BAYSWATER URANIUM CORPORATION

INTERIM CONSOLIDATED FINANCIAL STATEMENTS

MAY 31, 2010

(Unaudited — Prepared by management)



These unaudited interim consolidated financial statements of Bayswater Uranium Corporation for
the three months ended May 31, 2010 have been prepared by management and approved by the
Board of Directors.



BAYSWATER URANIUM CORPORATION
INTERIM CONSOLIDATED BALANCE SHEETS

(Unaudited)
May 31, February 28,
2010 2010
(Audited)
ASSETS
Current
Cash $ 1511082 $ 394,679
Short-term investments - 1,949,000
Marketable securities (Note 4) 344,626 861,062
Receivables 276,295 135,719
Prepaids and deposits 79,376 76,200
2,211,379 3,416,660
Long-term receivable (Note 7) 224,470 221,633
Equipment (Note5) 123,250 127,121
Reclamation bonds 17,785 17,785
Exploration advances 7,500 7,500
Deferred acquisition costs (Note 6) - 826,306
Mineral properties(Note 7) 40,738,297 33,376,284

$ 43,322,681 $ 37,993,289

LIABILITIESAND SHAREHOLDERS EQUITY

Current
Accounts payable and accrued liabilities (Note 13(c)) $ 2150575 $ 340,239

Shareholders' equity

Capital stock (Note 8) 72,647,923 68,810,148
Contributed surplus (Note 8) 15,976,159 15,768,920
Deficit (47,451,976) __(46.926,018)

41.172,106 37,653,050

$ 43,322,681 $ 37,993,289

Nature of operations and going concer n (Note 1)
Commitments (Note 12)

On behalf of the Board:

“George Leary” Director “Victor Tanaka” Director

The accompanying notes are an integral part of theseinterimconsolidated financial statements.



BAYSWATER URANIUM CORPORATION
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS, COMPREHENSIVE LOSS AND DEFICIT
THREE MONTHS ENDED MAY 31

(Unaudited)
2010 2009
EXPENSES
Administration $ 5610 $ 5,340
Amortization 9,169 9,215
Consulting fees 53,697 33,149
Directors' fees(Note 10) 9,375 9,375
Investor relations 25,578 38,939
Management fees (Note 10) 30,000 12,000
Office and miscellaneous 56,872 61,534
Professional fees 63,885 61,244
Property investigation costs - 13,599
Rent 26,107 27,603
Shareholder communications 34,321 16,496
Stock-based compensation (Note 9) 207,239 418,736
Transfer agent and filing fees 4,409 7,566
Travel and related costs 5,294 4,465
L oss before other items (531,556) (719,261)
OTHER ITEMS
Foreign exchange gain (1oss) 42,432 24,772
Interest and other income 19,139 21,939
Unrealized gain on marketable securities (Note 4) 55,469 139,175
Realized loss on sale of marketable securities (111,442) -
Loss on sale of mineral properties - (61,470)
5,598 124,416
L oss beforeincome taxes (525,958) (594,845)
Futureincome tax expense - (103,000)
L oss and comprehensivelossfor the period (525,958) (697,845)
Deficit, beginning of period (46,926,018) (23,894,899)
Deficit, end of period $ (47,451,976) $ (24,592,744)
Basic and diluted loss per common share $ (0.03) $ (0.05)
Weighted aver age number of common shares outstanding 19,453,412 15,418,968

The accompanying notes are an integral part of theseinterimconsolidated financial statements.



BAYSWATER URANIUM CORPORATION

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
THREE MONTHS ENDED MAY 31

(Unaudited)

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES
Lossfor the period $ (525,958 $ (697,845
Items not affecting cash:
Amortization 9,169 9,215
Stock-based compensation 207,239 418,736
Accretion of interest on long-term receivable (2,837) -
Unrealized gain on marketable securities (55,469) (139,175)
Realized loss on sale of marketable securities 111,442 -
Loss on sale of mineral properties - 61,470
Future income taxexpense - 103,000
Changes in non-cash working capital items:
(Increase) decrease in receivables (37,365) 115,730
Increasein prepaids and deposits (3,176) (28,238)
Increase (decrease) in accounts payable and accrued liabilities 9,580 (55,811)
Net cash used in operating activities (287.375) (212,918
CASH FLOWS FROM INVESTING ACTIVITIES
Short-term investments 1,949,000 (13,747)
Proceeds on sale of marketable securities 460,463 -
Equipment (5,298) (1,402)
Mineral property expenditures (152,588) (417,307)
Mineral property recoveries 163,143 150,257
Investment in subsidiary, net of cash acquired (1,345,707) -
Exploration advances - 12,743
Proceeds on sale of mineral properties - 52,624
Recovery of reclamation bonds - 306,709
Net cash provided by investing activities 1,069,013 89,877
CASH FLOWS FROM FINANCING ACTIVITY
Capital stock issued 334,765 26,250
Net cash provided by financing activity 334,765 26,250
Changein cash during the period 1,116,403 (96,791)
Cash, beginning of period 394,679 342,222
Cash, end of period $ 1511082 $ 245,431

Supplemental disclosurewith respect to cash flows (Note 11)

The accompanying notes are an integral part of theseinterimconsolidated financial statements.



BAYSWATER URANIUM CORPORATION

NOTES TO THEINTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

1. NATURE OF OPERATIONS AND GOING CONCERN

Bayswater Uranium Corporation and its wholly-owned subsidiaries (“Bayswater” or the “ Company”) are engagedinthe
acquisition and exploration of their mineral properties and have not yet determined whether these properties contain
economically recoverable reserves. To date, the Company has not earned significant revenues.

During fiscal 2010, the Company consolidated its outstanding common shares on the basis of ten existing sharesto one
new share (Note 8). All referencesto number of shares and per share amounts have been retroactively restated to reflect
the consolidation.

Theseinterim consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles (“GAAP”) for interim financial statements with the assumption that the Company will be able to
realize its assets and dischargeitsliabilities in the normal course of operations rather than through a process of forced
liguidation. The Company hasincurred operating |osses over the past several years and does not have acurrent source of
revenue or sufficient financial resources to sustain operationsin the long term.

The Company continuesto be dependent upon its ability to finance its operations and exploration programs, including an
expected $14,000,000 cash contribution relating to the Reno Creek Property (Note 6), through financing activities that
may include issuances of additional debt or equity securities. The recoverability of the carrying value of exp loration
projects, and ultimately, the Company’s ability to continue as a going concern, is dependent upon the existence and
economic recovery of reserves, the ahility to raise financing to complete the development of the properties, and upon
future profitable production or, alternatively, upon the Company’ s ability to dispose of itsinterest on an advantageous
basis, all of which are uncertain.

While management intends to pursue additional financings and the Company has been successful in obtaining its
required financing in the past, there is no assurance that such financing will be available or be available on favourable
terms. An inability to raise additional financing may impact the future assessment of the Company as a going concern.

The consolidated financial statements do not include adjustments to amounts and classifications of assets and liabilities
that might be necessary should the Company be unable to continue operations.

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

These unaudited interim consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principlesfor interim financial statements. Accordingly, they do not include all of the information
and footnotes required by generally accepted accounting principlesfor complete financial statements. 1n the opinion of
management, the accompanying financial information reflects all adjustments, consisting primarily of normal and
recurring adjustments considered necessary for fair presentation of the results for the interim period. Operating results
for the three months ended May 31, 2010 are not necessarily indicative of the results that may be expected for the year
ending February 28, 2011. Theseinterim consolidated financial statements follow the same accounting policies, except
as noted below, asthe annual financia statements. Accordingly, these interim consolidated financial statements should
be read in conjunction with the 2010 annual financial statements and notes thereto.

Principles of Consolidation
The companies and venturesjointly controlled by the Company are consolidated using the proportionate consolidation
method. Joint control is deemed to exist when agreements exist that require that material changes to the operating,

investing and financing policies of such company or venture be approved by a percentage of the participating interest
sufficiently high enough to prevent any one participant from exercising unilateral control.

-6-



BAYSWATER URANIUM CORPORATION

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

3. FUTURE CHANGES IN ACCOUNTING POLICIES

International financial reporting standards

In February 2008, the Accounting Standards Board (* AcSB”), announced that 2011 is the changeover date for publicly
listed companiesto use International Financial Reporting Standards (“IFRS"), replacing Canada’ s own GAAP. The date
isfor interim and annual financial statementsrelating to fiscal years beginning on or after January 1, 2011. The transtion
date for the Company will be March 1, 2011 and will require the restatement for comparative purposes of amounts
reported by the Company for the year ended February 28, 2011. While the Company has begun assessing the adoption of
IFRS for 2011, the financial reporting impact of the transition to IFRS cannot be reasonably estimated at thistime.

Business Combinations

In January 2009, the CICA issued Handbook Sections 1582 “Business Combinations”, 1601 “Consolidated Financial
Statements” and 1602 “Non-controlling Interests” which replace CICA Handbook Sections 1581 “Business
Combinations” and 1600 “ Consolidated Financial Statements’. Section 1582 establishes standards for the accounting for
business combinations that is equivalent to the business combination accounting standard under IFRS. Section 1601
together with Section 1602 establishes standards for the preparation of consolidated financial statements. These Sections
are applicable for interim and annual consolidated financial statements for fiscal years beginning January 1, 2011. Early
adoption of these Sectionsis permitted and all these sections must be adopted concurrently.

4, MARKETABLE SECURITIES

As at May 31, 2010, marketable securities consist of shares in publicly traded companies with an initial cost of
$1,362,635 (February 28, 2010 - $1,934,540) and a fair value of $344,626 (February 28, 2010 - $861,062). An
unrealized gain on marketable securities of $55,469 (2009 — unrealized gain of $139,175) was recorded in the results of
operations for the three months ended May 31, 2010.

5. EQUIPMENT
May 31, 2010 February 28, 2010

Accumulated Net Accumulated Net
Cost  Amortization Book Value Cost  Amortization Book Value

Furniture and fixtures $ 14,021 $ 10,358 $ 3663 $ 11970 $ 10,267 $ 1,703

Computer equipment 141,267 82,616 58,651 138,020 77,237 60,783
Exploration equipment 120,914 60,119 60,795 120,914 56,845 64,069

Leasehold improvements 10,191 10,050 141 10,191 9,625 566

$ 286393 $ 163143 $ 123250 $ 281,095 $ 153974 $ 127,121




BAYSWATER URANIUM CORPORATION

NOTESTO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

6. INVESTMENT IN RENO CREEK PROPERTY

During the year ended February 28, 2010, the Company entered into aformal Purchase Agreement (the “ Agreement”)
with Strathmore Resources (US) Ltd. (“ Strathmore”), awholly owned subsidiary of Strathmore Minerals Corp., and
American Uranium Corp. (“American”), for the acquisition (the “Acquisition”) of a 100% interest in the Reno Creek
uranium property, located in northeastern Wyoming (the “Reno Creek Property” or the “ Property”).

As at February 28, 2010, the Company had incurred deferred acquisition costs relating to this transaction totalling

$826,306. Thistotal included US $500,000 of non-refundable deposits paid to Strathmore which were credited to the
purchase price when the transaction closed during the three months ended May 31, 2010.

Effective April 7, 2010, pursuant to a series of agreements, the acquisition of the Reno Creek Property was compl eted
through the acquisition of AUC LLC, a limited liability company, in consideration for the aggregate payment of

US$20,000,000 to Strathmore, of which US$17,500,000 was paid in cash and US$2,500,000 was paid through the
issuance of 4,422,807 common shares of the Company. In consideration for an extensivehistorical database, rightstoa
previous permit and in exchange for American’s consent to the transaction and termination of its rights pursuant to a
previousjoint venture on the Property, the Company paid American US$2,000,000, of which US$1,000,000 was paid in
cash and US$1,000,000 was paid through the issuance of 1,833,455 common shares of the Company. All common shares
of the Company issued to Strathmore and American have afour month hold period expiring August 8, 2010.

