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DATE OF REPORT: AUGUST 14, 2009

The following is the management’s discussion aralyais (“MD&A”) of the consolidated operations, s
and financial position of Forsys Metals Corp arsl subsidiary companies and joint ventures (colledt]
“Forsys” or the “Company”) for the three months eddune 30, 2009. This MD&A has been prepared as of
August 14, 2009 and should be read in conjunctiibth the Company’s unaudited interim consolidategicial
statements for the three and six months ended 3un2009 and the Company’'s consolidated auditezhéial
statements for the periods ended December 31, a088anuary 31, 2008. This MD&A updates the annual
MD&A. No update is provided where an item is nottenel or where there has been no material charoye f
the discussion in our annual MD&A. The financiatements have been prepared in accordance withd@ana
generally accepted accounting principles (“GAAPAHditional continuous disclosure information retat®
Forsys, including press releases, quarterly andameports and Annual Information Form are avadgiom

the Company’s filings on SEDAR atww.sedar.com

Statements contained in this MD&A, which are notrent statements or historical facts are forwanmkilog
statements that involve risks, uncertainties amgrotactors that could cause actual results tediffaterially
from those expressed or implied by forward-lookétgtements. For more detail on these factors hgesdction
titled “Caution Regarding Forward Looking Inforn@tiand Statements” in this MD&A.

EXECUTIVE SUMMARY

At June 30, 2009 the Company has cash and cashadents of $32,022,674 after receiving proceeds of
$5,993,500 year-to-date ($110,000 during the quateled June 30) from exercise of warrants andkstoc
options and meeting operational expenditures.

During the six months ended June 30, 2009, the @amjncurred expenditures of $5,049,454 on deferred
exploration expenditures and $7,404,808 on capitslets, principally for long-lead time items andiah
construction of a permanent access road to theng@eJranium Project (“Valencia” or “Valencia Uram
Project”). Accounts payable and accrued liabiliiiesreased by $5,837,339 during the six months @ddee

30, 2009 principally as a result of the timing afyment of invoices for capital asset purchases.
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CURRENCY

The Canadian dollar is the reporting currency amdency of measurement of the Company. All dollaoants
are expressed in Canadian dollars unless otheexdeitly indicated.

On June 30, 2009, the noon rate of exchange asteepby the Bank of Canada for conversion of Naambi
dollars into Canadian Dollars was NAM$1 = CAD$0.250

NATURE OF THE BUSINESS

The Company is engaged in the business of acquigrpgloring and developing mineral properties, eith
independently, or through joint ventures, as appatgp The Company has interests in projects locate
Namibia, Africa. Currently, the main focus of therpany is on uranium, with the Valencia Uraniumj&eb
The recoverability of the amounts shown for min@ralperties and related expenditures is dependsnt: uhe
selling price of uranium at the time the Compartgmas to mine its properties; the existence of ecocally
recoverable reserves; the ability of the Companghtain the necessary financing to complete exptorand
development; government policies and regulationsg #&uture profitable production or proceeds from
disposition of such properties.

PrROPOSED SALE OF THE COMPANY

On October 14, 2008 Forsys announced that it wagdiusive negotiations with respect to the potdrsiale of
the Company. On October 21, 2008 a Special Comendt the Board of Directors of Forsys (the “Boandas
established to review and consider the proposeastef the transaction.

On November 14, 2008 the Special Committee unarsiyagesolved to recommend that the Board approee th
Arrangement described below and that the Boardmemend to the securityholders of the Company they th
vote in favour of the Arrangement. On November 2808 the Board unanimously approved the Arrangement
and resolved to recommend to the securityholdefoodys that they vote in favour of the Arrangementior

to recommending the transaction to the securitydrsidf the Company, the Board considered a number o
factors and has relied in part on an opinion frolBCWorld Markets Inc., financial advisors to ther@pany

in connection with the Arrangement, to the effdtitt subject to the assumptions and conditiongostt in
such opinion, the consideration to be receivedheyshareholders pursuant to the Arrangement isffain a
financial point of view, to such shareholders.

On November 14, 2008 the Company and George Fdnteshational Afrique S.P.R.L. (“GFI") (enteredtdna
definitive arrangement agreement (which was amengediay of an amendment agreement on January 28,
2009 and which was subsequently amended by wayfaftleer amendment agreement on April 2, 2009) (the
“Arrangement Agreement”) pursuant to which it isemded that GFI (or its nominee) will effectivelgcmire,

by way of a court-approved plan of arrangement @Agement”), all of the outstanding common shanebeé
capital of the Company (the “Common Shares”) onlihsis of $7.00 per Common Share in cash for each
Common Share, plus the “in the money” amount of amgtanding options and warrants of the Compahe. T
$7.00 per share consideration to be received potsaghe Arrangement values Forsys at approximasr8
million and represented a 55% premium to the averdgsing price of Common Shares on the TorontakSto
Exchange for the 20 trading days ending Novembef@B8 and a premium of 51% to the closing pricéhen
Toronto Stock Exchange on November 13, 2008. Thextirs, senior officers and certain other sechoityers
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of the Company entered into support agreements @#th pursuant to which they irrevocably agreeddte
their Common Shares (including any Common Shasemise upon the exercise of options and warrantiseof
Company) and their options and warrants, reprasgrdaipproximately 20.4% of the outstanding Common
Shares (calculated on a fully diluted basis) at tmae in favour of the Arrangement at the speaiaeting
convened for the purposes of approving the Arrargerfithe “Meeting”).

On January 28, 2009 the Company announced th&uperior Court of Justice of Ontario (Commerciadt).i
(the “Court”) issued an interim order (the “Interi@rder”) in connection with the Arrangement whidh,
approved by the Company’s securityholders, wouldlément the proposed Arrangement. The Interim Order
provided for the calling of the Meeting to considlee Arrangement. The Arrangement was subjectrmng
other things, the approval of the Court, receiptlbfnecessary regulatory approvals, the approyatdt less
than 66 2/3% of the votes cast by holders of Com®laares and by not less than 66 2/3% of the vatstisby
holders of options and warrants of the Company laolders of Common Shares (voting together) and the
satisfaction or waiver of other conditions precedem the Arrangement (including, amongst otherg th
provision by GFI of the funds necessary to compthate Arrangement). Pursuant to the terms of theriimt
Order, the hearing in respect of the final ordeapprove the Arrangement was to take place on May@®09,
with completion of the Arrangement to occur no fatean March 18, 2009. The Meeting was to be held o
February 27, 2009 at the Toronto offices of McCaiBtrault LLP at 10:00am (EST). Forsys securitgeos of
record as of January 26, 2009 would be entitlezttend and vote at the Meeting. Forsys statedet@tiurt that

it intended to mail the notice of the Meeting anch@nhagement information circular relating to theeliteg on
January 30, 20009.

On February 27, 2009 the Company announced thiditealeeting, Forsys’ shareholders, optionholdeid an
warrantholders approved the Arrangement. The fiedified results of the vote at the Meeting showet:

99.96% of Common Shares voted in favour of the Wgesment, 0.04% voted against. A total of
23,095,959 votes were cast, representing 29.938kgible outstanding Common Shares.

97.83% of eligible options voted in favour of ther&hgement. A total of 5,413,000 votes were cast,
representing all eligible outstanding options.

100% of warrants voted in favour of the Arrangemefttotal of 7,500,000 votes were cast, represgnti
all outstanding warrants.

