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FAR WEST MINING LTD.
Management’s Discussion & Analysis

This Management’s Discussion and Analysis (“MD&AJH the financial position and results of
operations for Far West Mining Ltd. (“the Companydr the three and nine months ended
September 30, 2009 has been prepared as of Nové&nB809 and includes financial and other
information up to the date of this report. The MD&hould be read in conjunction with the
MD&A of the Company for the year ended DecemberZM)8 and the unaudited consolidated
financial statements of the Company for the threksax month periods ended June 30, 2009 and
the audited consolidated financial statementsHerytear ended December 31, 2008 which were
prepared in accordance with generally accepteduatiog principles in Canada. The accounting
policies have been consistently followed in prepanaof these financial statements except that
the Company has adopted certain CICA standards chpital disclosures and financial
instruments effective for the Company’s quarter eehdMarch 31, 2008 (see page 14). The
Company’s MD&A contains statements that constitlieeward-looking statements” and other
cautionary notices (see page 15).

Description of Business

The Company is a mineral exploration company primmangaged in the evaluation, acquisition
and exploration of mineral properties in Chile aAdstralia. The Company is currently
advancing the Santo Domingo Project in Chile anedooting a drill campaign at the
Georgetown Project in Australia.

The Company is a reporting issuer in Ontario, BnitColumbia and Albertand trades on the
Toronto Stock Exchange under the symbol FWM.

Highlights of the Quarter
Santo Domingo Project, Chile

The Company conducted a re-analysis of 7,400 RICathip samples from the Santo Domingo
Project and has established that the iron grase&@B% higher than previously indicated. This
program was implemented following iron metallurgiesork in late 2008 that returned higher
iron grades than expected. All available samplék an iron content of more than 15% were
submitted for re-analysis.

The new iron analyses were added to the Comparatabdse in place of the old analyses and
will be used to re-calculate the iron grade of$lamto Domingo and Iris Norte deposits.

The demonstrated higher iron grade for the Santmibgo Project is expected to improve the
economics of the project.

Georgetown Project, Queensland, Australia

The Company conducted a diamond drill program Ksites for a total of 864m) at the Robin
Hood prospect to test ground-based gravity geophlsinomalies. Two drill holes located over
200m apart, intersected a thin horizon of leadesiimineralization at shallow depth. Assays for
the two one metre wide intercepts returned 2.64%rRRb12.3g/t Ag and 0.66% Pb and 4.4g/t Ag
respectively. The other four holes failed to inéetamineralization.

Further to the south high grade surface samplgs 18.45% Pb and 588 g/t Ag) were discovered
on the Robin Hood prospect. Future explorationkweill now be focused in this area. The
prospective zone at Robin Hood now covers a skeikgth of more than 2,000 metres.
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Financing

The Company completed a financing in October, 2008e amount of $10 million with Quadra
Mining Ltd. The proceeds of this financing are ® uUsed to progress the development of the
Santo Domingo project in Chile. The terms of theaficing require the establishment of a joint
technical advisory committee to monitor the worlagrams which will include additional drilling
and metallurgical studies.

Mineral Properties
Santo Domingo Project - Chile

The Company is exploring for iron-oxide hosted cmpgold (“IOCG”) deposits in the
Candelaria Copper Belt of northern Chile. The 8d@mmingo Project is located in the northern
half of the Candelaria Belt that stretches oveistadce of 1,200 km from Santiago to the Mantos
Blancos mine north of the city of Antofagasta. @slune 30, 2009, the Santo Domingo Project
area is comprised of 132 mineral concessions auy&%,623 hectares. The Company holds an
additional 25 mineral concessions covering 7,50 dres in the Candelaria Belt outside of the
Santo Domingo Project area.

The majority of land holdings cover a large portiointhe Santo Domingo District, which is
located about 100 km north of the mining town ofp@p6. During the period 2005 through
2008, the Company outlined the Santo Domingo 3is; Iris Norte, and Estrellita copper-gold-
iron deposits.

The Company’s 100% interest in the Santo Dominggelet properties was acquired from BHP
Billiton, Empresa Nacional de Mineria (ENAMI), a i@an government corporation, and other
parties. The Project is subject to a 2% net smedtern (NSR) royalty.

In April 2008 AMEC Americas (Chile) S.A. (“AMEC”)ssued a Preliminary Assessment
(“scoping study”) on the Santo Domingo Sur and ¢apper-iron-gold deposits for the recovery
of copper (“Cu”), gold (“Au”) and iron (“Fe”). Thecoping study report indicated positive
project NPVs in a variety of metal price scenarid$ie Scoping Study was based on a resource
estimate by Scott Wilson Roscoe Postle & AssocidtBsott Wilson RPA”) in October 2007.
The cut-off grades for the mineral resource estnpatblished by the Company were determined
using only copper . Results from the Scoping Studhlighted the economic importance of the
iron component to the project and recommended thiire resource estimates should be
estimated using iron as well as copper and gold.

