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1. Introduction

This management discussion and analy$#D&A "), dated February 29, 2016, provides a revievanf
discusses the financial position and results ofratpms of, Almonty Industries Inc. (TSX-V: All)
(“Almonty” or the “Company”) for the three-month period ended December 31520t should be read

in conjunction with the unaudited interim consotath financial statements of the Company and notes
thereto for the three months ended December 35 @& ‘Q1 2016 Financial Statementy.

The Company’'s management is responsible for thpapation of the Company’s consolidated financial
statements as well as other information containgtdis MD&A. The board of directors of Almonty é&h
“Board of Directors”) is required to ensure that management assummassponsibility in regard to the
preparation of the Company’s financial statemenesfacilitate this process, the Board of Directbes
created an audit committee (th&udit Committee”). The Audit Committee meets with members of the
management team to discuss the operating resutharfinancial results of the Company, before mgki
their recommendations and submitting the Q1 20X&kdial Statements and MD&A to the Board of
Directors for review and approval. Following theeommendation of the Audit Committee, the Board
Directors approved the Q1 2016 Financial Statemmmdsthis MD&A on February 29, 2016.

The Q1 2016 Financial Statements have been prepeaedordance with International Financial Repayti
Standards (FRS").

All currency figures in this MD&A appear in thoustnof Canadian dollars unless otherwise stated.

Additional information about the Company, includitige Q1 2016 Financial Statements, is available on
the Company’s website at www.almonty.com and on SEQwww.sedar.com) under Almonty’s profile.

Forward-Looking Information

This MD&A contains forward-looking statements thatlect management’s expectations, estimates and
projections concerning future events in relatioth® Company’s business and the economic environmen
in which it operates. Forward-looking statementsyrinclude, but are not limited to, statements with
respect to possible acquisitions, demand for t@mggtingsten prices, tungsten recovery and prazhycti
reductions in operating and unit production costrovements in efficiencies or reduction in ditutj
future remediation and reclamation activities, fatmineral exploration, the estimation of mineeslarves
and mineral resources, the realization of minegakrve and mineral resource estimates, the timing o
activities and the amount of estimated revenues expenses, the success of exploration activities,
permitting time lines, the success of mine develepinand construction activities, the success afréut
mine operations, the success of other future bssinperations, requirements for additional cajitel
sources and uses of funds. Any statements thaesxr involve discussions with respect to preahist;
expectations, beliefs, plans, projections, objestiassumptions or future events or performanden(dbut

not always, using words or phrases such as “exXpée@sticipates”, “plans”, “estimates”, “intends”,
“strategy”, “goals”, “objectives” or stating thagitain actions, events or results “may”, “couldiduld”,
“might” or “will” be taken, occur or be achievedr the negative of any of these terms and similar
expressions) are not statements of historicaldadtmay be “forward-looking statements”.

Forward-looking statements are subject to a vanénown and unknown risks, uncertainties and iothe
factors which could cause actual events, resuéifppnance or achievements to be materially differe
from any future results, performance or achievesaxpressed or implied by such forward-looking
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statements. Such factors include, but are notdurtio, the inability of the Company to maintainiiterest

in its mineral projects or to obtain or comply watthrequired permits and licenses, risks normialtydental

to exploration and development of mineral propsrtigcertainties in the interpretation of drillukts, the
possibility that future exploration, developmentaining results will not be consistent with expéictas,
changes in governmental regulation adverse to tmepany, lack of adequate infrastructure at the raine
properties, economic uncertainties, the inabilityh@ Company to obtain additional financing whe a
as needed, competition from other mining businegskesfuture price of tungsten and other metals and
commodities, fluctuation in currency exchange rditle defects and other related matters. Sedd@egf
“Risks and Uncertainties”, in this MD&A and undéeetheading “Risk Factors” in the Company’s Annual
Information Form dated February 9, 2016 for a ferttiscussion of factors that could cause the Caoyipa
actual results, performance or achievements to btemally different from any anticipated results,
performance or achievements expressed or impligdrward-looking statements. The forward-looking
statements in this MD&A represent the expectatmfnmeanagement as of the date hereof and accordingly
are subject to change after such date. Readetddshot place undue importance on forward-looking
statements and should not rely upon these statesrasiwof any other date. The Company does not takeer

to update any forward-looking information, exceptand to the extent, required by applicable laWse
forward-looking statements contained herein areaesgby qualified by this cautionary statement.

A glossary of terms is affixed to the last pagehis MD&A. Capitalized terms used but not othemvis
defined herein have the respective meanings asktfilegeto in the glossary of terms.

2. Overview

Almonty is a publicly-traded company listed on fhi&X Venture Exchange (theTSXV”) under the
symbol “All”. The principal business of Almonty he mining, processing and shipping of tungsten
concentrate from the Los Santos tungsten projeeatdnl near Salamanca, Spain (thes'Santos Minég),

the Wolfram Camp tungsten, wolframite and molybdenurmaniocated about 130 kilometres from
Cairns, Queensland, Australia, near the town of ilmh (the Wolfram Camp Mine”), andthe
Panasqueira tungsten mine in Covilha, Castelo BraRortugal (the Panasqueira Min€’) as well as
the evaluation of th&angdong tungsten mine located in Gangwon ProviRepublic of Korea (the
“Sangdong Miné) and the Valtreixal tin and tungsten project locatewestern Spain (thé/altreixal
Mine™).

The Los Santos Mine was acquired by Almonty in 8eyter 2011 and is located approximately 50
kilometres from Salamanca in western Spain andymegltungsten concentrate. The Wolfram Camp Mine
was acquired by Almonty in September 2014 andadatkxd approximately 130 kilometres west of Cairns
in northern Queensland, Australia and producesstgngand molybdenum concentrate. The Panasqueira
Mine, which has been in production since 1896 arddated approximately 2é@lometres northeast of
Lisbon, Portugal, was acquired in January 2016e $angdong Mine, which was historically one of the
largest tungsten mines in the world and one offélaelong-life, high-grade tungsten deposits outsitle
China, was acquired by Almonty in September 20ABnonty currently owns a 25% interest in, and has
an option to acquire up to a 100% ownership intereshe Valtreixal Mine in northwestern Spain.

On June 4, 2015, Almonty acquired an 8% intere§¥aulfe Mining Corp. (Woulfe”) and through the
acquisition of convertible debentures in Woulfengai control over the Woulfe board of directors with
the ability to nominate a majority of the board nirs. On July 7, 2015 Almonty and Woulfe entered
into an arrangement agreement in respect of theigitign by Almonty of all of the issued and
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outstanding shares of Woulfe that it did not alseagn by way of a plan of arrangement under the
Business Corporations A¢British Columbia) (the Plan of Arrangement’). On August 21, 2015
Woulfe shareholders approved the Plan of Arrangemé@n September 10, 2015 Almonty closed the
Plan of Arrangement and acquired all of the shafed/oulfe that it did not already own, leading to
Almonty having a 100% ownership interest in WoulfEhe principal asset of Woulfe is the Sangdong
Mine. In accordance with IFRS 3, Business Combinatidfmylfe did not meet the definition of a business.
Therefore, the acquisition of effective controMgbulfe on June 4, 2015 has been accounted for assat
acquisition. The acquisition of all of the shané¥Voulfe that AlImonty did not already own on Sepber

10, 2015 has been accounted for as an equity ttmsa

On January 6, 2016, Almonty acquired 100% of teaesl and outstanding shares of Beralt Ventures Inc.
(“BVI™) from Sojitz Tungsten Resources Inc. for €1.00.connection therewith, Almonty acquired and
purchased €12,260 in aggregate principal amountdedift owed by Sojitz Beralt Tin & Wolfram
(Portugal), S.A. (now Beralt Tin and Wolfram (Paal) S.A.), a wholly-owned subsidiary of BVI, to
Sojitz Corporation of Japan in exchange for a g@gment of €1,000 on closing and a promissory note
issued by Almonty in the principal amount of €568aring interest at 4% per annum, maturing December
29, 2017 (the January 2016 Not&). BVI, through its wholly-owned subsidiaries, tise 100% owner

of the Panasqueira Mine. The Panasqueira Mine kas In production since 1896, and is located
approximately 260 kilometres northeast of Lisboortégal

Further information about the Company’s activit,eay be found at www.almonty.com and under the
Company’s profile atvww.sedar.com

Market for Tungsten Concentrate

Market demand for tungsten concentrate continuebletstable during the first quarter of fiscal 2016.
Management believes that the pricing for tungstercentrate will rebound in the medium-term, giviea t
limited quantities of “spot” concentrate availalslied the Company’s primary customer purchasing all
production from its operations over and above ti@mum volumes specified in the Supply Agreements
(as hereinafter defined) during the year endedesaper 30, 2015 and the three months ended December
31, 2015. Longer-term, the Company expects thevesg in global economic output and global demand
will continue to have a positive impact on the prad APT and that continued forecasted demand ases

will lead to supply shortages for tungsten con@gess and sustained higher prices. In the shaort-tee

price for APT is expected to remain at or nearlixyear historic lows currently being experienced.
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Tungsten prices according to the MB European quotdbr APT (from which Almonty’s concentrate
prices are derived by varying formulae under itppy Agreements) averaged the following:

Tungsten APT Tungsten APT

European Average European Average

Three Months High -Low High -Low

ended USS/MTU Year ended USS/MTU
31-Dec-11 $448
31-Mar-12 $436
30-Jun-12 S400

30-Sep-12 $384 30-Sep-12 $417
31-Dec-12 $324
31-Mar-13 $325
30-Jun-13 $364

30-Sep-13 S411 30-Sep-13 $356
31-Dec-13 $387
31-Mar-14 $370
30-Jun-14 $370

30-Sep-14 $362 30-Sep-14 $372
31-Dec-14 $327
31-Mar-15 5282
30-Jun-15 $242

30-Sep-15 $206 30-Sep-15 $264
31-Dec-15 $178

Almonty prices its tungsten concentrate produatiation to the prior month’s average quoted pfare
APT on the MB European quotation service.