The Company executed an investment agreement dated April 7, 2010 pursuant to which Pacific Road Resources Funds
(“PRRF"), aprivate mining equity investor, provided US$20,000,000 in financing to fund the purchase of the Property.
The financing consisted of a US$20,000,000 investment into 7514565 Canada Inc. (“Newco”) which holds the Property
through certain wholly-owned subsidiaries. PRRF holds a 76.92% interest in Newco and the Company holds a 23.08%
interest in Newco. The Company’s cost of its 23.08% interest totaled $8,206,678, which included an establishment fee
of US$700,000 (payable on or before December 1, 2010 and bearing interest at the rate of 15% per annum) and afinder's
fee of US$1,000,000 (US$100,000 paid on closing with the balance payable on or before December 1, 2010), both
payable in conjunction with this investment agreement. The Company and PRRF have entered into a shareholders
agreement in respect of Newco which will permitthe Company to contribute additional amountsto Newco in order to
achieve a 50% ownership interest. PRRF has the right to convert itsinvestment in Newco into common shares of the
Company, subject to shareholder approval, at any time up to six monthsfollowing the latter of completion of afeasibility
study and mine permitting, but not later than five years from April 7, 2010. Should shareholder approval not be
obtained, PRRF may purchase the Company’s shares of Newco at cost. The shareholders’ agreement also providesfor
egual representation on the board of Newco, subject to adjustment, aswell as unanimous Newco shareholder approval
for certain key decisions including annual work program and budgets for the Property.

The Company is the initial manager of the Property and is to contribute additional amounts in stages totaling
US$14,000,000in order to complete afeasibility study and to secure mining permits. Upon the Company making the
US$14,000,000 cash contribution to Newcao, it will own a50% interest in Newco. Upon PRRF converting itsinvestment
in Newco into common shares of the Company, the Company will then own a 100% interest in Newco and, thus, the
Reno Creek Property.

If the Company does not contribute a minimum of US$7,000,000 on or before December 1, 2010, PRRF may elect to
fund this amount by advancing aloan to Newco that will bear interest at 15% per annum.



BAYSWATER URANIUM CORPORATION
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

MAY 31, 2010
(Unaudited)

7. MINERAL PROPERTIES

CMB Thelon CollinsBay Niger, Reno Creek
Three Months Ended Labrador Basin Property, West USA Ireland Project
May 31, 2010 Claims Projects Saskatchewan Africa Properties Properties (Note6) Total
Acquisition costs
Balance, beginning of period $ 158714 $ 828313 $ 1875465 $ 125074 $ 5234580 $ 600000 $ - $10,262,146
Additions - - - - - - 7,299,618 7,299,618
Recoveries - - (25,026) - - - (25,026)
Balance, end of period 1,598,714 828,313 1,850,439 125,074 5,234,580 600,000 7,299,618 17,536,738
Deferred exploration costs
Balance, beginning of period 8,903,252 3,959,493 2,046,937 131,801 7,065,133 1,007,522 - 23,114,138
Camp costs 1,300 - - - - - - 1,300
Environmental - - - - 3,290 - 17,352 20,642
Field administration - - - - 12,331 - - 12,331
Geologica consulting 15,000 - - - 36,501 44,873 32,830 129,204
Property cost recoveries (138,117) - - - - - - (138,117)
Property maintenance - 3,435 - - 51,613 - 3,982 59,030
Travel and related 1,988 - - - 1043 - - 3,031
(119,829) 3435 - - 104,778 44873 54164 87421
Balance, end of period 8,783,423 3,962928 2,046,937 131,801 7,169,911 1,052,395 54,164 23,201,559
Total, end of period $ 10,382,137 $ 4,791,241 $ 3897376 $ 256,875 $ 12,404,491 $ 1652395 $ 7,353782 $40,738,297




BAYSWATER URANIUM CORPORATION

NOTESTO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

7. MINERAL PROPERTIES (cont'd...)

Mali and
CMB Thelon Athabasca Collins Bay Niger,
Year Ended Labrador Basin Basin, Property, West USA Ireland Italy
February 28, 2010 Claims Projects Saskatchewan ~ Saskatchewan Africa Properties Properties Properties Total
Acquisition costs
Balance, beginning of year $ 1595714 $ 2,735054 $ 618640 $ 3803210 $ 125075 $ 5485207 $ 600,000 $ 194744 $15157,644
Additions 3,000 - - - - 10,877 - - 13,877
Recoveries - - - (16,500) - (261,504) - - (278,004)
Written-off during the year (1,906,741) (618,640) (1,911,245) (4,436,626)
Disposed of during the year - - - - (1) - - (194,744) (194,745)
Balance, end of year 1,598,714 828,313 - 1,875,465 125,074 5,234,580 600,000 - 10,262,146
Deferred exploration costs
Balance, beginning of year 17,215,113 9,019,414 3,470,988 4,077,021 121,609 6,169,568 996,218 289,366  _41,359,297
Analytical 51,672 - - - - - - - 51,672
Camp costs 28,934 - - - - - - - 28,934
Community relations 1,480 365 - - - - - - 1,845
Compilation 9,415 320 - 3,070 - 5,539 - - 18,344
Environmental - - - - - 123,680 - - 123,680
Equipment 23,955 140 - - - - - - 24,095
Field administration 18,510 1,406 - 310 - - 3,268 - 23,49
Field supplies 2,754 - - - - - - - 2,754
Fixed wing/helicopter 97,863 - - - - - - - 97,863
Geologica consulting 324,738 145,645 37,500 48,048 10,192 215,242 8,036 - 789,401
Property cost recoveries - (93,944) - - - - - - (93,944)
Property maintenance 2,039 9,819 - 415 - 537,597 - - 549,870
Travel and related 30,030 13,346 4,489 4,063 - 13,507 - - 65435
591,390 77,097 41,989 55,906 10,192 895,565 11,304 - 1,683,443
Disposed of during the year - - - - - - - (289,366) (289,366)
Written-off during the year (8,903251) _ (5,137,018) (3,512,977) (2,085,990) - - - - (19,639,236)
Balance, end of year 8,903,252 3,959,493 - 2,046,937 131,801 7,065,133 1,007,522 - 23114138
Total, end of year $ 10501966 $ 4,787,806 $ - $ 3922402 $ 256,875 $ 12,299,713 $ 1607522 $ - $33,376,284
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BAYSWATER URANIUM CORPORATION

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

7. MINERAL PROPERTIES (cont'd...)

Titleto mineral properties

Title to mineral properties involves certain inherent risks due to the difficulties of determining the validity of certain
clamsaswell asthe potential for problems arising from the frequently ambiguous conveyancing history characteristic of
many mineral properties. The Company has investigated title to all of its mineral properties and, to the best of its
knowledge, title to all of its propertiesis in good standing.

Uranium properties
Reno Creek Property, Wyoming

Effective April 7, 2010, the acquisition of a100% interest in the Reno Creek Property, located in northeastern Wyoming,
was completed (Note 6). The Company executed an investment agreement dated April 7, 2010 pursuant to which PRRF
provided US$20,000,000 in financing to fund the purchaseof the Property. The financing consisted of a US$20,000,000
investment into Newco which holds the Property through certain wholly-owned subsidiaries. PRRF holds a 76.92%
interest, and the Company holds a 23.08% interestin Newco. Newco isjointly controlled by the Company and PRRF
and, as such, the Company accounts for itsinterest using the proportionate consolidation method whereby the Company
recordsits 23.08% share of the joint venture’ s assets, liabilities and expenses (See Note 6 for further details)..

The Company’s 23.08% share of assets, liabilities and expensesis as follows:

23.08% Share of
Assets, Additional
Liabilities and Acquisition February 28,
Expenses Costs May 31, 2010 2010
Balance sheet
Cash $ 906,556 $ - 3% 906,556 $ -
Prepaids and deposits 8,632 - 8,632 -
Equipment 5,298 - 5,298 -
Mineral properties 5,155,705 2,198,077 7,353,782 -
Accounts payable and accrued liabilities (32,024) - (32,024) -

$ 6044167 $ 2198077 $ 8242244 $ -

Statement of operations

Expenses $ (10,986) $ - $ (10,986) $ -
Foreign exchange gain 46,552 - 46,552 -
$ 35566 % - $ 35566 $ -

11



BAYSWATER URANIUM CORPORATION

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

7. MINERAL PROPERTIES (cont’d...)
Uranium propertiegcont’'d...)
Reno Creek Property, Wyoming (cont'd...)
Future obligations associated with the Reno Creek Property consist of payments pursuant to maintaining mineral claims

and various underlying mineral lease, surface access and property option agreements. The Company’ s 23.08% share of
these future payments are as follows:

Payments Due Dates

uss 22,464 August, 2010

189,219  February, 2011
2530  May, 2011
39,437  August, 2011

28,157 February, 2012
2,530 May, 2012
41,720 August, 2012

28,157 February, 2013
2,530 May, 2013
41,720 August, 2013

28,157  February, 2014
2530  May, 2014
41,720  August, 2014

uss 470,871

Central Mineral Belt (“CMB”) Properties, Labrador

On November 17, 2005, the Company entered into an option agreement with Longview Capital Partners Inc. (formerly
Longview Strategies Incorporated) (“Longview™), acompany related by aformer director in common, to acquire a100%
interest in certain claim blocks located in Labrador, Newfoundland. Under the terms of the agreement, the Company
paid Longview $560,000 and issued 168,120 common shares valued at $872,000. A net smelter royalty (“NSR”) of 2%
will be payable to an underlying option holder on each of the claim blocks retained. The Company has the right to
purchase one-half of the NSR (1%) at any time for $1,500,000. By agreement dated November 22, 2005, L ongview
assigned all its staking rights with the underlying option holder to the Company.

12



BAYSWATER URANIUM CORPORATION

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

7. MINERAL PROPERTIES (cont'd...)
Uranium propertiegcont’'d...)
Central Mineral Belt (“CMB”) Properties, Labrador (cont'd...)

On November 29, 2005, the Co mpany entered into an agreement with the underlying option holder to stake additional
claim blocks at a cost of $61,440. In consideration, the Company paid the underlying option holder a staking fee of
5,000 common shares valued at $15,000. A NSR of 2% will be payable on each of the claim blocks. The Company has
the right to purchase one-half of the NSR (1%) at any time for $1,500,000.

On January 3, 2006, the Company entered into an agreement with the underlying option holder to stake additional claim
blocks at a cost of $599,040. In consideration, the Company paid the underlying option holder a staking fee of $10,000
in cash and 18,000 common shares valued at $86,400. A NSR of 1% will be payable on each of the claim blocks. The
Company hastheright to purchase all of the NSR (1%) at any time for $2,000,000.

The Company acquired by staking, during the year ended February 28, 2007, additional claims in Labrador. In
consideration, the Company paid a staking fee of $19,400 in addition to staking costs of $144,800. An NSR of 1% will
be payable on these claims. The Company retains the right to purchase the NSR (1%) at any time for $2,000,000.

The Company purchased, during the year ended February 28, 2007, additional claimsin Labrador for cash consideraion
of $5,600. An NSR of 2% will be payable on these claims. The Company has the right to purchase one-haf of the NSR
(1%) at any time for $1,500,000.

The Company has acquired, during the year ended February 28, 2007, a 100% interest, by staking, in additiona clamsin
Labrador, subject to a 1% or 2% NSR for a staking fee of $3,000. The Company has the right to purchase, respectively,
all or one-half of the NSR (1%) at any time for $1,000,000.

The Company has acquired, during the years ended February 29, 2008 and February 28, 2007, a 100% interest, by
staking, in additional claimsin Labrador.

Central Mineral Belt (“CMB”) Properties, Labrador (cont'd...)

During the year ended February 29, 2008, the Company entered into an option/joint venture agreement with Ucore
Uranium Inc. (“Ucore™), whereby the Company and Ucore pooled certain claims and option rights on additional claims
held by Ucore in Labrador. Pursuant to the terms of the agreement, the Company and Ucore each have the option to
acquire a50% interest in the pooled claimsand option rights by incurring exploration expenditures totaling $400,000
(completed).