Resource Estimate

On April 28, 2009, the Company announced that S@étson RPA had conducted a new
resource estimate for the Santo Domingo Sur/lns lais Norte deposits (the Estrellita deposit
was not included in the resource estimate duestdigh oxide copper content). The mineral
resource includes data from 52 additional drillésocompleted since the Scott Wilson RPA
October 2007 resource estimate, as well as refsafts metallurgical test work for copper, gold
and iron completed in mid to late 2008. Scott WAISRPA calculated copper equivalent grades
using their long-term metal prices for mineral i@se statements (US2.25/lb copper, US$950/0z
gold, and US$74/dmtu iron). Allowances for recqyéireatment Charges/Refinement Charges
(TC/RC), royalty charges and transport costs faheaetal were also taken into account based
on the scoping study estimates. Scott Wilson RBt&rthined that the most appropriate cut-off
grade for reporting purposes is 0.25% copper etpnva
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Table 1 shows Indicated and Inferred Mineral Resesirat various copper equivalent cut-off
grades and provides the average grade of each ateled respective cut-off grade.

Table 1 — Indicated and Inferred Mineral Resourcest April 28, 2009*

Cut-off Tonnage CuEq
(% CuEq) | Category (Mt) (%) Cu (%) Fe (%) Au (g/t)
Indicated 333.3 0.61 0.43 27.3 0.06
0.30
Inferred 49.3 0.45 0.31 24.8 0.04
Indicated 383.4 0.57 0.39 27.0 0.05
0.25
Inferred 68.6 0.40 0.26 24.6 0.04
Indicated 433.9 0.53 0.36 26.7 0.05
0.20
Inferred 91.1 0.36 0.22 24.0 0.03
Notes:

1. CIM definitions were followed for Mineral Resources

2. Mineral Resources are reported at a cut-off grdde2b5% Cu Equivalent.

3. Copper Equivalent grades are calculated using gedoag-term prices of US$2.25/lb Cu,
US$950/0z Au and US$74/tonne Fe metal ($50/tonneamtrate @ 67.5% Fe).

4. Cu and Fe Equivalence calculations are as statdégeitext of NR 28 April 2009.

5. Metallurgical recovery factors were applied as dbed in NR 28 April 2009.

* see News Release 28 April 2009

Metallurgy

As recommended in the April 2008 Preliminary Assesst, to improve the quality of the
metallurgical data for the project, in late 2008 tbompany compiled a new composite sample
for metallurgical testing. The composite samplasisted of 23 intervals from 11 different drill
holes covering 1,380 metres of drilling with a gahtial representation of the Santo Domingo
Sur and lIris deposits both vertically and horizéptéhat mirrored the average grade of the
deposit.

The copper metallurgical work was conducted by S@kefield, Ontario. Lock cycle testing
confirmed that a high quality copper concentrate lwa produced that will range from 27% Cu @
89% recovery, to 30% Cu @ 87% recovery. Gold reppwas markedly improved over
previous batch testing increasing to 65% from 3&%he batch tests. The primary grind level is
120 microns. Additional test work and variabiligsting will be conducted to optimize copper
and gold recovery. Initial batch test work usiradiree water yielded encouraging results that
were not materially different from the flotatiorstdts using fresh water.

The iron metallurgy was conducted by SGA in Germarye sample of the tailings from the
copper metallurgical work was used to perform a loeimof iron recovery tests using low
intensity magnetic separation (LIMS). The flotati@ilings amount to 89% by weight of the run
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of mine ore. After optimization, it was determintdit the best product could be produced by
applying a rougher and two cleaning stages witlrimdng of the rougher concentrate. The
following concentrate was achieved:

Table 2 Test Results for LIMS Concentrate

Weight (%) | Fe (%) | SiO,(%) | Al,O3(%) S (%) P (%) Fe Recovery
(%)
17.8 67.5 2.84 0.61 0.010 0.008 31.4

The concentrate was also analysed for base metatemium, vanadium and various other
elements. Only chromium, potassium and sodiumyasisalightly higher than their respective
optimal desired value. SGA stated that:

“the concentrate is very well suited for pelletigiand downstream iron making via blast furnace
process. There are no detrimental elements, neftrepelletizing and blast furnace, nor steel
making. Highly advantageous for the recovered cotragées are the very low phosphorus
content as well as low sulphur and non-ferrous fsetantent.”

The LIMS recovery of 17.8% by weight from the fitite tailings indicates that approximately
16% by weight (17.8% of 89%) of the run of minelviié recovered into a LIMS concentrate.
The new estimated recovery of 16% into a LIMS cowede is more than two and one half times
the amount estimated in the scoping study for tagmatic recovery.

