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NOTICE OF NO AUDITOR REVIEW OF
INTERIM FINANCIAL STATEMENTS

Under National Instrument 51-102, Part 4, subsacti@(3)(a), if an auditor has
not performed a review of the interim financial tetaents, they must be
accompanied be a notice indicating that the firgdnstiatements have not been
reviewed by an auditor.

The accompanying unaudited interim financial statets of the Company have
been prepared by and are the responsibility o€Citvmpany’s management.

The Company's independent auditor has not performeteview of these

financial statements in accordance with standastisbéshed by the Canadian
Institute of Chartered Accountants for a reviewndérim financial statements by
an entity’s auditor.



FAR WEST MINING LTD.

Consolidated Balance She
(Unaudited

September 30 December 31
2009 2008

ASSETS

Current asset:

Cash and cash equivale $ 1,423,86: $ 8,555,37
Accounts receivab 265,271 269,04«
Prepaid expens 93,59¢ 49,23:
1,782,72 8,873,65.
Equipment 419,81 427,33(
Mineral properties (note 3 31,921,21 29,029,01
Total Asset: $ 34,123,75 $ 38,329,99
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (no $ 536,48: $ 923,95:
Current portion of leasehold inducen 13,62( 13,62(
550,10: 937,57:
Leasehold induceme 53,34% 63,56:
Future income tax 512,78 512,78
1,116,233 1,513,91
SHAREHOLDERS' EQUITY
Share capita (note 4 54,592,11 53,859,30
Contributed surplus (note 5 14,658,24 13,717,85
Deficit (36,242,832 (30,761,08¢
33,007,51 36,816,07.
Total Liabilities and Shareholders' Equity $ 34,123,75 $ 38,329,99

Commitments (notes 3 and
Subsequent event (note

On Behalf of the Board:

John R. Brodie, F.C.,

Richard N. Zimme



FAR WEST MINING LTD.

Consolidated Statements of Operations, Comprehehsiss and Defic

(Unaudited
Three Months Ended Nine Months Ended
September September
2009 2008 2009 2008
Income
Interest 586 51,701 18,416 137,165
Expense
Accounting and auc 15,00( 13,06( 44,20 60,68:
Amortizatior 10,53¢ 15,38: 31,607 30,36¢
Foreign exchange loss (ge 24,33t (5,990 (149,402 3,08(
Insuranc 9,24¢ 8,36¢ 25,13¢ 20,14+
Legal (note € 12,96¢ 15,42 55,80¢ 162,09(
Mineral properties written-o 3,363,87. - 3,453,87. -
Office and miscellaneo 17,33: 9,11: 42,68 34,90¢
Ren 29,00¢ 27,51( 88,87 82,89¢
Salaries and benefi 191,40( 156,55 560,03( 463,49¢
Shareholder communicatic 23,00¢ 18,36¢ 106,18t 76,76:
Telephon 6,86¢ 7,42( 16,06¢ 19,34:
Stock based compensation (note 59,76¢ 210,00: 1,097,86! 1,802,87
Transfer agent and filing fe 2,92¢ 9,52¢ 36,91: 63,78¢
Trave 23,70¢ 9,42 90,31° 61,68
3,789,96! 494,15¢ 5,500,16. 2,882,111
Loss and Comprehensive Lot
for the peri (3,789,38C (442,458 (5,481,744 (2,744,951
Deficit, beginning of periot (32,453,452 (26,276,951 (30,761,08¢ (25,974,46C
Deficit, end of perio $ (36,242,832 $ (26,719,40¢$ (36,242,832 $ (28,719,411
Basic and diluted loss per shar $ (0.07 $ (0.01'$ (0.10' $ (0.05
Weighted average number o
shares issued and outstandin
- basic and diluted (thousan 56,99: 53,99¢ 56,89¢ 52,71(




FAR WEST MINING LTD.