These totals exceeded the required two-thirds efviites cast on the arrangement resolution by lsblaers
present in person or represented by proxy at thetiNg and shareholders, optionholders and warotaens
present in person or represented by proxy at thetintgvoting together. The Arrangement was, theéeeato be
submitted to the Court for a final order of apploea March 3, 2009. No registered shareholders cisexl
dissent rights with respect to the proposed Arrarege.

On March 3, 2009 the Company received a final ofdem the Court (the “Final Order”) approving the
Arrangement under the Business Corporations Actd@) to effect the Arrangement. At this time, ttiesing
of the Arrangement transaction was expected toroafter the satisfaction and/or waiver of all cdratis
precedent to the Arrangement Agreement, which whshat time, expected to occur on or about Marzh 1
2009 but no later than March 18, 2009.

On March 13, 2009, however, the Company received a@reed in principle to, a written proposal frGfl to
extend the closing date of the Arrangement to a détich had yet to be determined, but not laten thay 31,
2009. Under the terms of this in principle agreetndre purchase price was to remain at $7.00 penrian
Share and all of the Company’s outstanding "in+tiamey" options and warrants, but the reverse biealfor
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which GFI would be liable in the event that it lrkas the Arrangement Agreement would increase from
$11,412,000 to $20,000,000.

The Company announced on March 31, 2009 that itsthén discussions with GFI concerning an extengo
the closing date of the Arrangement and other aments to the Arrangement Agreement.

The Company signed a second amendment agreemtet Agsrangement Agreement with GFI on April 2, 2009
which was conditional upon receipt from the Couttapproval for the amendments to the Arrangement
Agreement (as required by the Final Order). Thegeof second amendment agreement contained pyosisi
to, among other things, (i) extend the closing détine plan of arrangement to a date which atithe had still

to be determined but not later than July 31, 2@Q%rease the reverse break fee for which GHlI ne liable

in the event that it breaches the Arrangement Ages¢ from $11,412,000 to $20,000,000 effective
immediately and (iii) suspend the Company’s covémaegarding the non-solicitation of alternativéeo§ until
GFI has satisfied the Company that it has succlssfampleted the financing arrangements for théren
purchase consideration under the arrangement. &irsa the terms of the second agreement, the asech
price would remain unchanged at $7.00 for each Com8hare and all of the Company’s outstanding -t
money” options and warrants. Concurrent with tlymisig of the second amendment agreement, GeorgesEor
the Chairman and sole shareholder of GFl, execaitpdrsonal guarantee in favour of the Company segur
GFI's obligations in respect of the $20 million eese break fee. Nothwithstanding the amendmenhef
closing date in the Arrangement Agreement to JalyZ®09, the Arrangement Agreement will stay ircéom
accordance with its terms beyond that date urgilAhrangement is completed or until the partiemieate the
Arrangement Agreement in accordance with its terms.

On April 27, 2009, the Company announced that @ teceived the unconditional approval of the Cdagt
required by the Final Order) in connection with tems of the second amendment agreement whichdeden
certain terms of the Arrangement Agreement (asritestabove).

On August 4, 2009 GFI announced that it had entamedinvestment arrangements which would permioit
complete the Arrangement. The providers of tharfaing under such investment arrangements willpraiacg

to GFI, make the unconditional funding availablghivi fourteen days. Forsys also announced on Augjus
2009 that the closing of the plan of arrangemearigaction will occur as soon as funds are traresfetw the
depositary under the plan of arrangement. Accaofldirthe closing of the plan of arrangement tratisaaowill
occur as soon as the funds are transferred to épmsdary following completion of GFI's financing.
Completion of the arrangement is now anticipatedotour on or about August 17, 2009 and a further
announcement will be made once GFI's funds have beasferred to the depositary.

MINERAL PROPERTIES

The Company’s flagship project is the Valencia lwen Project Mining Licence (“ML 149"). Information
concerning this project is discussed further below.

In addition, the Company has a 70% interest in foteer uranium exploration projects including the
Namibplaas Uranium Project Exclusive Prospectingehge (“EPL”) 3638, held by Dunefield Mining

Company, and four uranium EPL's with Ancash Invesita (Pty) Limited namely EPL 3632, EPL 3635, EPL
3636, and EPL 3637.

The Company also has a 100% interest in non-uraeiptoration projects including the Ondundu Goldjéxct
(EPL 3195) and the Omaruru Gold Project (EPL 3166).
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Valencia Uranium Project
General

In July 2005, Forsys acquired a 90% interest inMalencia Uranium Deposit. In March 2007 the Conypan
acquired the remaining 10% interest in the Valehéianium Project. The wholly-owned Valencia propasg
situated on the farm Valencia 122, which is locapgdroximately 75 km south-west of the town of Usakn
central-west Namibia. Valencia sits 35 km alongkstto the world class Rdssing Uranium Mine andka®
north of the Langer Heinrich Uranium Mine. The Val& property is located within ML 149 and covensaaea
of 735.6 ha, and is registered in the name of \@debranium (Pty) Ltd (“VUL"). ML 149 is valid foR5 years
from the date of issue by the Ministry of Mines dftergy, Republic of Namibia (‘“MME”) and is renevi@b

2009 Drilling and Exploration

The 2009 Valencia drilling program commenced inrgaby. This program consists of 150-200 holes itogal
45,000 m of percussion drilling aimed at bringihg drill spacing in the critical areas to 40 m xM@o a depth

of 300 m to 380 m below surface. The new infillldrg is designed to bring the Inferred categorgawrces
into the Indicated category so that they can berparated in the Reserves. At the time of this redat5 drill
holes have been completed for a total of 39,000The rigs will then be moved to the Joly Zone and
Namibplaas (EPL 3638) to complete the 60,000 neofyssion drilling planned for 2009.

Reserve and Resource
Snowden Mining Industry Consultants (“Snowden”) pbated a Reserve estimate, which was announced by
the Company on May 1, 2009. The Reserves are suzedadn Table 1 and Table 2 below and are repaned

manner consistent with the guidelines of the JOR@ec which is a recognized foreign code under Matio
Instrument 43-101 (“NI 43-101") including the CiMelnition Standards (CIM, 2005).

Table 1 — Summary of Valencia Uranium Reserve, Apri | 2009

Cut-off Ore Grade UsOsg

Category UsOs (M) U3Og Metal
(ppm) (Ppm) (Mibs)

Probable 72 146.8 159 514

Table 2 — Class of Resource Material Converted to R eserves Within the Pit

Ore Grade UsOsg

Category (M) U3Osg Metal
(ppm) (Mlbs)

Measured 17.7 160 6.2
Indicated 129.2 159 45.2
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The Resource block model on which the pit desigrmaised has been constrained to a maximum dept®0ain3
below surface and limited to geological modelingraf alaskite, which was conditionally simulatedioacks of
5m x5 m x5 m. These blocks were reblocked taathtecipated Selective Mining Units (“SMU”). An SMuf
10 m x 10 m x 5 m has been assumed based on psegjmimization studies of Valencia and would reflec
losses and dilutions. The simulation at the SMUestalicates the potential that exists throughaele mining
and effective grade control of the Resource.

