in early November. Additionally, the Company also holds an
oil and gas portfolio comprising five properties (interests ranging from 25% to 100%) which are being
assessed for future drilling.

The global oil markets remain buoyant due to the demand for crude oil from China and India as well as
other emerging markets. In 2011, Manitoba continued to increase its oil production over the previous
year. The Bakken and Spearfish formations of light sweet crude oil remain the most attractive drilling
targets for Bird River Resources and its joint venture partners. Management applies a prudent and
responsible risk taking approach to the Company’s operations.

The Company’s environmental division experienced a decline due to the unusually inclement weather
which contributed to reduced demand for water well sealing services and bentonite orders.

We continue to focus our attention on our core areas while, at the same time, reviewing opportunities in
related businesses that may present acquisition or merger potential. The Company has a strong capital
base, no debt, and is well positioned for future opportunities.

Bird River Resources is the only Manitoba incorporated listed company that is active in the Manitoba oil
patch and trades on the CNSX under the symbol BDR. Bird River Resources shares are also RRSP and
TFSP eligible.

On behalf of the Management and the Directors of Bird River Resources, I would like to express our
appreciation to our shareholders for your continued support.

Yours sincerely,
Bird River Resources Inc.

Pelosn, Shodime

Nelson Shodine, President & CEO

P

1059 Selkirk Avenue Winnipeg, Manitoba, R2X 0C2
Tel. (204) 589-2848 Fax: (204) 586-6238
www.birdrivermines.com
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MAGNUS & BUFFIE

CHARTERED ACCOUNTANTS LLP

INDEPENDENT AUDITORS' REPORT

To the Shareholders of
Bird River Resources Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Bird River Resources Inc., which comprise
the balance sheets as at July 31, 2011 and 2010 and the statements of operations and retained
earnings and cash flows for the years then ended, and a summary of significant accounting policies and
other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian generally accepted accounting principles, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion, these financial statements present fairly, in all material respects, the financial position of
Bird River Resources Inc. as at July 31, 2011 and July 31, 2010, and its financial performance and its

cash flows for the years then ended in accordance with Canadian generally accepted accounting
principles.

Emphasis of Matter

We draw attention to Note 1 (a) of these financial statements which describes the uncertainty related to
Bird River Resources Inc.'s ability to operate as a going concern. Our opinion is not qualified in respect
of this matter.

MAGNUS & BUFFIE
October 25, 2011 CHARTERED ACCOUNTANTS LLP
Winnipeg, Canada

430 FIVE DONALD STREET - WINNIPEG, MANITOBA - R3L 2T4 - PHONE (204) 942-4441 - FAX (204) 944-0400



BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)
Consolidated Balance Sheets
July 31, 2011 and 2010
Expressed in Canadian dollars

2011 2010

Assets
Current assets:

Cash and cash equivalents $ 574,335 $ 792,172

Accounts receivable 5,906 8,068

Inventory 16,209 13,799

Income taxes recoverable 32,800 36,800

Note receivable 25,276 -
Total current assets 654,526 850,839
Petroleum and natural gas properties (Note 3) 263,159 67,671
Machinery and equipment (Note 4) 6,881 9,000
Mineral exploration properties (Note 5) 273 273

$ 924,839 $ 927,783

Liabilities and Shareholders' Equity
Current liability:

Accounts payable and accrued liabilities $ 47277 $ 40,923
Shareholders' equity:

Capital stock (Note 7) 998,457 927,687

Contributed surplus (Note 7 (e)) 76,895 54,155

(Deficit) (197,790) (94,982)

877,562 886,860
Basis of presentation (Note 1(a))
$ 924,839 $ 927,783

See accompanying notes to consolidated financial statements, including Basis of presentation.
APPROVED ON BEHALF OF THE BOARD:

Director (signed) "Nelson Shodine" President

Director _(signed) "Jon Bridgman" CFO




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Consolidated Statements of Operations and Retained Earnings
Years ended July 31, 2011 and 2010

Expressed in Canadian dollars

2011 2010
Revenue $ 29,916 $ 45117
Cost of goods sold 19,458 38,391
Gross profit 10,458 6,726
Expenses:
Amortization 2,119 2,820
Automotive 8,266 10,463
Directors' fees 15,000 10,000
Management fees 45,300 43,200
Office 4,234 7,028
Professional fees 23,071 18,673
Rent 9,600 9,600
Repairs and maintenance 2,800 1,343
Stock-based compensation 22,740 6,695
Stock transfer and filing fees 17,205 20,423
Telephone 5,209 4,653
Travel and entertainment 1,178 1,072
156,722 135,970
(Loss) before the following (146,264) (129,244)
Interest income 10,656 8,656
Loss on settlement of advance payable - (1,000)
(Loss) before income taxes (135,608) (121,588)
Current income tax recovery 32,800 36,800
Net (loss) and comprehensive (loss) for the year (102,808) (84,788)
(Deficit), beginning of year (94,982) (10,194)
(Deficit), end of year $ (197,790) $ (94,982)
Basic and diluted comprehensive (loss) per share (Note 7(d)) $ (0.01) $ (0.01)

See accompanying notes to consolidated financial statements, including Basis of presentation.




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)
Consolidated Statements of Cash Flows
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

2011 2010
Cash flows from (used in)
Operating activities:
Net (loss) for the year $ (102,808) $ (84,788)
Adjustments for:
Amortization 2,119 2,820
Stock-based compensation 22,740 6,695
Loss on settlement of advance payable - 1,000
(77,949) (74,273)
Changes in the following:
Accounts receivable 2,162 (5,412)
Inventory (2,410) (2,288)
Income tax recoverable/payable 4,000 (265,000)
Accounts payable and accrued liabilities 6,354 5,529
(67,843) (341,444)
Financing activity:
Proceeds from issuance of common shares, net of share
issue costs 70,770 -
Investing activities:
Investment in petroleum and natural gas properties (195,488) (20,000)
Short term investments (25,276) -
(220,764) (20,000)
Change in cash (217,837) (361,444)
Cash and cash equivalents, beginning of year 792,172 1,153,616
Cash and cash equivalents, end of year $ 574,335 $ 792,172

Supplementary information:

During 2011 the company did not pay any interest (2010 - $nil) or income taxes (2010 - $227,735).

See accompanying notes to consolidated financial statements, including Basis of presentation.




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Consolidated Statements of Changes in Shareholders' Equity
Years ended July 31, 2011 and 2010

Expressed in Canadian dollars

2011 2010

Capital stock

Balance, beginning of year $ 927,687 $ 926,687

Shares issued for settlement of debt - 1,000

Shares issued under private placement, net of

share issue costs 70,770 -

Balance, end of year $ 998,457 $ 927,687
Contributed surplus

Balance, beginning of year $ 54,155 $ 47,460

Fair value of stock options vested 22,740 6,695

Balance, end of year $ 76,895 $ 54,155
(Deficit)

Balance, beginning of year $ (94,982) $ (10,194)

Net (loss) and comprehensive (loss) for the year (102,808) (84,788)

Balance, end of year $ (197,790) $  (94,982)
Total shareholders' equity, end of period $ 877,562 $ 886,860

See accompanying notes to consolidated financial statements including Basis of presentation.