In the short-term, the Company anticipates thatggrivill continue to remain at current levels, Miithited
downside to the current price, in the near-ternotgefebounding in the medium term to the US$250/MTU
level. The Company remains cautious as to the grafra return to prices in the US$300/MTU rangée T
Company continues to take the necessary stepdiog@perating costs and enhance its efficienoydar

to ensure that it remains profitable should thegfor APT continue to remain at current levels Hrel
Euro/USD and AUD/USD exchange rates return to kegperienced during January and February 2013.
Tungsten prices during the months of October 20d5Jdanuary 2016 have declined to lows of
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US$170/MTU; while the appreciation of the USD, that partially mitigated the negative impact of the
low tungsten price during Q1 2016, has not beemifisgnt enough to make up for the decline in tHeTA
price during Q1 2016 when compared to prior periods

APT Europe Weekly October1, 2011 to February 19, 2016
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Source: Metal Bulletin, ammonium para tungstateT), European (US$/MTU).
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Los Santos Mine

Summary operating information for the Los Santoaévis set forth below:

Three Months| Three Months| Three Months| Year Ended Year Ended
Ended Ended Ended September 30, September 30
December 31,| December 31, September 30 2015 2014
2015 2014 2015
Ore treated (tonnes) 133,293 125,827 135,956 558,76 488,110
WOsproduced (MTU) 26,847 21,631 25,949 99,603 90,282
WOs sold (MTU) 27,013 22,200 26,090 97,768 90,828
Sales revenue (US$ million) 5.6 5.9 4.6 21.0 26.2
Cash operating costs 81 120 82 88 119
(US$/MTU)
Waste rock mining costs, 43 89 70 62 105
including deferred stripping
costs (US$/MTU)
All in cash operating costs 124 209 152 150 224
(US$/MTU)
Ore mined (tonnes) 146,375 118,612 124,329 525,219 474,509
Average grade W&mined 0.37% 0.33% 0.31% 0.32% 0.49%
Average WQ recovery rate 62.2% 56.0% 61.0% 60.0% 52.9%

MTU production during the three months ended Deaar8ft, 2015 continued to be robust as the tungsten
recovery rate continued to improve when comparethéothree months ended December 31, 2014 and
September 30, 2015. The increase in MTUs produchiming the three months ended December 31, 2015,
when compared to the three months ended Septerib2085 and December 30, 2014, was a direct result
of higher grades of ore mined and processed angh&tungsten recovery rate during the three n®nth
ended December 31, 2015 when compared to theperards. Despite an increase in both the tonnes of
ore mined and treated during the three months ebdmgmber 31, 2015 when compared to the three
months ended December 31, 2014 the per unit opgratists during the period were down by over 41%
when compared to the three months ended Decemp2034. Cash production costs were also down over
18% during the three months ended December 31, 201, compared to the three months ended
September 30, 2015. Almonty continues to focusast control and its cost reduction program. Téuils

to both Euro and USD denominated cash operatints atecreasing significantly over the prior year
periods. The decrease in unit production costsiduine three months ended December 31, 2015 cemhpar
to the three months ended September 30, 2015 wiasd result of higher mined and feed grades durin
the period resulting in a lesser tonnage of oreedhiand ore processed during the period. Unit cash
operating costs are anticipated to further decraashe tungsten recovery rate improves.

Almonty continued its work with third party consatits in evaluating its tailings reprocessing
methodology, running bulk samples through the @gsplant as well as continued sampling through a
testing circuit. Results to date have reaffirnteat the Company’s tailings reprocessing methodolaidy
enable it to reprocess the stockpile of tailinggemory. The draft third party report supports the
Company’s view that it will be able to economicatiprocess the tailings stockpile as outlined & th
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technical report dated October 31, 2015 preparesupnt to NI 43-101 entitled “Technical Report ba t
Mineral Resources and Reserves of the Los Santog Mroject, Spain” (theLbs Santos Technical
Report”). The tailings recovery rate contained in theslantos Technical Report assumes no additional
modifications will be carried out in the mill praggng circuit and assumes a tungsten recoverpfdigdo.
Based on additional testing work carried out by éihty, the Company believes that it will be able to
achieve a tungsten recovery rate in the tailingsxoess of 50% with minimal capital expenditurepined

to modify the processing circuit.

Almonty is also in the process of extending themyant and processing circuit in order to remdwe t
final bottleneck from the milling process. Themilaxtension will enable a doubling of the througihpn

the finishing circuit. This is anticipated to ieaise output to 5.75 tonnes per day up from thecuf.0
tonnes per day and also enhance the tungsten rggate to between 65-69%, an increase from th@%62.
recovery rate from the three months ended DeceBh&016. This will have the effect of furtheruethg

per unit cash production costs. Almonty anticipatet the extension will be certified and on lrefore
March 31, 2016 with no additional capital expenaiturequired. Tungsten Recovery rates are already
showing improvement with the month of January 28d6ieving a 65.7% recovery rate.

On February 12, 2016 Almonty signed an amendmeits$ tcurrent offtake agreement in place at the Los
Santos mine extending the term of the agreemeBty®ars until September 2021.

Wolfram Camp Mine

Almonty acquired 100% of the share capital of Wantir Camp Mining Pty Ltd WCM”) and Tropical

Metals Pty Ltd (TM”") (which collectively own a 100% interest in theolfam Camp Mine) from
Deutsche Rohstoff AG DRAG”) on September 22, 2014. Total considerationtifier acquisition was
approximately $15,400 satisfied by Almonty as foko

- Almonty issued 12,209,302 common shares at a \l#6.77 per share for deemed consideration
of approximately $9,400, representing approxima2dly9% of Almonty’s issued and outstanding
common shares as at such date.

- The remaining purchase price was satisfied by Almassuing a convertible debenture in the
principal amount of $6,000 to DRAG (th€014 DRAG Debenturé). The 2014 DRAG
Debenture has a maturity of 2.5 years with a cougi@¥o with interest payable quarterly and may
be converted, at the option of DRAG, into commoarsh of Almonty at a conversion price of
$1.45 per Almonty share.

Almonty also completed a 10,000 metre exploratiomgpam that resulted in an updated technical report
being completed as at October 31, 2015 preparestigant to NI 43-101 entitled “Technical Report oa th
Mineral Resources and Reserves of the Wolfram CMime Project, Australia” and continued its
optimization work. This has led to continued pitinpzation work and allowed Almonty to gain a bette
understanding of the nature of the resource pateafithe mine. During the last half of fiscal 201
Almonty implemented a significant reduction in fneme mining in order to conserve costs while tlaatp
optimization is ongoing. This included a reductionhead count of approximately 20 people and the
optimization of work scheduling in order to improtee efficiency of the labour force. During the
optimization phase production on concentrate has beversely affected by impurities that are exguect
to be fully addressed upon completion of the omation process. In order to address this issuben
short-term the Company began blending concentraduped at the mine with tungsten concentrate from
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other sources in order to meet product specifinatia its Supply Agreements. Once the optimizatson
complete the Company believes such blending wilhele redundant.

Almonty is midway through the initial phase of aotphase, twelve- month optimization and turn-around
plan at Wolfram Camp Mine and results to date argack:

Phase one: Replacement of hire fleet completedploEation drilling to produce the
first mine plan is ongoing and the Company is im pinocess of completing a revised
block model and pit optimization plan.

Phase two: Commenced during the fiscal quarterceddee 30, 2015. Accessing old

underground galleries.

Expansion of existing tailings dam to meet incrdaggoduction.
optimization of the milling circuit, plant extensi@and installation of additional tables,
spirals and a hydrosizer and water flow controls.

Continued drilling to exgharsource and mine planning.
Continued

Almonty has identified the remaining optimizatiaiess that are required to be implemented in oraler t
bring the Wolfram Camp Mine’s cost structure ireliwith that of the Los Santos Mine.

The Company is continuing to monitor the productosts at the Wolfram Camp Mine in light of the 10-
year lows currently being experienced with the cadity price of APT. The Company has begun
evaluating suspending mineral processing activitiegddition to the stoppage of mining activitié®sld
the commodity price of APT continue to fall durithge period that Almonty is completing the optimiaat

of the milling circuit. The Company is focused @ptimizing mining and processing costs to ensuee th
long-term viability of the Wolfram Camp Mine shoulwe current market prices for APT continue to pikev

over the medium term.