Table 3 - Distribution of Material Types and Grade  Within the Pit

Average

Material Type Graéjpi)rrg)nge (ONIS (Gpr::]()a (Il\J/ﬁk()):)
High Grade >120 84.0 211 39.1
Intermediate Grade 100 - 120 22.2 104 5.1
Low Grade 72 —100 40.7 81 7.3
Total Ore 146.8 159 51.4
Marginal Unpay 60—-72 21.0 62 29
Waste 274.9
Grand Total 442.8

Waste reported within the Resource model also dedumaterial that has been classified as Inferesbéce,
some of which is well mineralized and estimatecbéoabove cut-off grade. This material is consideasd
Inferred due to the lower density of data availablesupport the grade and tonnage estimation. Aghahis
material cannot be considered in the optimizatimtess, some Inferred material is encompassednwttlei pit
limits. The Company has multiple drill rigs openafiin targeted areas to upgrade currently defiméeirred
Resource material into the Reserve category, dsawéb further increase the Valencia ResourceleTétbelow
summarizes the Inferred material that is curreptisent within the designed pit.

Table 4 - Distribution of Inferred Material Current  ly Within the Pit

Average

. Grade range Tonnes Us0
Material Type (opm) 9 0 ((.‘;rsr(rj]()a (M?bss)
High Grade >120 12.2 212 5.7
Intermediate Grade 100 -120 3.1 104 0.7
Low Grade 72 — 100 6.0 81 1.1
Total Ore 21.3 159 7.5
Marginal Unpay 60-72 3.3 63 0.5
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Reserve Estimation Process

The Ore Reserve Estimate is based on pit optinoizatusing the Resource model developed in Marcl® 200

described below, and by applying modifying factsch as costs, mining and metallurgical factoegnaed
appropriate for the deposit and anticipated scitgeration.

The following factors and variables were involvadhe design process of the Valencia open pit:

Whittle 4X software was used to run pit optimizagaand the resulting pit shells were used as aeguid
for pit designs
Pit slope angles of 42-52 degrees were determined the 2008 detailed geotechnical program
including oriented core drilling and rock strenggtisting
Economic cut-off grade of 72 ppm was determinedaittie following economic factors:

0 mining costs averaging US$2.10/t mined (ore andeyas

0 processing cost of US$8.60/t milled

o overheads of US$0.50/t milled

0 revenue rate based on US$70/Ib

o mineral royalty of 2% on revenue
Process plant recovery of 88.4% was determined fratallurgical test work

The resulting designed Valencia pit is 1,600 m |¢mg strike), 1,000 m wide and 375 m deep (to ddep360
m above mean sea level) as shown in Figure 1 apdd-2 below. The current limits of the pit are defined

by the orebody or by mineralization. However, timaits of the pit are confined by the extent of ling that
defines the current understanding of the deposit.

Figure 1 — Designed Pit Mineralization (Viewed from  Southeast to Northwest)

Legend: red: high grade; green: low grade; blue: mineralized waste
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Figure 2 — Designed Pit Mineralization (Viewed from Northwest to Southeast)

/

N

Legend: red: high grade; green: low grade; blue: mineralized waste

Potential exists for further expansion of the Valarpit based on the following:

Additional infill drilling within areas currentlylassed as Inferred is planned

Definition drilling is ongoing to investigate whetfge ore body remains open to the north, west astl e
Mineralization is known to continue at depth bu¢ turrent Resource model is limited in depth by the
drilling

Updated Mineral Resource

The mineral Resources for the Valencia Uranium Bepas reported in Table 5 below were classified as
Measured, Indicated and Inferred using the guidsliaf the JORC code, which is a recognized foreimge
under NI 43-101 including the CIM Definition Stamda (CIM, 2005). The resource has been constraimed
maximum depth of 380 m below surface and limitedgéwmlogical modeling of the alaskite, which was
conditionally simulated in blocks of 5 m X 5 m Xn These blocks were reblocked to 30 m x 30 m x &noh
then estimated by ordinary block kriging, with ade cap of 1,000 ppms;0g. Only mineralization associated
with the alaskite has been estimated and repoftesl resource has been reported at a cut-off grh@6 ppm
U30g.

The ore Reserve has been estimated from the miResdurce (Measured and Indicated) of 209.1 Mt with
grade of 153 ppm 4Ds. This value represents an update of the Resouesgopsly announced by the Company
on January 28, 2009. This Resource update is lmas&howden’s reassessment of available data weslited

in some of the previously classified Inferred matebeing reclassified to Indicated. The updatechévial
Resource is tabulated below in Table 5.
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Table 5 — Updated Summary of Valencia Uranium Miner  al Resources, March 2009

Cut-off Tonnes Grade U3Os
Category UsOs (M) U3Og Metal
(ppm) (ppm) (Mlbs)
Measured 60 245 149 8
Indicated 60 222.6 126 62
Total Measured and Indicated 60 247.1 129 70
Inferred 60 42.9 117 11

In conjunction with the Global Mineral Resource tgue, the Resource was also re-assessed througbelod
simulations of SMUs of 10 m x 10 m x 5 m blockgofal of 100 conditional simulations were run, dne 50th
percentile simulation (based on metal content &0 ppm WO; cut-off) is tabulated below in Table 6. This
model was used to determine the ore Reserve.

Table 6 — Summary of Valencia Uranium Deposit Miner  al Resources, Estimated at the Anticipated
SMU Scale, March 2009

Cut-off Tonnes Grade U3Og
Recoverable Resources Category* UsOs (M) U3Og Metal
(ppm) (ppm) (Mlbs)
Measured 60 20.0 155 7
Indicated 60 189.2 152 64
Total Measured and Indicated 60 209.1 153 70
Inferred 60 455 151 15

* 50" percentile of 100 simulations based on metal content

Environment

Since the Environmental Clearance was receiveduire 2008, additional environmental baseline world a
subsequent monitoring has been performed inclus@ting up of transects in the Khan River to manite
vegetation; monitoring of the natural springs teaist on and nearby the Mining Licence area; repdihd
invertebrate diversity and abundance; and the poesand status of biological soil crusts. An itigedion is
underway to determine the optimum methods for edlng Elephant’s-foot plants currently in the mine
footprint area. Further monitoring includes thelyd&ollection of meteorological data and a dusiofat
monitoring program, as well as quarterly hydro ggadal monitoring. Environmental radiation monitagiwill
commence before the end of 2009.

Work continues on developing the Environmental Mgmaent System (“EMS”) which will be in place for
when Valencia commences production.
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Development of Valencia

Approvals were received at the end of May 2009 ftbenMining Commissioner’s office of the MME thrdug
the state land to the mine. Construction of thaustrial grade access road linking Valencia toBBehighway
is progressing well. Initial use of this road conmoed in June 2009 and this road has significantiyroved
access to the site for ongoing construction acit

Subject to a formal Board decision to commence ld@veent and dependent on the provision of the rsacgs
water and power infrastructure, Valencia is expdte commence production in 2011. During the arart
progress has been made on obtaining a supply ef&atl power as follows.

Power

Valencia is in the final stages of negotiation wittamibia’s National power utility (“NamPower”) oma
agreement whereby NamPower would source, on beh&bmpany, two main mine transformers the primary
long-lead time items for delivery of power. In &dth, under this proposed agreement, NamPower avoul
include the Valencia transmission line constructwogram in a larger contract within the Erongo iReg
ensuring that the best price and completion time lsa achieved. Based on the proposal NamPower has
provided and subject to Valencia Board approvas @urrently planned that Valencia will be coneekcto the
national power grid in the third quarter of 201Barly connection of Valencia to the national poged will
ensure that the Valencia construction program iscoastrained by grid power supply and most of rtiiee
construction can be completed on grid power rathen using diesel generators.

