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ME T A L S CORP

(An exploration stage company)
Unaudited Interim Consolidated Financial Statements

For the Three and Nine Months Ended September 30, 2009

These unaudited interim consolidated financial statements of Forsys Metals Corp. for the three
and nine months ended September 30, 2009 have been prepared by management and approved by
the Board of Directors of the Company. These unaudited interim consolidated financial
statements have not been reviewed by the Company’s external auditors.



Forsys Metals Corp.

(An exploration stage company)

Consolidated Balance Sheets
(Unaudited and expressed in Canadian dollars)

As at As at
September 30, December 31,
2009 2008
Assets
Current Assets
Cash and cash equivalents $ 22,965,158 $ 12,835,801
Short - term deposit - 21,457,526
Accounts receivable 425,124 804,460
Prepaid expenses 56,570 42,807
23,446,852 35,140,594
Mineral Properties and Deferred Exploration Expenditures (Note 3) 81,595,037 74,234,918
Capital Assets (Note 4) 14,901,897 5,284,879
$119,943,786 $114,660,391
Liabilities
Current Liabilities
Accounts payable and accrued liabilities $ 3,102,396 $ 683,600
Future Income Tax Liability 19,575,275 19,736,617
22,677,671 20,420,217
Shareholders’ Equity
Share Capital (Note 5) 134,531,465 125,363,414
Contributed Surplus (Note 6) 37,801,794 40,673,726
Deficit (75,067,144) (71,796,966)
97,266,115 94,240,174
$119,943,786 $114,660,391

Commitments and contingencies (Note 7)

The accompanying notes are an integral part of these consolidated financial statements



Forsys Metals Corp.

(An exploration stage company)

Consolidated Statements of Operations, Comprehensive Loss and Deficit

(Unaudited and expressed in Canadian dollars)

Three Months Three Months Nine Months Nine Months
Ended Ended Ended Ended
September 30, October 31, September 30, October 31,
2009 2008 2009 2008
Note 1 Note 1
Other Income
Interest income $ 24,472 $ 317,758 $ 174,512 $ 1,290,089
Expenses
Stock option compensation (note 5) 74,556 299,070 223,668 1,967,003
Consulting fees and salaries 447,262 513,176 1,345,017 1,693,963
General and administrative 735,270 570,184 1,903,978 1,479,788
Amortization 47,562 66,148 139,177 213,332
Foreign exchange (gain) loss - (127,288) - (123,918)
Gain on sale of plant and equipment - - (5,808) -
Write-down of mineral properties (note 3) - 4,143,659 - 4,143,659
1,304,650 5,464,949 3,606,032 9,373,827
Loss before income taxes (1,280,178) (5,147,191) (3,431,520) (8,083,738)
Income tax expense — (recovery) (61,718) - (161,342) -
Net Loss and Comprehensive Loss (1,218,460) (5,147,191) (3,270,178) (8,083,738)
Deficit at Beginning of Period 73,848,684 67,505,316 71,796,966 64,568,769
Deficit at End of Period $75,067,144 $72,652,507 $75,067,144 $72,652,507
Net Loss per share (basic and diluted) $ (0.01) $ (0.07) $ (0.04) $ (0.11)
Weighted average number of common
shares outstanding 78,985,231 77,093,592 78,267,039 76,984,484

The accompanying notes are an integral part of the consolidated financial statements



Forsys Metals Corp.

(An exploration stage company)

Consolidated Statements of Cash Flow

(Unaudited and expressed in Canadian dollars)

