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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 Companid) the year ended December 31, 2009 has
been prepared as of March 26, 2010 and includasdial and other information up to the date of
this report. The MD&A should be read in conjunctiwith the Company’s audited consolidated
financial statements for the year ended DecembgR@19 and related notes thereto which have
been prepared in accordance with generally acceptedunting principles in Canada. The
Company’s MD&A contains statements that constitfiteward-looking statements” and other
cautionary notices (see page 18).

Description of Business

The Company is a mineral exploration company primmangaged in the evaluation, acquisition
and exploration of mineral properties in Chile afdstralia. The Company is currently
advancing the Santo Domingo project in Chile andies out seasonal exploration on 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 and Significant Events
Santo Domingo project, Chile

On April 28, 2009, the Company announced that Séditson RPA had conducted a new
resource estimate for the Santo Domingo Sur/Iri$ 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 drilldsocompleted 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. The Int#daResource increased to 383M tonnes from
171M tonnes.

The Company conducted a re-analysis of 7,400 RICathip samples from the Santo Domingo
Project and has established that the iron grade3@B% higher than previously indicated. This
program was implemented following iron metallurdiesork 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 8anto Domingo and Iris Norte deposits. The
demonstrated higher iron grade for the Santo Domipgpject is expected to improve the

economics of the project.

The Company recently received new results from onggmetallurgical test work. The tests were
designed to duplicate the copper recovery and curate grade that has previously been
achieved using fresh water. The progression optbgct is now independent of the acquisition
of water rights in the region.

On February 27, 2010, Chile suffered an 8.8-magdritguake which struck about 325 kilometres
south of the capital, Santiago near the city of ¢gémeion. The Company’s Santo Domingo

project is located in region Il to the North oktimpacted area and is not directly affected by the
earthquake. The office in Santiago suffered onlgandamage.



FAR WEST MINING LTD.
Management’s Discussion & Analysis

Georgetown project, Queensland, Australia

In 2009 the Company conducted a diamond drill maog(six holes for a total of 864m) at the

Robin Hood prospect to test ground-based gravibpbgsical anomalies. Two drill holes located

over 200m apart, intersected a thin horizon ofdgiébr mineralization at shallow depth. Assays

for the two one metre wide intercepts returned @b and 12.3g/t Ag and 0.66% Pb and 4.4g/t
Ag respectively. The other four holes failed teensect mineralization.

To the south of the area drilled, high grade saméeg. 13.45% Pb and 588 g/t Ag) were
discovered on the surface where future exploratiork will be focused. The prospective zone at
Robin Hood now covers a strike length of more thAO0 metres.

Financing

The Company completed a $10 million financing intdber, 2009 with Quadra Mining Ltd. The

proceeds of this financing are to be used to advdhe development of the Santo Domingo
project in Chile. In accordance with the termstioé financing a joint technical advisory
committee has been established to monitor the vpodgrams which will include additional

drilling and metallurgical studies.

Mineral Properties
Santo Domingo project - Chile

The Company is exploring for iron-oxide hosted ampgold (“IOCG”) deposits in the
Candelaria Copper Belt of northern Chile. The 8dmingo 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. dfdDecember 31, 2009, the Company has 161
mineral concessions in the Candelaria Copper Bekring 43,058 hectares including 80 mineral
concessions within the Santo Domingo project ace@ring 20,058 hectares.

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

The Company’s 100% interest in the Santo Dominggept properties was acquired from BHP
Billiton, Empresa Nacional de Mineria (“‘ENAMI”), @hilean 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”). The&coping Study report indicated positive
project NPVs in a variety of metal price scenaridhe Scoping Study was based on a resource
estimate by Scott Wilson Roscoe Postle & Associét®sott Wilson RPA”) in October 2007.
The cut-off grades for the mineral resource esenpatblished 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 thire resource estimates should be
estimated using iron as well as copper and gold.
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Resource estimate

On April 28, 2009, the Company announced that S@gtson RPA had conducted a new
resource estimate for the Santo Domingo Sur/Iri$ 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 drilldsocompleted 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 recqyereatment charges/refinement charges
(“TC/RC"), royalty charges and transport costsdach metal 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

Table 1 shows Indicated and Inferred Mineral Resesirat various copper equivalent cut-off
grades and provides the average grade of each atdbed respective cut-off grade.