Consolidated Statements of Cash Fl
(Unaudited

Three Months Ended

September :

Nine Months Ended
September :

2009 2008 2009 2008
Operating activities
Loss for the peric $ (3,789,380 $ (442,458 $ (5,481,744 $ (2,744,951
Iltems not involving cas
Amortization of fixed asse 10,53¢ 15,38: 31,601 30,36¢
Amortizaton of leasehold induceme (3,405 (3,405 (10,215 (10,215
Mineral properties written-o 3,363,87. - 3,453,87. -
Stock based compensatl 59,76¢ 210,00: 1,097,86! 1,802,87
(358,612 (220,479 (908,618 (921,923
Changes in non-cash working cap
Increase (decrease) in accounts recei 37C (63,881 3,77¢ (98,034
(Increase) decrease in prepaid expe (45,847 (8,582 (44,364 2,82¢
Increase (decrease) in accounts pay
and accrliabilities 92,76: (39,149 19,557 (251,538
(311,326 (332,091 (929,651 (1,268,671
Investing activities
Fixed asse (1,081 (1,954 (68,958 (74,783
Mineral properties (1,085,036) (1,383,553) (6,532,026) (5,517,950)
(1,086,117) (1,385,507) (6,600,984) (5,592,733)
Financing activities
Exercise of stock optio 331,32( 237,60( 399,12( 519,03
Private placement, net of issue costs (note )k - 9,319,43! - 9,319,43l
331,32( 9,557,03! 399,12( 9,838,46:
Increase (decrease) in cash and cash equivale (1,066,123 7,839,43. (7,131,514 2,977,061
Cash and cash equivalen, beginning of peria 2,489,98! 3,115,78! 8,555,37! 7,978,15
Cash and cash equivalen, end of perio $ 1,42386. $ 10,955,21 $ 1,423,86. $ 10,955,21

Supplementary cash flow information (note 8)



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009
(Unaudited)

1. Business Operations and Going Concern

Far West Mining Ltd. (“the Company”) was incorp@aton August 25, 1994 under the Business
Corporations Act (Alberta). In May, 2006, the sHeniders of the Company approved the
continuance of the Corporation from being a corponagoverned by the Business Corporations
Act (Alberta) to a corporation governed by the Biesis Corporations Act (British Columbia).

The Company is a mineral exploration company engjidagethe evaluation, acquisition and
exploration of mineral properties in Chile and AaBa. The Company has not yet determined
whether these properties contain ore reserves #rat economically recoverable. The
recoverability of amounts shown for mineral projgeriand related deferred exploration costs and
the Company’s continued viability is dependent uga discovery of economically recoverable
reserves, the ability of the Company to obtain seagy financing to complete the development
of the properties, and upon future profitable piitun or receiving proceeds from disposition of
its mineral properties.

Title to mineral properties involves certain inhdrerisks. The Company has diligently
investigated rights of ownership of all of the mieconcessions in which it has an interest and,
to the best of its knowledge, all agreements mdatio such ownership rights are in good
standing. However, this should not be construed ggarantee of title. The concessions may be
subject to prior claims, agreements or transfeid dghts of ownership may be affected by
undetected defects.

Going Concern

These consolidated financial statements are prdpareaccordance with Canadian generally
accepted accounting principles (“GAAP”) on a goingncern basis, which presumes the
realization of assets and discharge of liabilitiesthe normal course of business for the
foreseeable future. During the nine months endgdeB®her 30, 2009, the Company utilized cash
for operating activities of $908,608 and $6,600,9Btluding a property option payment of

$3,204,512) for mineral property expenditures amel purchase of equipment. Subsequent to
September 30, 2009, the Company arranged a pgNatement financing in the amount of $10

million (note 11). The Company will require additad funding to maintain ongoing exploration

programs and property commitments as well as foriaidtration expenses.

The Company’s ability to continue operations anglepation activities as a going concern is

dependent upon its ability to obtain additionaldiung. While the Company has been successful
in obtaining its required funding in the past, thés no assurance that sufficient funds will be
available to the Company in the future or availadrefavorable terms. Factors that could affect
the availability of financing include the progreard results of the Santo Domingo project,

investor perceptions and expectations and the tiondif the financial and metals markets.