Three Months Three Months Nine Months Nine Months
Ended Ended Ended Ended
September 30, October 31, September 30, October 31,
2009 2008 2009 2008
Note 1 Note 1
Operating Activities
Net Loss and Comprehensive Loss $(1,218,460) $(5,147,191) $(3,270,178) $ (8,083,738)
Items not involving cash:
Stock option compensation 74,556 299,070 223,668 1,967,003
Amortization 47,562 66,148 139,177 213,332
Gain on sale of capital assets - - (5,808) -
Future income tax recovery (61,718) - (161,342) -
Write-down of mineral properties - - - 4,518,021
Changes in non-cash working capital items:
Amounts receivable 198,271 (184,725) 379,336 (488,577)
Prepaid expenses (24,493) (29,449) (13,763) (10,306)
Accounts payable and accrued liabilities 382,174 227,154 341,544 165,672
Cash Flow Used in Operating Activities (602,108) (4,768,993) (2,367,366) (1,718,593)
Financing Activities
Exercise of options - 40,749 468,500 97,557
Exercise of warrants - - 5,525,000 -
Cash Flow from Financing Activities - 40,749 5,993,500 97,557
Investing Activities
Maturity of short-term investments - - 21,457,526 -
Additions to mineral properties and deferred
exploration expenditures (2,315,544) (2,736,715) (6,913,956)  (11,394,246)
Purchase of capital assets (6,159,879) (1,733,628) (8,037,340) (4,289,076)
Proceeds on sale of capital assets - - 24,763 -
Cash transferred from restricted deposits - 2,009,730 - 2,143,698
Cash Flow from Investing Activities (8,475,423) (2,460,613) 6,530,993 (13,539,624)
Exchange gain on cash held in foreign currency 20,015 20,619 (27,770) 45 357
Net increase (decrease) in cash and cash (9,057,516) (7,168,238) 10,129,357 (15,115,303)
equivalents
Cash and cash equivalents at beginning of period 32,022,674 43,888,989 12,835,801 51,836,054
Cash and cash equivalents at end of period $22,965,158 $36,720,751 $22,965,158 $36,720,751

The accompanying notes are an integral part of these consolidated financial statements



Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)

1. Nature of Operations

Forsys Metals Corp (“Forsys” or the “Company”) is a Canadian based exploration stage Company engaged in the
acquisition, exploration and development of mineral properties. The Company’s principal focus is on bringing the
Valencia Uranium Project into production and exploring its other mineral properties located in Namibia, Africa. As an
exploration stage company, the Company’s income is limited to interest income and other incidental income. The
Company continues to be dependent upon its ability to finance its development and exploration activities which may
include the issuance of debt or equity securities or the participation of third parties in various properties.

The recoverability of the amounts shown for mineral properties and related deferred costs is dependent upon, but not
limited to, the dependence on key individuals, the ability of the Company to obtain necessary permits and financing to
complete the exploration and development and upon future profitable production or proceeds from the disposition of
properties. The Company may be adversely affected by governmental amendments or changes to mining laws,
regulations and requirements in Namibia. The Company does not have sufficient cash to fund the development of its
Namibian properties and therefore will require additional funding which if not raised would result in the curtailment of
activities and result in development delays and/or a review of strategic alternatives. While the Company has been
successful in the past, there can be no assurance it will be able to raise sufficient funds in the future.

In 2008, the Company changed its year end from January 31 to December 31. Accordingly comparative figures are
provided for the three months and nine months ending October 31, 2008.

2. Summary of Significant Accounting Policies

Basis of Presentation

These unaudited interim consolidated financial statements have been prepared by management in accordance with
Canadian generally accepted accounting principles (GAAP) and follow the same accounting principles and methods
of application as used in the most recent annual consolidated financial statements except for the recent accounting
standards adopted as noted under the “New Accounting Standards Adopted” section below. Since the interim
financial statements do not include all disclosures required in the GAAP annual financial statements, the
accompanying unaudited interim consolidated financial statements should be read in conjunction with the notes to the
Company’s audited consolidated financial statements for the eleven months ended December 31, 2008. The
unaudited interim consolidated financial statements include all normal and recurring adjustments, which are, in the
opinion of management, necessary for a fair presentation of the respective interim periods presented and certain of
the prior period’s comparative numbers have been reclassified to reflect the current period’s financial statement
presentation. These financial statements include the accounts of Forsys and its subsidiaries Valencia Uranium (Pty)
Limited, Westport Resources Namibia (Pty) Limited and Mega Diamond Development Ltd. All inter-company
transactions and balances have been eliminated.