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

Cut-off Tonnage CuEq
(% CUuEQ) Category (MY) (%) Cu (%) Fe (%) Au (gft)
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 grdde2b% Cu Equivalent.
3. Copper Equivalent grades are calculated using gedomg-term prices of US$2.25/Ib Cu,

US$950/0z Au and US$74/tonne Fe metal ($50/tonneattrate @ 67.5% Fe).
4. Cu and Fe Equivalence calculations are as statémitext of NR 28 April 2009.
5. Metallurgical recovery factors were applied as dbed in NR 28 April 2009.

» see News Release 28 April 2009
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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 Iris 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 lma produced that will range from 27% Cu @
89% recovery, to 30% Cu @ 87% recovery. Gold recpwas 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 Germaye 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

of mine ore. After optimization, it was determintidit the best product could be produced by
applying a rougher and two cleaning stages witlrimdiqng 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 metaltemium, 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 minelvidé 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 talpand 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 economicatiypla.
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Activities during the fiscal year

The Company submitted 7,400 drill chip samples ftbenSanto 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 dngp&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 meag susceptibility readings on Santo
Domingo material. The susceptibility data will bedeled 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.

Activities subsequent to December 31, 2009

In February, 2010, the Company received very p@sitiesults from ongoing seawater
metallurgical test work by essentially duplicatitige copper recovery and concentrate grade
achieved using fresh water with copper recoverie8580-87% and high concentrate grades of
27%-28% Cu.

As the project is located in the very dry Atacanes@&t where water rights are expensive and in
high demand, these recent results open the veryadipg avenue of using sea water in place of
fresh water. The development of the project is mmependent of the acquisition of water rights

in the region.

In March, 2010, the Company completed 14,000 mehif program at Santo Domingo.
Diamond drilling was carried out to collect sampiaterial for metallurgical testing and reverse
circulation (RC) drilling to tighten the drill spiaag within the initial five year pit envelope
designed in the 2008 scoping study. This datalelincorporated in the planned Pre-Feasibility
Study (PFS).

Eleven inclined RC holes were strategically plagégthin the five year pit design and were

drilled to a depth of 250 metres exceeding the mari depth of the five year pit. The assay
results for the eleven holes drilled confirms tin&t copper, iron and gold grades will be higher in
the five year pit envelope than the average gradthe deposit.

A new resource estimate report is to be compleyetline, 2010.

Initial crushing and grinding test work on sampfesn the first two shipments of drill core,
comprising approximately 15,000kg of material ngprogress. The results from the crushing and
grinding test work will be used to update the riiloughput calculation that is an important input
to the PFS. A thorough metallurgical test work pamg has also been designed to test a
representative composite sample as well as to abrduiability testing.

The results from the resource report, the crushimdy grinding test work, and the metallurgical
test work will be incorporated in the planned PB6the Santo Domingo project. The grinding
test work, the copper metallurgy, and iron metgyumust be scheduled sequentially for the
completion of the PFS by December, 2010.
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Regional exploration — Chile (Copper — Iron — Gold)

In December 2008, the Company acquired new exmarataims in the IOCG belt of Chile. The
claims are located to the north and northeasteoB#mto Domingo property. The Company intends
to add to its exploration properties in other ateasapitalize 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 sigctihe one that hosts the Santo Domingo deposit.
The survey covered claims acquired in 2008 andifteha number of large anomalies that will be
followed up by additional ground geophysics usiifipent 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 aresatihea 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 AQ).

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

Robin Hood prospect to follow up encouraging delsults and high-grade surface samples. The
survey covered an area of just under 2laha station spacing of 50 metres. Several gravit

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

in drill holes from 2008.

The anomalies were modelled at shallow depth apgirdi steeply over a strike length of several
hundred metres. The geophysical response indicatggblially high rock densities consistent with or
indicative of the targeted BHT mineralization.