These consolidated financial statements do notcefidjustments in the carrying values of the

assets and liabilities, the reported revenues apeérses, and the balance sheet classifications
used, that would be necessary if the company waebla to realize its assets and settle its

liabilities as a going concern in the normal couwg®perations, and such adjustments could be
material. The going concern assumption would not be valadiitional funding from financings

or sale of assets is not available.



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009

(Unaudited)

2.

Significant Accounting Policies

(@)

These interim consolidated financial statemdvage been prepared in accordance
with accounting principles generally accepted im&a (“Canadian GAAP”) for
interim reporting and include the accounts of tleenpany and its wholly-owned
subsidiaries, Minera Lejano Oeste, S.A., Far Westing Pty Ltd, and Minera Far
West Argentina S.A.

The accounting policies followed by the Companysetout in Note 2 to the audited
consolidated financial statements for the year éridecember 31, 2008 and have
been consistently followed in the preparation oésth consolidated financial
statements except, effective January 1, 2008, thapany has adopted three new
CICA accounting standards which were issued byGh@A on December 1, 2006.
Accordingly, these financial statements should badrin conjunction with the
Company’s 2008 audited consolidated financial statgs. These interim
consolidated financial statements include all adpesits that are, in the opinion of
management, necessary for fair presentation.

These three accounting standards are:
(i) Section 1400 — General Standards of FinanditeBhent Presentation

This Section was amended to include a requirenfaatt management make an
assessment of an entity’s ability to continue @miag concern when preparing
financial statements. Adoption of this standard nidd have any material effect
on the financial statements.

(i) Section 1535 — Capital Disclosures

This Section establishes standards for disclosingntitative and qualitative
information about the Company's capital and howisit managed, thereby
enabling users to evaluate the Company’s objectpelicies and processes for
managing capital.

(iii) Section 3862 and 3863 — Financial Instrumeni3isclosures and Presentations

Effective May 1, 2008, the Company adopted CICA tHaok Section 3862,
“Financial Instruments — Disclosure” and Sectio®38'Financial Instruments —
Presentation”. These Sections require the Companprovide disclosure to
enable users to evaluate the significance of filnmstruments on the
Company’s financial position and performance, tla¢ure and extent of risks
arising from financial instruments the Company isp@sed to during the
reporting period and as at the balance sheet dai,how the Company is
managing those risks.



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009

(Unaudited)

2.

Significant Accounting Policies(continued)

(b)

Recent accounting pronouncements issued whashimpact us in the future include
CICA Handbook Section 1582, “Business Combinatioasit Section 1601, “Non-
Controlling Interests”. These CICA Handbook Sedioaplace Sections 1581 and 1600,
respectively. The new standards revise guidancéhendetermination of the carrying
amount of assets acquired and liabilities assurgeddwill and accounting for non-
controlling interests at the time of a business lgio@tion. These standards are effective
January 1, 2011 prospectively, with early adopfiermitted. We are currently assessing
the impact of the new standards on our consolidiiadcial statements.



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009

(Unaudited)

3. Mineral Properties

During the nine months ended September 30, 200%emngear ended December 31, 2008, the
company incurred the following mineral property @isition and development costs:

Total as at December 31, 2007

Administration

Assaying

Drilling

Engineering

Environmental

Future income taxes
Geological and field costs
Geophysical and other surveys
Geological consulting
Property Option payments
Road building

Resource and other reports
Tenure

Termination of property option
Transportation and rentals
Travel and accomodation
Cost recoveries

Total expenditures - 2008

Write-off of mineral properties
Total as at December 31, 2008

Administration

Assaying

Drilling

Engineering

Environmental

Geological and field costs
Geophysical and other surveys
Geological consulting
Metallurgy

Property option payments
Resource and other reports
Tenure

Termination of property option
Transportation and rentals
Travel and accomodation