During the year ended February 28, 2010, the Company wrote down the CMB Propertiesin the amount of $8,903,251
due to market conditions and continues to maintain its key landholdings in Labrador.

Thelon Basin Projects

These properties include the Canada Uranium Joint V enture and the Company’ s other property holdingsin the Thelon
Basin.

13



BAYSWATER URANIUM CORPORATION

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

7. MINERAL PROPERTIES (cont'd...)
Uranium properties (cont'd...)

Thelon Basin Properties, Northwest Territories (“NWT”) and Nunavut (“NU”)

The Company entered into an agreement, dated April 13, 2006, with Y ukon 37999 Inc. to acquire a 100% interest in
certain uranium claimsin the South Thelon area of the NWT. As consideration, the Company paid cash of $102,903 and
issued 10,886 common shares valued at $95,432. A NSR of 2% on metals and a gross overriding royalty (“GOR”) of
2% on diamonds will be payable on each of the claims. The Company retains the right to purchase one-half of the
royalties (1.0%) at any time for $2,000,000.

During the year ended February 28, 2007, the Company entered into agreements with Aurora Geosciences Ltd.
(*Aurora”) to stake a minimum of 1,100,000 acresin Thelon Basin, NWT and NU. Under the terms of the agreements,
consideration for staking was $0.60 per acre and one-third of a common share of the Company per acre, for clams
located on land and $0.40 per acre and one-quarter of acommon share of the Company per acre for claimslocated over
water. During the year ended February 28, 2007, atotal of $1,056,356 was paid by the Company for staking costs and
52,030 common shares were issued to Aurora. In addition, during the year ended February 29, 2008, atotal of $333,368
was paid for staking costs and 18,387 common shares were issued to Aurora.

Pursuant to a Memorandum of Understanding (“MOU”) dated April 11, 2005, the Company was granted an option to
acquire an 80% interest in uranium rightsin certain exploration permits acquired by Diamonds North Resources Ltd.
(“Diamonds North”), and now held by Uranium North Resources Corp. (“Uranium North”), located within and around
the Thelon Basin, Northwest Territories, in consideration of making a cash payment of $100,000 (paid) and issuing a
total of 200,000 common shares. The Company issued 29,400 shares during the year ended February 29, 2008. The
Company must also incur staged optional exploration expenditures on the property totaling $4,000,000, of which
$400,000 must be expended by April 11, 2006 (completed), a further $1,600,000 by April 11, 2007 (completed) and a
further $2,000,000 by April 11, 2008. The Company and Uranium North have agreed to suspend the remaining required
exploration expenditures due to permitting restrictions. A formal amendment to the agreement is pending.

During the year ended February 29, 2008, the Company granted an option to Stornoway Diamond Corp. (“ Stornoway”),
whereby Stornoway may earn a 60% interest in certain diamond rights at I1tza Lake, Nunavut by issuing to the Company
common shares of Stornoway with a value of $75,000 (received) and by incurring $4,000,000 in exploration
expenditures over five years (with a minimum of $500,000 to be incurred prior to September 1, 2008 (subseguently
amended to September 1, 2011)).

During the year ended February 28, 2010, the Company wrote-off the South Thelon Properties in the amount of
$7,043,759 due to permitting constraints as well as market conditions.
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BAYSWATER URANIUM CORPORATION

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2010

(Unaudited)

7. MINERAL PROPERTIES (cont'd...)
Uranium properties (cont'd...)

Canada UraniumJoint Venture

On January 23, 2006, the Company entered into a joint venture agreement with Strongbow Exploration Inc.
(“ Strongbow™”) to identify, acquire and explore uranium propertiesin Canada. The Company will be the operator of the
joint venture and, over thefirst five years of the agreement, shall contribute funding of up to $500,000 for the acquisition
of prospective Canadian uranium propertiesidentified by Strongbow. Strongbow and the Company shall each retain a
50% working interest in each acquired property, subject to the right of Strongbow to select up to three joint venture
properties (“Earn-In Properties”) for which the Company must fund the first $600,000 in exploration expenditures on
each such property. Under the terms of the joint venture arrangement, Strongbow must offer all Canadian uranium
opportunitiesthat it identifies to the Company for inclusion in the joint venture. The Company maintains the right to
identify and acquire Canadian uranium prospects outside of the joint venture, with no obligation to offer such projectsto
Strongbow unless such prospect islocated in any of the Y ukon, Nunavut, or Northwest Territories.

Pursuant to the joint venture, the Company entered into an agreement dated April 13, 2006 with Yukon 37999 Inc.
("Yukon") to acquire a 100% interest in certain uranium claims in the South Thelon Basin area of the NWT for cash
consideration totaling $105,706. A 1% NSR on metals and a 1% GOR on diamonds will be payable on each of the claim
blocks. The joint venture retains the right to purchase one-half of the royalties (0.5%) at any time for $1,000,000.
Strongbow has elected to include these claims as an Earn-1n Property.

Pursuant to the joint venture, certain prospecting permits have been granted to Strongbow, now partially replaced by
staked claims, in the North Thelon Basin, Nunavut. Strongbow has elected to include these permits and certain staked
clams as an Earn-1n Property under the Joint Venture.

Athabasca Basin Projects

These properties include the Brudell Lake property and other property holdings acquired in conjunction with an
amal gamation during the year ended February 29, 2008.

Brudell Lake Properties, Athabasca Basin, Saskatchewan

The Company entered into a purchase agreement dated July 19, 2006 as amended September 28, 2006 between the
Company and the Saskatchewan Syndicate (the “Vendor”) whereby the Company acquired a 100% interest in certain
mineral claimsin three claim blocks referred to as the Brudell Lake Property, Worden Lake Property and the William
River Property located in the Athabasca Basin, Saskatchewan. As consideration, the Company issued 350,000 common
shares valued at $3,710,000 and paid $1,500,000 cash. The properties are also subject to a 2% NSR on all metals
produced and 2% GOR on al diamonds produced. During the year ended February 28, 2007, the Company also paid a
finder's fee of 10,000 common shares to a private individual for his assistance in introducing this property to the
Company.

During the year ended February 28, 2007, the Company acquired, by staking, additional claims adjacent to the Brudell
Lake properties at a cost of $183,024.

During the year ended February 28, 2009, the Company allowed certain of its mineral claimsto lapse and, asaresult,

related costs of $5,553,108 were written off to operations. As at February 28, 2010, the Company has, or will, allow all
claimsto lapse. Asaresult, the Company wrote-off the Brudell Lake Propertiesin the amount of $4,131,617.
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7. MINERAL PROPERTIES (cont'd...)
Uranium properties (cont'd...)
Baca Property, New Mexico, United States

During the year ended February 29, 2008, the Company acquired an option (subsequently amended) to earn a 100%
interest in claims comprising the Baca Property in New Mexico by paying US $520,000 (US $120,000 paid) and issuing
130,000 common shares (30,000 shares issued) over aperiod ending on July 31, 2014. A 4% NSR on mineral products
produced will be payable on the claims. The Company retains the right to purchase one half of the NSR (2%) at any time
for $2,000,000. A 4% NSR is also payable on production from mineral rights acquired by the Comp any within aone
kilometer perimeter of the property unless such production is already burdened by aroyalty or similar interest, in which
case the Company will only be required to pay a 1% NSR. Upon the fourth anniversary of the option agreement, advance
royalty payments of US $50,000 are to be paid annually and will be credited against future production royalties.

During the year ended February 29, 2008, the Company acquired a 100% interest by staking additional claimsin the
region of the Baca Property.

During the year ended February 28, 2010, the Company entered into a quitclaim deed indenture with Running Fox
Resource Corp. in order to exchange and assign certain mineral claims, at no cost, in connection with its New Mexico
uranium acreage in the region of the Baca property. Most of the swapped claims were either adjoining or overlapping
each company’ s respective landhol dings.

Montana, Wyoming, California and Nevada Uranium Properties, United States
During the year ended February 29, 2008, pursuant to an amalgamation, the Company acquired the following:

a) alO0% interestin several uranium propertieslocated in the states of Montana, Wyoming, Californiaand Nevada,
USA.

b) al100% interest in two uranium state leasesin Wyoming, and entered into asurface and mineral lease agreement on
lands in Carter County, Montana (the “ Schlosser Lease”). Under the surface and mineral |ease agreement, the
Company isresponsible for payment of production royalties at rates of between 1% and 3% based on gross valueof
mineral materials sold and for making certain minimum annual royalties payable in advance. Annual advance
minimum royalty payments made by the Company shall be applied as a credit against production royalties. Thefirst
annual advance minimum royalty payment, being $10,000, was due and paid on November 1, 2005, and increases
on each anniversary date thereafter to a maximum of US$100,000 by the 14™ anniversary date. The annual
minimum royalty payment will also increase upon commercial production of mineral materialsfromthelease. The
primary term of the lease is for twenty years, and with a consecutive secondary term thereafter that begins on the
twentieth (20‘“) anniversary, unless terminated sooner.

c) alO0% interestinadditional claims staked in Nevadaand acquired a 100% interest in certain uranium state leases
in Wyoming.

d) pursuant to adata base purchase agreement, the Company agreed to pay an NSR of 0.25% on uranium production

from certain mineral lands within Carter County, Montana and Crook County, Wyoming and to pay a bonus of
US$100,000 in the event a uranium mine is constructed in the same region.
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7. MINERAL PROPERTIES (cont'd...)

Uranium properties (cont'd...)

Montana, Wyoming, California and Nevada Uranium Properties, United States (cont’d...)

€)

f)

a100% interest in additional staked claimsin Montana and Wyoming; and entered into a surface and mineral |ease
agreement on land in Carter County, Montana (the “Cochrane Lease”). Under the surface and minera lease
agreement, the Company is responsible for an upfront payment of US$25,000, and payment of production royalties
at rates of between 2% and 5% based on net value realized from sale of minerals, and subject to certain minimum
annual royalties payable in advance. Advance annual minimum royalty payment made by the Company shall be
applied as acredit against production royalties. The advance annual minimum royalty is US$3 per acre during the
primary term, increasing to US$6 per acre on the tenth (10™) anniversary date. The primary term of the leaseis for
ten years, and with a consecutive secondary term thereafter that begins on the tenth (10") anniversary date, unless
sooner terminated.

adatabase on the Mountain West Property in Elko county, Nevada. The database was acquired for aninitial cash
payment of US$50,000, with a further cash payment of US$100,000 to be made when the Company receives a
Nevada mine permit. The acquisition agreement also includes the grant of aright of first offer to UG USA, Inc.,
under which the Company has entered into an agreement for the sale of uranium concentratesto UG USA, Inc. The
right of first offer appliesto the first one million pounds of uranium concentrate production from the Mountain West
Property, at a 1% discount to the prevailing spot price of uranium. In addition, during the year ended February 28,
2009, the Company acquired a 100% interest in certain unpatented mineral claims adjacent to the Mountain West
Property by issuing 20,000 common shares.

Saskatchewan, Canada; Nevada, Wyoming and South Dakota, USA and Mali and Niger, West Africa Uranium
Properties

During the year ended February 29, 2008, pursuant to an amalgamation, the Company acquired the following:

a)

Saskatchewan and Nevada Properties: On June 15, 2005, the Company entered into an option agreement with
Bullion Fund Inc. (“Bullion™), pursuant to which it acquired an undivided 90% interest in certain mineral claim
blocks in northern Saskatchewan (the “ Collins Bay Extension”), certain mineral claim blocksin Mineral County,
Nevada and a mineral claim block in Clark County, Nevada. Under the terms of the option agreement, Bullion
retained an undivided 10% carried interest in all the claims.

During the year ended February 29, 2008, the Company purchased the 10% interest held by Bullion in the claims
subject to the initial purchase agreement by paying $125,000 cash and $225,000 through the issuance of 36,946
common shares.