Summary operating information for the Wolfram Caktime is set forth below:

Three Months

Three Months

Three Months

Year Ended

Ended Dec 31| Ended Dec 31| Ended Sept | Sept 30, 2015
2015 2014 30, 2015

Ore treated (tonnes) 48,078 82,857 74,634 332,530
WOz produced (MTU) 4,436 11,069 6,450 36,200
WO; sold (MTU) 6,230 6,817 5,859 32,831
Sales revenue (US$ million) 1.0 1.9 1.0 8.0
Cash processing costs (US$/MTU) 354 176 248 203
Cash mining costs (US$/MTU) 111 176 83 120
All in cash operating costs
(US$/MTU) 465 354 331 323
Ore mined (tonnes) 24,006 114,323 26,037 243,866
Average grade We@mined 0.21% 0.18% 0.20% 0.19%
Average WQ recovery rate 48.2% 65.1% 50.3% 57.0%

MTU production during the three-month period en@eEtember 31, 2015 decreased significantly when
compared to the three months ended December 34, &t the three months ended September 30, 2015
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30, 2015 as a result of the processing of minerdlizaste after the reintegration of the x-ray @mnes to
the processing circuit. Almonty continued its airhent of hard rock mining activities while the
optimization of the milling circuit is ongoing asidenced by the significant reduction in ore mingten
compared to the prior periods. Sales of MTUs oftamed tungsten were also significantly lower tue
lower production levels during the quarter. Inifidd, the decrease in the commodity price of APSba
had a negative impact on revenue during Q1 201&whepared to the fiscal quarter ended Q1 2015 and
Q4 2015. Almonty continues to review the optimizatplan at the mine and is in the planning stages
expanding the tailings area. Detailed plans haenlapproved for the construction of a new tailicias
that will enable expanded mining activity to ocomice the plant has been fully optimized. Almontlf w
need to post an additional sum of approximately ARIDL55 (CAD$ $1,166). Almonty expects that the
per unit production costs will decrease signifibardnce activity levels return to normal levels on
completion of the optimization plan.

Valtreixal Mine

During the fourth quarter of fiscal 2015, Almontgdlized its negotiations with Sociedad de Invengro
Exploracion Minera de Castilla y leon, S.AS(EMCALSA") for payment of €700 that would take the
Company’s ownership in the Valtreixal Mine to 518arsuant to which Almonty and SIEMCALSA agreed
to a €100 payment on December 19, 2015 (which wakqn that date), a further €50 per month starting
January 2016 ( which the payment for the montraatidry has been paid as at the date hereof) anthend
in May 2016 followed by a final payment of €350Jumne 2016. Almonty will own 51% of the Valtreixal
Mine upon completion of these installment paymemd has an irrevocable option to acquire the balanc
of the ownership interest in the project for aniadidal payment of €1,000. Almonty also compleitsd
analysis of the exploration campaign of the VakakiMine that was completed in Q3 2015. This led t
Almonty filing an updated technical report on thaltveixal Mine as at October 31, 2015 preparedyans

to NI 43-101 entitled “Technical Report on the MimleResources and Reserves of the Valtreixal Projec
Spain”. The Company intends to make a decisiofiliog for the necessary permits and is fine tunitsg
planning and budgeting for the potential build-anot commissioning of the Valtreixal Mine to theemtt

it exercises its option to acquire a 100% ownergitgrest therein.

Sangdong Mine

On June 4, 2015, Almonty acquired an 8.02% interesWWoulfe and through the acquisition of
convertible debentures in Woulfe gained controlrdie Woulfe board of directors with the ability to
nominate a majority of the board members. On JulR015 Almonty and Woulfe entered into an
arrangement agreement in respect of the acquiditjoAlmonty of all of the issued and outstanding
shares of Woulfe that it did not already own by vediyhe Plan of Arrangement. On August 21, 2015
Woulfe shareholders approved the Plan of Arrangeémé&n September 10, 2015 Almonty closed the
Plan of Arrangement and acquired all of the shafed/oulfe that it did not already own, leading to
Almonty having a 100% ownership interest in Woulfdn accordance with IFRS 3, Business
Combinations, Woulfe did not meet the definitionaobusiness. Therefore, the acquisition of effecti
control of Woulfe on June 4, 2015 has been accduoteas an asset acquisition. The acquisitioallaff

the shares of Woulfe that Almonty did not alreaghgnamn September 10, 2015 has been accounted for as
an equity transaction.

The following table presents the final allocatidntle purchase price, after reflecting the acqgoisibf
8.02% of the issued and outstanding shares of Waglfat the June 4, 2015 acquisition date.
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Fair value
at acquisition

date
Assets acquired
Cash and cash equivalents 1,053
GST Receivable 25
Other current assets 88
Plant and equipment 110
Development projects 42,109
Total assets 43,385
Liabilities assumed
Trade and other payables 2,868
Other liabilities and accruals 860
Long-term debt 12,199
Deferred tax liabilities 1,769
Restoration provision 83
Total liabilities 17,779
Net assets acquired 25,606
Non-controlling interest 18,954
Total net assets acquired 6,652
Consideration:
Cash 3,100
Common shares 1,652
4% unsecured loan 500
4% term promissory note 1,400
Total consideration 6,652

The amounts of Woulfe's revenue and net (lossuietl in the unaudited interim condensed consolidate
statements of income for the three-month periog¢dmecember 31, 2015 wais and ($490) respectively.

The fair values disclosed have been determineddnyagement after review of the mine plan and review
of the fair market value of the assets acquired.

Mine development and property, plant and equipraemtamortized over the useful life of the mine dase
on a unit-of-production. See Note 3 for a sumnadithhe Company’s accounting policies; Note 7 regayd
property, plant and equipment, and mine developnmetiite 2015 Annual Financial Statements.

Direct transaction costs of $228 were capitalizad are included in the carrying value of the mine
development asset as at September 30, 2015.
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The project is still in an exploration and devel@miphase, as such there was no production aativiing
the period and therefore did not lend itself to miegful disclosure of production, cost and recowaeiail.

On Septembet0, 2015 Almonty completed the acquisition of all of the stainding shares of Woulfe that

it did not already own pursuant to the Plan of Agament, pursuant to which each issued and outstand
Woulfe common share (except for those Woulfe shavased by Almonty) was exchanged for 0.1029 of
one Almonty common share. Almonty issued an aggeeof 34,806,205 Almonty common shares in
connection with the Plan of Arrangement. As péthe Plan of Arrangement, Almonty granted 719,271
incentive stock options to holders of outstandingulié options on the closing of the Plan of Arramgeat,

as replacement options (thRéplacement Options), which vested immediately, and which expire at
various dates before December 14, 2016, with eserprices between $0.97 and $1.70 per share. In
addition, as part of the Plan of Arrangement, waeghat were outstanding in Woulfe became warr@ants
acquire an aggregate of 6,179,578 common shargkmafinty (the ‘Replacement Warrants), of which
1,345,418 expired before September 30, 2015. Bheevascribed to the Replacement Options was $48.
The value ascribed to the Replacement Warrantspd28. Costs of the transaction in the amount 88%5
were also incurred.

The transaction was accounted for as though Almaagired the non-controlling interest in Woulfe, i
the amount of $18,207, as at the date of the tcdiosain exchange for total consideration of $29,2%s
Almonty controlled Woulfe on the date of this traoson, the difference of $11,047 was chargedtsmed
earnings.

On September 15, 2015, Almonty reached an agreesigntaeguTec Ltd. (TaeguTec) for an extension

to March 31, 2016 of the indebtedness of Sangdomjnigl Corporation (now renamed Almonty Korea

Tungsten Corporation) to TaeguTec (in the outstangirincipal amount of approximately $6,330 after
deducting the $5,000 payment that was made to Tlagoy Almonty as part of the agreement) on similar
terms as the original debt previously due on Sepézr5, 2015.

On December 31, 2015, Almonty completed an updigelanical report prepared pursuant to NI 43-101
entitled “Technical Report on the Mineral Resourard Reserves of the Sangdong Project, South Korea
(the “Sangdong Technical Repor) that is available under Almonty’s profile on SER
(www.sedar.comand on the Company’s websitevww.almonty.con).

On January 5, 2016, Almonty signed an agreemertt Wirea Engineering Consultants Corporation
("KECC”) to conduct detailed engineering and design wanka mineral processing plant and mine
facilities for a 640,000 tonne per annum tungsterpoocessing operation at the Sangdong Mine. Atyno
is working towards the start of construction in finst half of calendar 2016.

On January 29, 2016 Almonty completed an updatdecdfeasibility study of the Sangdong Mine that
resulted from information gathered during Almontgise diligence associated with the acquisition of
Woulfe Mining Corp. The analysis of additional ex@tion data that was not previously considergubais

of the old feasibility study that was filed on June2015, led to the updated National Instrumeni@B
technical report on Sangdong that was filed by Altgan Jan. 6, 2016. This in turn led to a revidwthe
mining methods and mine development plan, whictemw been adapted to Almonty's overall vision for
the long-term potential of the project.
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Panasqueira Mine

On January 6, 2016 Almonty acquired a 100% ownprisiterest in BVI from Sojitz Tungsten Resources,
Inc. BVI, through its wholly-owned subsidiaries,the 100% owner of the various rights and interest
comprising the Panasqueira Mine. Almonty acquir8@% of the shares of BMfom Sojitz Tungsten
Resources, Inc. for €1.00. In connection therewAlmonty acquired and purchased €12,260 in
aggregate principal amount of debt owed by Sojiézal Tin & Wolfram (Portugal), S.A. (now Beralt
Tin and Wolfram (Portugal) S.A.), a wholly-ownedsidiary of BVI, to Sojitz Corporation of Japan in
exchange for a cash payment of €1,000 on closimjaapromissory note issued by Almonty in the
principal amount of €500, bearing interest at 4%greum, maturing December 29, 2017

Almonty is in the process of finalizing a NI 43-16@dmpliant technical report on the Panasqueira Mirge
will file it on SEDAR once it has been completed.