The tails of the LIMS process is an iron rich matethat is mostly hematite but contains a
complex mineralogy containing iron bearing silicaseich as chlorite and epidote that complicate
any additional recovery process. Due to the suabiatancrease in magnetic recovery using the
LIMS process, the Company’s focus will be to evedusanto Domingo from the point of view of
magnetic fraction recovery only with attendant tapand operating cost reductions from the use
of LIMS.

As hematite represents significant upside for tfagegt, testing on possible recovery processes
for hematite recovery will continue. No guarantésuccess however, can be made that a process
or processes will be found that are economicatiyplé.

Activities during the Quarter

The Company submitted 7,400 drill chip samples fthenSanto Domingo project for re-analysis
using a total digestion peroxide fusion ICP analysiethod. The re-analysis was initiated after
iron assays during metallurgical test work conddidig SGA in Germany consistently returned
higher iron grades than expected.

The results from the re-analysis of 7,400 samptesoa average 10.8% higher than previously
reported. The new iron data has been added to ¢ngp@ny’s database and is currently being
used to re-calculate the iron grade of the SantmiBgo and Iris Norte deposits.

The Company also collected approximately 11,000 matig susceptibility readings on Santo
Domingo material. The susceptibility data will beadeled into each block of the model and will
be used to predict the magnetic iron recovery femoh individual block. This work is almost
complete and the resulting block model will forne thasis of an updated economic assessment of
the project.
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Regional Exploration — Chil§Copper — Iron — Gold)

In December 2008, the Company acquired 55 new ta claims in the IOCG (iron-oxide-
copper-gold) belt of Chile. Subsequent review aeld £xploration caused the Company to drop 30
of these claims resulting in the Company currehtiding 25 for a total of 7,500 hectares. These
new claims are located to the north and northdaiteoSanto Domingo property. The Company
intends to add to its exploration properties ineothreas to capitalize on the success of the Santo
Domingo project.

In February 2009, the Company carried out a regigmoaind magnetic geophysical survey that was
designed to identify large magnetic anomalies suscthe one that hosts the Santo Domingo deposit.
The survey covered the new exploration claims dadtified a number of large anomalies that will
be followed up by additional ground geophysics gigiifferent techniques and tighter line spacing.

Georgetown Project - Australia (Silver — Lead — Zin

The Company is exploring for Broken Hill Type (BH@gposits in the Georgetown area of
northern Queensland, Australia. The project areathe potential to host BHT deposits such as
Broken Hill (280 Mt @ 10.0% Pb, 8.5% Zn, 150 g/t)Aand Cannington (45 Mt @ 11.9% Pb,

4.8 % Zn, 520 g/t Ag).

The Company’s 100% interest in the Santo Domingxelet properties was acquired from BHP
Billiton and is subject to a 2% net smelter ret(MSR) royalty.

In March 2009, the Company carried out a high-tgsmi ground gravity geophysical survey at the

Robin Hood prospect in follow up of encouragindl ddasults and high-grade surface samples. The
survey covered an area of just under 2 sq km #aters spacing of 50 metres. Several gravity

anomalies were identified to the south of the nalieed horizon that was defined last field season
by high-grade surface showings and thick interceplisw grade mineralization and strong alteration

in drill holes from 2008.

The anomalies were modelled at shallow depth appirdi steeply over a strike length of several
hundred metres. The geophysical response indicateslially high rock densities consistent with or
indicative of the targeted Broken Hill Type (BHT)naralization.

In August 2009, the Company conducted a diamonidpdogram (six holes for a total of 864m) at
the Robin Hood prospect. Drill holes GB19-10 and1GRB2 were drilled over 200m apart and
intersected a sequence of strongly metamorphoseidsgrschist and amphibolite, that host a 10-
15cm thick seam of semi-massive galena at shalepthdof 26m and 43m respectively. Assays for
the one meter intervals that contain the galena setrned 2.64% Pb and 12.3g/t Ag and 0.66% Pb
and 4.4g/t Ag respectively.

The new drill results along with 2009 surface sa®phdicate that the southern part of the Robin
Hood prospect is the most prospective part of tbpgaty for high grade silver/lead mineralization.
One of the new surface samples contains the highest grade found to date with 588g/t Ag.