During the year ended February 28, 2010, the Company entered into an agreement with CanAlaska Uranium Ltd.
(“CanAlaska’), whereby CanAlaska has an option to earn a51% interest in the Collins Bay Extension property in
the Athabasca Basin by spending $4,000,000 in exploration over five years and by issuing 500,000 shares (100,000
received to date) to the Company. CanAlaska also has an option to increase its interest to 70% by spending an
additional $2,000,000 in exploration over afurther three year period and by issuing an additional 800,000 sharesto
the Company.

During the year ended February 28, 2010, the Company wrote down the Collins Bay Extension Propertiesin the
amount of $3,997,235 due to market conditions.
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7. MINERAL PROPERTIES (cont'd...)

Uranium propertiegcont’d...)

Saskatchewan, Canada; Nevada, Wyoming and South Dakota, USA and Mali and Niger, West Africa Uranium
Properties (cont’d...)

b)

c)

Wyoming and South Dakota Properties: By agreement, effective March 14, 2006, with Miller-Berdahl
Partnership (“Miller-Berdahl”) the Company has an option over a three year period to acquire a 100% interest,
subject to certain production royalties, in state of Wyoming leases, mineral claims and one surface right agreement
in four project areas in Wyoming and in one project arealocated in South Dakotaand Wyoming. The surface right
agreement, entered into between Stockade Beaver Creek Ltd., acompany owned by Miller-Berdahl, and D. Spencer
and P. Spencer and assigned to the Company as per terms of the Miller-Berdahl option agreement, provides the
Company access and mining rights for the consideration of a 2% NSR production royalty and annual access
paymentsin the amount of $3.00 per acre. Under the terms of the Miller-Berdahl option agreement, the Company
made cash payments totalling US$750,000 and issued 32,500 common shares in order to exercise the option.

Also, the Company has three surface rights agreements (providing also rights to mineral interests to the extent
owned by the vendor) for access and mining rightsin the Elkhorn project area.

During the year ended February 28, 2009, the Company sold itsinterest in certain claims and state leasesin eastern
Wyoming and in South Dakota to Powertech Uranium Corp., by agreement dated December 10, 2008, for
consideration totaling US$50,000 and retained yellowcake royalties ranging between 1% and 5%.

During the year ended February 28, 2010, the Company entered into an agreement to acquire a 75% interest in the
Hauber Uranium Project in Crook County, Wyoming. To earn its 75% interest, the Company must incur exploration
expenditures totalling $1,000,000 by December 1, 2013.

Mali Properties. The Company owned aMali subsidiary, Northern Canadian MineralsInc. Mali (“NCA Mali”)
for the purpose of applying for and holding mineral rightsin Mali. By an Establishment Agreement dated April 2,
2007 with the Government of the Republic of Mali, the Company acquired exclusive exploration and mining rights
for uranium for aterm of 30 years on the Samit Property in northeastern Mali; and by an exploration permit dated
June 23, 2008, obtained the right to carry out certain exploration programs over the first three years of the permit
term, commencing June 23, 2008. The Company was obligated to complete work commitmentsin thefirst three
years to maintain the land comprising the equivalent of about US$470,000. Upon a production decision by the
Company, the Government of Mali would hold a 10% carried interest in the project and would have the right to
participate for up to an additional 10% interest by contributing to the development costs as per its prorate 10%
participating interest.

In addition, the Company was granted, on September 27, 2007, a Prospecting Permit which provides the Company
with exclusiverights to explore for uranium and apply for Establishment Agreementswithin an areain northeastern
Mali. The permit expired on December 23, 2007, subject to notice of same from the government of Mali. The
Company applied for two Establishment Agreements within the Prospecting Permit area.

Asaresult of the civil unrest in the country, related costs incurred were written down to $1 during the year ended
February 29, 2008.

During the year ended February 28, 2010, the Company sold to Cascade Resources Ltd (“ Cascade™), aTSX listed
company, 100% of its interest in exploration and mining rights and permits in Mali for the consideration of
1,000,000 shares valued at $75,000 (received), a $250,000 promissory note (with a fair value of $215,959) due
within 36 months of completion of the acquisition by Cascade and a 2.5% NSR on future production.
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7. MINERAL PROPERTIES (cont'd...)
Uranium propertiegcont’d...)

Saskatchewan, Canada; Nevada, Wyoming and South Dakota, USA and Mali and Niger, West Africa Uranium
Properties (cont’d...)

d) Niger Properties. During the year ended February 29, 2008, the Company applied for 12 uranium concessionsin
two blocks (subsequently reduced to four concessions in one block, pursuant to policy changes made by the
Govemment of Niger) in north central Niger, West Africa. Granting of one block of four concessionsis pending.

Niger Concessions

The Company entered into an option agreement dated November 17, 2005 with Longview to acquire a100% interest in
two uranium and two gold concessions located in Niger, West Africa. Pursuant to the option agreement, an application
has been made to the Ministry of Mines and Energy of the Republic of Niger to acquire exploration and exploitation
rightsto the four concessions. Under the terms of the agreement, the Company must pay L ongview $200,000 ($32,817
paid) and issue 25,000 common shares once the concessions are granted. In addition, the Company must make staged
payments of up to $840,000 in cash and issue 55,000 common shares over two years. The Company hasthe option to
issue 50% of the paymentsin common sharesin lieu of the cash.

Subject to regulatory approval, the Company entered into an agreement dated November 24, 2005 with the underlying
option holder to acquire a100% interest in two additional uranium concessions located in Niger, West Africa. As
consideration, the Company paid the underlying option holder a fee of 1,563 common shares valued at $5,000. In
addition, the Company must pay the underlying option holder $15,000 in cash and $15,000 in common shares once the
concessions are granted. Additionally, the Company must pay the underlying option holder 1,000 common shares for
each concession held twelve months after the date the concessions are granted.

Pursuant to a change to the mining code in Niger, approved by Parliament effective November 1, 2006, both Longview
and the Company reapplied for uranium concessions in the aggregate comprising 16 concessionsin two blocks (reduced
to eight concessionsin two blocks, during the year ended February 28, 2009, pursuant to policy changes made by the
Government of Niger). The Company incurred application fees for the 16 concessions totaling €23,050. During theyear
ended February 29, 2008, two of the concessions applied for by the Company were granted and, during the year ended
February 28, 2009, an additional two of these concessionswere granted. During the year ended February 28, 2009, four
Longview concessions were granted. No work expenditures are necessary to maintain the concessions granted as an
unofficial “force majeure” isin effect until such time as current civil unrest in the country is under control. The gold
concessions in Niger were not reapplied for by Longview under the new system.

During the year ended February 28, 2010, the agreement with L ongview was amended due to cancelation of applications
for gold concessions and substantive changesin applications for uranium concessions whereby no further consideration
isto be paid to Longview and the Company assumed all of Longview’ s obligations to the underlying option holder.

Upon a production decision by the Company, the Government of Niger would hold a 10% carried interest in the project

and would have the right to participate for up to an additional 20% interest by contributing to the development costs as
per its pro-rata 20% participating interest and by paying for its pro-rata share of prior exploration expenditures.
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7.

MINERAL PROPERTIES (cont'd...)

Gold and base metal properties

Kilgore Gold and Other Gold Properties, Idaho, United States

The Kilgore Gold Property islocated in Clark County, Idaho and consists of certain mineral claims owned 100% by the
Company.

The Company also acquired a 100% interest in the Hai and Gold Bug properties located in Lemhi County, Idaho by
staking. During the year ended February 28, 2009, the Company entered into an option/joint venture agreement with Otis
Capital Corp. (“Otis’) whereby Otis can earn up to a 75% interest inthe Kilgore Gold property and two additional gold
properties, Hai and Gold Bug (the “ Properties).

Otiscan earn an initial 50% interest in the Properties by completing the following:

i Payment of US$100,000 in cash (received) and the issuance of 500,000 common shares (received at avalue of
$200,000) upon the TSX-V acceptance of this transaction;
ii. Payment of US$100,000 in cash (received) and the issuance of 400,000 common shares (received at avalue of
$148,000) and incurring US$250,000 in exploration expenditures (expended) in year one;
iii. Issuance of 400,000 common shares and incurring US$350,000 in exploration expendituresin year two;

iv. Issuance of 400,000 common shares and incurring US$500,000 in exploration expendituresin year three;
V. I ssuance of 400,000 common shares and incurring US$900,000 in exploration expendituresin year four; and
Vi. I ssuance of 400,000 common shares and incurring US$1,000,000 in exploration expendituresinyear five.

Otis can increase its interest to 75% by issuing an additional 1,000,000 common shares and by completing an
independent pre-feasibility study on the Properties. In the event that Otis does not exercise its right to earn the
additional 25% interest, for atotal of 75%, the Company may then elect to earn back a 10% interest, thereby
retaining a 60% interest, by expending US$600,000 within the year following its election to exercise.

A 2% NSR will be paid tothe Company on production of gold from the Property. At any time, Otiswill havethe right to
purchase each one-fourth of the NSR for the sum of $500,000, up to a maximum of three-fourths (3/4), following which
the Company would hold a 0.5% NSR.

Tuscany Gold Project, Italy

The Company held an Italian subsidiary, Tuscany Minerals S.r.l. (“Tuscany”), to facilitate the application process and
holding of exploration and mining permitsin Italy. The Company was granted six gold permitsin Italy. To maintainthe
permits minimal work requirements are necessary and annual fees of €76,000 (approximately $109,000) are required.
The permits are renewable every two years. In addition, during the year ended February 28, 2007, the Company issued
3,333 common shares valued at $12,500 to acquire data related to the area for which the gold permits werefiled.

During the year ended February 28, 2010, the Company completed the sale of Tuscany to Coltstar Ventures Inc.
(“Coltstar”) for $250,000 cash and 1,000,000 common shares of Coltstar valued at $250,000. Asat the date of sale, the
carrying value of the investment in Tuscany was $561,470.

Avoca Property, Ireland

The Company, through Jadebay Limited (“ Jadebay”), a 100% owned Irish subsidiary, maintains a 100% interest in two

prospecting licences in the Republic of Ireland. To maintain the licenses, the Company must incur exploration
expenditures of €37,500 (approximately CDN $54,000) per license, annually.
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7.

8.

MINERAL PROPERTIES (cont'd...)
Gold and base metal propertiegcont’d...)

Avoca Property, Ireland (cont’'d...)

Exploration expendituresin the amount of €37,500 (approximately CDN $54,000) per prospecting license and filing of
corresponding report has been completed as required, pursuant to arecent drill program, in order to maintain and renew
the licenses for atwo year period to June 10, 2010.

Subsequent to February 28, 2010, the Company compl eted an exploration program and has filed the required report so as
to renew thelicenses for an additional two-year period ending June 10, 2012

CAPITAL STOCK AND CONTRIBUTED SURPLUS

Number Capital Contributed
of Shares Stock Surplus
Authorized
Unlimited common shareswithout par value
Unlimited Class A convertible preferred shares without par
vaue
Issued
Balance, February 28, 2009 15410123 $ 68,779,241 $ 15,354,841
Exercise of warrants 26,250 26,250 -
Reclassification of contributed surplus on the
exercise of warrants - 4,657 (4,657)
Stock-based compensation - - 418,736
Balance, February 28, 2010 15,436,373 68,810,148 15,768,920
Investment in 7514565 Canada Inc. (Note 6) 6,256,262 3,503,010 -
Private placements 608,663 334,765 -
Stock-based compensation - - 207,239
Balance, May 31, 2010 22,301,298 $ 72647923 $ 15,976,159

Shar e consolidation

During the year ended February 28, 2010, the Company consolidated its share capital on the basis of 10 old shares for
one new share. All common share, per share, option, warrant and weighted average price amounts have been restated to
reflect this consolidation.