In August 2009, the Company conducted a diamondptdagram (six holes for a total of 864m) at
the Robin Hood prospect. Drill holes GB19-10 and1GB2 were drilled over 200m apart and
intersected a sequence of strongly metamorphoseldsgrschist 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 seturned 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 sawphdicate that the southern part of the Robin
Hood prospect is the most prospective part of tbpasty 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 gablbd/ax foliated amphibolite at shallow depth.
Density measurements of the gabbro and amphihaiis returned values of 3-3.2 gfsmrmuch
lower than the densities used to model the graaiymalies. 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 thakatiighand gabbro bodies that could represent
massive mineralization.
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Future Outlook and Strategy
Chile

The Company continues to advance the Santo Donpngject to the development stage. The
project received a significant boost with the $liliom private placement from Quadra Mining
Ltd. The proceeds of this financing are to be usezbnduct further work with a view to advance
the project to the next decision point. The capitgction was subject to certain conditions:

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

» hiring a project manager 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 thedwihg work:

* Conduct metallurgical studies (variability studms copper and magnetic iron recovery
using both fresh water and seawater) to determnoeegsing 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 thetatlurgical 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.

* Preparation of a new resource report for compldiypthe end of June, 2010.
* Preparation of a Pre-Feasibility study for completoy December, 2010
Australia

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

the ground geophysical survey at the Robin Hoodpeot. 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 explorapimjects, the Company will require

additional funding in 2010 through equity financimg other alternative financing arrangements.
The selection of one or more methods of financinly 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 December 31, 2009, the Company had cash andezpskialents of $9,631,470 and working
capital of $9,192,160The Company has no long-term debt obligations itia@gact liquidity or
future cash flows. Long-term obligations consideloof the non-current portion of a leasehold
inducement in the amount of $49,942 and futurermetax liabilities of $776,980. The Company
is primarily dependent on the equity markets teadunds for planned operations. Future cash
requirements will depend primarily on the extent fature exploration and development
activities. The Company will require additionahdincing in 2010 to complete certain planned
exploration and development activities and fundegehand administrative costs.

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 tonaf the financial and metals markets.

Consolidated Financial Results of Operations

The loss and comprehensive loss for the year wd18637 compared with $4,786,628 for the
previous year.

Significant differences in general and administatexpenses for 2009 compared with 2008
include:

* Expenditures incurred on mineral properties that@ompany has abandoned or plans to
abandon in Chile and Australia were written-off idgr the year in the amount of
$3,590,088 and additional closure costs relatedh® Farallon Negro property in
Argentina were charged to general exploration egpeim 2008, the Company wrote off
$1,876,402 with respect to Farallon Negro property.

* Salaries and benefits increased to $754,137 frob2,$63. The change is a result of the
payment of cash compensation to the independestttdins. Cash compensation was paid
to directors commencing in the fourth quarter &0

* Stock based compensation expense decreased to9®B%2from $1,647,520. The
decrease is primarily attributable to tpplication of the Black-Scholes valuation to
a lower average stock price at the time of grarihefoptions.

* Interest income declined to $22,188 from $187,98& decrease is primarily attributable
to a smaller average cash balance during the yehrealuced interest rates.

* Legal expenses decreased to $104,913 from $16&6%bresult of the reduced use of
legal services.
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Summary of Quarterly Results
(Expressed in thousands of Canadian dollars)

Dec. 31| Sep.30 Jun.30 Mar. 81 Dec.|31 Sepl 30 Jup. 30r. @
2009| 2009°| 2009 2009 2008"|  2008| 2008™ 2008
$ $ $ $ $ $ $ $
Interest revenue B 1 1 17 51 52 42 43
Loss and
comprehensive
loss for the
quarter before
extraordinary
items (670) (3,789 (804 (887 (2,040] (442) (1,905 (397
Per share - basic
diluted (0.01 (0.07 (0.01 (0.02 (0.03 (0.01 (0.04 (0.01
Loss and
comprehensive
loss for the
quarter (670) (3,789 (804 (887 (2,042 (442) (1,905 (397
Per share - basic
diluted (0.01 (0.07 (0.01 (0.02 (0.03 (0.01 (0.04 (0.01
Total assets 44,07Dp 34,124 37,479 38,121 38,330 39,383| 29,851| 30,251

() Loss and comprehensive loss for the quartesiuied the write-off of exploration
expenditures for mineral properties in Chile of 824,171 and in Australia of $1,189,700
for a total of $3,363,871.