On February 12, 2016 Almonty entered into a 5-yafftake agreement with its Panasqueira mine on
similar terms as the existing off-take agreemenboth its Los Santos Mine and its Wolfram Camp &4in
This off-take agreement is in addition to the dsttion agreement currently in place with Sojitz
Corporation (the former owner of the mine) for fade of tungsten concentrate from the mine to Jegmn
based customers.

Other Developments

On September 10, 2018)Jmonty completed a non-brokered private placentérd secured convertible
debenture to DRAG in the principal amount of $4,00€aring interest at 5% per annum, payable semi-
annually in arrears, with a maturity date of Segtend5, 2017 and convertible, at the option ofrtbieler,
into common shares of Almonty at a price of $0.8d.ghare (the2015 DRAG Debenturé). If Almonty
raises at least $22,500 in equity capital purst@matsubsequent offering, Almonty will have theioptto
convert the outstanding principal amount of the®22DRAG Debenture into common shares of Almonty
at a price of $0.81 per share. The 2015 DRAG Deieris secured by a pledge of Almonty’s sharemgsli

in Woulfe. For so long as DRAG, together withaf§iliates, continues to hold not less than 10%hef
issued and outstanding Almonty common shares oartalty diluted basis, it shall have the right to
nominate Dr. Thomas Gutschlag, the Chief ExecufiWficer of DRAG, as a member of the Board of
Directors provided that Mr. Gutschlag remains tie€Executive Officer of DRAG.

On September 10, 2015, Almonty also completed aecured bridge financing in the principal amount of
$2,100 (the Bridge Loan”). The Bridge Loan matures on the earlier of:S@ptember 15, 2017; and (ii)
the date that AlImonty completes a subsequent eqtfiying (in one or more tranches) by September 11
2016, provided that if the gross proceeds of stifeting are less than $11,000, such proportiondesiger
amount of the loan shall mature and be due on datsh The Bridge Loan bears interest at a rate of 12%
per annum, payable on maturity.

On December 24, 2015, the Company granted 900{06R sptions to directors and management pursuant

to the Company’s stock option plan. The optionst w@mediately, and are exercisable for a periotiof
years at $0.80 per share.
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Management Discussion and Analysis
For the Three Month Period Ended December 31, 2015
Dated February 29, 2016

3. Financial Highlights

The following financial information is for the peds from October 1 to December 31, 2015; from Gattob
1 to December 31, 2014; and, from July 1 to Sepé&zrb, 2015.

Three Months Three Months Three Months

Ended Ended Ended
31-Dec-15 31-Dec-14 30-Sep-15

$'000 $'000 $'000
Gross Revenue 8,181 8,725 8,415
Mine production costs 8,683 6,336 17,481
Mine impairment - - 1,708
Depreciation and amortization 2,019 1,961 2,412
Earnings (loss) from mining operations (2,521) 428 (13,186)
General and administrative costs 1,448 1,341 1,732
Other (gain) loss realized (fx, asset disposalent - (38) 146
Non-cash compensation costs 170 112 -
Earnings (loss) before the under noted items (4,139) (987) (15,064)
Interest expense 535 282 561
Foreign exchange loss 570 12 1,017
Non-controlling interest - - (774)
Deferred tax provision - - (556)
Net income (loss) for the period (5,244) " (1,281) (15,312)
Income (loss) per share basic ($0.06) ($0.03) ($0.26)
Income (loss) per share diluted ($0.06) ($0.03) ($0.26)
Dividends - - -
Cash flows provided by (used in) operating actgiti 894 (1,302) 2,088
Cash flows provided by (used in) investing actsti (1,926) (3,207) (4,671)
Cash flows provided by (used in) financing actasti 293 (807) (800)

Page | 15



I‘:\ ALMNONTY

Management Discussion and Analysis
For the Three Month Period Ended December 31, 2015
Dated February 29, 2016

The following table sets forth a summary of the @amy’s consolidated financial position as of theeda
presented:

31-Dec-15 30-Sep-15 30-Sep-14
$'000 $'000 $'000

Cash 118 866 14,847
Restricted cash 1,313 1,223 956
Total assets 119,048 117,527 86,547
Bank indebtedness 3,069 1,794 1,041
Long-term debt 33,841 33,321 20,296
Capital lease obligations 1,221 1,133 295
Convertible debentures 10,052 9,981 5,833
Shareholders’ equity 45,767 49,002 47,055
Other
Outstanding shares (‘000) 87,107 86,482 49,621
Weighted average outstanding shares (‘000)

Basic 87,046 51,787 43,149

Fully diluted (treasury method) 87,046 51,787 43,149
Closing share price $0.28 $0.68 $0.70

Three Months Ended December 31, 2015 (“Q1 2016”) @wared to the Three Months Ended
December 31, 2014 (“Q1 2015")

Gross revenue for Q1 2016 was $8,181 ($8,725 foR@BH). Production was up at the Company’s Los
Santos mine by over 24% when compared to Q1 204 8awwn by 59% at Wolfram Camp (overall decrease
of 4% across all operation) when compared to QB20he increase in sales volume of 4,226 MTUs was
not sufficient to offset the impact of a lower cootiity price in Q1 2016 when compared to Q1 2015
resulting in overall revenue decreasing by 6.2%mwtampared to Q1 2015. The average US$/MTU price
of APT decreased over 54% during Q1 2016 when coedpa Q1 2015.

Mine production costs (including direct mining cgsmilling costs and waste rock stripping costs
associated with current production as well as éwaluation of inventory using the lower of cost aed
realizable value as a result of any decreasesicammaodity price) increased by $2,347 when contpare
to Q1 2015. The increase includes a charge of $2rétted to a reduction in the carrying value of
inventory on hand as at December 31, 2015 at tmep@oy’s Wolfram Camp operations. Excluding the
revaluation of inventory on hand production costsrdased by $418 as a result of the Company’sraedi
cost reduction efforts. The Company carries oguarterly revaluation of its ore and in-process amd
finished goods inventory as well as its stockpd&bng-term tailings inventory to ensure that tagerying

is recorded at the lower of cost and net realizahlee. Any adjustments to the carrying value ref, in-
process ore and finished goods inventory are imdud costs of goods sold (mine production cosg)y
adjustment to long-term tailings inventory is reciagd as an impairment and the amount is expensed
through the statement of operations as an extnaanglcharge. The significant decrease in the codityno
price of APT during Q1 2016 resulted in a write aoaf the carrying value of the ending inventoryhat
Wolfram Camp Mine that had a negative impact onrajoey margins and profitability at the Wolfram
Camp Mine as well as the carrying value of the ltergn tailings inventory at the Los Santos Mine.

As at December 31, 2015, the Company wrote dowfotlwving inventories to their net realizable vatu
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Dated February 29, 2016

Wolfram
Los Santos Camp Total
Ore and in-process ore - - -
Finished goods - WO3 concentrate - 2,765 2,765
Non-current tailing inventory - - -
- 2,765 2,765

The change in inventories and the write downs lb@es recognized as an expense through mine ogeratin
costs in the statements of operations and compsefgeeimcome (loss).

In accordance with the Company’s accounting polaperating mines are tested for impairment when
events or changes in circumstances suggest thiat dleying amount may not be recoverable. The
Company generally uses a discounted cash flow modidtermine the value in use (VIU) for its oparat
mines where there are indicators of impairment. agsessment is done at the CGU level, which is the
lowest level for which identifiable cash flows daegely independent of the cash flows of other @sge
CGU is generally an individual operating mine atelrelated long-term assets. An impairment loss is
recognized when the carrying amount of the CGU edséhe recoverable amount.

The Company considers the significant decreasgnigsten prices during 2015 as an indicator of ptessi
impairment. Accordingly, management performedmapdirment assessment for each of its two operating
mines, Los Santos and Wolfram Camp.

The VIU was determined for each mine based on tA¥ Nf future cash flows expected to be generated
using the most recent life of mine plans. Futumegsten prices based on observable market or hublic
available data was used to estimate future revean@perating costs estimated based on curretd cos
adjusted for anticipated changes. The future dastsffor each CGU were discounted using comparable
discount rates for similar companies with the samaeket risk factors.

The key assumptions used in these impairmentaestsummarized as follows:

Assumption
Future tungsten prices, per MTU US$231 - US$398
Discount rate - Spain 8%
Discount rate - Australia 12%
Life of mine — Daytal, Spain 8 years
Life of mine — Wolfram Camp, Australia 4 years

The Company did not recognize any impairment lodseisig Q1 2016 or Q1 2015.
Any variation in these key assumptions would regsult change of the assessed fair value. If atian

in assumption had a negative impact on fair valueguld indicate a requirement for impairment he t
Company’s mining assets.
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It is estimated that changes in the key assumptiamgd have the following approximate impact on the
fair value of each mine as at September 30, 20dl8irtg all other assumptions constant:

Wolfram

Los Santos Camp

10% change in tungsten pri 24.0% 38.0%
1% change in discount r: 4.0% 3.0%

Depreciation and amortization expense for Q1 2@ ehsed by $58 compared to Q1 2015 as a result of
an overall decrease in mining activity of 62,05dnes or 26.7% when compared to Q1 2015. Production
from the Wolfram Camp Mine was down when compae®1 2015 as mining activity continued to be
curtailed during Q1 2016. Almonty employs a urfipooduction basis for recording depreciation and
amortization.