Changes in Accounting Policies

a) Effective January 1, 2009 the Company adopted the Canadian Institute of Chartered Accountants (“CICA")
Handbook Section 3064, “Goodwill and Intangible Assets” which replaced Handbook Section 3062, Goodwill
and Other Intangible Assets and Section 3450, Research and Development Costs. This standard established
revised standards for the recognition, measurement and disclosure of goodwill and intangible assets other than
the initial recognition of goodwill or intangible assets acquired in a business combination. Concurrent with the
introduction of this standard, the CICA withdrew EIC 27 “Revenues and expenses during the pre-operating
period”. This standard also harmonizes Canadian standards with IFRS and applies to annual and interim
financial statements for fiscal years beginning on or after October 1, 2008. There was no impact to previously
reported financial statements as a result of implementation of the new standard.



Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)

b)

On January 20, 2009 the Emerging Issues Committee of the CICA issued EIC-173 “Credit risk and the fair value
of financial assets and liabilities”. This abstract requires the Company to consider its own credit risk and the
credit risk of the counterparty when determining the fair value of financial assets and financial liabilities. This
guidance was adopted by the Company effective January 1, 2009 and did not have any impact on the
Company’s consolidated financial statements.

On March 27, 2009 the Emerging Issues Committee of the CICA issued EIC 174, “Mining Exploration Costs”,
which provides guidance on capitalization of exploration costs related to mining costs in particular and on
impairment of long-lived assets in general. This guidance was adopted by the Company effective January 1,
2009 and did not have an impact on the Company’s consolidated financial statements.

Accounting Standards Issued But Not Yet Adopted

The CICA has issued the following standards which may affect the financial disclosures and results of operation for
interim and annual periods beginning on or after January 1, 2011.

a)

In October 2008 the CICA issued Handbook Section 1582 “Business Combinations” will replace section 1581
“Business Combinations” and provide the Canadian equivalent to International Financial Standards Board
Standard IFRS 3 “Business Combinations”. This section specifies a number of changes including: an expanded
definition of a business, a requirement to measure all business acquisitions at fair value, a requirement to
measure non-controlling interests at fair value and a requirement to recognize acquisition-related costs as
expenses. Section 1582 applies prospectively to business combinations occurring on or after January 1, 2011.
The Company is currently reviewing the impact of this standard and does not expect any significant impact on its
consolidated financial statements.

In October 2008 the CICA issued Handbook Section 1601 “Consolidated Financial Statements” and CICA
Handbook Section 1602: “Noncontrolling Interests in Consolidated Financial Statements” together replace
existing CICA Handbook section 1600. Section 1601 establishes the standards for preparing consolidated
financial statements. Section 1602 specifies that noncontrolling interests be treated as a separate component of
equity, not as a liability or other item outside of equity. It is equivalent to the corresponding provisions of
International Financial Reporting Standard IAS 27, “Consolidated and Separate Financial Statements”. These
revised standards apply to financial statements prepared for periods beginning on or after January 1, 2011
although earlier adoption is permitted. CICA Handbook Section 1602: The CICA has issued the new Canadian
standard, Handbook Section 1602 Noncontrolling Interests in Consolidated Financial Statements. Section 1602
is effective for periods beginning on or after January 1, 2011 and will be applied prospectively to all
noncontroling interests, including any that arose before the effective date. Forsys does not expect the adoption
of these standards will have a material impact on its financial statements.

In June 2009, the CICA issued amendments to Handbook Section 3862, Financial Instruments — Disclosures.
The amendments provide for enhanced disclosures on liquidity risk and require new disclosures on fair value
measurements of financial instruments. These requirements harmonize Canadian standards with IFRS and
apply to annual financial statements for fiscal years ending after September 30, 2009. Cameco is assessing the
impact the new standard on its consolidated financial statements.



Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)

3. Mineral Properties and Deferred Exploration Expenditures

September 30, December 31,
2009 2008
Mineral properties
Balance at beginning of period $57,049,044 $56,115,962
Purchase of remaining 68% interest in Omatjete Mining

Company (Pty) Limited - 933,082
Balance at end of period 57,049,044 57,049,044

Deferred exploration expenditures
Balance at beginning of period 17,185,874 8,307,311
Exploration and development costs 7,281,169 9,035,156
Stock based compensation capitalized 78,950 217,769
Deferred exploration costs expensed - (374,362)
Balance at end of period 24,545,993 17,185,874
$81,595,037 $74,234,918

The Company holds the following Licences for mineral properties in Namibia, Africa.
a) Licence ML 149

Mining Licence ML149 for the Valencia Uranium Project was issued on August 20, 2008 for a period of 25
years until June 22, 2033. This Licence replaces Exclusive Prospecting Licence 1496.

b) Exploration Licences
The Company holds the following exploration Licences for mineral properties in Namibia, Africa:

i. A 70% interest in Exclusive Prospecting Licences 3632, 3635, 3636 and 3637 held by Ancash Investments
which was renewed for a period of two years until November 5, 2009 and for which renewal is pending.

ii. A 70% interest in the Exclusive Prospecting Licence 3638 held by Dunefield Mining Company (Pty) Limited,
which was renewed for a period of two years until November 6, 2009 and for which renewal is pending.

iii. Exclusive Prospecting Licence 3195 for the Ondundu gold project which was renewed for a period of two
years to May 30, 2009 and for which renewal is pending.

iv. Exclusive Prospecting Licence 3166 for the Omaruru gold project which has been renewed for a period of
two years until June 10, 2010.

During the third quarter of 2008, the Company made cash payments of $4,143,659 for mineral properties. These
properties were expensed in full as they have no definable uranium reserves.



Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)
4. Capital Assets
The Capital Assets balance consists of the following:

September 30, 2009

December 31, 2008

Accumulated

Accumulated Net Book R Net Book

Cost Amortization Value Cost Amortization Value

Land and buildings $ 655,000 $ $ 655,000 $ 655,000 $ $ 655,000
Vehicles 577,899 250,358 327,541 528,732 188,819 339,913
Equipment 352,796 163,337 189,459 327,759 128,467 199,292
Office furniture 134,967 63,915 71,052 131,292 52,653 78,639
Leasehold improvements 98,440 68,363 30,077 98,440 49,905 48,535
Construction in process 13,628,768 13,628,768 3,963,500 3,963,500
$15,447,870 $545,973 $14,901,897 $5,704,723 $419,844 $5,284,879

Construction in process consists of amounts advanced for the construction of a crusher, three rod mills and an
access road for the Valencia Uranium Project, plus cash advanced for the design of electricity infrastructure.

5. Share Capital

Authorized

The Company is authorized to issue:
An unlimited number of Class A common shares without par value

An unlimited number of redeemable, voting non-participating Class B shares
An unlimited number of Class C shares with rights and privileges to be determined by the Board of Directors of

the Company

Issued and Outstanding Class A Common Shares

Number of $
Shares
Balance as at January 31, 2008 76,838,998 124,587,015
Issued for cash:

Exercise of options 178,833 97,558
Reallocation from Contributed Surplus related to options exercised - 85,456
Issues as payment for:

Acquisition of 68% interest in Omatjete 152,400 475,936
Balance as at October 31, 2008 77,170,231 125,245,965
Issued for cash:

Exercise of options 30,000 60,000

Reallocation from Contributed Surplus related to options exercised - 57,449
Balance as at December 31, 2008 77,200,231 125,363,414
Issued for cash:

Exercise of warrants 1,400,000 5,525,000

Exercise of options 335,000 358,500
Reallocation from Contributed Surplus related to warrants exercised - 2,641,716
Reallocation from Contributed Surplus related to option exercised - 352,985
Balance as at March 31, 2009 78,935,231 134,241,615
Issued for cash:

Exercise of options 50,000 110,000
Reallocation from Contributed Surplus related to option exercised - 179,850
Balance as at June 30 and September 30, 2009 78,985,231 134,531,465
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Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)

Stock Options

A summary of the activity in the Company’s stock option plan is presented below:

Number of Weighted Average
Options Exercise Price $
Outstanding as at January 31, 2008 6,118,500 3.08
Granted 585,000 3.28
Exercised (93,833) 0.61
Cancelled (25,000) 2.45
Outstanding as at July 31, 2008 6,584,667 3.13
Granted 225,000 411
Exercised (115,000) 0.79
Cancelled (121,667) 3.81
Outstanding as at December 31, 2008 6,573,000 3.19
Exercised (385,000) 1.08
Outstanding as of June 30, 2009 6,188,000 3.31
Cancelled (25,000) 7.74
Outstanding as at September 30, 2009 6,163,000 3.30
Number of Weighted Average
Options Exercise Price $
Exercisable at July 31, 2008 5,832,334 3.13
Exercisable at December 31, 2008 6,183,000 3.18
Exercisable at September 30, 2009 5,968,001 3.17

A summary of the Company’s options outstanding and exercisable at September 30, 2009 is presented

below:

Exercise Options Options
Grant Date Price Outstanding Exercisable Expiry Date
July 7, 2005 $0.50 250,000 250,000 July 7, 2010
September 6, 2005 $0.75 100,000 100,000 September 6, 2010
March 23, 2006 $1.15 250,000 250,000 March 23, 2011
April 11, 2006 $2.00 195,000 195,000 April 11, 2011
September 27, 2006 $2.20 738,000 738,000 September 27, 2011
January 5, 2007 $5.69 110,000 110,000 January 5, 2012
February 21, 2007 $7.74 635,000 635,000 February 21, 2012
July 31, 2007 $5.40 100,000 100,000 July 31, 2012
September 4, 2007 $3.80 100,000 100,000 September 4, 2012
October 25, 2007 $3.00 3,000,000 3,000,000 October 25, 2012
March 7, 2008 $3.11 450,000 300,000 March 7, 2013
May 22, 2008 $4.11 10,000 6,667 May 22, 2013
August 1, 2008 $3.80 100,000 100,000 August 1, 2013
August 6, 2008 $3.65 75,000 50,000 August 6, 2013
September 19, 2008 $5.40 50,000 33,334 September 19, 2013

6,163,000 5,968,001

During the 3 months ended September 30, 2009 stock option compensation of $26,316 (3 months ended October 31,
2008 $102,730) was included in deferred exploration expenditures and $74,556 (3 months ended October 31, 2008

$299,070) was expensed.



Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)

During the 9 months ended September 30, 2009 stock option compensation of $78,950 (9 months ended October 31,
2008 $202,224) was included in deferred exploration expenditures and $223,668 (9 months ended October 31, 2008
$1,967,007) was expensed. At September 30, 2009 $251,672 of unvested and unamortized value remained to be
recorded. No options have been granted since December 31, 2008. Since September 30, 2009, 750,000 stock

options have been issued and 50,000 stock options have been exercised.
Warrants

A summary of the activity in the Company’s warrants is presented below.

Number of Weighted Average
Warrants Exercise Price

Outstanding as at January 31, 2008, September 30, 2008 and
December 31, 2008 7,500,000 $5.27
Exercised (1,400,000) $3.86
Expired March 14, 2009 without being exercised (2,100,000) $3.50
Outstanding as at June 30, 2009 and September 30, 2009 4,000,000 $6.66

The following table provides additional information about outstanding warrants at September 30, 2009

Expiry Date Number of

Grant Date Warrants Exercise Price
March 13, 2007 March 13, 2010 4,000,000 $6.66
6. Contributed Surplus

Balance as at January 31, 2008 $ 38,582,156
Stock-based compensation 1,765,427
Value of options transferred to share capital (50,081)
Balance as at July 31, 2008 40,297,502
Stock-based compensation 401,800
Value of options transferred to share capital (35,375)
Balance as at October 31, 2008 40,663,927
Stock-based compensation 67,248
Value of options transferred to share capital (57,449)
Balance as at December 31, 2008 $ 40,673,726
Stock-based compensation 201,746
Value of options transferred to share capital (532,835)
Value of warrants transferred to share capital (2,641,716)
Balance as at June 30, 2009 $ 37,700,921
Stock-based compensation 100,873
Value of options transferred to share capital -
Balance as at September 30, 2009 $ 37,801,794




Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)

7. Commitments and Contingencies

a) The Company is involved from time to time in various legal actions and claims in the ordinary course of business.
In the opinion of management, the aggregate amount of any potential liability is not expected to have a material
adverse effect on the Company’s financial position or results.

b) In order to achieve production, the Company has identified certain critical items requiring a purchase commitment
in advance of a formal production decision for Valencia being made by the Company’s Board. At September 30,
2009 the Company had outstanding commitments of $11,819,000 for the remaining cost of a primary gyratory
crusher, three rod mills and a road with progress payments scheduled over the next year.

¢) On August 25, 2009 the Company advised that since funds had not been received to complete the Arrangement
Agreement (the “Agreement”) dated November 14, 2008, as amended, with George Forrest International Afrique
S.P.R.L (“GFI"), the Company’s Board had terminated the Agreement. GFI had previously issued a news release on
August 4, 2009 and represented to the Company that GFl had obtained unconditional funding to complete the
transaction which would be available on or about August 17, 2009.

On August 27, 2009 GFI responded by accepting that the Agreement was terminated and disputed the Company’s
entittement to a receipt of a Break Fee of $20 million (the “Break Fee”) and alleged certain breaches of the
Agreement by Forsys for which they have filed a claim for damages of $150 million.

The Company strongly disagrees with GFI's assertions and will be vigorously defending itself against these
allegations and pursuing its entitlement to the Break Fee and any other legal remedies it may have. The Company
believes that it is unlikely that any payment for damages will be awarded to GFI and accordingly no accrual has been
made in these financial statements for any loss resulting from GFI's allegations and no accrual has been made in
these financial statements for any entitlement to the Break Fee under the Agreement.

d) The Company has operating lease commitments over the next five years as follows:

2009 $41,000
2010 111,000
2011 97,000
2012 8,000
2013 -

$257,000

8. Related Party Transactions

During the three months ended September 30, 2009, consulting fees of $286,000 (three months ended October 31,
2008 - $286,000) and during the nine months ended September 30, 2009 $858,000 (nine months ended October 31,
2008 $820,000) were paid to three directors of the Company or companies controlled by them in accordance with the
consultant’s contracts.

General and administrative expenses include $119,000 for the three months ended September 30, 2009 (Three
months ended October 31, 2008 - $nil) and $579,000 for the nine months ended September 30, 2009 (nine months
ended October 31, 2008 -$nil) for legal fees paid to a firm, a partner of which is also a Director of the Company.

These payments have been recorded at the exchange amounts agreed to by the parties and have been paid.
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Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)

9. Segmented Information

The Company has one operating segment in the mining and mineral exploration industry in Namibia. Mining
properties, deferred exploration expenditures and substantially all of the company’s capital assets, and working
capital with the exception of cash and cash equivalents relate to Namibia. The total assets located by geographic
area are as follows:

September 30, 2009 December 31, 2008

Namibia $ 96,982,801 $ 80,104,771
Canada 22,960,985 34,555,620
$119,943,786 $114,660,391

10. Capital Management

The Company’s objective when managing capital is to ensure that it has sufficient capital to maintain its ongoing
operations, to provide adequate returns for shareholders and benefits for other stakeholders and to maintain a
sufficient level of funds to support continued exploration and development of its operations in Namibia.

The Company manages its capital structure and makes adjustments in light of changes in economic conditions and
the risk characteristics of the Company’s assets. Exploration involves a high degree of “discovery risk” and
substantial uncertainties about the ultimate ability of the Company to achieve positive cash flow from operations.
Consequently, management funds the Company’s exploration by issuing capital stock rather than using other capital
sources that require fixed repayments of principal or interest. The level of exploration activity is dependent based on
the level of funds available to the Company to manage its exploration and development activities.