Four other drill holes intersected massive gablwd/ax foliated amphibolite at shallow depth.
Density measurements of the gabbro and amphihatitis returned values of 3-3.2 gfrmuch
lower than the densities used to model the gramymalies. Since the measured densities of the
intersected rocks do not come close to the dessied to model the anomalies, additional analysis
will be conducted using the geometry and densitginbd from the drilling in order to determine if
there may be pockets of excess mass around thdalaoiiighand gabbro bodies that could represent
massive mineralization.
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Future Outlook and Strategy
CHILE

The Company continues to advance the Santo Donfingect to the development stage. The
project received a significant boost with the $liliom private placement from Quadra Mining
Ltd. to conduct further work with a view to advaribe project to the next decision point. The
capital injection is subject to certain conditions:

* expenditures must include a certain amount of lirdililling, hole twinning and
metallurgical testing leading to pre-feasibilitypameering,

» hiring a project manger to guide the work
» hiring specialist technical consultants for ceri@spects of the work

e establishment of a technical advisory committe€Qafdra and Company personnel to
monitor and guide the progress of the project

To this end the Company will be conducting thedeihg work:

» Conduct metallurgical studies (variability studms copper and magnetic iron recovery
using both fresh water and seawater) to determioeegsing options that maximize
potential metal recoveries to refine the econorofdbe project.

» Continue planned water exploration program, actjorsiof water rights and planning of
pipeline to determine the most economic water saurc

» Update the preliminary assessment or move dir¢éatpyre-feasibility study for the Santo
Domingo Project to incorporate the results of thetafturgical studies and resource
reports focusing on maximizing recoveries of thppay and the magnetic iron fraction.

» Identify other exploration and development staggpprties within the Candelaria IOCG
belt for potential acquisition.

AUSTRALIA

The Company will conduct further drill program(s)follow up the geophysical anomalies from

the ground geophysical survey at the Robin Hoodpgeot. Additional work is planned at the

Perryvale prospect where geochemical anomaliesestigige possible presence of mineralization.
The Company continues to evaluate the Georgetowmirme for additional target areas and
regional targets.

FINANCING

To advance the Santo Domingo and other exploragimjects, the Company will require

additional funding in 2010 through equity financimmg other alternative financing arrangements.
The selection of one or more methods of financirly we determined based on the level of
interest from the investment community or miningmpanies and the impact to existing
shareholders.
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Liquidity and Capital Resources

At September 30, 2009, the Company had cash ardezpsvalents of $1,423,862 and working
capital of $1,232,624The Company has no long-term debt obligations itin@act liquidity or
future cash flows. Long-term obligations consideloof the non-current portion of a leasehold
inducement in the amount of $53,347 and futurermetax liabilities of $512,784. The Company
is primarily dependent on the equity markets tesedunds for planned operations. Future cash
requirements will depend primarily on the extent fature exploration and development
activities.

The Company’s ability to continue operations angleation activities as a going concern is
dependent upon its ability to obtain additionalding on acceptable terms. Factors that may
affect the availability of financing include theogrress and results of the Santo Domingo project,
investor perceptions and expectations and the tonaif the financial and metals markets.

Consolidated Financial Results of Operations

The loss and comprehensive loss for the quartei$8a89,380 compared with $442,458 for the
third quarter of 2008. For the nine month periodiexh September 30, 2009, the loss was
$5,481,744 compared with $2,744,951 for the fiseimonths of 2008.

Significant differences in general and administetexpenses for the quarter ended September
30, 2009 compared with the quarter ended Septe&the&2008 include:

* Expenditures incurred on mineral properties that@ompany has abandoned or plans to
abandon in Chile and Australia were written-off idgrthe quarter in the amount of
$3,363,871 in the quarter. No expenditures weréem-off in the third quarter of 2008.

» Salaries and benefits increased to $191,400 froe6,$57. The change is a result of the
payment of cash compensation to the independeettdins and increases to employee
salaries. No cash compensation was paid to dieatdhe second quarter of 2008.

» Stock based compensation expense decreased t®658im $210,001. The decrease is
primarily attributable to the timing of vesting options granted of options to directors,
officers and employees.

* Interest income declined to $586 from $51,701. Gerease is primarily attributable to
reduced interest rates and a conservative investpadioy.

* Legal expenses decreased to $12,966 from $55,88%emlt of the reduced use of legal
services.
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Summary of Quarterly Results

(Expressed in thousands of Canadian dollars)

Sep Jun Mar Dec Sept Jun Mar Dec
30 30 31 31 30 30 31 31
2009| 2009| 2009| 2008| 2008| 2008, 2008| 2007
(i) (ii) (iii)

Interest

revenue: 1 1 17 51 52 42 43 67

Loss and

Comprehensive

Loss for the

guarter before

extraordinary

Items: (3,789) | (804)| (887) | (2,040)| (442) | (1,905)| (397) | (375)

Per share - basic

& diluted: 0.07) | (0.01) | (0.02)| (0.03) | (0.01)| (0.04) | (0.01) | (0.01)

Loss and

Comprehensive

Loss for the

Quarter: (3,789) | (804) | (887) |(2,042)| (442) | (1,905)| (397) | (375)

Per share - basic

& diluted: 0.07) | (0.01)] (0.02)] (0.03)| (0.01)| (0.04) | (0.01) | (0.01)

Total assets: 34,124 37,479 38,208 38,830 39,333851| 30,251 30,329

D

(i)

Loss and comprehensive loss for the quarterluished the write-off of exploration

expenditures for mineral properties in Chile ($241771) and in Australia ($1,189,700) for
a total of $3,363,871.