(i) Loss and comprehensive loss for the quartesriuded the write-off of all exploration
expenditures in Argentina in the amount of $1,808,4

(i) Loss and comprehensive loss for the quartacluded stock-based compensation of
$1,566,623.

The loss for the fourth quarter of 2009 was $663,é8mpared to a loss of $2,041,681 for the
fourth quarter of 2008. Significant differenceslute the following:

 The Company recorded a mineral property write-offlie fourth quarter of 2008, with
respect to the Farallébn Negro property, Argentinathe amount of $1,876,402. The
mineral property costs written off in the fourthagter of 2009, with respect to the
Georgetown project, Australia, were $292,738.

» Stock-based compensation for options granted infitlse nine months of 2008 was
recalculated in the fourth quarter and an adjustmmeade to reduce stock-based
compensation by $180,993. No similar adjustmentmade in 2009.
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e Salaries and benefits were $194,107 for the foaguhrter of 2009 compared with
$189,254 for 2008. The increase is attributablealary increases for employees during
the fourth quarter of 2008, payment of fees toadoes and reducing the amount of salary
capitalized to mineral properties.

» Foreign exchange loss for the fourth quarter of2@8s $5,426 compared with a foreign
exchange loss of $31,789 for 2008. In the fourtartgr of 2008, the Company incurred a
foreign exchange loss on the decline in value ofdoiar deposits.

The Company had cash and cash equivalents at Dec&tp2009 of $9,631,470 compared with
$8,555,376 at December 31, 2008 and working capite$9,192,160 at December 31, 2009
compared with $7,936,080 at December 31, 2008. CThepany will require additional
financing to fund operations planned for the foliogvyear.

Accounts payable and accrued liabilities at Decen3de 2009 were $803,982 compared with
$923,952 at December 31, 2008.

Financing Activities

The Company received $573,920 from the exercisg48f500 share purchase options during the
year compared with $915,034 from the exercise @§Z00 stock options during 2008.

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 year, the Company incurred mineral prgpeosts in the amount of $8,230,459
including non-cash stock based compensation of 0B6and has written off $3,590,088 of
expenditures incurred on properties that it hasidbaed or plans to abandon. Mineral property
costs were incurred in the following geographicare

Balance at Exploration cogts Exploration cots Balance at
Project Dec. 31, 2008 incurred in 20P9 written ofRDD9] Dec. 31, 2009
Australia $ 3,302,448 $ 541,963 $ (1,482,438% 2,361,973
Canada 20( - - 200
Chile 25,726,362 7,688,496 (2,107,650) 31,307,208
TOTAL $ 29,029,010 $ 8,230,459 $ (3,590,088)% 33,669,381
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Selected Annual Information

Years ended December 31
2009 2008 2007

(thousands of Canadian dollars) $ $ $
Revenues

Interest income 22 188 374
Loss and comprehensive loss from

operations (6,150) (4,787) (3,382)

Per share - basic & diluted (0.1») (0.09) (0.07)

Total assets 44,07D 38,33 30,329
Long term liabilities 827 57 It
Cash dividends per share il il nil

Qualified Persons

The in-house qualified person responsible for theiew of the technical content of this
Management's Discussion and Analysis is RichardZiimer, 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 futureijafale 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 potesdiaices of capital which reduction may have
an impact on the Company’s ability to raise add#iocapital. The duration of the current
economic conditions cannot be predicted. The aviditha of 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 iddy risk by reviewing the risk
characteristics of its mineral properties and otssets, by curtailing any non-essential expenses
to conserve cash resources, and by considerirgptbeor joint venture of assets. Failure to obtain
necessary financing may result in delays or indefisuspension of exploration and development
programs and possible loss of the Company’s mirgoglerty interests.