Earnings from mining operations, excluding the imeey revaluation and impairment charges, decreased
by 134% during Q1 2016 as a result of the lowexgpof APT during Q1 2016 when compared to Q1 2015,
despite increased sales volumes of 4,226 MTUs @5 when compared to Q1 2015. The lower APT
price, when combined with higher production costsifthe Wolfram Camp Mine, the impairment charge
with respect to inventory at the Wolfram Camp Micentributed the loss from mining operations of
($2,521) when compared to earnings from mining apems in Q1 2015 of $428. Almonty is in the prege

of optimizing the performance of the Wolfram Camm#and anticipates that unit production costs will
decrease significantly once the optimization hankbmmpleted.

General and administrative costs increased by #ilifiig Q1 2016 when compared to Q1 2015 as a direct
result of the acquisition of Woulfe both in termé the addition of a full quarter of General and
administrative expenses at Woulfe and increaseéreljures at Almonty’s corporate office related to
Woulfe. General and administrative costs incluapleyee salaries and employment-related expenses of
all non-mining/processing personnel as well as @@ig overhead costs, business development and
corporate development costs, listing and trangentifees, accounting, legal and other professi@es

and travel.

Non-cash compensation costs of $170 were incurtethgl Q1 2016. This compares to a non-cash
compensation expense of $112 during Q1 2015. Tmepany issued 950,000 options in Q1 2016
compared to 700,000 during Q1 2015. The increaséatility in Almonty ‘s share price was the main
cause of the increase in the per-option costs.

Net other expense (income) for Q1 2016 was $57Qandisted of foreign exchange (gains) losses en th
translation of United States dollar revenue intodSwand the revaluation of interest bearing lomgitéebt
and non-interest bearing trade payables denominmatddited States dollars. This compared to negiot
(income) expense of $112 in Q1 2015. In additthmjng Q1 2015 the Company realized a gain of $38 o
the disposal of assets compare&d during Q1 2016.

Interest expense increased by $253 as a diredt wdsthe increase in long term debt and convestibl
debentures outstanding when compared to Q1 2015.
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Net income (loss) for Q1 2016 was ($5,244) or (6Pdkr common share. This compares to a net foss o
(41,281) or ($0.03) per common share, for Q1 2015.

Cash provided by (used in) operating activitieslest $894and ($1,302) for Q1 2016 and Q1 2015,
respectively.

Cash used in investing activities totaled $1,926 @4 2016 ($1,837 for Q1 2015) and is related to
exploration activities of $500 ($848 for Q1 201&jditions to plant and equipment of $1,009 ($637f4
2014), and pit optimization and waste rock movenagtother expenditures on mine development of $417
($352 for Q1 2015. Pit development costs are abipéid and then amortized based on the unit of
production (tUOP”) method as the current strip ratio is greatenttiee average strip ratio over the life of
the Los Santos Mine.

Cash (used in) provided by financing activitiesitetl $293 and comprised principal repayments cstiagi
debt of ($1,664) and proceeds from new borrowing$19612, and (&) spent on the repurchase of
common shares under the Company’s Normal Coursendd€3id (‘NCIB”) and the issuance of common
shares and common share purchase warrants tHatit8&00 during Q1 2016. Cash (used in) provided b
financing activities during Q1 2015 was ($807) dstirsg of repayment of long-term debt of ($1,948),
proceeds from new borrowings of $1,166, ($19) ignpants under capital leases g®6) spent on the
repurchase of common shares under the NCIB.

Liquidity and Capital Resources

As of December 31, 2015 the Company had sufficoash resources and liquidity to meet its current
obligations and to fund working capital requirengeand planned capital expenditures for the firtdfa
fiscal 2016 and is reviewing contingency plans sagheducing planned drilling and exploration atés

and expenditures on pit optimization should thetiooied weakness in the price of APT continue. The
Company had cash and receivables of $2,292 antbnetash working capital of ($10,943) (Calculated a
current assets (excluding cash) less accounts |{gegath accrued liabilities and deferred revenuelpeing
long-term tailings inventory) as at December 31120The Company believes that, based on the durren
price of APT, its forecast production scheduleffecal 2016 and its ability to draw on existing \kioig
capital loan facilities, it has the ability to geate sufficient cash flow to meet both its currantl long-
term obligations. The continued decline in the@f APT has reached levels where it is insufficie
cover the Company’s cash operating costs. The @oynfs reliant on its ability to draw on the worgin
capital loan facility to sustain its operationa.addition, should the Company no longer be abpraduce
tungsten concentrate in sufficient quantity, tHen€ompany may not be able to meet its currentargt
term obligations. Outside of abiding by (i) Spaniaw requirements on minimum capital adequacy at
Valtreixal Resources Spain SL, Daytal ResourcenShla, (ii) Australian law requirements on minimum
capital adequacy at Wolfram Camp Mine Pty Ltd andpical Metals Pty Ltd, (iii) Korean law
requirements on minimum capital adequacy at AlmoKtrea Tungsten, and (iv) Portuguese law
requirements on minimum capital adequacy at thalB&in and Wolfram Portugal SA, there is no legal
restriction on Almonty’s ability to repatriate cégdifrom its subsidiaries.

The loan payable to TaeguTec of $6,406 matures arcivi31, 2016. Almonty may be required to raise
additional equity and / or debt capital in ordenteet the repayment obligation.
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The primary objective of Almonty’s capital managemis to ensure that it maintains a strong credihg

and healthy capital ratios in order to supportbitssiness and maximize shareholder value. Almonty
manages its capital structure and makes adjustnteritsin light of changes in economic conditions.
Almonty may make a dividend payment to shareholdetarn capital to shareholders or issue new share
in order to meet its capital management objectimdsiture periods. Almonty monitors capital usiag
gearing ratio, which is net debt divided by eqpitys net debt. Almonty’s policy is to maintain tearing
ratio between 5% and 50%, which is consistent imitlustry standards. The Company may have a gearing
ratio outside of this range for brief periods bueothe long-term strives to maintain its gearinghis
range. Almonty includes within net debt, interbetring loans and borrowings, trade and other pagab
less cash and short term deposits and receivabdédsufation in the table includes normal A/R) from
government tax authorities. Almonty is not exposedny externally imposed capital requirements.

The Company had $45,114 in long-term debt (inclgdoonvertible debentures and capital leases),
comprised of individual facilities with Spanish digited banks, one facility with a US subsidiary af
Austrian bank and debt owed to TaeguTec, as atbleee31, 2015 ($44,435 as at September 30, 2015).
See Note 10 in the Q1 2016 Financial Statements.

December 31 September 30

2015 2015
Termloans - Euro @) 9,101 9,107
Termloan - US dollar (b) 13,840 13,394
Termand other loans - Canadian dollar (c) 10,900 10,820
Convertible debentures (d) 10,052 9,981
Obligations under capital leases (e) 1,221 1,133
45114" 44,435
Less: Current portion (13,252) (13,634)
31,862 30,801

December 31 September 30

2015 2015

Accounts payable and accrued liabilities 17,919 15,453
Bank indebtedness 3,069 1,794
Long-term debt 45,115 44,435
Less: Cash and receivables (2,292) (3,855)
Net debt 63,811 57,827
Shareholders’ equity 45,767 49,002
Equity and net debt 109,578 106,829
Gearing ratio 58.2% 54.1%
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The Company’s approach to capital management didimenge during the three month and year periods
ended December 31, 2015. The gearing ratio exdekeegargeted range as at December 31, 2015 due to
the continued deterioration in the commodity pec&ironment having a negative impact on net income.
The Company is working to improve its profitabilityaise additional equity capital and / or reduse i
outstanding debt levels in order to return the igpganatio to targeted levels.

On December 31, 2015, Almonty reached an agreemihtrespect to an expansion of its existing
guaranteed loan agreement by up to US$14,000 8hpgort Agreement). The Company entered into
a long-term US$7,000 working capital loan agreenfém ‘Working Capital Loan”) with UniCredit
Bank AG (‘UniCredit”), representing the first tranche of funds under Support Agreement whereby
Almonty will be able to draw down on the facilitaged on production and granting security over rerta
assets of the Company. The second tranche is expazte available in March 2016 on similar terms.
Principal and interest under the Working Capitahhds due to UniCredit under a revolving facilitysed

on production and APT pricing levels. RepaymenthefWorking Capital Loan will only begin when the
price of APT exceeds US$254 MTU and acceleratinggpayment at $320 MTU. The Working Capital
Loan carries an interest rate of LIBOR plus 1.59% January 6, 2016 Almonty made the first draw down
under the Working Capital Loan in the amount of U$%$8. On February 62016 Almonty made the
second draw down request under the Working Calpitah in the amount of US$1,194.