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

General

Bird River Resources Inc. is incorporated under the laws of Manitoba. The principal business activities
include the acquisition and exploration of mining properties. The company also engages in secondary
activities, from time to time, involving the purchase or acquisition of certain industrial minerals - typically
diatomaceous earth and bentonite - for distribution and re-sale or for use in an abandoned water well
sealing operation.

As the company has no revenue producing mines, it is considered a development stage company.

1. Significant accounting policies

(@)

Basis of presentation

These financial statements have been prepared on a going concern basis in accordance with
Canadian generally accepted accounting principles. The going concern basis of presentation
assumes that the company will continue in operation for the foreseeable future and be able to
realize its assets and discharge its liabilities and commitments in the normal course of business.

The company has not yet determined whether its mineral properties contain reserves that are
economically recoverable, and accordingly, the success of any further exploration or
development prospects cannot be assured. If the company's exploration and development
programs are successful, additional funds may be required, and the company may not have
sufficient funds to conduct the mineral exploration required. The primary source of future funds
available to the company is through the sale of additional equity capital, which may dilute the
interests of existing shareholders.

Basis of consolidation

These consolidated financial statements include the accounts of the company and its wholly-
owned subsidiary 2411181 Manitoba Ltd. All significant inter-company transactions have been
eliminated.

Variable interest entities ("VIE's"), which include, but are not limited to, special purpose entities,
trust, partnerships, and other legal structures are entities in which equity investors do not have
the characteristics of a "controlling financial interest" or there is not sufficient equity at risk for the
entity to finance its activities without additional subordinated financial support. VIE's are subject
to consolidation by the primary beneficiary who will absorb the majority of the entities' expected
losses and/or expected residual returns. The company does not have any entities that qualify for
treatment under this guidance.

Inventory

Inventory is valued at the lower of cost and net realizable value. The costs of inventory is
assigned using the first-in, first-out costing formula. In the current year, no inventory has been
valued at net realizable value.




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

1. Significant accounting policies (continued)

(d)

(e)

(f)

Mineral exploration properties

All costs related to the acquisition, exploration and development of mineral properties are
capitalized. Proceeds from the sale of interests in mineral exploration properties that are not yet
in the production stage are credited to the cost of the property. Amounts reflected for mineral
exploration properties not in commercial production represent costs incurred to date, net of write-
downs and proceeds from the sale of interests and are not intended to reflect present or future
values. The recoverability of the costs is dependent upon the discovery of economically
recoverable ore reserves, confirmation of the company's interests in the underlying mineral
claims, the ability to obtain necessary financing to complete development, the receipt of
necessary permitting and the future profitable production from the properties or realization of
sufficient proceeds from the disposition of the properties.

The costs relating to identifiable groups of property will be written-down to net realizable value if
exploration activities prove unsuccessful or if the groups of property are abandoned.

Impairment of long-lived assets

The company regularly reviews whether there are any indicators of impairment of its long-lived
assets, primarily being its mineral exploration properties which does not include petroleum and
natural gas properties. If such indicators are present, the company assesses the recoverability of
the long-lived assets or group of assets by determining whether the carrying value of such assets
can be recovered through undiscounted future cash flows. If the sum of undiscounted future
cash flows is less than the carrying amount or if long- lived assets are abandoned, the excess of
the carrying amount over the estimated fair value, based on discounted future cash flows, is
recorded as a charge to net income. The current review concluded that no write-down was
necessary.

Asset retirement obligations

The company measures the expected costs required to retire its mining interests at fair value
which approximates the cost a third party would incur in performing the tasks necessary to
abandon the field and restore the site. The fair value is recognized in the financial statements at
the present value of expected future cash outflows to satisfy the obligation.

The asset retirement costs, if any, are subsequently allocated in a rational and systematic
method over the underlying asset's useful life, and are included in amortization expense. The
initial fair value of the present value liability is accreted, by charges to operations, to its estimated
nominal future value. The liability is also adjusted due to revisions in either the timing or amount
of the estimated costs.

As at July 31, 2011 and July 31, 2010 the company has not incurred or committed to any asset
retirement obligations related to its exploration properties.

Machinery and equipment

Machinery and equipment are recorded at cost. Amortization is provided using the following
annual rates and method:

Rate Method
Mining equipment 20% Declining balance
Vehicles 30% Declining balance




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

1. Significant accounting policies (continued)
(h) Petroleum and natural gas properties
Capitalized costs

The company follows the full-cost method of accounting for oil and gas activities whereby all
costs associated with the acquisition of, the exploration for and the development of oil and gas
reserves relating to the exploration for and development of oil and natural gas reserves, whether
productive or unproductive, are capitalized in cost centres. Such costs include land and lease
acquisitions, geological and geophysical expenditures, drilling of productive and non-productive
wells, production and gathering equipment and facilities, carrying costs directly related to
unproven properties, and corporate costs directly related to acquisition.

The costs (including exploratory dry holes) related to wells from which there has been no
meaningful commercial production are not subject to depletion until commercial production
commences.

Proceeds from disposal of properties are normally applied as a reduction of the costs of the
remaining assets unless the disposal would alter the rate of depletion by more than 20%, in
which case a gain or loss on disposal is recorded.

Depletion and depreciation

Capitalized costs are depleted and depreciated using the unit-of-production method based on
gross proven reserves of petroleum and natural gas as determined by independent engineers.
For purposes of this calculation, oil and natural gas reserves are converted to a common unit of
measurement. In determining its depletion base, the company includes estimated future costs to
be incurred in developing proven reserves and excludes estimated salvage values and the cost
of unproven properties. Costs of unproven properties are initially excluded from depletion
calculations. These unproven properties are assessed periodically to ascertain whether
impairment has occurred. When impairment has occurred, the property is written down to its net
realizable value and the impairment is transferred to the costs being depleted. If the properties
are located in a cost centre where there is no reserve base, the impairment is charged directly to
earnings.

Impairment test (ceiling test)

Impairment is determined when the carrying amount of a cost centre exceeds the sum of the
undiscounted cash flows expected to result from the company's proven reserves (determined
pursuant to evaluation by independent engineers as dictated by National Instrument 51-101),
based on future pricing. If the carrying value is impaired, the amount of impairment is measured
by comparing the carrying amount to the sum of the following:

(i) the estimated net present value of future cash flows from proven plus probable reserves,
and

(i) the costs of unproven properties that have been subject to a separate impairment test.

This calculation incorporates risks and uncertainties in the expected future cash flows that are
discounted using a risk-free rate. Any excess carrying value above the net present value of the
future cash flows would be recorded as a permanent impairment and the property is written down
to its fair value.

The company applies this test at each balance sheet date. As at year end, meaningful
production has not yet commenced.




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

1. Significant accounting policies (continued)

(i)

(n)

(0)

Joint interests

Substantially all of the exploration, development and production activities of the company are
conducted jointly with others and, accordingly, the financial statements reflect only the company's
proportionate interest in such activities (Note 1(0)).

Revenue recognition

Revenue is recognized when goods are shipped.
Interest income is recognized as earned.