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. Jdéaéactors impact upon the Company’s ability to
finance its programs and to carry on operations.

12
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Mineral development involves a high degree of rik very few properties warrant the
considerable expenditures required to initially Sahtiate 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 latate Chile, Australia and Canada. As a
result, the Company is subject to geographicalpoiitical risks including currency fluctuations,

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

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 themile 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, 20the shareholders of the Company elected
Mr. Donald R. Seaman as a director.

Off-Balance Sheet Arrangements

The Company does not have any off-balance shemtgagments and does not contemplate such
arrangements in the foreseeable future. Thereaoemtingent liabilities.

Transactions with Related Parties

During the year, the Company incurred legal fed¢snased at $196,839 (2008 - $275,341) for
various legal services and to a law firm in whiclldieector of the Company is a partner. At
December 31, 2009, no amount was estimated toysb[gato the law firm (December 31, 2008 -
$36,174). These transactions are in the normalseouof operations and are measured at the
exchange amount, which is the amount of consideratstablished and agreed to by the related
parties.

Commitments and Contractual Obligations

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

2010 $ 133,000
2011 141,000
2012 141,000
2013 141,000
2014 93,000

8 649,000
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Critical Accounting Policies and Estimates

The preparation of financial statements in accardamwith Canadian generally accepted

accounting principles requires management to makienates and assumptions that affect the
reported amount of assets and liabilities, thelaisze of commitments and contingencies at the
date of the financial statements, and the repaatadunt 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 esaad liabilities. The Company’s accounting
policies are set out in full in note 2 of the aadittonsolidated financial statements for the year
ended December 31, 2009.

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 showniaaral properties represent costs incurred
to date less amounts amortized and/or written pff 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 atiteuestimated future costs of maintaining its

mineral properties in good standing.

In the event that reserves are determined, thgiogrralues 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 propeiitl be written down to its net recoverable

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

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

production or proceeds from the disposition therbtEnagement’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 futureexdlowns 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 paysngre made or received.

Stock-based Compensation and value attributableatwants

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 Coamy’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 neatlggsovide a reliable single measure of the
fair value of the Company'’s stock options grantedafed during the year.
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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 assumpsidiased upon management’s determination of
future circumstances and events. As at Decembe2®19, a valuation allowance of $4,785,556
has been recorded against the net potential firlamne 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 December 31, 2009, the
Company has recorded a future income tax liabdityp776,979 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, 2009 the Company adoptedal@wing Canadian Institute of Chartered
Accountants (“CICA”) accounting standards:

Section 3064 establishes revised standards forgnégon, measurement, presentation and
disclosure of goodwill and intangible assets. Q@orent with the introduction of this standard,
the CICA restricted the application of Emergingulss Committee (“EIC”) abstract 27, Revenues
and Expenditures in the Pre-operating Period (“EIQ.

Section 3855 was amended to permit or require ftaicecircumstances entities to reclassify
certain investments in debt instruments. The gudamegarding impairment measurement for
held-to-maturity debt instruments was also ameradetrequire reversals of impairment of losses
for available-for-sale debt instruments when caodg have changed. These amendments apply
only to investments in debt instruments and doapgly to investments in equity instruments or
to debt instruments that have been designatedgiation as held for trading.

Section 3862 was amended to require disclosurest abe inputs to fair value measurements of
financial instruments, including their classificatiwithin a hierarchy that prioritizes the inpus t
fair value measurement. The three levels of thevieue hierarchy are:

» Level 1 — Unadjusted quoted prices in active markat identical assets or liabilities;

* Level 2 —Inputs other than quoted prices that deervable for the asset or liability
either directly or indirectly; and

» Level 3 - Inputs that are not based on observahlienhdata.

EIC 173,Credit Risk and the Fair Value of Financial Assatsl Financial Liabilities clarifies
that an entity’s own credit risk and the credik rid the counterparty should be taken into account
in determining the fair value of financial assetsl diabilities, including derivative instruments.
EIC 173 is applied retrospectively without restade@mof prior periods in interim and annual
financial statements for periods ending on or aftetuary 20, 2009.