On January 1, 2016 Almonty issued a secured promis®ote to DRAG (the DRAG Note") for gross
proceeds of US$1,000, which will mature on JandaB017, and bears interest at a rate of 6% pearmann
payable at the maturity date. The DRAG Note isusst by the existing security granted to DRAG in
connection with the 2015 DRAG Debenture.

Outstanding Share Data

As of the date hereof, there were 87,107,419 comshanes outstanding, 5,393,546 options outstanding,
with each option entitling the holder thereof tgjaice one common share of Aimonty, 5,146,660 paént
shares to be issued upon the exercise of outsgmeanrants and 9,076,203 potential shares to lbedss
upon conversion of outstanding convertible debe&sturThe Company issued 2,949,723 common shares
on June 4, 2015 as part of its acquisition of sharéNoulfe; the Company issued 34,806,205 common
shares on September 10, 2015 pursuant to the Plarangement; and the Company issued 625,000
common shares in a non-brokered private placeme@atober 9, 2015.

The Company has established a stock option plantdodirectors, officers, employees and technical

consultants under which the Company may grant ngtio acquire a maximum number of common shares
equal to 10% of the total issued and outstandimgneon shares of the Company. As of the date hereof
there are 5,393,546 options outstanding, all ofctvlare under this stock option plan, which was last
approved by the Company’s shareholders at the CoyipAnnual and Special Meeting of Shareholders

held on March 26, 2015. All of the outstandingiops are fully vested.
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4. Quarterly Earnings and Cash Flow

18 Quarter
(2016)

Period Ended December 31

2015

$'000
Total Revenue 8,181
Net income (loss) (5,243)
Basic earnings (loss) per share ($0.06)
Diluted earnings (loss) per share ($0.06)
Total assets 119,200
Total long-term debt 45,114
Dividend -

15t Quarter 2 Quarter 3rd Quarter 4h Quarter
(2015) (2015) (2015) (2015)

Period Ended December 31 March 31, June 30, Sept 30,

2014 2015 2015 2015

$'000 $'000 $'000 $'000
Total Revenue 8,725 10,271 8,731 8,41%
Net income (loss) (1,281) (3,198) 246 (15,312)
Basic earnings (loss) per share ($0.03) ($0.07) $0.00 ($0.26)
Diluted earnings (loss) per share ($0.08) ($0.07) 0.08 ($0.26)
Total assets 86,950 86,281 127,744 117,527
Total long-term debt 26,860 30,26[7 42,665 44,435
Dividend - - - -
Restated for Quarters 1-3— see Note 2| 15! Quarter 2" Quarter 3 Quarter 4% Quarter
and Note 25 of the Company’s audited (2014) (2014) (2014) (2014)
consolidated financial statements for
the year ended September 30, 2014
Period Ended December 31 March 31, June 30, September 30,

2013 2014 2014 2014

$'000 $'000 $'000 $'000
Total Revenue 5,463 8,327 7,368 8,451
Net income (loss) 1,647 3,788 1,335 3,680
Basic earnings (loss) per share $0.04 $0.10 $0.04 $0.10
Diluted earnings (loss) per share $0.04 $0J10 $0.04 $0.10
Total assets 45,688 48,559 51,779 88,0477
Total long-term debt 5,679 7,665 10,775 27,883
Dividend - - - 1,001

Page | 22



I‘:\ ALMNONTY

Management Discussion and Analysis
For the Three Month Period Ended December 31, 2015
Dated February 29, 2016

See Section 3 “Financial Highlights”, for details thhe three-month period ended December 31, 20itb, a
a comparison to the three-month period ended DeeeBi 2014.

5. Critical Accounting Estimates

The preparation of Almonty’'s consolidated financi&htements in conformity with IFRS requires
management to make judgments, estimates and assomphat affect the reported amounts of assets,
liabilities and contingent liabilities at the datithe consolidated financial statements and regaxtounts

of revenues and expenses during the reporting gheribstimates and assumptions are continuously
evaluated and are based on management's expedadcether factors, including expectations of future
events that are believed to be reasonable undainhanstances. However, actual outcomes canrdiffe
from these estimates. In particular, informatibowt significant areas of estimation uncertaintyssdered

by management in preparing the consolidated firsustatements is described in more detail in Naad®
Note 8 of the 2015 Annual Financial Statements.

6. New Accounting Standards and Interpretations

New Accounting Standards and Interpretations Not YéeAdopted

The following standards, amendments to standards$raerpretations have been identified as thosehvhi
may impact the consolidated financial statement#lofonty. They have been issued but are not yet
effective and are available for early adoption; beer, they have not been applied in preparing @12
Annual Financial Statements.

The Company has not early adopted these revisedastds and is currently assessing the impacttteaet
standards could have on future financial statements

Reference Title Application date for Almonty

IFRS 9 Financial Instruments October 1, 2018
Amendments to IAS 16 and IAS 38 —

IAS 16 P ty, Plant and Equi t and

and IAS roper y, Flant and Equipment an October 1, 2016

33 Intangible Assets

Amendments to IFRS 11 — Joint
IFRS 11 Arrangements October 1, 2017

Amendments to IFRS 15 — Revenue from
IFRS 15 Contracts with Customers October 1, 2018

Certain new standards, interpretations, amendnamsmprovements to existing standards were issued
by the International Accounting Standards Boatd$B”) or IFRS Interpretation CommitteelFRIC ")

that are mandatory at certain dates or later. gament is still assessing the effects of the prooements

on the Company. The standards impacted that maplécable to the Company are the following:
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IAS 1 - Presentation of Financial Statements

IAS 1, Presentation of Financial Statements wasdexkby the IASB in December 2014. The amendments
are designed to further encourage companies toy gmafessional judgement in determining what
information to disclose in their financial statertsen

For example, the amendments make clear that mitiedpplies to the whole of financial statementsia
that the inclusion of immaterial information carhiioit the usefulness of the financial disclosures.
Furthermore, the amendments clarify that compasiesild use professional judgement in determining
where and in what order information is presentafiéfinancial disclosures. The amendments aretéfée

for annual periods beginning on or after Janua@016. Earlier application is permitted.

IAS 16 and IAS 38 — Property, Plant and Equipment ad Intangible Assets

IAS 16 and IAS 38, Property, Plant and Equipment hrtangible Assets were amended by IASB in
December 2013. The amendments clarify that the aiseevenue-based methods to calculate the
depreciation of an asset are not appropriate begaysnue generated by an activity that includesitie

of an asset generally reflects factors other tharconsumption of the economic benefits embodigtdén
asset. The IASB also clarified that revenue is ggdlyepresumed to be an inappropriate basis forsuneag

the consumption of the economic benefits embodiethiintangible asset. This presumption, howear, ¢
be rebutted in certain limited circumstances.

IFRS 9 - Financial Instruments

IFRS 9, Financial Instruments was issued in fioaht by the IASB in July 2014 and will replace 1AS 3
Financial Instruments: Recognition and MeasuremERS 9 uses a single approach to determine whether
a financial asset is measured at amortized cofiovalue, replacing the multiple rules in IAS 3the
approach in IFRS 9 is based on how an entity maniégg@nancial instruments in the context of itsimess
model and the contractual cash flow characteristi¢he financial assets.

Most requirements in IAS 39 for classification andasurement of financial liabilities were carriedifard
unchanged to IFRS 9. The new standard also reqaisiizgle impairment method be used, replacing the
multiple impairment methods in IAS 39. IFRS 9 alsoludes requirements relating to a new hedge
accounting model, which represents a substantehawl of hedge accounting which will allow enstie
better reflect their risk management activitieshia financial statements.

The most significant improvements apply to those liedge non-financial risk, and so these improvesne
are expected to be of particular interest to naasftial institutions. In addition, a single, fora@dooking
expected loss impairment model is introduced, whidh require more timely recognition of expected
credit losses. IFRS 9 is effective for annual pdsideginning on or after January 1, 2018. Earlier
application is permitted.

IFRS 15 - Revenue from Contracts with Customers

IFRS 15, Revenue from Contracts with Customersisggd by the IASB in May 2014. The core principle
of the new standard is for companies to recogrexenue to depict the transfer of goods or services
customers in amounts that reflect the consideratiovhich the company expects to be entitled irharge

for those goods or services. The new standardalslh result in enhanced disclosures about revenue,
provide guidance for transactions that were notiptesly addressed comprehensively (for examplejcer
revenue and contract modifications) and improvelguce for multiple-element arrangements. The new
standard is effective for annual periods beginnimgor after January 1, 2018. Earlier application is
permitted. IFRS 15 supersedes the following statgldAS 11 Construction Contracts, IAS 18 Revenue,
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IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agnents for the Construction of Real Estate, IFRIC
18 Transfers of Assets from Customers, and SIC-@&%Rue - Barter Transactions Involving Advertising
Services.

7. Related Party Transactions

There were two related party transactions thatmwedwuring the three-month period ended December 3
2015. The incurred interest expense of $111 ondheertible debentures held by DRAG during theéhr
month period ended December 31, 2015 ($61 forhteetmonth period ended December 31, 2014) and
paid $43 in cash for a partial payment of the egeexpense (8l for the three months ended December
31, 2014).