(i) Loss and comprehensive loss for the quarterluded the write-off of all exploration

expenditures in Argentina in the amount of $1,808,4

(i) Loss and comprehensive loss for the quartecluded stock-based compensation of

$1,566,623.

The Company had cash and cash equivalents at Segt@&®, 2009 of $1,423,862 compared with
$8,555,376 at December 31, 2008 and working capite$l,232,624 at September 30, 2009

compared with $7,949,700 at December 31, 2008.

Accounts payable and accrued liabilities at Sepand®, 2009 were $536,483 compared with

$923,951 at December 31, 2008.
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Financing Activities

The Company received $331,320 during the quarten fthe exercise of share purchase options
to acquire 251,000 common shares.

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 grossgeds of $10 million. Each unit is comprised of

one common share of the Company and one transée@bihmon share purchase warrant

entitling the holder to purchase one additional cmm 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.

Investment activities

During the quarter, the Company incurred mineralpprty costs in the amount of $1,056,641
including non-cash stock based compensation of/8%®@d has written off expenditures incurred
on properties that it has abandoned or plans tadira Mineral property costs were incurred in
the following geographic areas:

Balance at Exploration costs | Exploration costs Balance at
Project incurred in the | written-off in the September 30,
June 30, 2009
$ quarter quarter 2009
$ $ $
Chile 30,707,171 837,955 (2,174,171) 29,370,995
Australia 3,521,029 218,616 (1,189,700) 2,550,015
Canada 200 - 200
TOTAL 34,228,200 1,056,641 (3,363,871) 31,921,210
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Selected Annual Information

Years ended December 31
(thousands of Canadian dollars) 2008 2007 2006
$ $ $

Revenues

» Interest income 188 374 377
Loss and Comprehensive Loss
from Operations (4,787) (3,382) (2,274)

» Per share - basic & diluted (0.09) (0.07) (005)
Loss for the year (4,787) (3,382) (2,274)

» Per share - basic & diluted (0.09) (0.07) (0.05)
Total Assets 38,330 30,329 27,319
Long Term Liabilities 576 77 Nil
Cash Dividends per share Nil Nil Nil

Qualified Persons

The in-house qualified person responsible for theiew of the technical content of this
Management's Discussion and Analysis is Richardzdimer, P. Eng., President, CEO and
director of the Company.

Additional information is available on the Compawebsite atvww.farwestmining.conand on
the SEDAR website atww.sedar.com

Risks and Uncertainties

The Company is in the process of exploring its mah@roperties and has not yet determined
whether these properties contain ore reserves #mat economically recoverable. The
recoverability of amounts shown for the mineralgedies and related deferred exploration costs
and the Company’s continued viability is dependapbn the discovery of economically
recoverable reserves, the ability of the Companghitain necessary financing to complete the
development of the properties, and upon futureifadgle production or from the proceeds from
disposition of its mineral properties.

The Company believes that the recent decline ire bastal prices and the current global
economic crisis has reduced the number of potestiaices of capital which reduction may have
an impact on the Company’s ability to raise addeiocapital. The duration of the current
economic conditions cannot be predicted. The avidithaof financing on acceptable terms may
make it difficult for companies to raise funds riegd to develop and build new mines within
planned timelines. The Company will manage its illgy risk by reviewing the risk
characteristics of its mineral properties and o#e=ets, by curtailing any non-essential expenses
to conserve cash resources, and by consideringptbeor joint venture of assets. Failure to obtain
necessary financing may result in delays or indtefisuspension of exploration and development
programs and possible loss of the Company’s mirgoglerty interests.

11
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Mineral exploration involves a high degree of riskhe Company competes with other mining
enterprises, some of which have greater finanaaburces, for the acquisition of mineral
concessions. The Company is at risk to variationgrecious metal prices, the interest of
investors and the availability of contractors. Jdaéactors impact upon the Company’s ability to
finance its programs and to carry on operations.

Mineral development involves a high degree of rek very few properties warrant the
considerable expenditures required to initially stehtiate their reserves and then to develop
them into production. Consequently very few prapsrare ever developed into producing mines.