Process Water

Process water for production of uranium from thdexiaia Mill will be supplied by Namibia’'s Nationalulk

water utility (“NamWater”) which is reviewing sewroptions for establishing additional infrastruetuo

provide desalinated water for Valencia in early PGa facilitate uranium production. NamWater iscal
preparing the design and construction tender fdeaa’s new supply pipeline. This contract neeulde

awarded in early 2010 to enable completion of ipelme in the first quarter of 2011.

Water Required During Construction of the Valerdranium Project

Valencia now plans on obtaining construction wétem the Kuiseb River system to the south of WaRkag.
This will require the construction of a 31 kilometemporary water line from Rossing reservoir te Yralencia
mine site. Discussions are underway with suppliers a temporary pipeline to provide water for the
construction of the mine. This pipeline will be vagd for approximately 16 months until the mairexgiional
water pipeline is completed. This temporary pipelhinill provide 300 m3 of water daily for the consttion
camp and construction activities. Newly erecteémasirs will be filled with any water not immediftaised.

A pre-qualification inquiry for the EPCM phase difet process plant development has been tendered. The
submissions are currently under review and aftempteting the adjudication process the constructiomtract

will be issued. Until a final decision is taken hewer, the Company continues to conduct trade-affies and
optimization test work as part of ongoing work tilg to the Feasibility Study.
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EMPLOYMENT

At quarter end, the Company employed approxim&a@lyabourers, 29 technical and 18 administratie#
Namibia. There were 5management, technical andrasimgtive staff based in Toronto, Canada and &stor
relations representative in Berlin, Germany.

Employment Accommodation
The Erongo Regional Council granted approval fer eélstablishment of an accommodation facility (Cd@p
for employees of the Company for the full duratafrthe Life of Mine. The Company engaged in a pssoef
discussions with the neighbouring land owners atetésted parties, which was received very posjtive

The Valencia camp has been expanded in order toranodate the recent growth in personnel.

HEALTH AND SAFETY

The Health and Safety System currently deals witlaraness, inspections and monitoring of non-
conformances. A paramedic has now been made aladalsite.

The Company has not recorded any accidents oinesjduring the 2nd quarter.

FINANCIAL POSITION

The following table summarizes the key elementghef Company’s financial position as of June 30,
2009, March 31, 2009 and December 31, 2008.

As at As at As at

Financial Position June 30, March 31, December 31,

2009 2009 2008

$ $ $

Cash and cash equivalents 32,022,674 38,152,401 12,835,801

Short term deposit - - 21,457,526

Working Capital (current assets — current liabilities) 26,157,206 35,803,867 34,456,994

Mineral properties, deferred exploration expenditures and 91,863,489 82,891,906 79,519,797
capital assets

Total assets 124,541,634 121,320,110 114,660,391

Total long-term liabilities (future income tax liability) 19,636,993 19,690,058 19,736,617

Net Assets (total assets — total liabilities) 98,383,702 99,005,715 94,240,174
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During the second quarter, cash and cash equigaldetreased by $6.1 million primarily as a restlt o
continued exploration and purchase of long-leac titems at the Valencia Uranium Project. Year-tte dash
and cash equivalents have declined by $2.3 milfascompared to the 2008 combined balance of cagh a
short-term deposit). Capital spending has beetiapig funded by receipt of $5,525,000 in the ficuarter
from the exercise of warrants and $468,500 yealate- including $110,000 in the current quarter fritra
exercise of options. During the quarter, the Corgpacurred expenditures of $2.9 million (year-tael$5.0
million) on deferred exploration expenditures ar&i5$million (year-to-date $7.4 million) on capitassets,
principally for long-lead time items and initial mstruction of a permanent access road to the Viaés@anium
Project. Accounts payable and accrued liabilitieseased during the first six months of 2009 by833,339

principally as a result of the timing of paymentimfoices for capital asset purchases.

RESULTS OF OPERATIONS

For the Three Months Ended June 30, 2009

For the *For the
3 months ended 3 months ended
Summary of Consolidated Results June 30, 2009$ July 31, 2008$
Results of Operations:
Loss before incomes taxes (885,951) (816,605)
Net income (loss) and comprehensive income (loss) (832,886) (816,605)
Loss per share and fully diluted loss per share (0.01) (0.01)

*In 2008 the Company changed its year end from January 31, to December 31 and accordingly comparative figures are presented for the

corresponding second quarter of 2008 which ended July 31, 2008.

The Company’s loss from operations for the threatii® ended June 30, 2009 was $832,886 comparecawith

loss of $816,605 for the three months ended July2308.

Other income, consisting entirely of interest ineoon cash and cash equivalents and short-term
deposits was $45,002 in the most recent quartepaoed with $418,814 in the prior year second
guarter. This decrease can be attributed to sggmifly lower interest rates currently available on
bankers acceptances and to lower average castteslemthe most recent quarter.

Stock based compensation expense decreased t&67d e current quarter from $127,396 in the

three months ended July 31, 2008 as no new stabnspwere granted in the current quarter and
most outstanding options are now fully vested.he three months ending June 30, 2009, stock
based compensation of $26,517 was capitalizedg(tim@nths ending July 31, 2008 $97,494) as the
recipients were directly involved in exploratiortigities.

Consulting fees and salaries declined by $128,82847,170 at the corporate level as a result of a
lower number of people involved in corporate gehana administrative activities. As the Valencia
Uranium Project moves toward the development stagme of this workload has shifted to new
full time professional staff added to the Valenaaerations and is included in deferred
development activities.

General and administration expenses declined b®,868 to $356,509 in the quarter ended June
30, 2009. Expenditures in the current quarterughetl $103,551 for restructuring expenses. In

-12 -



Forsys Metals Corp
Management Discussion and Analysis
Quarter Ended June 30, 2009
(Expressed in Canadian Dollars, Unless Otherwise No  ted)

2009 the Company has reduced its corporate admaitiie&t expenses pending the completion of the
GFlI transaction.

The Company has recorded a future tax benefit 8f08 related to its Valencia operations.

For the Six Months Ended June 30, 2009

For the *For the
6 months ended 6 months ended
Summary of Consolidated Results June 30, 2009$ July 31, 2008$
Results of Operations:
Loss before incomes taxes (2,151,342) (2,936,547)
Net income (loss) and comprehensive income (loss) (2,051,718) (2,936,547)
Loss per share and fully diluted loss per share (0.03) (0.04)

*In 2008 the Company changed its year end from January 31, to December 31 and accordingly comparative figures are presented for the six
months ended July 31, 2008.

The Company’s loss from operations for the six merégnded June 30, 2009 was $2,051,718 comparedwith
loss of $2,936,547 for the six months ended Ju|y2808.

Other income, consisting entirely of interest ineoon cash and cash equivalents and short-term
deposits was $150,040 for the six months ended BMhecompared with $972,331 in the
corresponding period of 2008. This decrease caattbbuted to significantly lower interest rates
currently available on bankers acceptances andwerl average cash balances in the most recent
quarter.

Stock based compensation expense decreased tol$24, the first six months of 2009 after

capitalizing stock based compensation of $52,6B4ni®nth ending July 31, 2008 $97,494) as the
recipients were directly involved in explorationdagievelopment activities. No new options have
been granted in 2009 and most outstanding optioadully vested, resulting in a substantially

lower stock based compensation expense in 2009.