Private placements
During the three months ended May 31, 2010, the Company completed private placements consisting of 608,663 units
(the“Units") at a price of $0.55 per unit for gross proceeds of $334,765. Each unit consisted of one common share and

one-half of one share purchase warrant. Of the 304,332 whole warrants, 233,182 are exercisable at $0.75 per share until
April 6, 2012 and 71,150 are exercisable at $0.75 per share until April 14, 2012.
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9. STOCK OPTIONSAND WARRANTS

Stock options

The Company has a stock option plan where the directors are authorized to grant options to executive officers and
directors, employees and consultants enabling them to acquire up to 10% of theissued and outstanding common stock of
the Company. Under the plan, the exercise price of each option shall not be less than the closing price of the Company’s
shares on the date of grant less any discount permitted by the TSX Venture Exchange (“TSX-V”) and vesting terms are
at the discretion of the board of directors. The options can be granted up to a maximum term of 10 years.

As at May 31, 2010, the Company had outstanding stock options enabling the holders to acquire common shares as

follows:

Number Exercise
of Shares Price Expiry Date
41,375 $ 450 June 10, 2013
2,100,000 0.55 April 29, 2017
2,141,375

Stock option transactions are summarized as follows:

Weighted

Average
Number Exercise

of Options Price

Balance, February 29, 2009 1,389,329 $ 450
Options cancelled/expired (57.250) 450
Balance, February 28, 2010 1,332,079 4.50
Options granted 2,100,000 0.55
Options cancelled/expired (1,290,704) 4.48
Balance, May 31, 2010 2141375 % 0.63
Number of options currently exercisable 1,091,375 $ 0.70
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9. STOCK OPTIONSAND WARRANTS(cont'd...)

Warrants

As atMay 31, 2010, the Conpany had outstanding share purchase warrants and broker warrants enabling the holders to

acquire common shares as follows:

Number Exercise
of Shares Price Expiry Date
233,182 $ 0.75 April 6, 2012
71,150 0.75 April 14, 2012
304,332

Warrant transactions are summarized as follows:

Weighted

Average

Number Exercise

of Warrants Price

Asat February 29, 2009 427500 $ 1.88
Exercised (26.250) 1.00
Asat February 28, 2010 401,250 193
Issued 304,332 0.75
Expired (401,250) 1.93
As at May 31, 2010 304,332 $ 0.75

Stock -based compensation

During the three monthsended May 31, 2010, the Company recorded $07,239 (2009 - $418,736) of stock-based
compensation expense pursuant to the granting of 2,100,000 stock options with an exercise price of $0.55 per share,
expiring April 29, 2017, with an offset to contributed surplus, for options that vested during the period.

The weighted average fair value of the stock options granted during the three months ended May 31, 2010 was $0.20

(2009 - $Nil) per option.
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10.

11.

STOCK OPTIONSAND WARRANTS (cont'd...)
Stock -based compensation (cont'd...)

The following weighted average assumptions were used for the Black-Scholes valuation of stock options and
compensation options granted during the three months ended May 31, 2010 and 2009:

2010 2009
Risk-free interest rate: 2.49% -
Expected life of options: 3years -
Annualized volatility: 54.08% -
Dividend rate: 0% -

RELATED PARTY TRANSACTIONS
During the three months ended May 31, 2010, the Company:

a) Paid or accrued $30,000 (2009 - $12,000) for management fees to a company controlled by the president of the
Company and to adirector.

b) Paid or accrued $9,375 (2009 - $9,375) for directors’ feesto directors of the Company.
¢) Paid or accrued $3,000 (2009 - $3,000) for rent to a company controlled by the president of the Company.
d) Paid or accrued $3,750 (2009 - $3,750) for administration fees to acompany owned by an officer of the Company.

€) Paid or accrued $30,000 (2009 - $48,000) for geological consulting feesincluded in deferred exploration coststo a
director and a company controlled by the president of the Company.

Included in accounts payable and accrued liabilities at May 31, 2010 is $65,230 (February 28, 2010 - $83,937) owing to
acompany controlled by the president of the Company, to a company with adirector in common and to directors, all
related to the above transactions.

These transactions were in the normal course of operations and were measured at the exchange amount, which is the
amount of consideration established and agreed to by the related parties.

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

Three Months Three Months
Ended May 31, Ended May 31,
2010 2009

Cash paid during the period for interest $ - $ -

Cash paid during the period for income taxes $ - $ -
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11.

12.

13.

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS((cont'd...)

Included within the cash balance of $1,511,082 as at May 31, 2010 is a cash bal ance of $906,556 available for current
purposes but restricted for use within the Reno Creek joint venture (Notes6 & 7).

The significant non-cash investing and financing transactions during the three months ended May 31, 2010 included:

a) Issuing 6,256,262 common shares valued at $3,503,010 pursuant to the investment in 7514565 Canada Inc.
(Note 6); and

b) accruing 98,363 of mineral property expenditures and $,796,534 of acquisition costs relating to the
investment in 7514565 Canada Inc., in accounts payable and accrued liabilities asat May 31, 2010.

The significant non-cash investing and financing transactions during the three months ended May 31, 2009 included:

a) receiving 1,000,000 common shares of a publicly listed company valued at $250,000 pursuant to the sale of
Tuscany (Note 7);

b) accruing $200,000 of sales proceeds pursuant to the sale of Tuscany in receivables as at May 31, 2009; and

¢) accruing $57,267 of mineral property expenditures in accounts payable and accrued liabilities as at May 31,
2009.

COMMITMENTS

During the year ended February 29, 2008, the Company entered into management services agreements with the
Company’s President and its Chief Operating Officer. Both contracts are effective fom January 1, 2008 to
December 31, 2009 (subsequently amended to December 31, 2011) and remuneration was originally $20,000 per month
(reduced to $10,000 per month effective January 1, 2009) (Note 10 (a). If the Company terminates either agreement, the
Company will, in certain circumstances, be obligated to make a termination payment equal to twelve times the original
monthly management fee.

FINANCIAL INSTRUMENTS AND RISK

The Company’ sfinancial instruments consist of cash, short-term investments, receivables, marketable securities, long-
term receivables, reclamation bonds and accounts payable and accrued liabilities. The fair value of receivables and
accounts payabl e and accruals approximates their carrying value due to their short-term nature. Long-term receivables
and reclamation bonds are carried at amortized cog. Unless otherwise noted, it is management’s opinion that the
Company is not exposed to significant interest, currency or credit risks arising from these financial instruments.
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13.

FINANCIAL INSTRUMENTSAND RISK (cont'd...)

Financial instruments measured at fair value on the balance sheet are summarized in levels of fair value hierarchy as
follows:

Assets Level 1 Level 2 Level 3 Total
Cash $ 1511082 $ - $ - $ 1,511,082
Marketabl e securities - 344,626 - 344,626
Total $ 1511082 $ 344626 $ - $ 1,855,708

The Company’s financial instruments are exposed to certain financial risks, which include currency risk, credit risk,
liquidity risk, interest rate risk and market risk.

(a) Currency Risk

The Company is exposed to the financial risk related to the fluctuation of foreign exchange rates. The Company operates
in Canada, the United States, Africaand Ireland. The Company funds cash callsto its subsidiary companies outside of
Canada in US dollars and a portion of its expenditures are also in the other local currencies. The greatest risk is the
exchange rate of the Canadian dollar relative to theUS dollar and asignificant changein this ratecould have an effect on
the Company’s results of operations, financial position or cash flows. The Company has not hedged its exposure to
currency fluctuations. At May 31, 2010, the Company is exposed to currency risk through the following assets and
liabilities denominated in US dollars:

uss
Cash and cash equivalents 975,131
Reclamation bonds 16,000
Accounts payable and accrued liabilities (800,592)
Net exposure 190,539

Based on the above net exposure as at May 31, 2010, and assuming that all other variables remain constant, a 10%
changein the value of the Canadian dollar against the US dollar would not materially affect the loss from operations.

(b) Credit Risk

The Company’ s cash and short-term investments are mainly held through large Canadian financial institutions and at
May 31, 2010 mostly consist of cash held in interest bearing accounts. Accordingly, credit risk is minimized. The
Company’s receivables are mainly GST recoverable from the Canadian government, interest receivable on short-term
investments and amounts due from the sale of the Company’ s subsidiary, Tuscany and from recoveries from 7514565
Canada Inc. The long-term receivable is an amount due from the sale of exploration and mining rights and permitsin
Mali (Note 7), and is unsecured.

() Liquidity Risk
Liquidity risk isthe risk that the Company will not be able to meet its financial obligations asthey fall due. Includedin
accounts payable and accrued liabilities are finder’s and establishment fees, totaling $1,638,500, associated with the

acquisition of the Reno Creek Property which are scheduled to be paid by December 1, 2010. The Company manages
liquidity risk through the management of its capital resources as outlinedin Note 15.
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13.

14.

15.

FINANCIAL INSTRUMENTSAND RISK (cont’d...)

(d) Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of afinancial instrument will fluctuate because of
changes in the market interest rates. The Company’s cash isheld mainly in interest bearing accounts and therefore there
iscurrently minimal interest rate risk.

(e) Market Risk

Commodity Pricerisk

The Company’s ability to raise capital to fund exploration or development activities is subject to risks associated
with fluctuations in the market prices of uranium, gold and other base metals. The Company closely monitors commodity
prices to determine the appropriate course of action to be taken by the Company.

Equity market risk

The Company is exposed to equity price risk arising from marketable securities. Marketable securities are classified as
held for trading. The Company intends to liquidate the marketable securities when market conditions are conducivetoa
sale of these securities.

SEGMENTED INFORMATION

The primary business of the Company is the acquisition and exploration of mineral properties.

Geographic information is as follows:;

February 28,
May 31, 2010 2010
Capital assets
pCanada $ 19,133589 $ 19,279,544
United States 19,818,688 13,185,770
Ireland 1,652,395 1,607,522
Africa 256,875 256,875

$ 40,861,547 $ 34,329,711

MANAGEMENT OF CAPITAL

The Company’ s objectives when managing capital are to safeguard the Company’ s ability to continue as agoing concern
in order to pursue the exploration of its mineral properties. The Company relies mainly on equity issuancesto raise new
capital and on entering joint venture agreements on certain properties which enablesit to conserve capital and to reduce
risk. In the management of capital, the Company includes the components of shareholders’ equity. The Company
prepares annual estimates of exploration expenditures and monitors actual expenditures compared to the estimates to
ensure that there is sufficient capital on hand to meet ongoing obligations. The Company’s investment policy is to
negotiate premium interest rates on savings accounts or to invest its cash in highly liquid short-term deposits with terms
of oneyear or less and which can be liquidated at any time without interest penalty. As at May 31, 2010, the Company
has sufficient capital to fund its exploration programs and to cover its administrative costs for the remainder of the 2011
fiscal year.
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This discussion and anaysis of financial position and results of operations (“MD&A”) is prepared as at
July 29, 2010 and should be read in conjunction with the unaudited interim consolidated financial
statements for the three months ended May 31, 2010 of Bayswater Uranium Corporation (the “ Company”
or “Bayswater”) with the related notes thereto. Those unaudited interim consolidated financial statements
have been prepared in accordance with Canadian generally accepted accounting principles for interim
financia statements and, as a result, do not contain al disclosure required under generally accepted
accounting principles for annual financia statements. Accordingly, readers are referred to the February
28, 2010 annual audited consolidated financial statements of Bayswater and the accompanying notes. All
dollar amounts included therein and in the following MD&A are expressed in Canadian dollars except
where noted.

This discussion contains forward-looking statements that involve risks and uncertainties. Such
information, although considered to be reasonable by the Company’s management at the time of
preparation, may prove to be inaccurate and actual results may differ materialy from those anticipated in
the statements made. Additiona information on the Company is available for viewing on SEDAR at
Www.sedar.com.

Description of Business

The Company is a natural resource company engaged in the acquisition and exploration, principally of
uranium properties, with a secondary interest in gold and base metal properties. It holds uranium interests
in large land holdings in Labrador, Nunavut and the Northwest Territories, as well as in properties in
Saskatchewan, Canada; in concessions and concession applications in Niger, West Africa; and owns
interests, through its wholly-owned U.S. subsidiaries, Kilgore Gold Company and NCA Nuclear Inc., in
several uranium properties in the western United States During the three months ended May 31, 2010,
the Company completed the acquisition of the Reno Creek uranium property, located in northeastern
Wyoming (see Acquisition section below).