The Company’s mineral property interests are latateChile, Australia and Canada. As a
result, the Company is subject to geographicaloitical risks including currency fluctuations,

possible political and economic instability and iftigal issues. The mineral exploration
activities expose the Company to potential envirental liabilities relating to the reclamation of
property in accordance with local laws and regatai

There is no guarantee that title to the propeitiewhich the Company has a recorded interest
will not be challenged. The Company’s mineral @y interest may be subject to prior
unregistered agreements or transfers and themale be affected by undetected defects. As of
the effective date, management is not aware of iemgediment to its ownership to these
properties.

Additional Disclosures

Changes to the Board of Directors

On January 11, 2009, Mr. Daryl K. Seaman, a codeurand former Chairman of the Company
passed away.

At the Annual General Meeting held on April 29, 20€he shareholders of the Company elected
Mr. Donald R. Seaman as a director.

Off-Balance Sheet Arrangements

The Company does not have any off-balance shemtgegments and does not contemplate such
arrangements in the foreseeable future. Thereamo@miingent liabilities.

Transactions with Related Parties

During the quarter, the Company incurred legal festgmated at $10,056 (September 30, 2008:
$110,492) for various legal services and to a lem fn which a director of the Company is a
partner. At September 30, 2009, no amount is payablthe law firm (September 30, 2008:
$115,120). These transactions are in the normalseoaf operations and are measured at the
exchange amount, which is the amount of consideragstablished and agreed to by the related
parties.

12
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Commitments and Contractual Obligations

In March, 2007, the Company committed to leasecefforemises for a period of seven years
commencing September 1, 2007. The obligations uthieoperating lease are due as follows:

2009 $ 130,000
2010 133,000
2011 138,000
2012 138,000
Thereafter 230,000

$ 769,000

Critical Accounting Policies and Estimates

The preparation of financial statements in accardawith Canadian generally accepted

accounting principles requires management to makienates and assumptions that affect the
reported amount of assets and liabilities, thelaksce of commitments and contingencies at the
date of the financial statements, and the repaatedunt of revenue and expenses during the
period.

The most significant accounting estimates for tlen@any relate to the potential impairment of

its mineral property assets, accounting for stoageldl compensation, the value attributable to
warrants, and recognition of future income tax &saad liabilities. The Company’s accounting

policies are set out in full in note 2 of the anrfuancial statements.

Mineral Property Costs

The Company is in the exploration stage and defdrexpenditures related to its mineral
properties until such time as the properties aré ipto commercial production, sold or
abandoned. Under this method, all amounts showniasral properties represent costs incurred
to date less amounts amortized and/or written off do not necessarily represent present or
future values.

If the properties are put into commercial produttithe expenditures will be depleted based upon
the proven reserves available. If the propertiessald or abandoned, the expenditures will be
charged to operations. The Company does not atlveuestimated future costs of maintaining its

mineral properties in good standing.

In the event that reserves are determined, thgingrvalues of each mineral property interests
will be reviewed by management each quarter toraéte if they have become impaired. If

impairment is deemed to exist, the mineral propeitl be written down to its net recoverable

value. The ultimate recoverability of the amoungpitalized for the mineral properties is

dependent upon the delineation of economicallyverable ore reserves, the Company’s ability
to obtain the necessary financing to complete tligvelopment and realizing profitable

production or proceeds from the disposition therbtdnagement’s estimates of recoverability of
the Company’s investment in various projects haaentbased on current conditions. However, it
is reasonably possible that changes could occtingnnear term which could adversely affect
management’s estimates and may result in futureesdlowns of capitalized property carrying

values.

From time to time, the Company may acquire or dispof properties pursuant to the terms of
option agreements. Due to the fact that optionseaszcisable entirely at the discretion of the

optionee, the amounts payable or receivable areeworded. Option payments are recorded as
mineral property costs or recoveries when the paysn@re made or received.

13



FAR WEST MINING LTD.
Management’s Discussion & Analysis

Stock-based Compensation and Value Attributab\Wdorants

The fair value of stock options and value attriblgato warrants are determined by the Black-
Scholes option pricing model, which requires the@uinof highly subjective assumptions,
including the expected price volatility of the Coammy’s common shares and the expected life of
the options. Changes in the subjective input astiong can materially affect the fair value
estimate, and therefore, the model does not nadggseovide a reliable single measure of the
fair value of the Company’s stock options grantedted during the year.

Future Income Taxes

The Company recognizes future income tax assets whg more likely than not that the future
income tax assets will be realized. This assumpsidrased upon management’s determination of
future circumstances and events. As at Decembe2®13, a valuation allowance of $4,172,653
has been recorded against the net potential fitamne tax assets associated with the Canadian
and Chilean loss carry-forwards and certain othedludtible temporary differences as their
utilization is not considered more likely than radt this time. At September 30, 2009, the
Company has recorded a future income tax liabdityp512,784 which is the amount by which
estimated future income tax liabilities exceed reated future income tax assets net of the
valuation allowance.