Future income taxes

The company uses the asset and liability method of accounting for income taxes. Under this
method, future income tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets
and liabilities and their respective tax bases. Future income tax assets and liabilities are
measured using enacted or substantially enacted tax rates expected to be recovered or settled.
The effect on future tax assets and liabilities of a change in tax rates is recognized in earnings in
the period that includes the date of enactment or substantive enactment.

Stock-based payments to non-employees

Stock-based payments granted to non-employees are measured at the fair value of the goods or
services received. In the event the company cannot reasonably estimate the fair value of goods
or services received, the transaction is recorded at the estimated value of the underlying equity
instrument.

Stock-based compensation

The company adopted the fair value-based approach to account for stock-based compensation
applying to options granted after August 1, 2003. Estimated compensation expense is
recognized for these stock options over their vesting period based on their estimated fair values
on the date of grant as determined by using the Black-Scholes option-pricing model.

The fair value of the options issued, if any, are credited to contributed surplus in the period they
vest. When these options are exercised, the consideration paid by employees and the fair value
of the options previously credited to contributed surplus are credited to share capital.

Government assistance

The company periodically applies for financial assistance under available government incentive
programs. All government assistance received is reflected as a reduction of the related asset
value.

The company did not receive any government assistance in fiscal 2011 or 2010.
Joint ventures

A portion of the company's exploration activities may be conducted with others wherein the
company enters into agreements that provide for specified percentage interests in mineral
exploration properties. The company accounts for its investments in joint ventures using the
proportionate consolidation method.




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

1. Significant accounting policies (continued)

(P)

Financial instruments - recognition and measurement

Transaction costs are expensed as incurred for financial instruments designated as Held-for-
trading. The effective interest rate method of amortization is used for any transaction costs for
financial instruments measured at amortized cost.

Loans and Receivables, Held-to-maturity Investments and Other financial liabilities are initially
measured at fair value and subsequently measured at amortized cost. Gains or losses resulting
from revaluation, impairment write-downs and foreign exchange translation adjustments are
recognized in net earnings for the period. Loans and Receivables financial instruments include
the note receivable. The company does not have any financial instruments designated as Held-
to-maturity Investments or Other financial liabilities.

Available-for-sale Financial Assets are initially and subsequently recorded at fair value, except for
equity instruments that do not have a quoted market price in an active market as they are
recorded at cost. Gains and losses resulting from revaluation are included in Other
Comprehensive Income and are transferred to net earnings when the asset is derecognized.
Impairment write-downs are included in net earnings for the period. The company does not have
any financial instruments designated as Available-for-sale Financial Assets.

Held-for-trading financial instruments include cash and cash equivalents, accounts receivable
and accounts payable and accrued liabilities and are initially and subsequently recorded at fair
value. Gains or losses on revaluation are included in net earnings for the period.

Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of certain assets and liabilities at the date of the financial statements and the
reported amounts of certain revenue and expenses during the year. Actual results could differ
from these estimates.

Cash and cash equivalents

Cash and cash equivalents consist of highly liquid investments that are readily convertible to
known amounts of cash and have maturity dates of three months or less from the date of
purchase.

2. Future accounting changes

International Financial Reporting Standards ("IFRS")

In January 2006, the CICA's Accounting Standards Board ("AcSB") formally adopted the strategy of
replacing Canadian generally accepted accounting principles with IFRS for Canadian enterprises with
public accountability. The current conversion timetable calls for financial reporting under IFRS for
accounting periods commencing on or after January 1, 2011. The use of IFRS will be required in
2011 for publicly accountable profit-oriented enterprises.

The company is currently assessing the impact of these new accounting standards on its financial
statements.




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010

Expressed in Canadian dollars

3. Petroleum and natural gas properties

The company has invested in the following petroleum and natural gas properties:

2011 2010
Interest in joint venture (a) $ 176,671 $ 67,671
Lease holdings (b) 86,488 -
$ 263159 §$ 67,671

(a) The company has entered into a jointly controlled operation with Antler River Resources Ltd. The
joint operation has no liabilities or revenues and the assets are limited to five oil wells (LSD 6-13-7-
29, LSD HZ 2-29-2-28, LSD 14-15-8-28, 13-15-8-28, HZ 11-26-1-28). Expenditures are limited to
costs of surface access, building location, drilling, completing, equipping and operating or
abandoning the oil wells. The related expenditures are deferred in the accounts of the company.
The cash flows of the joint operations are limited to the expenditures as outlined above and are
equal to the amounts of these expenditures. The company has earned an interest equal to 80% of
their contribution to the costs of surface access, building location, drilling, completing, equipping
and operating or abandoning the oil wells, which represents, approximately, a 4% interest in the

joint venture operations.

(b) The company has invested in five lease holdings as follows:

(
(
(
(

i) Southwest and Northwest 23-1-28, 25% owned with a three-year lease term.
ii) Northeast quarter 14-4-22, 100% owned with a five-year lease term.
iii) Northeast quarter 17-1-27, 25% owned with a three-year lease term.
iv) Northeast quarter 23-1-28, 25% owned with a three-year lease term.

(v) Northeast quarter 30-1-27, 25% owned with a three-year lease term.

As at July 31, 2011 meaningful production in the petroleum and natural gas properties had not yet

commenced (Note 1(h)).

4. Machinery and equipment

Accumulated Net
2011 Cost amortization book value
Mining equipment 52,333 $§ 47688 $ 4,645
Vehicles 11,342 9,106 2,236
63,675 $ 56,794 $ 6,881

Accumulated Net
2010 Cost amortization book value
Mining equipment 52,333 $ 46,527 $ 5,806
Vehicles 11,342 8,148 3,194
63,675 $ 54,675 $ 9,000




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

5. Mineral exploration properties

The company holds one Quarry Lease, QL - 1530, located 85 kilometers southwest of Winnipeg near
Miami, Manitoba. The 8 hectare lease hosts a narrow bed of bentonite.

The company held an exploration property known as the Ore Fault property located on the Bird River
Greenstone Belt, 125 kilometers northeast of Winnipeg, Manitoba. On August 19, 2008 Marathon
PGM acquired the balance of the Ore Fault property consisting of 19 claims which covers 446
hectares. Under the joint venture agreement Marathon had an option to earn 100% of the Ore Fault
property once their interest reached 70%. Marathon exercised its option to require the company to
sell the remaining 30% interest in the property for a purchase price of $1,450,000. Bird River
Resources Inc. retains a 1% net smelter return ("NSR") royalty on the Ore Fault Property.

6. Income taxes
(a) Canadian development and exploration expenditures:

As at July 31, 2011, the company had $nil (2010 - $nil) of unused Canadian exploration and
development expenses available to offset future taxable income of the company.

(b) Losses:

As at July 31, 2011 the company had non-capital tax losses of $nil (2010 - $nil) available for carry
forward to reduce future years' taxable income.