EIC 174,Mining Exploration Costswhich provides guidance on accounting for caiziilon
and impairment of exploration costs.
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International Financial Reporting Standards

In February 2008, the CICA confirmed that Interoadél Financial Reporting Standards ("IFRS")
will replace current Canadian generally acceptezbaating principles (“GAAP”) for publicly
accountable enterprises. This will result in therpany reporting under IFRS starting with the
interim period ending March 31, 2011, with restataimfor comparative purposes of amounts
reported under Canadian GAAP.

The Company’s IFRS conversion is carried out ire¢hphases: high-level impact assessment,
detailed evaluation, and implementation and review.

The Company has completed the highel impact assessment to identify key areasniat be
affected by the conversion. A review of the impactinformation technology and data systems,
internal control over financial reporting, discloswcontrols and procedures, financial reporting
expertise and training requirements, and businesgitees (including compensation programs
and other contractual arrangements).

Based on the analysis performed to date, the Comgsnnot expecting its information
technology and data systems, internal control divemcial reporting, disclosure controls and
procedures or its business activities to be siggifily impacted. The Company identified the
financial statement areas that may be affectechéyconversion to IFRS to include, exploration
and evaluation costs, foreign currency translaticare-based payments, income taxes, asset
impairment, and property, plant and equipment.

The detailed evaluation phase began in the thiedtguof 2009, which includes detailed analysis
of the IFRS — Canadian GAAP differences, and thectien of accounting policy choices under
IFRS. Based on the evaluation performed, the Cosnpancluded that the following areas will

have no financial statement impact:

Foreign currency translations: IFRS utilizes a fworal currency concept (currency of the
primary economic environment in which the entityemgies) to determine the method of
measuring foreign currency translation. CanadianABAuses the concept of integrated and
selfsustaining foreign operations. The Company detegthithat Canadian dollar is the
functional currency of the parent company andutssgliaries.

Property, plant and equipment: IFRS and CanadidAR>5contain the same basic principles for
property, plant and equipment; however, there angesdifferences. Specifically, IFRS requires
property, plant and equipment to be measured aticasccordance with IFRS, breaking down
material items into components and amortizing eaehseparately. In addition, unlike Canadian
GAAP, IFRS permits property, plant and equipmenbéomeasured at fair value or amortized
cost. The Company reviewed its fixed assets terdehe whether the current classification of
fixed assets needs further breakdown and concludat no further componentization was
necessary. Far West will continue to reflect i@perty, plant and equipment at amortized cost.

Impairment:; Under IFRS, the impairment calculatisra onestep process in which discounted
cash flows are compared to the carrying value eétas Canadian GAAP requires a tsiep
impairment test in which the Company must first pane undiscounted cash flows to the
carrying value of the assets, and only if the cHslvs are below the carrying value does
management need to discount the cash flows to latdcimpairment. When the Company does
not have a basis for preparing a projection ofasgmated future cash flow from an asset, the
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Company will continue its current practice, consitg significant adverse changes in the
business climate in determining whether subseqwete-down of capitalized exploration costs
is required, in order to justify its fair value.

Share-based payment transactions: IFRShare-based Paymenhly requires recognition of
equity instruments in respect of share-based palytr@msactions granted prior to the transition
date. The Company expects to apply IFRS 2 to ginstruments granted after July 2, 2010 that
have not vested by the transition date.

Many of the IFRS-Canadian GAAP differences will hatve a material impact on the Company’s
reported financial results and position but mostiguire expanded disclosures. Differences that
could result in a material impact include, but may be limited to:

Provisions and contingent liabilities: Under IFRSprovision is to be recognized when (a) there
is a present obligation as a result of a past aaim or event; (b) it is probable that an outflow
of resources will be required to settle the oblmgagtand (c) a reliable estimate can be made of the
obligation. The threshold for recognition of a yislon under Canadian GAAP is higher than
under IFRS. Therefore, it is possible that sonmingent liabilities which would not have been
recognized under Canadian GAAP may meet the @itieni recognition as a provision under
IFRS.