Changes in Accounting Policies

Effective January 1, 2008 the Company adopteddhewing Canadian Institute of Chartered
Accountants (“CICA”) accounting standards:

Section 1400 — Going Concern establishes a newiregnent for management to make an
assessment of an entity’s ability to continue agoang concern when preparing financial
statements.

Section 1535 — Capital Disclosures establishesdatals for disclosing quantitative and
gualitative information about the Company’s capaad how it is managed, thereby enabling
users to evaluate the Company’s objectives, paliaiel processes for managing capital.

Section 3031 — Inventories prescribes the accogrttieatment for inventories and provides
guidance on the determination of costs and itsespEnt recognition as an expense, including
any write down to net realizable value. It alsovinles guidance on the cost formulas that are
used to assign costs to inventories.

Section 3862 and 3863 — Financial Instruments €l@ssires and Presentations require additional
disclosure of the significance of financial instrems to the Company’s financial position and

performance as well as quantitative and qualitatiermation that enable users to evaluate the
nature and extent of risks arising from those fai@nnstruments.

International Financial Reporting Standards

In February 2008, the CICA confirmed that Interoadél Financial Reporting Standards ("IFRS")
will be mandatory in Canada for all publicly acctabie entities for fiscal periods beginning on
or after January 1, 2011. The Company is analytivegimpact of IFRS on its consolidated
financial statements and anticipates that theré lveilchanges in accounting policies that may
materially affect the Company’s financial statenseiiio date, management has adopted a process
to develop a project plan which identifies the letgps and assignment of responsibilities for
each of those steps to ensure a successful tansithese key steps includetlining potential
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conversion issues unique to our industry, addrgssitaff training requirements to ensure
sufficient IFRS knowledge, and identifying potehtiexternal advisors needed to assist
management.

Shareholder Rights Plan

The Company adopted a Shareholder Rights Plan @lhe”) on March 25, 2004 that was
approved by the shareholders at the 2004 Annuae@eMeeting. The terms and conditions of
the Plan provided for the expiry of the Plan, uslesconfirmed by the shareholders of the
Company at the 2008 annual meeting of the sharefmlReconfirmation of the Plan was
approved by the shareholders of the Company arthaal meeting held on April 29, 2008.

Stock Option Plan

The Board of Directors adopted a new stock optitam pn compliance with the rules of the
Toronto Stock Exchange under which the Company grapt stock options up to 10% of the
issued capital of the Company on a rolling badike plan was approved by the shareholders of
the Company at the annual meeting held on May @720

On January 22, 2009, the Company granted 1,327400€k options to directors, officers,
employees and a consultant exercisable at a prig&.88. Of the total options granted during the
year, 1,285,000 are exercisable for a period ofyegrs with one-half of the options vesting
immediately and one-half on July 22, 2009. 42,00flons are exercisable for a period of three
years and vest over a period of twelve months camemg January 22, 2009.

On April 30, 2009, the Company granted 55,000 stuutions to a director exercisable at a price
of $1.38. These stock options have no vesting gerio

Outstanding Share Data

At November 6, 2009, the Company had the followsiwres, special warrants, and share
purchase warrants and options outstanding:

1. 62,065,016 common shares (including 3,175,000 apegrrants with the holder of each
special warrant entitled to acquire one commonesfarno additional consideration)

2. 3,938,500 common share purchase options with ahtexigaverage exercise price of
$2.70 expiring at various dates between May 5, 200DApril 30, 2019.

3. 404,100 transferable share purchase warrants, eachant entitling the holder to
purchase one common share at a price of $5.25pee sintil June 21, 2010.

4. 40,410 non-transferable agents’ warrants, eachawaentitling the holder to purchase
one common share at a price of $5.25 per sharkeJumi 21, 2010.

5. 4,901,961 transferable share purchase warrant$, wacrant entitling the holder to
purchase one common share at a price of $2.7%pee sintil October 30, 2011.

Cautionary Language

The Company’s MD&A contains statements that comsitforward-looking statements”. Such
forward-looking statements involve known and unknomsks, uncertainties and other factors
that may cause our actual results, performancelie@ements, or developments in our industry,
to differ materially from the anticipated resul{serformance or achievements expressed or
implied by such forward-looking statements. Forwimaking statements are statements that are
not historical facts and are generally, but notagisy identified by the words "expects," "plans,"
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"anticipates,” "believes," "intends," "estimatefplojects,” "potential” and similar expressions, or
that events or conditions "will," "would,"” "may,t6uld" or "should" occur. Information inferred
from the interpretation of drilling results andanfation concerning mineral resource estimates
may also be deemed to be forward looking statemasti constitutes a prediction of what might
be found to be present when and if a project igalyt developed. Forward-looking statements in
this document include statements regarding the @orip expectations regarding drilling and
exploration activities on properties in which th@n@pany has an interest; the Company’s
statements regarding estimates of resources orpi@pin which the Company has an interest;
the Company’s expectations regarding the amountaaledjuacy of its cash reserves in future
periods, and the Company’s expectations regardiegaimount of expenses in future periods.
There can be no assurance that such statementproie to be accurate. Actual results and
future events could differ materially from thosetieipated in such statements. Readers are
cautioned not to place undue reliance on theseaf@ooking statements that speak only as of
their respective dates.