(c) Income tax recovery differs from the amount that would be computed by applying the federal and
provincial statutory income tax rates of 29% (2010 - 32%). The reasons for the differences are

as follows:
2011 2010
Income tax recovery (expense) computed at statutory rates $ 39,400 $ 39,000
Permanent differences (6,600) (2,200)
32,800 36,800
Valuation allowance - -
$ 32,800 $ 36,800

The components of the company's net future income tax asset at July 31, 2011 and 2010 are as

follows:
2011 2010
Future income tax assets
Property and equipment $ 1,000 $ 1,000
Valuation allowance (1,000) (1,000)
$ - $ -

In assessing the realizability of future tax assets, management considers whether it is more likely
than not that some portion or all of the future tax assets will be realized. The ultimate realization
of future tax assets is dependent upon the generation of future taxable income during the periods
in which those temporary differences become deductible. Management considers the scheduled
reversal of future tax liabilities, projected future taxable income and tax planning strategies in
making this assessment.




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

7. Capital stock
(a) Authorized

Authorized share capital consists of an unlimited number of common voting shares.

(b) Changes in issued common shares are summarized below:

Year ended July 31, 2011

Number of
common shares Amount

Balance, July 31, 2010

Shares issued under private placement (i)

9,470,558 $ 927,687
999,667 70,770

Balance, July 31, 2011

10,470,225 $§ 998,457

The weighted average number of common shares outstanding during fiscal 2011 was

10,015,582.

Year ended July 31, 2010

Number of
common shares Amount

Balance, July 31, 2009

Shares issued for settlement of debt (ii)

9,460,558 $ 926,687
10,000 1,000

Balance, July 31, 2010

9,470,558 $ 927,687

The weighted average number of common shares outstanding during fiscal 2010 was

9,470,065.

(i) On January 14, 2011 999,667 common shares were issued through a private placement
at a price of $0.075 per common share. The amount recorded to share capital in the
amount of $70,770 represents gross proceeds of $74,975 less share issue costs of

$4,205.

(i) On August 19, 2009 the company issued 10,000 common shares at a price of $0.10 per
share as settlement of an old outstanding debt with an individual in the amount of $1,000.

(c) Options:
(i) The following table summarizes the 900,000 outstanding options as at July 31, 2011:
Number Exercise Expiry
outstanding price date
Directors' options 900,000 $0.10 June 10, 2015
(i) A summary of the stock option activity for the years ended July 31, 2011 and 2010 are as
follows:
2011 2010
Outstanding at beginning of year 900,000 800,000
Granted - 900,000
Expired - (800,000)
Outstanding at end of year 900,000 900,000




BIRD RIVER RESOURCES INC.

(formerly Bird River Mines Inc.)

Notes to Consolidated Financial Statements
Years ended July 31, 2011 and 2010
Expressed in Canadian dollars

7. Capital stock (continued)

(d)

(e)

Income (loss) per share:

Income (loss) per share is computed using the weighted average number of common shares
outstanding during the year (Note 7(b)). Diluted income (loss) per share is calculated using the
treasury stock method which assumes all common share equivalents, such as options and
warrants had been exercised at the beginning of the reporting period of issue and that the funds
obtained there from were used to purchase common shares of the company at the estimated
average trading price of the common shares during the year. In fiscal 2011 and 2010, the dilution
created by the options has not been reflected in the per share amounts as the effect would be
anti-dilutive.

Contributed surplus:

A summary of the contributed surplus activity for the year ended July 31, 2011 and 2010 is as
follows:

2011 2010
Balance beginning of year $ 54,155 $ 47,460
Stock-based compensation 22,740 6,695
Balance end of year $ 76,895 $ 54,155

During the year ended July 31, 2011 $22,740 of stock options issued on June 18, 2010 vested
and are included in contributed surplus and stock based compensation for the year.

8. Financial instruments

(@)

Risk management and hedging activities

In the normal course of operations the company is exposed to various financial risks.
Management’'s close involvement in the operations allows for the identification of risks and
variances from expectations. The company does not meaningfully participate in the use of
financial instruments to control these risks. The company has no designated hedging
transactions. The financial risks and management’s risk management objectives and policies are
as follows:

(i) Currency risk
The company does not hold any assets or liabilities denominated in a foreign currency.

(i) Market risk
The company is not exposed to any meaningful market risk.

(iii) Credit risk
The company is exposed to credit risk on accounts receivable. Management monitors
credit exposure on a specific creditor basis and does not have significant concentrations
of credit risk. Cash and cash equivalents consist of cash, short term deposits, and
money market funds held with a chartered Canadian bank from which management
believes the risk of loss to be minimal.

(iv) Liquidity risk
Management monitors the company’s liquidity and is of the opinion that it is unlikely that
the company will encounter difficulty in raising funds to meet commitments associated
with financial instruments.

(v) Interest rate risk
The company is not exposed to any meaningful interest rate risk.
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8. Financial instruments (continued)
(b) Sensitivity analysis

The company has cash and cash equivalents subject to interest rate risk of approximately
$574,000. A 1% change in the primary interest rate would affect the reported net income, on an
annualized basis, by $5,740.

(c) Fairvalues

The fair values of the company’s financial instruments approximate their carrying value due to the
relatively short term period to maturity. Fair value amounts represent point-in-time estimates and
may not reflect fair value in the future. The measurements are subjective in nature, involve
uncertainties and are a matter of judgment. The methods and assumptions used to develop fair
value measurements, for those financial instruments where fair value is recognized in the
balance sheet, have been prioritized into three levels as per the fair value hierarchy in Canadian
generally accepted accounting principles.

Level one includes quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level two includes inputs that are observable other than quoted prices included in level one.
Level three includes inputs that are not based on observable market data.

Level 1 Level 2 Level 3

Cash and cash equivalents $ 574,335 $ - $ -

9. Related party transactions

During the year, the company paid management fees in the amount of $30,000 (2010 - $30,000) to a
director and officer of the company, $15,300 (2010 - $14,400) to another director and officer of the
company and $15,000 (2010 - $10,000) in directors' fees. The company also paid rent in the amount
of $9,600 (2010 - $9,600) to a director and officer of the company during the year. These amounts
are recorded at the exchange amount, which is the amount agreed upon by both parties.

As at July 31, 2011, included in accounts payable are amounts owing to directors and officers of the
company in the amount of $23,800 (2010 - $18,700).

10.Capital management

The company considers its capital structure to consist of share capital, stock options and warrants.
When managing capital, the company's objective is to ensure the entity continues as a going concern
as well as to maintain optimal returns to shareholders and benefits for other stakeholders.
Management adjusts the capital structure as necessary in order to support the acquisition, exploration
and development of mineral properties. 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. As at July 31, 2011 the company had managed capital
(being total Shareholders' equity) of $877,562 (July 31, 2010 - $886,860).

The properties in which the company currently has an interest are in the exploration stage. As such,
the company is dependent on external financing to fund its activities. In order to carry out the planned
exploration and pay for administrative costs, the company will spend its existing working capital and
raise additional amounts as needed. The company will continue to assess new properties and seek to
acquire an interest in additional properties it if feels there is sufficient geologic or economic potential
and if it has adequate financial resources to do so.

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 July
31, 2011. The company is not subject to externally imposed capital requirements.




BIRD RIVER RESOURCES INC.
(formerly Bird River Mines Inc.)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FOR THE AUDITED ANNUAL PERIOD ENDING JULY 31, 2011

This Management Discussion and Analysis ("MD&A") reviews the financial condition and results of operations
of Bird River Resources Inc. (“BDR” or the "Company") for the audited Annual Period ending July 31, 2011.
The MD&A was prepared as of October 21, 2011 and should be read in conjunction with the related unaudited
interim financial statements, including the notes thereto, and the audited annual financial statements for the years
ended July 31, 2011 and 2010, including the notes thereto, and the MD&A’s for these prior periods.