Compensation of key management personnel of Aimongjuring the three month periods
ended December 31, 2015 and 2014, respectively,

Three Months ended December, 2015 2014
Short-term cash compensation 116 100
Long-term Directors’ incentive share-based compimsa 150 -
Total compensation of key management personnel 266 100

8. Objectives and Outlook

Los Santos cost reductions and Tailings analysis

The Company continues to focus on cost reductigiaiives in light of the deterioration in the tustgn
price. Results to date have been promising andAtyanticipates that the Los Santos Mine will daund

to generate positive cash flow from operationshat durrent commodity price level. Should the price
continue to decline then additional measures vadhto be taken in order to keep the Los Santog Min
operating profitably.

Sangdong Mine

The Company intends to continue with its analygishe additional exploration data available on the
Sangdong Mine and has filed the Sangdong TechRepbrt and an updated Feasibility study for the
Sangdong Mine based on, and consistent with, thé3N101 technical report. (The Sangdong Technical
Report is available on SEDARvww.sedar.comunder Almonty’s profile and on the Company’s wiebs
(www.almonty.cony, and, the updated feasibility study is availadobethe Company’s website). Almonty
has engaged KECC to conduct detailed engineeridgdasign work on a mineral processing plant and
mine facilities for a 640,000 tonne per annum tt@yore processing operation at the Sangdong Mine.
Almonty and Almonty Korea Tungsten Corporation a@rking towards the start of construction in the
first half of calendar 2016. Almonty is consideyiseeking both debt and equity financing in otddre
able to complete the buildout of the Sangdong Mine.

Additional financing

During Q1 2016, Daytal Resources Spain, S.Dafftal”), an indirect wholly-owned subsidiary of the
Company, entered into two unsecured debt facilitigh local Spanish banks for total loan proceefls o

Page | 25



I‘:\ ALMNONTY

Management Discussion and Analysis
For the Three Month Period Ended December 31, 2015
Dated February 29, 2016

$1,650. The first facility is fully drawn at $75@hich matures on July 30, 2016, carries an inteestof
2.25% per annum and is fully repayable on a qusrtesis up to maturity. The second facility is an
increase in Daytal's working capital operating Ime$900.

The Company completed an agreement with respethiegpayment of $1,047 that will increase the
Company’s ownership in the Valtreixal Mine to 51%he Company made a payment of $150 on December
19, 2015, and is required to make monthly paymeh$¥5 beginning in January 2016 and ending in May
2016 followed by a final payment of $522 in Jund&0 Almonty will own 51% of the Valtreixal Mine
upon completion of the installment payments andamasrevocable option to acquire the balance ef th
ownership interest in the Valtreixal Mine for ardagbnal payment of $1,532.

On October 9, 2015, the Company completed a nokebed private placement of 625,000 units (the
“Units”) at a price of $0.80 per Unit, for gross proceefi$500. Each Unit is comprised of one common
share in the capital of the Company and one hatinef common share purchase warrant (each whole
warrant, a Warrant ), with each Warrant being exercisable to acqaime common share in the capital of
the Company at a price of $0.90 until October 9,720

On January 1, 2016 Almonty issued the DRAG NofeRAG for gross proceeds of US$1.0 million, which
will mature on January 1, 2017, and bears intexeatrate of 6% per annum, payable at the matdaitg.
The DRAG Note is secured by the existing securignted to DRAG in connection with the 2015 DRAG
Debenture.

On January 6, 2016, the Company entered into thgp@u Agreement, and entered into the Working
Capital Loan, representing the first tranche oftiander the Support Agreement, whereby the Company
will be able to draw down on the facility basedmnduction and the granting security over certasets

of the Company. The second tranche is expectbd &vailable in March 2016 on similar terms. Hpakt

and interest under the Working Capital Loan is alder a revolving facility based on production &Rir
pricing levels, and payments will only begin whdre tprice of APT exceeds US$254 MTU, with
accelerating payments when the price of APT exc&3@9 MTU. The loan carries an interest rate of
LIBOR plus 1.5%.

Acquisition of the Panasqueira mine

On January 6, 2016, Almonty acquired a 100% owngiiskerest in BVI from Sojitz Tungsten Resources,
Inc.for €1.00. In connection therewith, Almonty ac@airand purchased €12,260 in aggregate principal
amount of debt owed by Beralt Tin & Wolfram (Poralig S.A. (‘Beralt”), a wholly-owned subsidiary

of BVI, to Sojitz Corporation of Japan in excharfge a cash payment of €1,000 on closing and the
January 2016 Note. BVI, through its wholly-ownedbsidiaries, is the 100% owner of the Panasqueira
Mine.

Summary of the Company’s Long-Term Supply Agreemergs

Almonty, along with Daytal, WCM, and Beralt, is arty to three long-term supply agreements dated
September 23, 2011 and September 22, 2014 anddfgldr2, 2016 with one customer who participates in
the global tungsten business. In the case of Ddkalong-term supply agreement is dated Septeihe
2011 and runs for a period of 10 years (thes'Santos Supply Agreemeri}. In the case of WCM, the
long-term supply agreement is dated September®2 2nd runs for a period of 5.5 years (t¥offram
Camp Supply Agreement) In the case of Beralt, the long-term supply egrent is dated February 12,
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2016 and runs for a period of 5 years (tBeralt Supply Agreement). and, together with the Los Santos
Supply Agreement and the Wolfram Camp Supply Agesginthe Supply Agreement$). The Supply
Agreements provide for the supply of a minimum antoof tungsten concentrate to the customer in
accordance with certain specifications of the austo Pricing is based on a formula derived froenghor
month’s average of the high and low price for E@a@p APT per MTU as quoted on the MB and Metal
Pages tungsten pricing service. Each agreemenarmasitomatic renewal for an additional five years
(unless either party provides at least three monthtice of its intention not to renew). The cusgr was
also granted a right of first refusal for any tuegsconcentrate (that meets the customer’s spatdits)
produced by Almonty under each contract which edsdbe minimum amount required to be shipped
under the terms of the relevant Supply Agreement.

The Company entered into Amendment No. 2 of theSarstos Supply Agreement and Amendment No. 1
of the Wolfram Camp Supply Agreement on April 2012 where by the pricing mechanism was adjusted
to reflect the inclusion of a secondary sourcepfizing of APT as well an adjustment to the timofghe
monthly average APT price used in the determinireggelling price of concentrate. The revised pgci
mechanism does not go into effect until the quetéck for APT shows an increase in the monthly ager
price when compared to the prior month for a peabithree consecutive months. In exchange for aggee
to these amendments, Almonty received prepaymefdio containers of concentrate totaling $1,35be
Company is obligated to deliver these containeisr go the end of March 2016. The Company has
delivered two of the four containers in January @hd is on schedule to deliver the remaining two
containers in March 2016.

The Company entered into Amendment No. 3 of the $astos Supply Agreement on February 8, 2016
whereby the Company extended the term of the LatoS&upply Agreement for an additional 5 years and
amended the terms of the repayment of the unsetiardel payable of US$600 that had been accrued sinc
September 23, 2011 as well as granted the cust@sgurity interest over certain assets of the Gomp

The Company entered into Amendment No. 2 of thefi&@ Camp Supply Agreement on February 8,
2016 whereby the pricing mechanism formula wassadghand the customer’s security over certain ssset
of the Company that are located in Australia wgasied.

A redacted copy of each of the Supply Agreementstha related amendments thereto is available on
SEDAR under Almonty’s profile atww.sedar.com

Stamp Duty Payable

In connection with the acquisition of the Wolfrarar@p Mine (See Note [4] of the 2015 Annual Financial
Statements) the Company has accrued $268 in statgpedyable to the Queensland State government.
The Company received communication via its tax swlvin Australia that a final assessment is expecte

to be issued prior to the end of Q2 2016 wherebyagsessment has been revised to $321. The Company
is reviewing its options with respect to filing appeal to the revised assessed amount. Thereecao b
certainty with respect to the success of the appedithe Company may be liable for the additior $
stamp duty that has been assessed.

9. Risks and Uncertainties

The Company operates in the mining industry, whglsubject to numerous significant risks that can
influence profitability. The Company has disclosseral risks below which it believes to be the tmos
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significant and that could have a material imparcit® current and future operations. Other risky exist
or may arise at a future date. For additional, enode detailed, risk factors, please see the Coypan
Annual Information Form dated Febru&y2016 under the heading “Risk Factors”.

Financial Risks

Price of Metals and Foreign Exchange Rates
The Company’s profitability is exposed to commdrdisks, notably those linked to the price of tutegs
and foreign exchange rates.

Almonty’s policy is to maintain exposure to commtydbrice movements at its mining operations. The
Company sells Wexconcentrate that is denominated in US$ per MTuMerg+/- US$10.00 movement in
the average price of 1 MTU of European APT as gqliate the MB exchange impacts the Company’s
revenue by +/- US$8.00 per MTU of WO he price of tungsten varies considerably ahd&ed on factors
outside the control of the Company. Should theketaprice of tungsten concentrate fall below the
Company’s cash operating costs, Alimonty would céagenerate positive cash flow from operations.