Important factors that could cause actual resutdiffer materially from the Company’s
expectations include among others, risks relateffuttiuations in mineral prices; uncertainties
related to raising sufficient financing to fund pteed work in a timely manner and on acceptable
terms; changes in planned work resulting from wetlogistical, technical or other factors; the
possibility that results of work will not fulfill xectations and realize the perceived potential of
the Company's properties; uncertainties involvedhim estimation of resources; the possibility
that required permits may not be obtained in altimgnner or at all; the possibility that capital
and operating costs may be higher than currenttymated and may preclude commercial
development or render operations uneconomic; tissipitity that the estimated recovery rates
may not be achieved; risk of accidents, equipmeatldowns and labour disputes or other
unanticipated difficulties or interruptions; the sgiility of cost overruns or unanticipated
expenses in the work program; the risk of enviromiglecontamination or damage resulting from
the Company’s operations; and other risks and tmiogies discussed under the heading “Risk
Factors” and elsewhere in the Company’s documeiles from time to time with the Toronto
Stock Exchange and Canadian securities regulatwswyard-looking statements are based on the
beliefs, estimates and opinions of the Company'siagament on the date the statements are
made. The Company undertakes no obligation to eptttetse forward-looking statements in the
event that management's beliefs, estimates orasnbr other factors, should change, except as
required by applicable securities law.

This MD&A uses the terms “inferred resources”, ‘itated resources”, “measured resources”,
and “mineral resources”. The Company advises redtiat although these terms are recognized
and required by Canadian securities regulationdduNational Instrument 43-101 “Standards of
Disclosure for Mineral Projects”), the US Secustiand Exchange Commission does not
recognize these terms. Readers are cautioned ragstome that any part or all of the mineral
deposits in these categories will ever be convertedreserves. In addition, “inferred resources”
have a great amount of uncertainty as to theirtexee, and economic and legal feasibility. It
cannot be assumed that any part of an Indicatebhferred Mineral Resource will ever be
upgraded to a higher category. Under Canadian,relimates of Inferred Mineral Resources
may not form the basis of feasibility or pre-fedip studies, or economic studies except for a
Preliminary Assessment as defined under Natiorsitument 43-101. Readers are cautioned not
to assume that part or all of an inferred resoaists, or is economically or legally mineable.
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Corporate Disclosure Practices and Policies

The Company maintains a system of internal contm|srovide reasonable assurance that assets
are safeguarded and financial information is adeusad reliable. The Board of Directors has the
responsibility to understand the principal riskstloé business of the Company and to confirm
that there are systems in place that effectivelpitoo and manage those risks with a view to the
long-term viability of the Company. Committees otBoard presently consist of an Audit
Committee and a Compensation Committee. The Audih@ittee consists of three unrelated
outside directors. The role of the Audit Commitiseto review the Company’'s financial
statements and the financial disclosure that idigyldisseminated, to review the systems of
internal controls, and to monitor the performancel dhe independence of the Company’s
external auditors. The Compensation Committeeistinef three unrelated outside directors The
role of the Compensation Committee is to develapaprove the corporate goals and objectives
relevant to the compensation of the Chief Execu@¥ficer, to recommend levels of executive
compensation, and to administer the Company’s stption plan.

Management of the Company has designed and esiadbldisclosure controls and procedures to
ensure that information disclosed in this MD&A ahé interim financial statements for the three
and six months ended June 30, 2009 was properyded, processed, summarized and reported.
The Company’s Chief Executive Officer and Chief d&ninial Officer have evaluated and are
satisfied with the effectiveness of these disclestontrols and procedures to the end of the
period covered by this report.

The Chief Executive Officer and Chief Financial iogF acknowledge responsibility for the
design of internal control over financial reportirapnd confirm that there were no changes in
these controls that occurred during the most reirdatim period which materially affected, or
are reasonably likely to materially affect, the @@my’s internal control over financial reporting.

Approval

The Audit Committee, on behalf of the Board of Biwgs, has approved the disclosure contained
in this interim MD&A.

A copy of this management discussion and analysid previously published financial
statements, management discussions and analyssllaas other information is available on the
SEDAR website alvww.sedar.comand on the Company's websitenatw.farwestmining.com
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