Total expenditures - 2009
Write-off of mineral properties

Total as at September 30, 2009

Chile Australia Argentina  Canada Total
$ 18,874,564 $ 2,087,166 $ 796,375 200 $ 21,758,305
548,015 645 165,979 - 714,639
277,928 30,992 - - 308,920
1,001,331 489,753 - - 1,491,084
360,548 - - - 360,548
1,368 - - - 1,368
512,784 - - - 512,784
543,939 323,580 84,394 - 951,913
25,226 39,769 622,019 - 687,014
189,117 200,734 - - 389,851
1,994,118 - - - 1,994,118
358,653 - - - 358,653
158,328 - - - 158,328
506,917 55,973 101,241 - 664,131
- - 175,000 - 175,000
97,581 - - - 97,581
275,945 73,836 - - 349,781
- - (68,606) - (68,606)
6,851,798 1,215,282 1,080,027 - 9,147,107
- - (1,876,402) - (1,876,402)
25,726,362 3,302,448 - 200 29,029,010
563,423 5,374 - - 568,797
214,036 23,123 - - 237,159
- 116,353 116,353
158,780 - - - 158,780
39,514 - - - 39,514
422,096 224,341 - - 646,437
111,744 22,477 - - 134,221
72,612 10,147 - - 82,759
223,121 - - - 223,121
3,204,512 - - - 3,204,512
105,031 - - - 105,031
502,321 11,570 - - 513,891
- - 90,000 - 90,000
148,649 23,259 - - 171,908
52,965 623 - - 53,588
5,818,804 437,267 90,000 - 6,346,071
(2,174,171)  (1,189,700) (90,000) - (3,453,871)
$ 29,370,995 $ 2,550,015 $ - 200 $ 31,921,210

9



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009

(Unaudited)

3.

Mineral Properties (continued)

(@)

(b)

Santo Domingo Project, Chile

The Company entered into option agreements with BiHfe Inc (“BHP Chile”) in
2002 and 2003 to explore for iron-oxide hosted eogwld deposits in the
Candelaria Copper Belt of northern Chile. In 20€% Company completed the
commitments under these agreements and now owri$ b0the respective mineral
properties subject to a 2% Net Smelter Return tgyadyable to BHP Chile.

In 2005, the Company entered into four additiorgleaments with various other
parties to acquire mineral properties. The termghef agreements provided the
Company with the right to acquire the mineral prtips by making option payments
totalling US$2,900,000 over a five year period. i@pipayments totalling $2,419,000
(U.S. $2,125,000) have been made and the Compangadmapleted the acquisition of
the mineral concessions pursuant to three of the &greements. To complete the
acquisition of the mineral property under the revray option agreement, the
Company is required to make a payment of US$775@0@ter than April 12, 2010.

In 2006, the Company entered into an option agreénmvéh Empresa Nacional de
Mineria (“ENAMI”), a Chilean government corporatioto acquire the Iris property.
The terms of the agreement provided the Compank wié right to acquire the
property by incurring exploration expenditures ogethree year period and making
option payments over a period of three years totallS$4,000,000The exploration
expenditures were incurred in 2008 and prior yeard the final option payment of
$3,204,512 (US$2,500,000) was made during firstrtquaof the year to complete the
acquisition.The Company has completed the commitments underlatreement and
now owns 100% of the Iris Property subject to a R& Smelter Return royalty
payable to ENAMI.

During the quarter, the Company has written-off enath property expenditures of
$2,174,171 incurred with respect to propertiesidatsf the Santo Domingo project
area that have been abandoned or which the Conglany to abandon.

Farallon Negro Project, Argentina

In 2004, the Company entered into an option andt jeenture agreement with BHP
Billiton (“BHPB”) under which the Company was efgil to earn a 50% interest in the
Farallon Negro Property. The terms of the agreenmetided a reimbursement to BHPB
for part of the costs of an airborne geophysicaivesyr and incurring exploration

expenditures.

In December, 2008, after evaluation of the resoftground geophysical surveys, the
Company provided BHP Billiton with notice of ternaiiion of the property option

agreement. The Company wrote-off exploration expares incurred in the amount of
$1,876,402 including an estimate of the liability future closing costs arising from the
termination of the property option agreement inahwunt of $175,000.