The Company has committed to the acquisition of some long lead time items required to advance development and
these expenditures are being funded from working capital. The Board of Directors of Forsys (the “Board”) has not yet
made an initial decision to develop the mine. Management will consider the issue of senior debt, convertible
investments, other financial instruments and strategic partners as a means to finance development while minimizing
equity dilution.  In order to maintain or adjust its capital structure, the Company expects that it will be able to obtain
financing sufficient to maintain and expand development activities. There are no assurances that these initiatives will
be successful.

As of September 30, 2009 the Company is not subject to any externally imposed capital requirements and there has
been no change during the period with respect to the overall capital risk management strategy.

11. Financial Risk Factors

The Company examines the various financial instrument risks to which it is exposed and assesses the impact and
likelihood of those risks. These risks may include credit risk, liquidity risk, currency risk, interest rate risk and price
risk.

a) Credit Risk

The Company’s credit risk primarily relates to short-term deposits and accounts receivable. The Company
manages its credit risk over short-term deposits by purchasing short-term investment grade securities, such as
banker’s acceptances and bank deposit notes issued by top tier Canadian banks. The Company’s receivables
currently consist primarily of value-added taxes receivable from the Namibian government the collectability of
which is dependent on Namibian tax policy not changing.
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Forsys Metals Corp.

(An exploration stage company)

Notes to Consolidated Financial Statements
For the Quarter Ended September 30, 2009

(Unaudited and expressed in Canadian dollars)
b) Liquidity

The Company's approach to managing liquidity risk is to provide sufficient capital to meet liabilities when due.
The Company maintains sufficient cash and cash equivalents to meet short-term business requirements. On
September 30, 2009 the Company had cash and cash equivalents of $22,965,158. On January 5, 2009 a short-
term deposit for $21,457,526 was reinvested for a term of less than 90 days and is therefore included in cash
and cash equivalents.

c) Foreign Currency Risk

The Company’s functional currency is the Canadian dollar. Expenses are incurred in Canadian dollars, United
States dollars, Namibian dollars and Euros. The Company is subject to gains and losses due to fluctuations in
these currencies. The Company maintains a Canadian and US dollar bank account in Canada and maintains a
Namibian dollar bank account for local operating expenses in Namibia.

At September 30, 2009 $22.8 million of the Company’s cash and cash equivalents and short-term deposit are
held in Canadian dollars with a Canadian Chartered Bank. The remaining $0.2 million is held in a Namibian
dollar bank account in Namibia to meet immediate cash requirements.

As part of its acquisition of equipment for Valencia, the Company is responsible for foreign exchange fluctuations
between the original price and the actual time of payments, with portions of the contract payable in US, Canadian
dollars and Euros. Pursuant to the contract the supplier enters into foreign exchange contracts in order to
minimize the Company’s exposure to foreign exchange volatility. The Company does not hedge any of these
purchase commitments given the short term nature of the current commitments.

d) Interest Rate Risk

The Company’s cash and cash equivalents and short-term investments primarily include highly liquid
investments, which earn interest at market rates that are fixed to maturity. At September 30, 2009 these
investments consisted primarily of interest bearing bank deposits issued by top tier Canadian banks. The
Company reviews the credit ratings of these banks from time to time and its investment decisions are focused on
preservation of capital and liquidity. The Company also holds cash and cash equivalents in bank accounts that
earn variable interest rates. Because of the short-term nature of these financial instruments, fluctuations in
market rates do not have a significant impact on estimated fair values as of September 30, 2009. Future cash
flows from interest income on cash and cash equivalents will be affected by interest rate fluctuations.

e) Commodity Price Risk

The future profitability of the Company is directly related to the market price of uranium. The feasible
development of Valencia is highly dependent upon the price of uranium. A sustained and substantial decline in
commodity prices and uranium prices in particular could result in the write-down, termination of exploration work
and loss of the Company’s interests in some of its properties.

f) Sensitivity Analysis

As of September 30, 2009, management estimates that if interest rates changed by 0.5%, (i.e. 50 basis points),
assuming all other variables remained constant, the reduction in the net loss would have been approximately
$115,000.
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