The Company aso owns various gold, base metd and diamond interests. Through its subsidiary, Jadebay
Limited, the Company owns an interest in two base metal prospecting licences in Ireland; and through its
subsidiary, Kilgore Gold Company, the Company owns interests in three gold properties in ldaho
(optioned to Otis Capital Corp. during the year ended February 28, 2009). The Company has aso farmed
out diamond interests in a portion of its uranium land holdings in the North Thelon Basin to Stornoway
Diamond Corporation.

During the year ended February 28, 2010, the Company consolidated its share capital on the bass of
10 old shares for one new share. All common share, per share, option, and warrant amounts have been
restated to reflect this consolidation.

The Company trades on the TSX Venture Exchange (“TSX-V”) under the new symbol BY U (formerly
BAY).

INVESTMENT INRENO CREEK PROPERTY

During the year ended February 28, 2010, the Company entered into a formal Purchase Agreement (the
“Agreement”) with Strathmore Resources (US) Ltd. (“Strathmore’), a wholly owned subsidiary of
Strathmore Mineras Corp. (TSX-STM.V) and American Uranium Corp. (OTC:ACUC)(“American”) for
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the acquisition (the “Acquisition”) of a 100% interest in the Reno Creek uranium property, located in
northeastern Wyoming (the “Reno Creek Property” or the “Property”).

Reno Creek is an advanced, near—surface uranium project at the permitting/feasibility stage located in the
Powder River Basin in northeastern Wyoming, a well established uranium development region. The
Project comprises NI 43-101 compliant resources of 10.96 million pounds of U308 at an average grade of
0.066% U308 measured and indicated and 4.73 million pounds of U308 at an average grade of 0.063%
U308 inferred. In addition, Reno Creek contains approximately 8.41 million pounds of U308 in
historical resources grading approximately 0.083% U308. The Project aso has excellent potentia to
significantly increase resources through low-risk exploration. An extensive database, deep well injection
permit and adisposal well are being acquired in conjunction with the resources.

The Reno Creek Project encompasses approximately 17,500 acres of claims and leases, including 563
unpatented mining claims, four Wyoming State mineral leases, four fee (private) mineral leases, and five
surface access agreements. Asthe deposits at Reno Creek are considered to be highly amenable to In-Situ
Recovery (ISR) production, and are located in close proximity to major infrastructure, power, and other
operating ISR facilities, the Project economics appear to be very robust. The near-ideal geological
characteristics of the uranium deposits which make the resources conducive to low-cost, minimal-impact
ISR mining, combined with the benefits of nearby infrastructure within a highly favorable political
jurisdiction for uranium mining, are among the chief reasons that the Reno Creek Project is one of the
best undeveloped major uranium properties in the western United States as stated independently by Tom
Pool, aleading US uranium industry mining engineer. These factors allow for afairly predictable 5 year
development schedule to production, a timeline the Company will aggressively pursue.

The Property was subject to ajoint venture between Strathmore and American, whereby American holds
the right to acquire up a 60% interest in the Reno Creek Property by expending US$33,000,000 on the
Reno Creek Property (the “Joint Venture”). As at February 28, 2010, American had not yet earned any
interest in the Reno Creek Property. The Joint Venture will be terminated as part of the Acquisition.

As consideration, the Company was required to pay Strathmore US$30,000,000 cash, and to pay
American US$1,000,000 cash and US$1,000,000 in the Company’s common shares. The transaction was
subject to obtaining financing of at least US$36,000,000 and receiving regulatory and shareholder
approva. The Company obtained shareholder approval for the transaction, including any amendments,
by specia meeting held on November 16, 2009 and subsequently completed its due diligence on the
project.

Subsequently, the Agreement was amended. The amended agreement required the Company to pay
Strathmore US$25,000,000 in cash and US$6,000,000 in shares on an incrementa basis over an
approximate two year period ending December 31, 2011 in order to earn in the aggregate a 100% interest.
The amended agreement aso provided the Company, at its option, the right to defer some substantive
incremental payments by taking the project to bankable feasibility by December 31, 2013 and paying
Strathmore a further cash and share consideration payment in the aggregate totalling US$20,000,000 in
cash and US$1,000,000 in shares for a 75% interest in the project. Upon the Company earning a 75%
interest, Strathmore had the right, at its option, to either a 25% joint venture participating interest in the
project or to a 5% gross production royalty which the Company had the right to buy-out in 1% increments
for US$2,000,000 payable 2 in cash and 2 in common shares of the Company. The terms with American
Uranium remained the same as the origind Agreement as stated above. The amended agreement was
subject to obtaining financing of at least US$7,000,000 and receiving regulatory approval.

Subsequent to the Agreement being amended, Strathmore received and accepted an unsolicited competing
offer for the Reno Creek Property. To acquire a 100% interest, the competing bidder would have paid
US$17,500,000 cash, issued to Strathmore US$2,500,000 in common shares of the competing bidder and
granted a 5% gross production royalty which could be repurchased at any time for US$2,000,000
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(US$1,000,000 cash and US$1,000,000 in shares) per 1% of royaty reduction. The competing bidder
would have also acquired American’s interest on the same terms as its agreement with the Company. The
competing offer was subject to satisfactory due diligence, shareholder approva and financing, with a
closing to occur by March 30, 2010.

The Company subsequently exercised its right under the amended agreement and elected to meet the
terms of the unsolicited competing offer for the Reno Creek property and, as a result, Strathmore,
American and the Company entered into an amended formal purchase agreement, pursuant to the terms of
which, Bayswater would acquire a 100% interest in the property in consideration of the payment of an
aggregate of US$20,000,000, of which US$17,500,000 is payable in cash and US$2,500,000 is payable
through the issuance of common shares of the Company. In addition, the Company shall grant to
Strathmore a 5% gross production royalty which the Company has the right to buy-out in 1% increments
for US$2,000,000 payable ¥z in cash and %2 in common shares of the Company at any time prior to
commencement of commercia production. A non-refundable deposit of US$250,000 in cash was
previously paid to Strathmore in conjunction with the signing of the original Agreement, which is
credited against the purchase price, and an additional US$250,000 non-refundable deposit was paid and is
also credited against the purchase price, for an aggregate deposit of US$500,000.

Effective April 7, 2010, the acquisition of the Reno Creek Property was completed through the
acquisition of AUC LLC, a limited liability company, in consideration of the aggregate payment of
US$20,000,000 to Strathmore, of which US$17,500,000 was paid in cash and US$2,500,000 was paid
through the issuance of 4,422,807 common shares of the Company. In consideration for an extensive
historical database, rights to a previous deep well injection permit and in exchange for American Uranium
Corporation’s (“*American”) consent to the transaction and termination of its rights pursuant to a previous
joint venture on the Property, the Company paid American US$2,000,000, of which US$1,000,000 was
paid in cash and US$1,000,000 was @id through the issuance of 1,833,455 common shares of the
Company. All common shares of the Company issued to Strathmore and American have a four month
hold period expiring August 8, 2010.

The Company executed an investment agreement dated April 7, 2010 pursuant to which the Pacific Road
Resources Funds (“PRRF”), a private mining equity investor, provided US$20,000,000 in financing to
fund the purchase of the Property. The financing consisted of a US$20,000,000 investment into a special
purpose entity (“Newco”) which holds the Property through certain wholly-owned subsidiaries. PRRF
holds a 76.92% interest in Newco and the Company holds a 23.08% interest in Newco. The Company’s
cost of its 23.08% interest totaled $8,206,678, which included an establishment fee of US$700,000
(payable on or before December 1, 2010 and bearing interest at the rate of 15% per annum) and afinder’s
fee of US$1,000,000 (US$100,000 paid on closing with the balance payable on or before December 1,
2010), both payable in conjunction with this investment agreement. The Company and PRRF have
entered into a shareholders agreement in respect of Newco which will permit the Company to contribute
additional amounts to Newco in order to achieve a 50% ownership interest. PRRF has the right to convert
its investment in Newco into common shares of the Company, subject to shareholder approvd, at any
time up to six months following the latter of completion of afeasibility study and mine permitting, but not
later than five years from April 7, 2010. Should shareholder approval not be obtained, PRRF may
purchase the Company’s shares of Newco at cost. The shareholders agreement also provides for equal
representation on the board of Newco, subject to adjustment, as well as unanimous Newco shareholder
approval for certain key decisions including annual work programs and budgets for the Property.

The Company is the initial manager of the Property. While FRRF has funded the acquisition of the
Property and jointly funded with the Company a $4,000,000 working capital position in Newco for the
first year's program, Bayswater is to contribute additional amounts in stages totaling US$14,000,000 in
order to complete a feasibility study and to secure mining permits. Upon the Company making the
U S$14,000,000 cash contribution to Newco it will own a50% interest in Newco. Upon PRRF converting
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its investment in Newco into common shares of the Company, the Company will then own a 100%
interest in Newco and, thus, the Reno Creek Property.

If the Company does nat contribute a minimum of US$7,000,000 on or before December 1, 2010, PRRF
may elect to fund this amount by advancing aloan to Newco that will bear interest at 15% per annum.

Future obligations associated with the Reno Creek Property consist of payments pursuant to maintaining
mineral clams and various underlying mineral lease, surface access and property option agreements. The
Company’s 23.08% share of these future payments are as follows:

Payments Due Dates

uss 22,464  August, 2010

189,219 February, 2011
2530 May, 2011
39437 August, 2011

28157 February, 2012
2530 May, 2012
41,720 August, 2012

28157 February, 2013
2530 May, 2013
41,720  August, 2013

28157 February, 2014
2530 May, 2014
41,720  August, 2014

US$ 470,871

During the year ended February 28, 2010, the Company received a positive National Instrument 43-101-
compliant prefeasibility study report (PFS) from TREC Inc. on the technical and economic feasibility of
the Reno Creek uranium project in Wyoming. The report also verified the previous resource estimates as
outlined above. Based on a central processing plant with a capacity for producing up to 2.0 million
pounds U308 per year, the PFS indicated the project has potential robust economics with an IRR of 79%
and a discounted NPV of US$164 million. Cash operating costs were projected at US$13.72 per pound
U308. The PFS also indicated a conservative five year timeline to production with potential for reducing
the timeline based primarily on time spent to completion of permitting.

Also, during the year ended February 28, 2010, the Company added Mr. Philip Cavendor as Project
Environmental Manager for the project.

The Company plans to complete baseline environmental and engineering studies and permitting of the
project for planned production by 2015; and subsequent to February 28, 2010 and closing of the
acquisition on April 7, 2010, the Company initiated such work and hired Leland Huffman as ISR
Engineering & Operations Manager and Dan Dowers as Chief Geologist to complete our initial core
management team for the Reno Creek Project.
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The Reno Creek Project is now the Company’s flagship project and our corporate goal is to put the
property into production in the shortest time frame possible in order to maximize shareholder value.

Overall Performance

Bayswater's second flagship project, next to Reno Creek, includes the Elkhorn project in northeast
Wyoming, which was the focus of extensive drilling in 2008 and subsegquent on-going compilation of an
extensive drill hole database that has only recently become available; and the Alzada project in southeast
Montana, where the Company aso proceeded with compilation of a large drill hole database in
preparation of adrill plan and permitting. The Company plans to develop Elkhorn and Alzada in tandem
because of their proximity to each other and the potential economic synergy of combined mining
operations. Together, these two projects, prior to the current fiscal year ended February 28, 2010,
comprise nearly 7.6 million pounds of UsOg in historical resources in roll front deposits which are not
compliant with NI 43-101 standards and should not be relied upon; and, based on a report by SRK in
2007 on the Busfield deposit in the Elkhorn Project area, a NI 43-101 compliant indicated resource of
397,000 Ibs of U308 in 250,000 tons at an average grade of 0.08%, plus an inferred resource of 5000 Ibs
of eU308 in 3000 tons at an average grade of 0.08%. The Company anticipates that resources for the
Elkhorn Project should significantly increase once its data compilation is complete, drill results have been
fully evauated from 2008 drilling and as historical resources are converted to compliant resources. The
Elkhorn and Alzada projects are considered by management to have a combined potential for 20 — 30
million pounds U;Og that may be amenable to a combination of 1SR and surface mining.