During the nine month period ended September 3092¢he Company recorded an
additional estimate for future closing costs of $90.

10



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009

(Unaudited)

3.

4.

Mineral Properties (continued)

(c)

Georgetown Project, Australia

In 2004, The Company and BHPB entered into an ot joint venture agreement
which entitled the Company to earn a 70% intereshe Georgetown Property by
incurring exploration expenditures of US$2,000,0@@;luding the costs of an
airborne survey, on or before October 31, 2008jestiio BHPB retaining certain
back-in rights.

In September, 2008, the Company completed thisoetjpn expenditure commitment
and BHP Billiton elected to convert its remainin@%s ownership interest in the
Georgetown Project into a royalty which resultedhie cancellation of the back-in rights.
The Company’s ownership interest is now 100%, subje a 2% Net Smelter Return
royalty payable to BHP Billiton.

During the quarter, the Company has written-off enah property expenditures of
$1,189,700 incurred with respect to properties iwitine Georgetown Project area
that have been abandoned or which the Company fmaatzgandon.

Share Capital

(a)

(b)

Authorized

Unlimited number of common shares without par value
Unlimited number of preferred shares without pduga

Issued common shares and special warrants

Number of

Common Shares

and Special
Warrants Amount
Balance, December 31, 2007 52,679,109 $ 43,204,629
Exercise of stock options (i) 971,200 1,635,181
Private placement, net of issue costs (ii) 3,206,746 9,019,497
Balance, December 31, 2008 56,857,055 $ 53,859,307
Exercise of stock options (iii) 306,000 732,803
Balance, September 30, 2009 57,163,055 $ 54,592,110

11



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009
(Unaudited)

4.

Share Capital (continued)

(b) Issued common shares and special warrantsiticeak)

(i)

(ii)

(iif)

Exercise of 971,200 stock options at exercigeeg ranging from $0.35 to $1.32
per share for gross proceeds of $915,034 and wécation from contributed
surplus of $720,147.

Issue of 3,206,746 units on August 14, 2008 g@rrice of $3.15 for each unit for
gross proceeds of $10,101,250. The units are cgegof:

a) 3,175,000 units consisting of a special warranr@sable to acquire a
common share for no additional consideration aneé-lwaf of one
transferable common share purchase warrant, and

b) 31,746 units consisting of one common share andhaifeof one
transferable common share purchase warrant.

Each full common share purchase warrant entitledhblder to purchase one
common share at a price of $4.25 until August DOR These warrants expired
unexercised during the period. After deduction 894736 for share issue costs
from the gross proceeds, $9,019,497 was allocateshares and $287,017 was
allocated to warrants.

The value allocated to the warrants is based onoagta allocation of the unit

value between one special warrant, or common shacde pne-half share purchase
warrant on the date of issue. The fair value of warants has been estimated
using the Black-Scholes pricing model with the daling assumptions: risk-free

interest rate of 2.68%, dividend yield of 0%, viigt of 39.48% and an average

expected life from date of grant of one year.

Exercise of 306,000 stock options at exergsices of $1.00 and $1.32 per share
for gross proceeds of $399,120 and the reallocdtiom contributed surplus of
$333,682.

12



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009
(Unaudited)

5. Contributed Surplus

The value assigned to outstanding stock options sdrate purchase warrants is included in
contributed surplus and has been estimated asafdte of the grant of the option or issue of the
warrant using the Black-Scholes option pricing miode

Value assigned to Common Share Purchase Warrants

Balance, December 31, 2007 $ 1,990,759

Value assigned to 1,603,373 common share purchase
warrants issued 259,266

Value assigned to 158,750 finders compensation
warrants issued 27,751

Balance, September 30, 2009 and December 31, 2008 $ 2,277,776

Value assigned to Stock Options

Balance, December 31, 2007 $ 9,981,799
Reallocation of stock-based compensation on exercise of
stock options (720,147)
Stock-based compensation 2178,427
Balance, December 31, 2008 $ 11,440,079
Reallocation of stock-based compensation expense on
exercise of stock options (333,683)
Stock-based compensation 1,274,071
Balance, September 30, 2009 $ 12,380,467

Value assigned to Stock Options and Share
Purchase Warrants $ 14,658,243

13



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009

(Unaudited)

5.