Consulting fees and salaries declined by $283,0%887,755 at the corporate level as a result of a
lower number of people involved in corporate gehana administrative activities. As the Valencia
Uranium Project moves toward the development stagme of this workload has shifted to new
full time professional staff added to the Valenaaerations and is included in deferred
development activities.

General and administration for the six months entlete 30 increased by $255,734 to $1,180,787.
Substantially all of this increase is attributatdeestructuring costs of $546,594 (six months dnde
July 31, 2008-$nil) associated with the Companyés pf arrangement with GFI.

The Company has recorded a future tax benefit & 63! year-to-date related to its Valencia
operations.
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SUMMARY OF UNAUDITED QUARTERLY RESULTS

A summary of selected financial information for #ight most recently completed quarters is provioedw:

For the

For the

For the

For the For the

For the For the For the
quarter quarter quarter quarter quarter 2 months 3 months 3 months
ended ended ended ended ended ended ended ended
Oct 31, Jan 31, April 30, July 31, Oct 31, Dec 31, Mar 31, June 30,
2007 2008 2008 2008 2008 2008* 2009 2009
$ $ $ $ $ $ $ $
Total other income
from continuing 553,052 724,984 553,517 418,814 317,758 193,207 105,038 45,002
operations
Income (loss) before
and after
discontinued
operations
- Loss before tax (7,774,203) (1,242,323) (2,119,942) (816,605)  (5,147,191) (601,010)  (1,265,391) (885,951)
- Per share (0.10) (0.02) (0.03) (0.01) (0.07) (0.01) (0.02) (0.01)
Net income (loss) (7,774,203) (1,241,819)  (2,119,942) (816,605)  (5,147,191) 1,055,765  (1,218,832) (832,886)
- Per share (0.10) (0.02) (0.03) (0.01) (0.07) 0.02 (0.02) (0.01)

*In 2008 the Company changed is year-end from Jg2tto December 31

The Company is an exploration stage mineral regssuoompany. At this time any issues of seasonality
commodity market fluctuations has no impact. Thenfany currently includes its exploration expendisuto
deferred exploration expenditures. Over the pagttajuarters, variations in the quarterly loss @aased by
fluctuations in interest income on cash and shertit deposits, consulting fees and salaries, gersardl
administrative expense, stock-based compensatiah varite down of mineral properties. General and
administrative expense has increased due to thep@uyts significant growth and reorganization exmsnis
the two most recent quarters. Stock-based compensatpense varies from quarter to quarter depgnaiinthe
number of stock options granted in a quarter, thesting periods, and assumptions used in the Bbatioles
Option Pricing Model, which is used to calculate fair value of the stock options.
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Mineral Properties and Deferred Exploration Expenditures

A summary of the Company’s expenditures on the iaitopn of mineral properties and deferred develepin

expenditure during the three months ended Jun2(®, is as follows:

Mineral Properties

Balance as at

Acquisition of

Balance as at

March 31, Mineral June 30,
2009 Properties 2009
$ $ $
Valencia Uranium Property 34,659,235 - - - 34,659,235
Other Uranium Properties 19,200,000 - - - 19,200,000
Westport Resources 2,256,637 - - - 2,256,637
Acquisition of a remaining
68% of Omatjete Gold
Project 933,082 - - - 933,082
57,049,044 - - - 57,049,044
Deferred Exploration Balance as at Deferred Stock Based Balance as at
Expenditures March 31, Exploration Amounts  Compensation June 30,
2009 Expenditures Expensed Capitalized 2009
$ $ $ $
Uranium Properties
Valencia 16,791,789 3,306,351 - 13,296 20,111,436
Dunefield/Namibplaas 162,157 7,019 - - 169,176
Ancash 366,361 162,793 - - 529,154
Non-Uranium Properties
Omatjete/Ondundu 1,231,084 181,457 - 13,021 1,425,562
18,551,391 3,657,620 - 26,317 22,235,328
75,600,435 79,284,372
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A summary of the Company’s expenditures on the iaitopn of mineral properties and deferred develepin
expenditure during the six months ended June 319 &as follows:

Mineral Properties

Balance as at

Acquisition of

Balance as at

December 31, Mineral March 31,
2008 Properties 2009
$ $ $
Valencia Uranium Project 34,659,235 - - - 34,659,235
Other Uranium Properties 19,200,000 - - - 19,200,000
Westport Resources 2,256,637 - - - 2,256,637
Acquisition of a remaining
68% of Omatjete Gold
Project 933,082 - - - 933,082
57,049,044 - - - 57,049,044
Deferred Exploration Balance as at Deferred Stock Based Balance as at
Expenditures December 31, Exploration Amounts  Compensation June 30
2008 Expenditures Expensed Capitalized 2009
$ $ $ $ $
Uranium Properties
Valencia 15,662,541 4,422,303 - 26,592 20,111,436
Dunefield/Namibplaas 113,088 56,088 - - 169,176
Ancash 289,498 239,656 - - 529,154
Non-Uranium Properties
Omatjete/Ondundu 1,120,747 278,773 - 26,042 1,425,562
17,185,874 4,996,820 - 52,634 22,325,328
74,234,918 79,284,372
LIQuUIDITY

Forsys has not commenced production from any ofexgloration properties and the Company does not
generate cash from operations. The Company conede2@09 with cash resources of $34,293,327 inctudin
cash short term deposit of $21,457,526 which mdtoreJanuary 5, 2009 and was reinvested for a d¢less
than 90 days and is included in cash and cash @&leunis. Year-to-date, the Company has received®3500
from the exercise of warrants ($5,525,000) andoogst($468,500). Working capital balances are bie:

As at As at

June 30, 2009 December 31, 2008

$ $

Current Assets 32,678,145 35,140,594
Current Liabilities 6,447,171 683,600
Working Capital 26,230,974 34,456,994

During the quarter, the working capital was usdcharily to advance the Valencia Uranium Projectjuding
funding of infill exploration drilling described alie and payments required for preliminary constoact
activities including long-lead time items and ecquént required for the project and construction ofaacess
road to the Valencia site which commenced in M&@89. In addition, cash was used for exploratibthe
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Company’s other properties. Current liabilities dancreased as a result of increased activity efvidencia
Uranium Project primarily for payments scheduleds6f5 million to be made in August related to thesber
contract and road construction included in congitbadn process.

The Company’s principal requirements for cash dkiernext twelve months will be for continued deyehent
activities at the Valencia Uranium Project. Th&uattiming of expenditures will be determined otice Board
has made a formal decision to proceed with devedopnof the Valencia Uranium Deposit. Prior to the
announcement on November 14, 2008 (summarized alwfvine GFI offer to acquire all of the shares of
Forsys, the Company was reviewing various finan@ptions for the development of the Valencia Uramiu
Project with an emphasis on maximizing the use eftdn order to minimize dilution of the existing
shareholder base.

There are significant uncertainties regarding thads in WYOg prices and the availability of project debt due to
the current world economic and financial situatibhe Company is currently reviewing the Valenciatium
Project development timing and financing with GHhe success and nature of any financing in therduuill

be dependent on the prevailing market conditioribadttime.