BDR’s financial statements will be filed on the SEDAR website (www.sedar.com) where additional disclosure
relating to the company is also located.

Overview

Bird River Resources Inc. (formerly Bird River Mines Inc.) is a Manitoba-based resource exploration company
that is listed on the Canadian National Stock Exchange (CNSX) and trades under the symbol BDR. The
Company was posted for trading on March 16, 2006. On January 31, 2011, Bird River Mines Inc. announced in
a news release that further to a special resolution passed by the Company’s shareholders, the Company’s name
has been changed from Bird River Mines Inc. to Bird River Resources Inc. thereby more appropriately reflecting
the diverse resource activities of the Company. The common shares of the Company commenced trading on the
CNSX under its new name of Bird River Resources Inc. on February 4, 2011. There was no change in the
Company’s trading symbol BDR.

The Company previously held an exploration property, known as the Ore Fault Property, which was located in
the Bird River Sill area of Manitoba. On October 29, 2007, the Company entered into an Option and Joint
Venture Agreement with Marathon PGM Corporation (MAR-TSX) (“Marathon”). On August 19, 2008, BRM
announced that its joint venture partner Marathon PGM Corporation had acquired 100% ownership of the Ore
Fault Property for a final payment of $1,450,000. BRM retains a 1% net smelter interest in the Ore Fault
Property.

Bird River Resources Inc. is actively pursuing opportunities in oil and gas business in south western Manitoba.
In March 2009 the Company entered into an agreement with Antler River Resources of Melita, Manitoba to
participate in oil well drilling projects in south western Manitoba. Over the following two years BDR has
participated in the drilling of a five wells with Antler River Resources. The Company presently holds 5% gross
interest (4% net) in all five producing oil wells. The wells are located near the towns of Sinclair and Pierson in
south western Manitoba. The wells have been drilled into the Bakken Formation. This major oil reservoir is
part of the Williston Basin includes; Saskatchewan, south-western Manitoba, North Dakota and Montana. On
March 24, 2011, BDR reported the test production results for the fifth well as per the news release by the
operator of the well Atikwa Resources. The horizontal oil well is located at 11-26-1-28W near the town of
Pierson in south western Manitoba. The fracking of the well had been completed and the initial production over
the first ten days for the well averaged 150 barrels per day. The well was drilled into the Spearfish formation and
is producing light sweet crude oil. In September 2010 BDR and its partners acquired a half section lease in
township 1 in south west Manitoba. BDR will hold a 25% interest in this lease. In February 2011 BDR acquired
additional 160 acre (94 hectare) oil and gas parcel located at NE Y4 of 14-22WPM. The lease is situated
approximately 11 KM north east of Pierson, Manitoba. This lease was acquired by auction from the
Government of Manitoba and is for a term of five years and BDR holds a 100% interest in this lease.



The Company also holds a Quarry Lease, located 85 km southwest of Winnipeg near Miami, Manitoba. The 8
hectare lease hosts a narrow bed of bentonite. BDR also engages in secondary activities, from time to time,
involving the purchase or acquisition of certain industrial minerals — typically diatomaceous earth and bentonite
— for distribution and re-sale or for use in an abandoned water well sealing operation.

On June 12, 2009, Bird River Mines Inc. announced the declaration of Special Dividend of Three Cents ($0.03)
per common share. The Special Dividend is payable to the common shareholders of Bird River Mines Inc. of
record on June 30, 2009 with the payment date of the Special Dividend being July 10, 2009. This Special
Dividend is being made as a result of the sale of the Company’s Ore Fault Property to Marathon PGM
Corporation. The Company retains a 1.0 % net smelter return royalty (the “NSR”) in all minerals and metals
extracted from the Ore Fault Property. This Special Dividend is not a recurring dividend and the Company does
not expect to declare any other dividends in the foreseeable future. As at July 31, 2011 $19,353.88 of dividends
remained unclaimed._

On June 18, 2010, the Board of Director awarded 900,000 incentive stock options to officers and directors of the
Company. The stock options are exercisable into common shares at $0.10 per share for a term expiring June 10,
2015.

On November 30, 2010 Bird River Mines Inc’s Annual and Special Meeting of Shareholders was held at the
Canad Inn, 2100 McPhillips Street, Winnipeg, Manitoba. At the meeting the shareholders approved a special
resolution to file articles of amendment in order to effect the change of the name of the Corporation from Bird
River Mines Inc. to Bird River Resources Inc.

On January 14, 2011 Bird River Mines Inc. closed a non-brokered private placement to accredited investors in
the amount of $74,975 by the issuance of 999,667 common shares at $0.075 per share.

On March 24, 2011 Bird River Resources Inc. reported the test production results for the its fifth horizontal oil
well, located at 11-26-1-28W near the town Pierson in south western Manitoba. The operator of the well is
Atikwa Resources (ATK-TSX-V) and the initial production over the first ten days for the well averaged 150
barrels per day. BDR has a 5% gross and 4% net participation in the well.

On August 17, 2011 Bird River Resources Inc. reported that, after a long wet spring in south west Manitoba, the
oil wells that had been shut down due to inclement weather and massive water problems are now back on pump.
The weather and water issues delayed the drilling program for BDR and its joint venture partners for nearly five
months. The first well of the planned six well drilling program is now expected to start in mid September. This
horizontal well will be located on the north half of 15-8-28W1 and will be completed with a one mile leg. The
operator for the well is Antler River Resources and Bird River Resources will have a 5% participation. The
second well will be also horizontal and is expected to be drilled on the north east quarter of 30-1-27W1

Results of Operations

The net loss and comprehensive loss for the 2011 fiscal year fourth quarter (3-months) ended July 31, 2011 was
$18,360 as compared to a net loss of $3,976 for the 3-months ended July 31, 2010. Revenue for the 3-months
period ended July 31 2011 was $8,884 compared to $13,567 in same period of the prior year. In the current
period the gross profit was $1,680 compared to $(877) in 2010. Expenses for the period were $57,123 (2010 -
$46,776) an increase of $10,347 over the same period last year. The increase in expenses in the quarter is
largely attributable to the increase in automotive expense, director’s fees and stock transfer fees.

BDR has an agreement with Antler River Resources Ltd. to joint venture in oil and gas drilling programs in
south west Manitoba for a participation of five percent interest. Through this joint venture BDR has participated
in five oil wells to date. Expenditures are limited to costs of surface access, building location, drilling,
completing, equipping and operating or abandoning the oil wells which are deferred in the accounts of the
company. The cash flows of the joint operations are limited to the expenditures as outlined above and are equal
to the amounts of these expenditures. As at July 31, 2011 the company has invested $263,159 in the oil and
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natural gas properties of which $176,671 was spent on drilling and $86,488 on lease assignments During the
three month period ended July 31, 2011 the Company received $1,740 of income from the five oil wells.