Contributed Surplus (continued)

(@)

(b)

Warrants

On August 14, 2008, the Company issued the 1,782@&2mmon share purchase
warrants exercisable at $4.25 per share on or éefogust 14, 2009. These warrants
expired unexercised.

At September 30, 2009, the Company had 444,51Ganaing warrants exercisable at
$5.25 per share until June 21, 2010.

Stock Options

The Company has a “rolling” stock option plan fts €mployees, directors, officers and
self-employed consultants. The terms of the plavige for options to be granted equal
in number up to 10% of the issued and outstandimgncon shares of the Company at the
time of grant of the stock option. The exercise@tf each option shall not be less than
the minimum price permitted by the policies of T&X Exchange (“Exchange”).

During the nine months ended September 30, 20@9Ctmpany recorded stock-based
compensation expense of $1,097,865 and minerakproposts of $176,204 with respect
to 1,382,000 stock options that were granted arstededuring the period. During the
period, options to purchase 306,000 shares wereciegd and options to purchase
1,267,300 shares expired unexercised.

14



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009
(Unaudited)

5. Contributed Surplus (continued)
(b) Stock Options(continued)

A Summary of stock option information as at SeptemBO, 2009 and December 31,
2008 and the changes for nine month period angidhethen ended is as follows:

Weighted

Average

Options Exegi:ig

Options outstanding at December 31, 2007 4,892,800 $2.05
Granted 978,000 3.51
Exercised (971,200) (0.94)
Expired / Cancelled (877,800) (1.50)
Options outstanding at December 31, 2008 4,021,800 $ 2.76
Granted 1,382,000 1.38
Exercised (306,000) (1.30)
Expired / Cancelled (1,267,300) (1.67)
Options outstanding at September 30, 2009 3,830,500 $2.70
Options exercisable at September 30, 2009 3,830,500 $2.70

The fair value of each option granted in 2009 hesnbestimated as of the date of the
grant using the Black-Scholes option pricing modith the following weighted average
assumptions: risk-free interest rates ranging floiri% to 1.69%, dividend yield of 0%,
volatility ranging from 83.18% to 93.37%, and exjgekclives from date of grant of an
average of ten years.

15



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009
(Unaudited)

5.

Contributed Surplus (continued)
(b)  Stock Options(continued)

Option-pricing requires the use of highly subjeetastimates and assumptions including
the expected stock price volatility. Changes indhderlying assumptions can materially
affect the estimates of the fair value of the ktogtions.

A summary of stock options outstanding and exebbdésat September 30, 2009 is as

follows:
Weighted Weighted
Average Average
Remaining  Remaining Weighted Weighted
Contractual Contractual Average Average
Range of Outstanding Exercisable Life on Life on Price on Price on
Exercise Stock Stock Outstanding Exercisable Outstanding Exercisable
Prices Options Options Options (yr) Options (yr) Options Options
$0.90 - $2.00 1,550,500 1,550,500 8.40 8.40 $ 138 $1.38
$3.00 - $3.55 1,270,000 1,270,000 7.76 7.76 3.45 45 3
$3.75-%$4.10 1,010,000 1,010,000 7.15 7.15 3.78 78 3.
3,830,500 3,830,500 7.86 7.86 $ 2.70 $2.70

Related Party Transactions

During the nine months ended September 30, 2008, @ompany incurred $61,028
(September 30, 2008 - $110,492) for legal expensefyding legal costs related to mineral
property agreements, to a law firm in which a diveof the Company is a partner. At September
30, 2009, the estimated amount payable to the law i estimated to be $Nil (December 31,
2008 - $ 36,174).

These transactions are in the normal course ofatipes and are measured at the exchange
amount, which is the amount of consideration esthétl and agreed to by the related parties.