CONTRACTUAL OBLIGATIONSAND COMMITMENTS

In order to achieve production as early as possib&eCompany has identified certain critical iter@aguiring a
purchase commitment in advance of a formal prodoctlecision being made by the Company’s Board of
Directors to proceed with the development of thieMaia Uranium Project. In April 2008, the Compahigced

a deposit on a primary gyratory crusher and thoeemills, with progress payments scheduled ovent two
years. During the first quarter of 2009, the Conypa@mmenced construction of a permanent accesstoche
Valencia site. At June 30, 2009 the Company hadtanting commitments of $14,929,000 for this eqaipm
and infrastructure. The Company also made a depbsiaAM$5,000,000 (approximately CAD$750,000) with
NamPower as an advance payment of capital cospofeer supply infrastructure.

The Company has various commitments under operkgasgs primarily for office facilities requiringimmum
payments as follows:

As at

Year June 30, 2009
$

2009 82,000
2010 111,000
2011 97,000
2012 8,000
2013 -
298,000

OFF-BALANCE SHEET ARRANGEMENTS

The Company has no off-balance sheet arrangemewifste date of this document.
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TRANSACTIONSWITH RELATED PARTIES

During the three months ended June 30, 2009 camgttes of $286,000 (three months ended July 8282
$267,000) were paid to three Directors of the Camypr companies controlled by them in accordandhb thie
consultant’s contracts. During the six months endiede 30, 2009 consulting fees of $572,000 (sixthsn
ended July 31, 2008 $534,000) were paid to thneidirs of the Company or companies controlledhieyrt in
accordance with the consultant’s contracts.

General and administrative expenses include $7f@0Be three months ended June 30, 2009 (3 mamttisd
June 30, 2008-Nil) and $460,000 for the six momhded June 30, 2009 (6 months ended June 30, 2i009-N
for legal fees paid to a firm, of which a partreaiso a Director of the Company.

These payments have been recorded at the exchanogmis agreed to by the parties and have been paid.
PROPOSED TRANSACTIONS

For details pertaining to the proposed acquisitball of the shares of the Company, please rdfeva to the
section “Proposed Sale of the Company”.

QUTSTANDING SHARE DATA

On June 30, 2009 and August 14, 2009 there wer@83@231 Common Shares issued and outstanding,
6,188,000 stock options entitling the holder to uaeg 6,188,000 Common Shares and 4,000,000 warrants
outstanding entitling the holder to acquire 4,000,Common Shares, for a total of 89,173,231 ComS8twares

on a fully-diluted basis.

CHANGESIN ACCOUNTING POLICIES

The Company adopted the following new accountimaards, issued by the Canadian Institute of Clealte
Accountants (“CICA”"), effective January 1, 2009

a) CICA Handbook Section 3064Effective January 1, 2009 Forsys will adopt the ri@gamadian standard
Handbook Section 3064, “Goodwill and Intangible é&ts8. This standard provides guidance on the
recognition, measurement and disclosure of goodanldl intangible assets other than the initial
recognition of goodwill or intangible assets acqdirin a business combination. This standard is
effective for fiscal years beginning on or aftert@er 1, 2008 and requires retroactive applicaton
prior period financial statements. The Company éesluated the impact of this new standard for
adoption on January 1, 2009 and does not expeddignificant impact on its consolidated statements.

b) On January 20, 2009 the Emerging Issues CommiftdedCICA issued EIC-173 “Credit risk and the
fair value of financial assets and liabilities”.hi$ abstract requires the Company to considervits o
credit risk and the credit risk of the counterpavtyen determining the fair value of financial assatd
financial liabilities. This guidance was adoptedthg Company effective January 1, 2009 and did not
have any impact on the Company’s consolidated @irshstatements.

c) On March 27, 2009 the Emerging Issues CommittabefCICA issued EIC 174, “Mining Exploration

Costs”, which provides guidance on capitalizatidnemploration costs related to mining costs in
particular and on impairment of long-lived assetsgeneral. The Company has applied this new
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abstract for the year ended January 31, 2008. Juidance was adopted by the Company effective
January 1, 2009 and did not have an impact on ¢mep@ny’s consolidated financial statements.

FUTURE CHANGESIN ACCOUNTING POLICIES

CICA has issued the following accounting standardictv is effective for the Company’s fiscal year
commencing on or after January 1, 2009.

Accounting Standards Issued But Not Yet Adopted

The CICA has issued the following standards whiay @ffect the financial disclosures and resultspdration
for interim and annual periods beginning on orralenuary 1, 2011.

a)

b)

In October 2008 the CICA issued Handbook SectioB218Business Combinations” will replace
section 1581 “Business Combinations” and provide @anadian equivalent to International Financial
Standards Board Standard IFRS 3 “Business Combirsiti This section specifies a number of
changes including: an expanded definition of a mess, a requirement to measure all business
acquisitions at fair value, a requirement to measaon-controlling interests at fair value and a
requirement to recognize acquisition-related castexpenses. Section 1582 applies prospectively to
business combinations occurring on or after JanigB011. The Company is currently reviewing the
impact of this standard and does not expect angifiEignt impact on its consolidated financial
statements.

In October 2008 the CICA issued Handbook Sectiobl1@Consolidated Financial Statements” and
CICA Handbook Section 1602: “Noncontrolling Inteieesn Consolidated Financial Statements”
together replace existing CICA Handbook sectionOl6@Gection 1601 establishes the standards for
preparing consolidated financial statements. 8ecti602 specifies that noncontrolling interests be
treated as a separate component of equity, not leilty or other item outside of equity. It is
equivalent to the corresponding provisions of Imétional Financial Reporting Standard IAS 27,
“Consolidated and Separate Financial Statementgsd Hinancial statements apply to financial
statements prepared for periods beginning on a@r dfédnuary 1, 2011 although earlier adoption is
permitted. CICA Handbook Section 1602: The CICA Issued the new Canadian standard, Handbook
Section 1602 Noncontrolling Interests in ConsobkdaFinancial Statements. Section 1602 is effective
for periods beginning on or after January 1, 204d will be applied prospectively to all noncontngjl
interests, including any that arose before thecaffe date. Forsys does not expect the adoption of
these standards will have a material impact ofirigg1cial statements.

In February 2008 the Canadian Accounting Stand&oard (“AcSB”) announced that Canadian
publicly accountable enterprises will be required adopt IFRS effective January 1, 2011. The
transition date of January 1, 2011 will require testatement for comparative purposes of amounts
reported by the Company for the year ended DeceBthe2010. Although IFRS employs a conceptual
framework that is similar to Canadian GAAP, thenme a&ignificant differences in recognition,
measurement and disclosure. The Company has cda initial assessment of the impact of IFRS
on the Company. The Company’s Namibian subsidiargntial statements are currently prepared in
accordance with IFRS for local statutory purposé@®. implement IFRS in its consolidated financial
statements, the Company will be required to du9§9 to carry out a planning process which
addresses key system and business process anpag afthe conversion process. These include: the
development of an accounting policy manual thaingsfthe Company’s IFRS accounting policies;
identification of the significant financial datequered from the Company’s financial systems in orde
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to define the transition adjustments and produeel®RS financial statements on an on-going basis;
possible system modification; and maintenance &céfe disclosure controls and controls over
financial reporting throughout the IFRS transitfmriod.

CRITICAL ACCOUNTING ESTIMATES

The preparation of the financial statements in confty with generally accepted Canadian accounting
principles (“GAAP”), requires management to makealgmnents with respect to certain estimates and
assumptions that affect the reported amount oftgsBabilities, revenue and expense and the disct of
contingent liabilities at the date of the finan@#htements. Actual amounts, however, could dgfenificantly
from those based on such estimates and assumptions.