The net loss and comprehensive loss for the 12-months ended July 31, 2011 was $102,808 as compared to a net
loss and comprehensive loss of $84,788 for the 12-months ended July 31, 2010. The increase of $18,020 in the
net loss for the period is primarily attributable to the decrease in revenue of $15,201 during the period. Revenue
for the 12 months period ended July 31, 2011 was $29,916 compared to $45,117 in same period of the prior
year. In the current period the gross profit was $10,458 an increase from the 2010 gross profit of $6,726.
Expenses for the period were $156,722 (2010 - $135,970) an increase of $20,752 over the same period last year.
This increase in expenses for the 2011 fiscal year is largely attributable to the increase in director’s fees of
$5,000 and the increase in stock based compensation $16.045.

The net loss for the 12-months ended July 31, 2010 was $84,788 as compared to a net income of $836,489 for
the 12-months ended July 31, 2009. The decrease of $921,277 in the net income for the period is primarily
attributable to the sale in the 1* quarter of the 2009 fiscal year of the Ore Fault Property to Marathon in the
amount of $1,450,000 which resulted in a net gain on sale of mineral properties of $1,406,165. This was a non
recurring event. The net income of $836,489 takes into account current and future income tax expense of
$441,000 and prior to the payment of the special dividend of $283,817. Revenue for the 12 months period
ended July 31, 2010 was $45,117 compared to $27,607 in same period of the prior year. In the current period
the gross profit was $6,726 a decrease from the 2009 gross profit of $6,994. Expenses for the period were
$135,970 (2009 $145,762) a decrease of $9,792 over the same period last year. This decrease in expenses is
largely attributable to the decline in professional fees of $5,987 and a decrease in stock-based compensation of
$12,505.

The net income for the 12-months ended July 31, 2009 was $836,489 as compared to a net income of $70,263
for the 12-months ended July 31, 2008. The increase of $766,226 in the net income for the period is primarily
attributable to the sale of the Ore Fault Property to Marathon in the amount of $1,450,000 which resulted in a net
gain on sale of mineral properties of $1,406,165. The net income of $836,489 takes into account current and
future income tax expense of $441,000 and prior to the payment of the special dividend of $283,817. Revenue
for the 12 months period ended July 31, 2009 was $27,607 compared to $35,788 in same period of the prior
year. In the current period the gross profit was $6,994 a decrease from the 2008 gross profit of $8,525. Expenses
for the period were $145,762 (2008 $152,262) a decrease of $6,500 over the same period last year. This
decrease in expenses is largely attributable to the decline in professional fees of $37,047 which were incurred in
the previous year due to the Marathon Joint Venture Agreement and this decline was offset by the increase of
management fees of $14,800 and an increase in stock based compensation of $14,174 incurred in the period.
During the past twelve month period the company took a write-off of mineral properties (Lakeshore Property) in
the amount of $6,165.

Currently, BRM’s mineral property portfolio consists of a quarry license providing the right to exploit calcium
bentonite beds located near Miami, Manitoba, 85 kilometres southwest of Winnipeg. The Company engages in
secondary activities, from time to time, involving the purchase or acquisition of certain industrial minerals,
typically diatomaceous earth and bentonite, for distribution and re-sale. Additionally the company also operates
a service business which provides the sealing and closing of abandoned water wells for the Manitoba
Government. The Company’s revenue and gross margin are attributable to these secondary activities.

In March 2009, the Company entered into a Joint Venture Agreement with Antler River Resources of Pierson
Manitoba to participate in a 4% net (5% gross) interest in the drilling of a three oil well drilling program near the
towns of Sinclair and Pierson in south western Manitoba. The first well drilled was a vertical well near Sinclair
and the second well drilled was a horizontal well near Pierson. The Company’s cost to participate in two well
programs was an initial payment of $35,000. In the 4™ quarter of 2009 an additional payment of $12,671 was
made to cover well completion costs. All three wells are now producing. During October 2010 BDR
participated in the drilling of a fourth well 13-15-8-28 with Antler River Resources. This well is located north
east of Sinclair Manitoba and now in production. In February, 2011 BDR participated in the drilling of a fifth
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horizontal oil well at 11-26-1-28W with its joint venture partners Antler River Resources and Atikwa Resources.
The well was successful and is now in production.

The management and board of directors are continually reviewing the Company’s business strategy while
monitoring the current market and economic conditions. Additionally management continues to assess new
potential resource property acquisitions as they are presented. As a result of lower number of abandoned water
well sealing projects during fiscal year 2011 the Company’s well sealing services operation experienced a
significant decline compared to previous years. The decline in the well sealing business was largely due to the
frequent occurrence of inclement weather. The Province of Manitoba had persistent wet weather during the fall
of 2010 and also in the spring months of 2011. The well sealing service ensures the protection of various
pollutants from moving into the aquifer. Also, larger diameter water wells are a serious safety hazard to children
and animals before being sealed. The Company’s absorbent distribution business continues to show consistent
sales during the year. During 2011 the sale of absorbents contributed to the majority of the Company’s revenue
0f $29,916. Sales for the previous two years were 2010- $45,117 and 2009-$27,607 respectively.

The Company’s 2010 Annual General and Special Shareholders Meeting was held on November 30, 2010 in
Winnipeg, Manitoba. The Shareholders approved the following:

e The number of directors for the ensuing year was set at five.

e Messrs Nelson Shodine, Jon Bridgman, Edward Thompson, Mel de Quadros and Shane Shodine were
elected as Directors.

e Magnus & Buffie Chartered Accountants LLP, were appointed auditors of the Company and the
directors were authorized to fix their remuneration.

e Shareholders approved the 2007 Stock Option Plan with grants of options during the ensuing year.

e Shareholders approved the change of the Company’s name from Bird River Mines Inc. to Bird River
Resources Inc.

Liquidity and Capital Resources

At July 31, 2011, the Company had working capital of $607,249 a decrease of $12,361 over the previous 3
months period ended April 30, 2011. This decrease was largely due to the acquisition of new oil leases, the
investment in one new oil drilling project and the payment of director’s fees. =~ The Company incurs ongoing
general operating expenses on a monthly basis relating to the management of a public reporting issuer, such as
office rent, telephone, internet services, stock transfer & filing fees, stock exchange fees and professional fees.
The working capital position is largely a result of the sale of the Company’s Ore Fault Property to Marathon
PGM for $1,450,000 in 2008. This positive cash position enables the Company to carry on its activities as a
listed company in good standing. The Company is a junior exploration and development company with minimal
revenues from operations. BDR is actively pursuing opportunities in the oil and natural gas industry in
southwestern Manitoba and presently holds from 25% to 100% interests in five oil and gas leases which are to
drilled in the future. Additionally, BDR also holds 5% gross (4% net interest) in five producing oil wells in
south west Manitoba. During 2011 total revenue from the Company’s investment in oil wells was $3,770.

BDR will continue to acquire leases with strong potential for oil and gas production. The Company continues to
review business opportunities from, time to time, that have synergy with the Company’s existing operations and
that may provide BDR with stable ongoing cash flow.