The Company’s Mountain West uranium project in Nevada has an historical resource (non NI 43-101
compliant) comprising approximately 1.1 million pounds U;Og with an average grade of 0.153% U;QOs.
Further drilling is planned to confirm historical resources and evaluate the potential of the deposit. This
deposit is believed to have good potential for expansion of the resource area. Drill permitting is in
progress.

On the Alzada, Elkhorn and Mountain West projects, mgjor programs of confirmation and step out
drilling, metallurgical testing and engineering studies are planned, subject to general market conditions, in
order to quantify, upgrade and expand historical resources to NI 43-101 standards and to advance these
projects towards feasibility.

During the year ended February 28, 2009, the Company incurred exploration expenditures of
approximately $16,600,000, and during the year ended February 28, 2010, the Company incurred
additional exploration expenditures totaling approximately $1.68 million. Although most of these funds
were spent on the Company’ s Canadian projects which resulted in significantly advancing all our projects
with numerous favourable drill targets identified in all project areas and with completion of a major
drilling program on our Anna Lake discovery in Labrador, significant funds were also spent on a large,
shallow drill program on our Elkhorn project in Wyoming.

During the year ended February 28, 2010, the Company entered into an agreement with Ur-Energy Inc. to
acquire a 75% interest in the Hauber Uranium Project in Crook County, Wyoming, which is in close
proximity to the Company’s Elkhorn project, and overall forms a part of this project. To earn its 75%
interest, the Company must incur exploration expenditures totalling $1,000,000 by December 1, 2013.
The Company is the manager of the project.

The Hauber Uranium Project comprises approximately 5,160 acres, consisting of 205 federal lode mining
claims totaling approximately 4,200 acres and one Wyoming State Uranium Lease of 960 acres. In
addition, the Project includes a substantial database including logs, stratigraphy, assays and metallurgical
information on up to 700 drill holes, plus a geologic study, a hydro-engineering report, an in-situ recovery
(ISR) amenability report and an environmental due diligence report prepared by outside consultants.
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The Hauber Project islocated within five miles of portions of Bayswater’s Elkhorn Project and represents
a significant addition to Elkhorn’s resource base. In addition, the Project is located very close to the
former Hauber Mine, previously operated by Homestake Mining Company (“Homestake”). Homestake
produced 2,600,000 pounds of U308 averaging 0.22% U308 from the underground Hauber mine during
the period 1958-1966, and explored adjacent areas of the northern Black Hills into the mid-1980s.

Homestake prepared historical estimates of the uranium contained within the Hauber Project, as currently
held by Ur-Energy, at 1.2 million pounds U308 which is not compliant with NI 43-101 standards and
should not be relied upon.

During the three months ended May 31, 2010, the Company aso carried out the following activities:

i) Otis Gold Corp. (“Otis’), under its option/joint venture agreement with the Company,
announced the results from the balance of the holes drilled in 2009. Highlights of this
drilling include bulk-tonnage intercepts of 64.0 metres (m) of 1.89 grams per tonne gold
(g/t Au) in hole 09 OKC-206 and 50.0 m of 1.02 g/t Au in hole 09 OKC-205, including
high-grade intercepts of 7.7 m of 12.70 g/t Au in hole 09 OKC-206 and 3.0 mof 8.42 g/t
Auin hole 09 OKC-205.

Also, during the current quarter, Otis announced that it plans to commence a 6,000 meter
30-hole drill program to upgrade the current resource and test for possible resource
expansions and to further test for offsets to previous higher grade intercepts in the area of
the main deposit (i.e. Mine Ridge deposit). Also, drill permitting of the Dog Bone Ridge
areawas in progress.

In addition, Otis announced that it has initiated activities in order to complete a pre-
feasibility study on the Mine Ridge deposit;

i) The Company carried out a small geochemical/geophysical surface program on its Avoca
base/precious property in Ireland in order to maintain its licenses. Results from this work
identified an interesting coincident gravity, soil geochemical and soil gas hydrocarbon
anomaly that suggests a smal, blind, favourable rhyolite dome with a potential base
metal associated mineralized zone along the northeast extension of the known Avoca
strataform mineraized zones, and

iii) CanAlaska Uranium announced encouraging results from drilling in the vicinity of a
previous drill intersection grading 0.152% U308 over 4 meters on Fife Idand and on a
new target & Blue Idand. A total of about 1000 meters in 5 holes was completed on
these targets. Several anomaous radioactive zones were encountered on both targets.
The Fife Idand target is associated with faulting in basement graphitic meta-sediments;
wheress, the Blue Island target consists of two subjacent circular conductive/gravity low
features each up to 700 meters in diameter associated with basement atered diatreme
breccias. Both targets require further work.

Future Plans and Outlook

Given current market conditions, the Company has significantly reduced overhead and project
expenditures going forward with a realigned focus primarily on advancing the Reno Creek Project to
feasibility and production in the shortest time frame possible and secondarily on acquisition of additional
advanced uranium projects and on development of select early stage Canadian and United States projects
through joint ventures. These measures will enable the Company to maintain operations and, at the same
time, maintain its mgjor property assets and its management team.



Results of Operations

The Company recorded a loss of $525,958 for the three months ended May 31, 2010 compared to aloss
of $697,845 during the comparative three months ended May 31, 2009. The decrease in the loss from the
prior comparative quarter was due mainly to lower stock-based compensation (2010 - $207,239; 2009 -
$418,736) and future income tax expense (2010 - $Nil; 2009 - $103,000) during the current quarter. This
was partialy offset by the net loss on marketable securities during the current quarter of $55,973 (2009 -
gain of $139,175).

Quarterly Information

Three Three Three Three
Months Months Months Months
Ended Ended Ended Ended
May 31, Feb 28, Nov 30, August 31,
2010 2010 2009 2009
Total assets $43,322,681 $37,993,289 $62,490,849 $62,972,153
Mineral properties 40,738,297 33,376,284 57,244,192 56,866,731
Working capital 60,804 3,076,421 4,274,820 5,095,728
Lossfor the period (525,958) (21,895,186) (342,372) (95,716)
L oss per share (0.03) (1.41) (0.02) (0.01)
Three Three Three Three
Months Months Months Months
Ended Ended Ended Ended
May 31, Feb 28, Nov 30, August 31,
2009 2009 2008 2008
Total assets $62,959,122 $63,239,517 $69,921,050 $71,278,613
Mineral properties 56,375,413 56,516,941 61,463,709 57,685,323
Working capital position (deficiency) 6,158,698 5,759,780 6,550,590 9,834,762
Lossfor the period (697,845) (4,245,523) (645,082) (2,746,696)
Loss per share (0.05) (0.29) (0.04) (0.19)

Fiscal 2011

From March 1, 2010 to May 31, 2010, total assets increased by $,329,392. This was mainly due to the
acquisition of the Reno Creek Project, pursuant to which the Company issued 6,256,262 common shares
valued at $3,503,010.

The Company recorded aloss of $525,958 during the quarter ended May 31, 2010, which was a decrease
of $21,369,228 from the loss incurred during the quarter ended February 28, 2010. The decrease was due
mainly to the write-down of minera properties in the prior quarter (May 31, 2010 - $Nil; February 28,
2010 - $24,075,862), which was partialy offset by a future income tax recovery (May 31, 2010 - $Nil;
February 28, 2010 - $2,808,000).

Fiscal 2010

From March 1, 2009 to February 28, 2010, total assets decreased by $25,246,228. This was mainly due to
the write-off of minera properties ($24,075,862) and funds being spent on operations ($1,047,592).
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During the year ended February 28, 2010, the Company sold its wholly-owned subsidiaries, Tuscany
Minerals Sr.l. and Northern Canadian Mineras Inc. Mali.

The Company recorded a loss of $1,895,186 during the quarter ended February 28, 2010, which was an
increase of $21,552,814 from the loss incurred in the previous quarter. The increase was due to the write-
off of minera properties totaling $24,075,862 during the current quarter, which was partidly offset by a
future income tax recovery of $2,808,000. During the three months ended November 30, 2009, the
Company incurred a loss of $342,372, which was an increase of $246,656 compared to the loss for the
previous quarter. The increase was due to the gain on the sale of mineral properties of $290,958 recorded
in the previous quarter. During the three months ended August 31, 2009, the Company incurred a loss of
$95,716, which was a decrease of $602,129 from the previous quarter. The decrease was mainly due to
incurring $418,736 less of stock-based compensation expense and recording a gain on sae of minera
properties of $290,958 during the current quarter compared to a loss of $61,470 incurred in the previous
quarter. This was partially offset by an unrealized loss on marketable securities of $78,439 as opposed to
the gain of $139,175 recorded in the previous quarter. The loss for the quarter ended May 31, 2009
decreased by $3,547,678 from the loss incurred during the quarter ended February 28, 2009. This was
mostly due to decreases in mineral properties written off ($5,612,755), stock-based compensation expense
incurred ($705,670), and other operating expenses ($418,175). This was partialy offset by a decrease in
future income tax recovery $3,131,000).

Fiscal 2009

Total assets decreased by $11,104,943 from March 1, 2008 to February 28, 2009. This was mainly due to
funds being spent on operations ($1,336,713), the write-off of mineral properties ($7,238,541) and the
unreadlized loss on marketable securities ($1,279,862). These decreases were partidly offset by the
acquisition of mineral properties through the issuance of common shares of the Company with a value of
$598,327 and the issuance of common stock for total proceeds of $787,972.

During the three months ended February 28, 2009, the Company incurred a loss of $4,245,523 which was
an increase of $3,600,441 from the loss for the previous quarter. The increase was due mostly to mineral
properties being written-off ($5,612,755) and the recording of stock-based compensation ($1,124,406),
which were partialy offset by an increase in future income tax recovery ($3,028,000). During the three
months ended November 30, 2008, the Company incurred a loss of $645,082 which was a decrease of
$2,101,614 from the previous quarter. This was mainly due to decreases in write-off of mineral properties
(%$1,606,086), unredized loss on marketable securities ($196,438) and stock-based compensation
($134,370).The loss for the three months ended August 31, 2008 was $2,035,230 higher than for the three
months ended May 31, 2008. This was mainly due the write-off of minera properties of $1,615,936
during the quarter ended August 31, 2008.

Liquidity and Capital Resources

The Company commenced fiscal 2011 with working capital of approximately $3,100,000 and cash and
short-term investments of $,343,679. Asa May 31, 2010, the Company had a working capital position
of approximately $61,000 and cash and short-term investments of $1,511,082. Acquisition, exploration
and administrative expenditures incurred during the three months ended May 31, 2010 were primarily
funded from cash and short-term investments on hand at February 2B, 2010 and from the proceeds of
private placements which totaled $334,765.

For the year ending February 28, 2011, Bayswater anticipates incurring exploration and property
maintenance expenditures on each of the Company’s held projects. The Company has sufficient working
capital to sustain operations for the remainder of the 2011 fiscal year. Bayswater's main source of
financing is through issuances of equity.
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The Company does not anticipate generating revenues in the near future and intends to continue its
mineral exploration activities. These activities, along with further mineral acquisitions, will need to be
funded through additional equity financings.

Related party transactions
During the three months ended May 31, 2010, the Company:

a) Paid or accrued $30,000 (2009 - $12,000) for management fees to a company controlled by the
president of the Company and to a director.

b) Paid or accrued $9,375 (2009 - $9,375) for directors fees to directors of the Company.

¢) Paid or accrued $3,000 (2009 - $3,000) for rent to a company controlled by the president of
the Company.

d) Paid or accrued $3,750 (2009 - $3,750) for administration fees to a company owned by an
officer of the Company.

€) Paid or accrued $30,000 (2009 - $48,000) for geological consulting fees included in deferred
exploration cogts to a director and a company controlled by the president of the Company.

Included in accounts payable and accrued liabilities at May 31, 2010 is $65,230 (February 28,
2010 - $83,937) owing to a company controlled by the president of the Company, to a company
with a director in common and to directors, all related to the above transactions.