Significant areas where management has been rdqoinmake judgements and estimates in the preparati
the Company’s financial statements including edt®avith respect to the critical accounting pokcire
discussed below.

Mineral Properties and Deferred Exploration Expendtures

The Company’s policy is to capitalize expenditweated to the acquisition, exploration and develept of its
exploration properties net of recoveries and c#ingse expenditures as assets until production comwese
Mineral properties and the deferred explorationeexjitures are recorded at cost and do not neclysftect
present or future values. If an exploration propeés successful, the related mineral properties deferred
exploration expenditures will be amortized over @stimated economic life of the project. If an lexation
project is abandoned, continued exploration isptatbned in the foreseeable future or when othentsvand
circumstances indicate that the carrying amount n@ybe recovered, the accumulated costs and eipersd
are written down to the net recoverable amounhattime the determination is made. Deferred exipames
relating to exploration projects represent costbaaharged to operations in the future and doneoessarily
reflect the present or future values of the paldicprojects. Development expenditures includes¢hprojects
where development alternatives are being considanedor studies have been completed suggestinghbat
properties are economically viable.

Mineral properties and related expenditures arerded at cost. These net costs are deferredtbatinineral
properties to which they relate are placed intadpotion, sold or abandoned. These costs will berazrsd

using the unit-of-production method over the usé¥gls of the mineral properties following the coemiement
of production, or written off, or if the mineralqperties are sold, impaired or abandoned.

At each quarter end senior management reviews dhwyicg value of the mineral properties and deférre
exploration expenditures to consider whether tlaeeany conditions that may indicate impairmenthevé
estimates of future cash flows are available, aicgdn in the carrying value is recorded to thesakthe net
book value of the investment exceeds the estinfatede cash flows. Where estimates of the fut@shdlows
are not available and where other conditions sudggmirment, management assesses if the carrghg\can
be recovered and provides for impairment, if sddatkd. No impairments of the carrying value of enal
properties and deferred exploration expenditurese wequired during the quarters ended March 319 260
April 30, 2008.
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Environmental and Land Reclamation Costs

The fair value of liabilities for asset retiremestiligations will be recognized in the period in ainithey are
incurred. Currently there are no asset retirerobligations. As the development of any project pesges, the
Company will assess whether an asset retiremerdadion (“ARO”) has arisen. At the point where Bu

liability arises, the financial statement adjustineguired will be to increase the project’s cargyvalue and
ARO obligation by the discounted value of the tdiability. Thereafter, the Company will be recedr to

record a charge to income each year to accretéiioeunted ARO obligation amount to the final expdc
liability.

Stock Based Compensation

Forsys has recorded stock based compensation a&@duin accordance with section 3870 of the CICA
handbook using the Black-Scholes option pricing ehdkat requires input of management’s assumptorthe
expected volatility of the Company’s share priogexted option life, a risk-free rate of return angected
dividend yield. The use of different assumptiongarding these factors could have a significant chiga the
amount of stock based compensation expense recovdedime. Changes in these assumptions will aplyly

to future grants of options and the amount amadtiaeer the vesting period will not change as altesthile
changes in these assumptions could have a matapgatt on stock-based compensation expense ane kigsc
results of operations, stock based compensatianmnisn-cash based expense and there would be natimpa
the Company’s financial condition.

FINANCIAL INSTRUMENTS

The Company examines the various financial instrumsks to which it is exposed and assesses thadtrand
likelihood of those risks. These risks may includedit risk, liquidity risk, currency risk, inteserate risk and
price risk.

Credit Risk

The Company’s credit risk primarily relates to diterm deposits and accounts receivable. The Coypan
manages its credit risk over its investments inhcaguivalents and short-term deposits and minimizes
counterparty risk, by purchasing short-term investirgrade securities, such as banker’'s acceptamckebank
deposit notes issued by top tier Canadian banks. Jbmpany’s receivables currently consist primaafy
value-added taxes receivable from the Namibian owent the collectability of which is dependent on
Namibian tax policy not changing.

Liquidity

The Company's approach to managing liquidity réskoi provide sufficient capital to meet liabilitiadien due.
The Company maintains sufficient cash and cashvatgnts to meet short-term business requiremefs.
June 30, 2009 the Company had cash and cash esptivalf $32,022,674. On January 5, 2009 a shart-ter
deposit for $21,457,526 was reinvested for a tefrlass than 90 days and is therefore included & @and cash
equivalents. Refer to the “Liquidity” section aleofor a discussion of management’s strategy forapey its
liquidity requirements.
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Foreign Currency Risk

The Company’s functional currency is the Canadiaifad Expenses are incurred in Canadian dolldrsted
States dollars, Namibian dollars and Euros. The @y is subject to gains and losses due to fluchstin
these currencies. The Company maintains a CanaaidrUS dollar bank account in Canada and maintins
Namibian dollar bank account for local operatingenses in Namibia.

At June 30, 2009 $31.7 million of the Company’shcaad cash equivalents and short-term depositelceim
Canadian dollars with a Canadian Chartered Ban&.rémaining $0.3 million is held in a Namibian dolbank
account in Namibia to meet immediate cash requintsne

As part of its acquisition of equipment for the ®atia Uranium Project, the Company is responsinédreign
exchange fluctuations between the original price @@ actual time of payments, with portions of teatract
payable in US, Canadian dollars and Euros. Purdwatiite contract the supplier enters into foreigohange
contracts in order to minimize the Company’s expedo foreign exchange volatility. The Company does
hedge any of these purchase commitments giverhtiré term nature of the current commitments.

Interest Rate Risk

The Company’'s cash and cash equivalents and ghant-investments primarily include highly liquid
investments, which earn interest at market ratesdbe fixed to maturity. At June 30, 2009 thessstments
included banker’'s acceptances and bank deposis isxteed by top tier Canadian banks. The Comparngws
the credit ratings of these banks from time to tene its investment decisions are focused on prasen of
capital and liquidity. The Company also holds casld cash equivalents in bank accounts that earablar
interest rates. Because of the short-term natutikeesk financial instruments, fluctuations in maraes do not
have a significant impact on estimated fair valag®f June 30, 2009. Future cash flows from inténe®me
on cash and cash equivalents will be affected teyrest rate fluctuations.

Commodity Price Risk

The future profitability of the Company is directiglated to the market price of uranium. The feasi
development of the Valencia Uranium Project is higlependent upon the price of uranium. A sustaized
substantial decline in commodity prices and uraniprites in particular could result in the write-dgw
termination of exploration work and loss of the Qxamy’s interests in some of its properties.

Sensitivity Analysis

As of June 30, 2009, management estimates thaitéfest rates changed by 1%, (i.e. 100 basis ppints
assuming all other variables remained constantyeédaction in the net loss would have been apprateiy
$320,000.

DiscLOSURE CONTROLSAND PROCEDURES

Management is responsible for establishing and taiaing disclosure controls and procedures, asnddfi
under National Instrument 52-109 issued by the @amaSecurities Administrators. Management hagyded
such disclosure controls and procedures, or catisem to be designed under its supervision, to geovi
reasonable assurance that material informatiortimgldao the Company, including its subsidiaries,made
known, particularly during which interim and anntitihgs are being prepared, to the Chief Executdféicer
and Chief Financial Officer by others within thosetities. Disclosure controls are designed to ensoat
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information required to be disclosed in the Compamnnual and interim financial statements its rded,
processed, summarized and reported in a timely aranm compliance with Canadian generally accepted
accounting principles.