Commitments

During 2007, the Company entered into a lease awet for office premises commencing
September 1, 2007 and expiring August 31, 2014. arreual lease commitments are $130,000
for calendar year 2009, $133,000 for 2010, and X&Bfor the remaining years of the lease.

16



FAR WEST MINING LTD .

Notes to the Consolidated Financial Statements
Nine Months Ended September 30, 2009
(Unaudited)

8.

10.

Supplementary Cash Flow Information

During the nine months ended September 30, 2009:

a) accounts payable related to mineral property atstseased by $407,024 (September 30,
2008: decreased by $164,177)

b) mineral properties costs included $176,206 (Sepéer@d, 2008: $410,911) of capitalized
stock based compensation, $44,867 (September 3®: #32,267) for amortization of
fixed assets, and a reduction of $129,677 (SepteBMe2008: $Nil) to future income tax
liabilities related to mineral property costs.

¢) The Company did not pay any income taxes @rést in the nine months ended September
30, 2009 and 2008.

Management of Capital Risk

The Company’s capital structure is comprised ofgbmponents of shareholders’ equity. The
Company does not have any operating cash flow asdniot issued any long-term debt. The
Company’s objectives for the management of caitel to ensure the Company’s ability to
continue as a going concern and to continue wethaitquisition, exploration and development of
mineral properties for the benefit of its stakeleodd The Company is not subject to any
externally imposed capital requirements.

The Company’s financial assets, used for its chp#quirements, are primarily cash and cash
equivalents. The Company’s investment policy isntest solely in financial instruments of, or

guaranteed by, Canadian banks with maturities ofl® or less from the date of acquisition.
The Company’s capital requirements are based ortaglyaand annual expenditure budgets that
are revised and updated, as required, dependintpeombility to finance and general industry
conditions. The budgets are approved by the Bolirectors.

Management of financial risk

The Company'’s financial instruments are exposeazkttain financial risks, including currency
risk, credit risk, liquidity risk, interest risk drprice risk.

€) Currency risk

The Company is exposed to the financial risk relate the fluctuation of foreign
exchange rates. The Company operates in Aust@éiinada and Chile and a portion of
its expenses are incurred in foreign currencieludiog US dollars. A significant change
in the currency exchange rates between the Canaldidar relative to other currencies
will have an effect on the Company’s results of ragiens, financial position or cash
flows. The Company has not hedged its exposureuteecy fluctuations other than
maintaining cash balances in US dollars to disahds§ dollar liabilities at September
30, 2009 or US dollar commitments during the follogvquarter.

At September 30, 2009, the Company does not hayesabstantial currency risk to
current assets and liabilities denominated in fpraiurrencies.
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10. Management of financial risk (continued)

(b) Credit risk

Credit risk is the risk of an unexpected loss ifwstomer or third party to a financial
instrument fails to meet its contractual obligaiomhe Company’s cash equivalents are
comprised of financial instruments issued by Camadhanks.

The Company’s accounts receivable consist primaoflygoods and services taxes
receivable from the Governments of Australia andaCia.

© Liquidity risk

Liquidity risk is the risk that the Company will hdoe able to meet its financial
obligations as they become due. The Company doéshame any cash flow from
operations and manages its liquidity risk by isseamf common shares. Accounts
payable and accrued liabilities are due within therent operating period and will be
funded from cash and cash equivalents held at Bdyaie30, 2009.

(d) Interest rate risk

Interest rate risk is the risk that the fair valok future cash flows of a financial

instrument will fluctuate because of changes inkaainterest rates. The risk that the
company will realize a loss as a result of a declmthe fair market value of the short-
term investments included in cash and cash equiimlés limited because these
investments are generally held to maturity.

11. Subsequent Event

On October 30, 2009, the Company closed a non-bedkerivate placement of 4,901,961 units

at a price of $2.04 per unit for aggregate grosegeds of $10,000,000. Each unit is comprised
of one common share of the Company and one traidéeicommon share purchase warrant
entitling the holder to purchase one additional cam share on or before October 30, 2011 at an
exercise price of $2.75. No commissions or findees were payable in connection with this

private placement.
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