The Company’s ability to raise additional funds and its future performance is largely tied to the financial markets
as it relates to resource exploration companies. Financial markets have improved over the past 12 months;
however, there continues to be ongoing concern about the global economy and the capital markets. The demand
by China and India for raw materials has been a major stabilizing factor to the global commodity markets.
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Additionally, historic low interest rates have also contributed to the improving stability in the credit markets.
The profitability of resource companies throughout the world have eroded during this period. However, it is
anticipated that commodity prices will improve in the coming year. Notwithstanding the foregoing the
Company’s strategy will be to continue to make expenditures and investments in oil and gas properties in the
most prudent manner.

Share Capitalization

The Company is authorized to issue an unlimited number of Common voting Shares of which 10,470,225 were
outstanding as at July 31, 2011. The Company’s incentive stock option plan has granted 900,000 stock options
to officers and directors. The stock options are exercisable into common shares at $0.10 per share for a term
expiring June 10, 2015. On a fully diluted basis there would be 11,370,225 common shares issued and
outstanding. There are no warrants presently outstanding.

Selected Annual Information

The following selected financial information is derived from the financial statements of the Company and should
be read in conjunction with such statements, including the notes thereto:

Statement of Operations and Deficit Data

Audited for the Year ending July 31 2011 2010 2009
$) $) $)
Revenue 29,916 45,117 27,607
Gross margin 10,458 6,726 6,994
Administrative expenses 156,772 135,970 145,762
Interest income 10,656 8,656 16,257
Write-off of mineral properties - - (6,165)
Loss on settlement of advance payable (1,000)
Gain on sale of mineral properties - - 1,406,165
(Loss) before income taxes (135,608) (121,588) 1,277,489
Current income tax (expense) recovery 32,800 36,800 (227,000)
Future income tax (expense) recovery - - (214,000)
Net (loss) income and comprehensive (loss) income for the year  (102,808) (84,788) 836,489
Basic and diluted comprehensive (loss) income per share (0.01) ($0.01) $0.09



Balance Sheet Data

Audited for the Year ending July 31

Current Assets

Petroleum and natural gas properties
Machinery and equipment

Mineral exploration properties

Total Assets
Current liabilities
Total liabilities
Shareholders’ equity
Cash Dividends

Quarterly Information

2010
®)

654,526

263,159
6,881
273

924,839

47,277
47,277
877,562

2010
®)

850,839
67,671
9,000
273

927,783

40,923
40,923
886,860

2009
®)

1,167,784
47,671
11,820

273

1,227,548

263,595
263.595
963,953
283,817

The following is a summary of selected financial information of the Company for the quarterly periods

indicated:
2011 Unaudited

Revenue
Gross Profit

Administrative expenses
Interest income

Income (loss) for the quarter
Income (loss) per common share

(basic & fully diluted)

2010 Unaudited

Revenue
Gross Margin

Administrative expenses

Interest income
(Loss) on settlement of advances payable
Income taxes recovery (expense)

Income (loss) for the quarter
Income (loss) per common share
(basic & fully diluted)

1st Quarter 2nd Quarter

$
5,801
3,006

31,128
1,799

(26,323)
(0.00)

11,902
5,371

34,806

749
(1,000)

(29,686)
(0.00)

&)
7,617
5,189

38,113

2,435

(30,489)
(0.01)

8,843
1,978

23,307

307

(20,742)
(0.01)

3rd Quarter
$)

7,614
583
30,358

2,139

(27,636)
(0.01)

10,805
254

31,360

722

(30,384)
(0.01)

4th Quarter
$)

8,884
1,680
57,123
4283

(18,360)
(0.01)

13,567
(877)

46,776
6,877

36,800

(3,976)
(0.01)



2009 Unaudited

Revenue 10,319 8,271 5,650 3,367
Gross profit 3,066 2,603 899 425
Administrative expenses (26,023) (39,150) (29,797) (50,790)
Mineral properties written off (6,165) - - -
Interest income 3,781 6,981 3,989 1,505
Gain on sale of mineral property 1,406,165 - - -
Income taxes recovery (expense) (460,500) 9,100 6.500 900
Income (loss) for the quarter 920,324 (20,466) (18,409) (47,960)
Income (loss) per common share 0.10 (0.01) (0.01) (0.01)
(basic & fully diluted)

Financial Trend

Over the past four quarterly periods of the 2011 fiscal year the administrative expenses have varied within a
range reflecting the Company’s costs associated with oil and gas investments, new business development, the
well sealing service and related costs in maintaining the Company’s listing as a reporting issuer in good
standing. Additional information is provided in the Results of Operations section.

Transactions with Related Parties

During the year, the company paid management fees in the amount of $30,000 (2010 - $30,000) to a director and
officer of the company, $15,300 (2010 - $14,400) to another director and officer of the company. Additionally,
a total of $15,000 (2010 - $10,000) was paid in directors' fees. The company also paid rent in the amount of
$9,600 (2010 - $9,600) to a director and officer of the company during the year. These amounts are recorded at
the exchange amount, which is the amount agreed upon by both parties.

As at July 31, 2011, included in accounts payable are amounts owing to directors and officers of the company in
the amount of $23,800 (2010 - $18,700). These amounts are non-interest bearing with no specified terms of

repayment.

Future Accounting Changes
(a) International Financial Reporting Standards ("IFRS")

In January 2006, the CICA's Accounting Standards Board ("AcSB") formally adopted the strategy of replacing
Canadian generally accepted accounting principles with IFRS for Canadian enterprises with public
accountability. The current conversion timetable calls for financial reporting under IFRS for fiscal years
commencing on or after January 1, 2011. On February 13, 2008 the AcSB confirmed that the use of IFRS will be
required in 2011 for publicly accountable profit-oriented enterprises. For these entities, IFRS will be required for
interim and annual financial statements relating to fiscal years beginning on or after January 1, 2011. The
company is currently assessing the impact of IFRS on its financial statements.

International Financial Reporting Standards (“IFRS”) Implementation Plan

The AcSB has confirmed that [FRS 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 financial statements (with comparatives) in accordance with IFRS beginning with the quarter ended
October 31, 2011.

The Company has commenced the development of an IFRS implementation plan to prepare for this transition,
and is in the process of analyzing the key areas where changes to current accounting policies may be required.
While an analysis will be required for all accounting policies, the initial key areas of assessment will include:
Exploration and development expenditures;

Stock-based compensation;

Accounting for income taxes; and

First-time adoption of International Financial Reporting Standards (IFRS 1).

As the analysis of each of the key areas progresses, other elements of the Company’s IFRS implementation plan
will also be addressed, including: the implication of changes to accounting policies and processes; financial
statement note disclosures on information technology; internal controls; contractual arrangements; and
employee training. The table below summarizes the expected timing of activities related to the Company’s
transition to IFRS.

Initial analysis of key areas for which changes

to accounting policies may be required Completed during 2010
Detailed analysis of all relevant IFRS

requirements and .1dent1ﬁ.cat10n of areas Throughout fiscal 2011
requiring accounting policy changes or those

with accounting policy alternatives

Assgssment of first-time z}doptlon (IFRS 1) Throughout fiscal 2011
requirements and alternatives

Final determination of changes to accounting April 30, 2011

policies and choices to be made with respect to
first-time adoption alternatives

Resolution of the accounting policy change
implications on information technology, July 31, 2011
internal controls and contractual arrangements

Management and employee education and

- Throughout the transition process
training

Quantification of the Financial Statement

) . . . Throughout fiscal 2011
impact of changes in accounting policies

Critical Accounting Estimates

Critical accounting estimates used in the preparation of the financial statements include the Company’s estimate
of recoverable value on its resource properties as well as the value of stock-based compensation. Both of these
estimates involve considerable judgment and are, or could be, affected by significant factors that are out of the
Company’s control.