These transactions were in the normal course of operations and were measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.

Off Balance Sheet Arrangements

The Company has no off Balance Sheet arrangements.
Investor Relations

During the year ended February 29, 2008, the Company entered into an investor relations agreement with
The Windward Agency whereby the Company is obligated to pay US$4,000 per month for certain
investor relations services provided. This agreement may be terminated, without penalty, with two
weeks' notice.

Commitments

During the year ended February 29, 2008, the Company entered into management services agreements
with the Company’s President and its Chief Operating Officer. Both contracts are effective from January
1, 2008 to December 31, 2009 (subsequently amended to December 31, 2011) and remuneration for each
was origindly $20,000 per month ($10,000 per month commencing January 1, 2009). If the Company
terminates either agreement prior to December 31, 2011, the Company will be obligated to make a
termination payment equa to twelve times the original monthly management fee.
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Subsequent Events

None

New Accounting Policy

Proportionate Consolidation

The companies and ventures jointly controlled by the Company are consolidated using the proportionate
consolidation method. Joint control is deemed to exist when agreements exist that require that material
changes to the operating, investing and financing policies of such company or venture be approved by a
percentage of the participating interest sufficiently high enough to prevent any one participant from
exercising unilateral control.

New accounting pronouncements effective for future periods

Business Combinations

In January 2009, the CICA issued Handbook Sections 1582 “Business Combinations’, 1601
“Consolidated Financia Statements’ and 1602 “Non-controlling Interests’ which replace CICA
Handbook Sections 1581 “Business Combinations’ and 1600 “Consolidated Financial Statements’.
Section 1582 establishes standards for the accounting for business combinations that is equivalent to the
business combination accounting standard under IFRS. Section 1601 together with Section 1602
establishes standards for the preparation of consolidated financial statements. These Sections are
applicable for interim and annual consolidated financia statements for fiscal years beginning January 1,
2011. Early adoption of these Sectionsis permitted and all these sections must be adopted concurrently.

International reporting standards

In addition to the above new accounting standards, the Accounting Standards Board (“AcSB”), in 2006,
published a new strategic plan that will significantly affect financial reporting requirements for Canadian
companies. The AcSB strategic plan outlines the convergence of Canadian GAAP with International
Financia Reporting Standards (“1FRS”) over an expected five year transitiona period. In February 2008,
the AcSB announced that 2011 is the changeover date for publicly listed companies to use IFRS,
replacing Canada s own GAAP. The date is for interim and annual financial statements relating to fiscal
years beginning on or after January 1, 2011. The transition date for the Company will be March 1, 2011
and will require the restatement for comparative purposes of amounts reported by the Company for the
year ended February 28, 2011. While the Company has begun assessing the adoption of IFRS for 2011,
the financial reporting impact of the transition to IFRS cannot be reasonably estimated at this time.

IFRS Changeover Plan Disclosure

The Canadian Accounting Standards Board (AcSB) has announced its decision to replace Canadian
generaly accepted accounting principles (“GAAP’) with International Financial Reporting Standards
(IFRS) for al Canadian Publicly Accountable Enterprises (‘PAES’). The effective changeover date is
January 1, 2011, at which time Canadian GAAP will cease to apply and will be replaced by IFRS.
Following this timeline, the Company will issue s first set of interim consolidated financial statements
prepared under IFRS in the first quarter of fiscal 2011 including comparative IFRS financia results and
an opening balance sheet as at March 1, 2010. The first annual 1FRS consolidated financial statements
will be prepared for the year ending February 29, 2012 with restated comparatives for the year ending
February 28, 2011.
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Management has developed a project plan for the conversion to IFRS based on the current nature of
operations. The conversion plan is comprised of three phases. 1) Scoping phase which will assess the
overal impact and effort required by the Company in order to transition to IFRS; 2) Planning phase
which will include a detailed analysis of the conversion process and implementation plan required for
disclosure for the Company’s first quarter; and, 3) Transition phase which will include the preparation of
an IFRS compliant opening balance sheet as at March 1, 2010, any necessary conversion adjustments and
reconciliations, preparation of a fully compliant pro forma financial statements including al note
disclosures and disclosures required for the MD&A.

Management has completed phase one, IFRS Scoping phase, and is now advancing through phase two,
the Planning stage. Management prepared a component evaluation of its existing financial statement line
items, comparing Canadian GAAP to the corresponding IFRS guidelines, and has identified a number of
differences. Many of the differences identified are not expected to have a materia impact on the reported
results and financial position.

Most adjustments required on transition to IFRS will be made, retrospectively, against opening retained
earnings as of the date of the first comparative baance sheet presented based on standards applicable at
that time.

IFRS 1, “First-Time Adoption of International Financial Reporting Standards’, provides entities adopting
IFRS for the first time with a number of optiona exemptions and mandatory exceptions, in certain areas,
to the general requirement for full retrospective application of IFRS. The Company is still evauating
which option exemptions it should elect under IFRS 1.

Set out below are the most significant areas, management has identified to date, where changes in
accounting policies may have the highest potentia impact on the Company’s consolidated financia
statements based on the accounting policy choices approved by the Audit Committee and Board of
Directors.

In the period leading up to the changeover in 2011, the AcSB has ongoing projects and intends to issue
new accounting standards during the conversion period. As a result, the fina impact of IFRS on the
Company’s consolidated financial statements can only be measured once al the IFRS accounting
standards at the conversion date are known. Management will continue to review new standards, as well
as the impact of the new accounting standards, between now and the conversion date to ensure al relevant
changes are addressed.

IFRS 2 — Share Based Payments;

IFRS and Canadian GAAP largely converge on the accounting treatment for share based transaction with
only afew differences. Starting Q1 2011, the Company is moving from ‘straight line’ to ‘graded’ vesting
for the recognition of stock-based compensation expense. A greater portion of expense is recorded in the
initial vesting periods compared to distributing the expense equally over al vesting period.

IAS 36 — Impairment of Assets;

Canadian GAAP generally uses a two-step approach to impairment testing: first comparing asset carrying
vaues with undiscounted future cash flows to determine whether impairment exists; and then measuring
any impairment by comparing asset carrying vaues with discounted cash flows. International Accounting
Standard (IAS) 36, “Impairment of Assets’ uses aone-step approach for both testing and measurement of
impairment, with asset carrying values compared directly with the higher of fair value less costs to sl
and value in use (which uses discounted future cash flows). This may potentially result in write downs
where the carrying value of assets were previousdly supported under Canadian GAAP on an undiscounted
cash flow basis, but could not be supported on a discounted cash flow basis.
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Risks and Uncertainties

The business of mineral deposit exploration and extraction involves a high degree of risk. Few properties
that are explored ultimately become producing mines. At present, none of the Company’s properties has
a known commercial ore deposit. The main operating risks include: securing adequate funding to
maintain and advance exploration properties; ensuring ownership of and access to minera properties by
confirmation that claims and leases are in good standing and obtaining permits for drilling and other
exploration activities. The market prices for uranium and other metals can be volatile and there is no
assurance that a profitable market will exist for a production decision to be made or for the ultimate sale
of the metas even if commercial quantities of precious and other metals are discovered.

Bayswater is currently earning an interest in certain of its key properties through option agreements and
acquisition of title to the properties is only completed when the option conditions have been met. These
conditions generaly include making property payments, incurring exploration expenditures on the
properties and can include the satisfactory completion of pre-feasibility studies. If the Company does not
satisfactorily complete these option conditions in the time frame laid out in the option agreements, the
Company’s title to the related property will not vest and the Company will have to write-down the
previoudy capitalized costs related to that property.

The Company is operating in countries that currently have varied politica environments. Changing
politica situations may affect the manner in which the Company operates. The Company’s equity
financings are sourced in Canadian dollars but for the most part it incurs its expenditures in loca
currencies or in US dollars. At this time there ae no currency hedges in place. All work is primarily
carried out through independent consultants and the Company requires that all consultants carry their own
insurance to cover any potentia liabilities as aresult of their work on a project.

Financial Instruments and risk

The Company’s financia instruments consist of cash, short-term investments, receivables, marketable
securities, long-term receivables, reclamation bonds and accounts payable and accrued liabilities. The
fair value of receivables and accounts payable and accruals approximates their carrying value due to their
short-term nature. Long-term receivables and reclamation bonds are carried at amortized cost. Unless
otherwise noted, it is management’s opinion that the Company is not exposed to significant interest,
currency or credit risks arising from these financial instruments.

Financia instruments measured at fair value on the balance sheet are summarized in leveds of fair value
hierarchy asfollows:

Assets Leve 1 Leve 2 Level 3 Totd
Cash $1511,082 $ - 9 - $1511,082
Marketable securities - 344,626 - 344,626
Totd $1511,082 $ 344626 $ - $1,855,708

The Company’s financia instruments are exposed to certain financia risks, which include currency risk,
credit risk, liquidity risk and interest rate risk.

(&) Currency Risk
The Company is exposed to the financial risk related to the fluctuation of foreign exchange rates. The
Company operates in Canada, the United States, Africa and Ireland. The Company funds cash calls to its
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subsidiary companies outside of Canada in US dollars and a portion of its expenditures are aso in the
other local currencies. The greatest risk is the exchange rate of the Canadian dollar relative to the US
dollar and a significant change in this rate could have an effect on the Company’s results of operations,
financia position or cash flows. The Company has not hedged its exposure to currency fluctuations. At
May 31, 2010, the Company is exposed to currency risk through the following assets and liabilities
denominated in US dollars:

Uss
Cash and cash equivaents 975,131
Reclamation bonds 16,000
Accounts payable and accrued liabilities (800,592)
Net exposure 190,539

Based on the above net exposure as at May 31, 2010, and assuming that al other variables remain
constant, a 10% change in the vaue of the Canadian dollar against the US dollar would not materially
affect the loss from operations.

(b) Credit Risk

The Company’s cash and short-term investments are mainly held through large Canadian financial
institutions and at May 31, 2010 mostly consist of cash held in interest bearing accounts. Accordingly,
credit risk is minimized. The Company’s receivables are mainly GST recoverable from the Canadian
government, interest receivable on short-term investments and amounts due from the sale of the
Company’s subsidiary, Tuscany and from recoveries from 7514565 Canada Inc. The long-term receivable
is an amount due from the sale of exploration and mining rights and permitsin Mali, and is unsecured.

(c) Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall
due. Included in accounts payable and accrued liabilities are finder's and establishment fees, totaling
$1,638,500, associated with the acquisition of the Reno Creek Property which are scheduled to be paid by
December 1, 2010. The Company manages liquidity risk through the management of its capita resources
as outlined in Note 15 to the unaudited interim consolidated financia statements.

(d) Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of afinancia instrument will fluctuate
because of changes in the market interest rates. The Company’s cash is held mainly in interest bearing
accounts and therefore there is currently minimal interest rate risk.

(e) Market Risk

Commodity Pricerisk

The Company’s ability to raise capital to fund exploration or development activities is subject to
risks associated with fluctuations in the market prices of uranium, gold and dher base metals. The
Company closely monitors commodity prices to determine the appropriate course of action to be taken by
the Company.

Equity market risk

The Company is exposed to equity price risk arising from marketable securities. Marketable securities
are classified as held for trading. The Company intends to liquidate the marketable securities when
market conditions are conducive to a sale of these securities.
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Outstanding Share Data

During the year ended February 28, 2010, the Company consdidated its share capital on the basis of
10 old shares for one new share. All common share, per share, option, and warrant amounts have been
restated to reflect this consolidation.

As at July 29, 2010, there were 22,301,298 common shares issued and outstanding. There were aso
2,100,000 stock options outstanding to directors, officers and consultants with an exercise price of $0.55
per share which expire on April 29, 2017 and 41,375 stock options with an exercise price of $4.50 per
share which expire on June 10, 2013. In addition, 304,332 warrants were outstanding, which expire
between April 6 and April 14, 2012 and have an exercise price of $0.75 per share.