Income taxes: IAS 1thcome Taxegprescribes that an entity account for the tax cpmseces

of transactions and other events in the same watyitlaccounts for the transactions and other
events themselves. Therefore, where transactiwhether events are recognized in earnings, the
recognition of deferred tax assets or liabilitidsietr arise from those transactions should also be
recorded in earnings. For transactions that ezegrézed outside of the statement of earnings,
either in other comprehensive income or directlgquity, any related tax effects should also be
recognized outside of the statement of earningse impact to FWM should be restricted to tax
effects on the unamortized share issue costs prelyicharged to equity in fiscal years 2006 to
2009 that are deductible for tax purposes oveveayfear period.

The detailed evaluation phase will continue throtighfirst half of 2010.

The implementation and review phase will beginhe second quarter of 2010 and continue
through the fiscal year. This phase includes implatation of the required changes necessary for
IFRS compliance. Final decisions on accountinggyotihoices and IFRS 1 exemptions will be
approved and changes to business processes amhlrgentrols resulting from policy changes
will be implemented. Also included is the delivarfyIFRS training and the development of an
external communication plan. Preparation of an omenFRS balance sheet and IFRS
comparatives for 2010 reporting periods will come®muring this phase. The Company will
monitor changes in IFRS leading up to the JanuarRQlll adoption date, and update its
conversion efforts as required.

Shareholder Rights Plan

The Company adopted a Shareholder Rights Plan @lhe”) on March 25, 2004 that was
approved by the shareholders at the 2004 Annuaé@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 aarheial meeting held on April 22008. If
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the Plan is not reconfirmed by the shareholdees,Rlan will expire on the close of the
Company’s 2013 annual meeting.

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 07 2{hd the policies of the Toronto Stock
Exchange require approval of the plan every theses; Shareholders will be asked to reconfirm
this plan at the 2010 annual and special generatinge

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 cameimg January 22, 2009.

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

On March 22, 2010, the Company granted 1,735,008ksbptions to directors, officers,
employees and a consultant exercisable at a pfi5.80. The options are exercisable for a
period of ten years with one-half of the optionstigy immediately and one-half on September
22, 2010.

Outstanding Share Data

At March 26, 2010, the Company had the followingrels, special warrants, and share purchase
warrants and options outstanding:

1. 62,395,516 common shares (including 3,175,000 apegrrants with the holder of each
special warrant entitled to acquire one commonesfarno additional consideration)

2. 5,235,000 common share purchase options with ahiexigaverage exercise price of
$3.64 expiring at various dates between Novemb208) and March 22, 2020.

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, eachawaentitiing the holder to purchase
one common share at a price of $5.25 per shareJumi 21, 2010.

5. 4,901,961 transferable share purchase warrant$, wacrant entitling the holder to
purchase one common share at a price of $2.75%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 unknomigks, 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. Forwiking statements are statements that are
not historical facts and are generally, but notagisy identified by the words "expects," "plans,"
"anticipates,” "believes," "intends," "estimateflojects,” "potential” and similar expressions, or
that events or conditions "will," "would," "may,t6uld" or "should" occur. Information inferred
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from the interpretation of drilling results andadnfnation 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 isadlyt developed. Forward-looking statements in
this document include statements regarding the @oip expectations regarding drilling and
exploration activities on properties in which th@n@pany has an interest; the Company’s
statements regarding estimates of resources oreiegpin 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 regardirgamount of expenses in future periods.
There can be no assurance that such statementpraoie 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 thesedioooking statements that speak only as of
their respective dates.