The Company’s recorded value of its resource properties is based on historical costs that it expects to be
recovered in the future. The Company operates in an industry that is exposed to a number of risks and
uncertainties, including exploration risk, development risk, commodity price risk, operating risk, ownership,
funding, and currency risk, as well as environmental risk. All of these factors are potentially subject to

8



significant change, out of the Company’s control, however such changes are not determinable. Failure to
conduct additional work on its exploration properties may result in their loss. Accordingly, there is always the
potential for a material adjustment to the value assigned to mineral properties.

The factors affecting stock-based compensation include the use of a Black-Scholes option pricing model which
has its limitations and the use of estimates when stock options might be exercised and stock price volatility.
While these factors could have a material impact on stock-based compensation expense and hence the results of
operations, stock-based compensation is a non-cash item and there would be no impact on the Company’s
financial condition.

Risks and Uncertainties

Oil and gas exploration and mineral exploration are speculative ventures. There is no certainty that expenditure
on exploration and development will result in the discovery of an economic hydrocarbon reserve. At the present
time, the Company holds interests in small number of producing oil wells. The Company's viability and
potential success lie in its ability to develop, exploit and generate revenue out of its resource properties.
Revenues, profitability and cash flow from any future resource operations involving the Company will be
influenced by oil, gas and /or metal prices and by the relationship of such prices to production costs. Such prices
have fluctuated widely and are affected by numerous factors beyond the Company's control.

The Company has limited financial resources and there is no assurance that additional funding will be available
to it for further exploration and development of its projects or to fulfill its obligations under applicable
agreements. There can be no assurance that the Company will be able to obtain adequate financing in the future
or that the terms of such financing will be favourable. Failure to obtain such additional financing could result in
delay or indefinite postponement of further exploration and development of the property interests of the
Company with the possible dilution or loss of such interests.

BRM is very dependent upon the personal efforts and commitment of its existing management who are not full-
time employees of the Company. To the extent that management’s services would be unavailable for any reason,
the Company’s operations could be disrupted. The Company is also reliant upon the services of outside
consultants.

Financial Instruments and Risk Management

In the normal course of operations the company is exposed to various financial risks. Management’s close
involvement in the operations allows for the identification of risks and variances from expectations. The
company does not meaningfully participate in the use of financial instruments to control these risks. The
company has no designated hedging transactions. The financial risks and management’s risk management
objectives and policies are as follows:

In regard to currency risk, the company does not hold any assets or liabilities demanded in a foreign
currency.

In regard to interest rate risk the company's cash and cash equivalents are exposed to interest rate risk,
management monitors the company's return on investments against similar risk level investments.

In regard to other market risk the company is not exposed to any meaningful other market risk.

In regard to credit risk the company is exposed to credit risk on accounts receivable. Management
monitors credit exposure on a specific creditor basis and does not have significant concentrations of
credit risk. Cash and cash equivalents consist of cash, short term deposits and money market funds held
with a chartered Canadian bank from which management believes the risk of loss to be minimal.



In regard to liquidity risk management monitors the company’s liquidity and is of the opinion that it is
unlikely that the company will encounter difficulty in raising funds to meet commitments associated
with financial instruments.

The company has cash and cash equivalents subject to interest rate risk of approximately $574,335. In regard to
sensitivity analysis, a 1% change in the primary interest rate would affect the reported net income, on an
annualized basis, by $5,743.

As at July 31, 2011 the carrying and fair value of the company's financial instruments are not materially
different.

Capital Management

The company considers its capital structure to consist of share capital, stock options and warrants. When
managing capital, the company's objective is to ensure the entity continues as a going concern as well as to
maintain optimal returns to shareholders and benefits for other stakeholders. Management adjusts the capital
structure as necessary in order to support the acquisition, exploration and development of mineral properties.
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. As at July 31,
2011 the company had managed capital (being total sharcholder’s equity) of $877,562 (July 31, 2010 -
$886,860).

The properties in which the company currently has an interest are in the exploration stage. As such the company
is dependent on external financing to fund its activities. In order to carry out the planned exploration and pay for
administrative costs, the company will spend its existing working capital and raise additional amounts as needed.
The company will continue to assess new properties and seek to acquire an interest in additional properties it if
feels there is sufficient geologic or economic potential and if it has adequate financial resources to do so.

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 three months ended April
30, 2011. The company is not subject to externally imposed capital requirements.

Disclosure and Internal Financial 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 unaudited interim 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 unaudited interim financial statements and that (ii)
the unaudited interim 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 unaudited
interim 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:
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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

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.

Forward Looking Statements

This MD&A includes certain "forward-looking statements" within the meaning of applicable Canadian securities
legislation. All statements, other than statements of historical facts, included in this MD&A that address
activities, events or developments that the Company expects or anticipates will or may occur in the future,
including such things as future business strategy, competitive strengths, goals, expansion and growth of the
Company's businesses, operations, plans and other such matters are forward-looking statements. When used in
this MD&A, the words "estimate", "plan", "anticipate", "expect"”, “‘intend’’, "believe" and similar expressions
are intended to identify forward-looking statements. These statements involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of the Company
to be materially different from any future results, performance or achievements expressed or implied by such
forward-looking statements. Such factors include, among others, risks related to joint venture operations, actual
results of current exploration activities, changes in project parameters as plans continue to be refined,
unavailability of financing, fluctuations in precious and/or base metals prices and other factors. Although the
Company has attempted to identify important factors that could cause actual results to differ materially, there
may be other factors that cause results not to be as anticipated, estimated or intended.

There can be no assurance that such statements will prove to be accurate as actual results and future events could
differ materially from those anticipated in such statements. Accordingly, readers should not place undue reliance
on forward-looking statements.

(signed) “Jon Bridgman”
Jon Bridgman

C.F.O.

Bird River Resources Inc.
October 26, 2011
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CORPORATE DIRECTORY

CORPORATE OFFICES:

LISTING

STOCK SYMBOL

SHARE CAPITAL
(as at July 31, 2011)

TRANSFER AGENT

AUDITOR

DIRECTORS
AND OFFICERS

WEB SITE

Bird River Resources Inc.

1059 Selkirk Avenue

Winnipeg, Manitoba, Canada R2X 0C2
Tel: (204) 589-2848

Fax: (204) 586-6238

Email: shodine@mts.net

Canadian National Stock Exchange

BDR

Outstanding: 10,470,225
Fully Diluted: 11,370,225

Computershare
Suite 600, 530-8th Ave SW
Calgary, Alberta T2P 3S8

Magnus Chartered Accountants LLP.
430 Donald Street
Winnipeg, Manitoba R3L 2T4

Nelson Shodine Director & President

Jon Bridgman Director & CFO

Edward Thompson Director & Secretary Treasurer
Mel de Quadros P.Eng. Director

Shane Shodine Director

www.birdriverresources.com
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