INTERNAL CONTROLSQVER FINANCIAL REPORTING

Management is responsible for designing, establishind maintaining adequate internal controls fimancial
reporting. These controls are designed to provieasaonable assurance regarding the reliability ef th
Company’s financial reporting and preparation official statements in compliance with in compliavit
Canadian generally accepted accounting principles.

The Company’s management including the CEO and Gfe®e certified the adequacy of the design of the
Company’s internal controls over financial repagtimsing the Committee of Sponsoring Organizatidnthe
Treadway Commission (COSO) control framework esditfinternal Control over Financial Reporting —
Guidance for Smaller Companie@COSO-SPC).

There were no changes during the three month periddd June 30, 2009 in the Company’s disclosurgae
and procedures or internal controls over finanegborting that materially affected, or are reasbnékely to
materially affect, the Company’s internal contreeofinancial reporting.

Risk FACTORS

Risk factors that may adversely affect or prevleet€ompany from carrying out all or portions ofbissiness
strategy are discussed in the Company’s Annualrtmiition Form dated March 31, 2009 for the year dnde
December 31, 2008, available on SEDARvatw.sedar.com

QUALIFIED PERSON

Dr. Roger Laine, Ph.D., P.Geo., Chief Geologist Korsys, is the designated Qualified Person (“QP”)
responsible for the Company’s exploration programs.

Mr. Dag Kullmann, Engineering Manager, and a Fellofvthe Southern African Institute of Mining and
Metallurgy (SAIMM), is the designated QP resporesitar the reporting of Mineral Reserves.

NOTE REGARDING FORWARD L OOKING | NFORMATION

This MD&A contains “forward looking information”, ithin the meaning of securities laws. All statetsen
included in this MD&A (other than statements of tbigal fact) which addresses activities, events or
developments that management anticipates will oy oecur in the future are forward-looking statensent
including statements (but not limited to) suchiaformation with respect to the future prices oflalemand for
uranium and other metals, exploration and mine ldgwveent plans, the estimation of mineral resourtesng

of the development of the Company’s mineral prajeekploration results, budgets, capital and ojpeyatost
estimates and forecasts, results of mining operstimining extraction and recovery rates, the crsive of
mineral resources to mineral reserves, estimatdmsine life, sales of uranium, negotiation of utan sales
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contracts, success of exploration activities, pttimgi time lines, requirements for additional capistrategies
of the Company, Namwater’s plans to build desamaplants and ability to do so in a timely fashiohe
Company’s demand for water, the Company’s expextategarding completion of the Valencia Uranium
Project, Nampower’'s expectations regarding the Isupp electricity, the Company’s intentions regangli
standby electricity, the Company’s projections égectricity requirements at the Valencia Uraniurnj€ct, the
Company’s expectations concerning production atMhkencia Uranium Project, the Company’s policies t
manage substances that have the potential to befllato the environment, the impact of exchangegat
government regulation of mining operations, envinental risks, unanticipated reclamation expens#s, t
disputes or claims, limitations on insurance cogerand the timing and possible outcome of pendngfature
regulatory applications and other information whaae not historical facts. Forward-looking statatseare
often, but not always, identified by the use of dgrsuch as “plans”, “expects” or “does not expets,
expected”, “budget”, “scheduled”, “estimates”, “dmasts”, “intends”, “anticipates” or “does not aigate”, or
“believes”, or variations of such words and phrasestate that certain actions, events or resafisy”, “"will”,
“can”, “could”, “would”, “should”, “might” or “will be taken”, “occur” or “be achieved” and similahet
expressions, including the negative variation ahsphrases.

With respect to forward looking information contghin this MD&A, the Company has made assumptions
regarding, among other things, the availabilityvaiter in Namibia, the Company’s rights to waterirMater’s
plans to build desalination plants and ability t €b in a timely fashion, the Company’s ability dbtain
electricity in sufficient quantities, Nampower’spectations regarding the supply of electricityufetprices for
uranium, future currency and interest rates, then@amy's ability to generate sufficient cash flovenir
operations and access existing credit facilitied eapital markets to meet its future obligatiomg tegulatory
framework governing royalties, taxes and environt@ematters in Namibia and the Company's abilitplain
gualified staff and equipment in a timely and cef§icient manner to meet the Company's demand.

The Company believes that its expectations refteateforward looking information are reasonable amd
based on reasonable factors, assumptions and esatyade by management in light of its experienae an
perception of historical trends, current conditi@msl expected future developments, as well as dtdotors
management believes are appropriate in the ciramoes. However, such forward looking information
involves known and unknown risks, uncertainties afder factors that may cause the actual results,
performance or achievements of the Company or tbepgany’s mineral projects, or any of them, to be
materially different from any future results, perfmnce or achievements expressed or implied byottreard
looking information. Such factors include, amongess, future prices of uranium, grade or recovetes,
unexpected increases in capital or operating cost®rtainties relating to the availability andtsosf financing
that may be needed in the future, risks relatethilare to convert estimated mineral resourceseserves,
conclusions of economic evaluations, changes ifeprgparameters as plans continue to be refineghgds in
the availability of water and electricity due tonman or environmental factors, possible variationgnineral
resources, failure of equipment or processes toatp@s anticipated, accidents, labour disputesotret risks

of the mining industry, delays in obtaining goveemtal consents, permits, licences and registratmms
financing or in the completion of development onsuction activities, political risks arising frooperating in
Africa, changes in equity markets, inflation, chesgn exchange rates, fluctuations in commoditggsiand
uninsured risks and the other factors discussedruiitisk Factors”.

Although the Company has attempted to identify ingoat factors that could cause actual actions, tsven
results to differ materially from those describedarward looking information, these factors aré exhaustive
and there may be other factors that cause act®remts or results not to be as anticipated, estinat
intended. There can be no assurance that forwakihig information will prove to be accurate, asuattresults
and future events could differ materially from taosnticipated in such information. The forwardKiog
information contained herein is made as of the d@t®D&A, and while the forward looking information
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contained in this MD&A is believed to be reasonaddeof the current date, readers should not placeau
reliance on any forward looking information and wldonot rely upon such information as of any ottate.
The Company takes no responsibility to update orewise such information to reflect new events or
circumstances, except as required by law.

The mineral resource and mineral reserve figuriesrezl to in this MD&A are estimates and no asscearcan

be given that the indicated levels of minerals Ww#l produced. Such estimates are expressions génuent
based on knowledge, mining experience, analysiillihg results and industry practices. Valid estes made

at a given time may significantly change when n@&forimation becomes available. While the Company
believes that the resource and reserve estimdisee to in this MD&A are well established, by itheature
resource and reserve estimates are imprecise gahdieto a certain extent, upon statistical infeesnwhich
may ultimately prove unreliable. If such estimates inaccurate or are reduced in the future, thisdchave a
material adverse impact on the Company. Due toutheertainty that may be attached to inferred minera
resources, it cannot be assumed that all or anygbaan inferred mineral resource will be upgradedan
indicated or measured mineral resource as a resciintinued exploration.

ADDITIONAL | NFORMATION

Additional information relating to the Company, lmding the Company’s Annual Information Form is
available under the Company’s filings on SEDARvatw.sedar.com
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