Important factors that could cause actual resudtdiffer materially from the Company’s
expectations include among others, risks relatefiutiuations in mineral prices; uncertainties
related to raising sufficient financing to fund pheed work in a timely manner and on acceptable
terms; changes in planned work resulting from wesgtlogistical, 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 involvedhin estimation of resources; the possibility
that required permits may not be obtained in alyim@anner or at all; the possibility that capital
and operating costs may be higher than currenttynated and may preclude commercial
development or render operations uneconomic; ttesipitity that the estimated recovery rates
may not be achieved; risk of accidents, equipmeaaldowns and labour disputes or other
unanticipated difficulties or interruptions; the ssiility of cost overruns or unanticipated
expenses in the work program; the risk of enviromalecontamination or damage resulting from
the Company’s operations; and other risks and taic¢ies discussed under the heading “Risk
Factors” and elsewhere in the Company’s documeled 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 epitiese forward-looking statements in the
event that management's beliefs, estimates ora@nbr 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 reaitiat although these terms are recognized
and required by Canadian securities regulationdguNational Instrument 43-101 “Standards of
Disclosure for Mineral Projects”), the US Secustiand Exchange Commission does not
recognize these terms. Readers are cautioned radstame 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 theirtexi®, and economic and legal feasibility. It
cannot be assumed that any part of an Indicatethferred Mineral Resource will ever be
upgraded to a higher category. Under Canadian,relfmates 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 Natiorsttument 43-101. Readers are cautioned not
to assume that part or all of an inferred resoasgsts, or is economically or legally mineable.

Corporate Disclosure Practices and Policies

The Company maintains a system of internal contm|srovide reasonable assurance that assets
are safeguarded and financial information is adeuaad reliable. The Board of Directors has the
responsibility to understand the principal riskstloé business of the Company and to confirm
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that there are systems in place that effectivelpitoo and manage those risks with a view to the
long-term viability of the Company. The Board ofr&tors is responsible for reviewing and
approving the financial statements and ManagemeduBsion and Analysis. Committees of the
Board consist of an Audit Committee and a CompaémsaCommittee. The Audit Committee
consists of three unrelated outside directors. b of the Audit Committee is to review the
Company’s financial statements, management dismussind analysis, and any financial
disclosure that is publicly disseminated, to revte systems of internal controls, and to monitor
the performance and the independence of the Corgparternal auditors. If delegated by the
Board of Directors, the Audit Committee is respbiesifor the approval of interim financial
statements and the interim management discussidraalysis. The Compensation Committee
consists of three unrelated outside directors Tdle of the Compensation Committee is to
develop and approve the corporate goals and obgsctelevant to the compensation of the Chief
Executive Officer, to recommend levels of executm@mpensation, and to administer the
Company’s stock option plan.

Management is responsible for the existence andctdfeness of systems, controls and
procedures to ensure that that information usestnatly by management and used externally is
reliable and timely. The Company has a corporaselaure policy that covers disclosure in
documents filed with the securities regulators amitten letters to shareholders, presentations by
senior management, information contained on the [amyils web site and other
communications. The officers of the Company resjib@gor overseeing compliance with this
Policy are the Chief Executive Officer and Chiefidicial Officer.

Internal Control over Financial Reporting

Management of the Company is responsible for @staby and maintaining internal control over
financial reporting. Management has designed atabkshed disclosure controls and procedures
to ensure that information disclosed in this MD&Adathe annual financial statements for the
year ended December 31, 2009 was properly recopledessed, summarized and reported. Any
system of internal control over financial reportimgp matter how well designed, has inherent
limitations. Therefore, even those systems detaxthin be effective can provide only reasonable
assurance with respect to financial statement pagipa and presentation. Management has used
the Committee of Sponsoring Organizations of thea@lway Commission (COSO) framework to
evaluate the effectiveness of our internal corarar financial reporting. The Company’s Chief
Executive Officer and Chief Financial Officer hawvaluated and are satisfied with the
effectiveness of these disclosure controls andeaha@s to the end of the period covered by this
report. Based on this evaluation, management hasluted that as at December 31, 2008, our
internal control over financial reporting was effee.

The Chief Executive Officer and Chief Financial iO&r acknowledge responsibility for the
design of internal control over financial reportirapnd confirm that there were no changes in
these controls that occurred during the year eimEmémber 31, 2009 which materially affected,
or are reasonably likely to materially affect, t®mpany’s internal control over financial
reporting.

Approval

The Board of Directors has approved the disclosargained in this annual MD&A.

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