Daytal, Valtreixal and Beralt Tin and Wolfram (Ragal) S.A. operate in Europe in Euros (€), WCM and
TM operate in Australia in Australian Dollars (AUR$and Woulfe andAlmonty Korea Tungsten
Corporation (owner of the Sangdong Mine) operate€anadian dollars (CAD$). The output from all
producing operations are commodities that are piiyndenominated in United States dollars (USD®) an
Almonty’s reporting currency is in Canadian dollé&AD$). As such, Almonty’s consolidated balance
sheet can be significantly affected by movementaéen these five currencies

Foreign currency risk

Almonty’s wholly-owned indirect subsidiary, Daytadperates in Spain in Euros (€). Its output is a
commodity that is primarily denominated in Uniteat®s dollars (US$) and Almonty’s reporting curyenc
is in Canadian dollars (CAD$). As such, Almontgtmsolidated balance sheet can be significantgctedtl

by movements between the three currencies (CAD$, &8l €).

During Q1 2016, the value of the € relative to @8D$ decreased from €1.00 = CAD$1.4950 as at
September 30, 2015 to €1.00 = CAD$1.5029 as atrbleee31, 2015. A 5% change in the value of the
CADS relative to the Euro would have an impact ehincome of approximately $70 (Q1 2015 - $140).

During Q1 2016, the value of the US$ relative ® @AD$ increased from US$1.00 = CAD$1.3394 as at
September 30, 2015 to US$1.00 = CAD$1.3840 as @bber 31, 2015. A 5% change in the value of the
CADS$ relative to the US$ would have an impact onimeome of approximately $400 (Q1 2015 - $400).

Almonty’s wholly-owned indirect subsidiary, Wolfra@amp, operates in Australia in Australian dollars
(AUDS$). Its output is a commodity that is primgrilenominated in United States dollars (US$) and
Almonty’s reporting currency is in Canadian dollé&AD$). As such, Almonty’s Consolidated balance
sheet can be significantly affected by movementaden the three currencies (CAD$, US$ and AUDS).
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During Q1 2016, the value of the AUD$ relative lte CAD$ decreased from AUD$1.00 = CAD$0.9402
as at September 30, 2015 to AUD$1.00 = CAD$1.0@98t &ecember 31, 2015, 2015. A 5% change in
the value of the CADS$ relative to the AUD$ would/eaan impact on net income of approximately $120
(Q1 2014 $180).

Currency movements during Q1 2016 resulted in tleng@any recording a cumulative translation
adjustment gain of $1,339 (2014 - $472). This amdsirecorded as other comprehensive income (loss)
on the consolidated Statements of Operations amdp@hensive Income (Loss) and accumulated other
comprehensive income (loss) as a separate lingit&hareholders’ Equity.

Fluctuation in Interest Rates

Almonty’s exposure to the risk of changes in marktgdrest rates relates primarily to cash at bamikkson
hand with a floating interest rate and amounts pkeyto Almonty under its supplier finance progrdmatt
is part of its Supply Agreements.

The Company currently has $45115 in long-term delt$tanding at varying levels of fixed and floating
interest rates of between 1.77% - 12.0%. A pontibtie floating rate debt totaled $4,195 and selleon

a fixed spread over the 6-month Euribor rate. Amvement in the 6-month Euribor rate over remaining
term of the long-term debt with have an impacti@amount of interest paid by the Company. Evefy 1
basis point (1.0%) movement in the Euribor rate gdluse the amount the Company is required tompay i
monthly interest to fluctuate +/- $3. A secondtjwor of the floating rate debt totaled $13,840 andased

on a fixed spread over the 3-month LIBOR rate. Amgvement in the 3-month Libor rate over remaining
term of the long-term debt with have an impacttmamount of interest paid by the Company. Evefy 1
basis point (1.0%) movement in the 3-month LIBOR n&ill cause the amount the Company is required
to pay in monthly interest to fluctuate +/- $10.

The Company may in the future become a borrowanaddditional material amount of funds or repay its
existing outstanding long-term debt at any timehaitt penalty. The Company’s primary operations are
located in the Iberian Peninsula, Australia andtlsd{orea. The ongoing uncertainty in the financial
markets may have a negative impact on both the @oyip future borrowing costs and its ability toaiht
debt financing.

Pledge of Assets as Security

The Company has pledged certain of its assetsasityein order to obtain additional capital
through loans. Should Almonty fail to pay or remeth event of default (as defined under the
loan agreements) the holder of the security wdudah toe able to seize and dispose of the secured
assets.

Access to Capital Markets

To fund its future growth plans, the Company magdnee dependent on securing the necessary capital
through loans or permanent capital. The availgtoli this capital is subject to general econonaicditions

and lender and investor interest in the Compangdgepts. To facilitate the availability of capitahe
Company maintains an investor relations prograardier to inform all shareholders and potential 819es

of the Company’s developments.
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Future Financing, Credit and Liquidity risk

The success of exploration programs, developmegrams and other transactions related to concession
could have a significant impact on the need foitahpf Almonty decides to develop one of its peoiies,

it must ensure that it has access to the requapdat. The Company could finance its need for teéjy
using working capital, by arranging partnershipsotiter arrangements with other companies, through
equity financing, by taking on long-term debt oy mombination thereof.

Almonty’s maximum exposure to credit risk, exclugliiie value of any collateral or other securitythis
creditworthiness of its customer that is operaiagounterparty to Almonty’s supplier financing gmam.

All invoices submitted to the customer under th@@By Agreements are subject to a supplier finance
program and a factoring fee that varies with adigpread to the 6-month LIBOR rate. Almonty is@sgxl

to fluctuations in the 6-month LIBOR rate up to axamum of movement of 250 basis points. For every
100 basis point movement in the 6-month LIBOR nateild impact the Company’s cash flow by +/-
US$1.00 for each US$100.00 in revenue. Almontygassall trade receivables that are subject to the
supplier finance program to a third party bank amtkives prepayment from the bank on the invoices
assigned. The availability of this program resigly on the ability of Almonty’s customer to camtially

pay down the supplier financing facility as it camie in order to ensure Almonty has access to draw
the facility when it ships W@concentrate to the customer under the Supply Ageets. If the 6-month
LIBOR rate were to exceed the maximum amount @lmionty were to no longer have access to the
supplier financing program it would revert to nofrirade terms with its customer.

Economic Dependency

Daytal and WCM, together with Almonty, are partiesthe Supply Agreements with the Customer.
Currently over 9% of the revenue earned by the Company’s operat®sald to the Customer. Almonty
is economically dependent on the revenue receiaad the Customer in order to be able to meet iteot
obligations and is subject to the pricing termsosgtin the Supply Agreements. There is no guasatitat
Almonty would be able to find an alternative cusésrar customers on terms similar to its existing@y
Agreements should the Customer cease operatioheamme unable to pay Almonty under the Supply
Agreements. See Section 8, “Objectives and Outlo&kimmary of the Company’s Long-Term Supply
Agreements”, in this MD&A for further details.

Tungsten Market

There is no assurance that a profitable marketowiitinue to exist for the sale of tungsten. Tuaiggtrices
have experienced significant movement over shaibge of time and are affected by numerous factors
beyond the Company’s control, such as internati@t@nomic and political trends, expectations of
inflation, currency exchange fluctuations, interas¢s, global or regional consumption and demaiie s,
speculative activities and increased productiontdumproved mining and production methods. Tungste
prices may be negatively affected by any slowinghef global economy, increases in exports from one
market economy countries, notably China, and tlease of tungsten concentrate onto the market finem
U.S. National Defence Stockpile.

Operational Risks

Production

Daytal’'s contract with Movimentos de Tierras Y Exaeaiones, S.L.U. MOVITEX "), under which
MOVITEX carries out contract mining activities fbraytal at the Los Santos Mine, was entered into for
the life of the Los Santos Mine with an effectivaalof January 15, 2014. Daytal currently doeshagt
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any mining capabilities of its own and relies on MIDEX for all mining activity, including waste rock
removal, pit development and delivery of ore to @@y crushing and processing plant. There is no
guarantee that Daytal would be able to replace MIX with another contract mining firm if MOVITEX
were no longer able to provide contract mining mewto Daytal. Any disruption in the contract migi
services provide by MOVITEX would have a negativgact on Daytal's short-term economic viability.

Competition

The mining industry is very competitive and the @amy has to compete with other companies related to
the acquisition of attractive mineral propertiesl dhe retention of skilled labour. Many compettor
possess greater financial, technical and otheuress than the Company. As a result, the Compay m
be faced with a shortage or no supply of ore orleyges, as well as not being able to maintain quie
mineral properties on reasonable terms or at all.

Risks Related to Property Title

Although the Company leases all of the land ofltbe Santos Mine from third party property owners as
well as the two closest municipalities to the Last®s Mine and the Company has obtained legal @péni
on the titles to all of its properties, and althbuighas taken reasonable measures to ensurdlthed@erty
titles are valid, there is no certainty that theparty titles will not be challenged or questionethird
parties could have valid claims to the lands ocetiy the Company or immediately adjacent to the
Company’s leased lands.

Dependence on Key Personnel
The Company is dependent on a relatively small rerrobkey employees, of which the loss of any could
have an adverse effect on its operations.

Laws and Regulations

The Company’s exploration and development projergssubject to laws and regulations, including ¢hos
concerning mining as well as environmental andtheahd safety matters. The laws and regulations in
place are susceptible to change and the impactyofedification is difficult to measure. The Compan
policy is to maintain safe working conditions imgaliance with applicable health and safety rules.

Licenses and Permits

There can be no guarantees that the Company wibketo obtain or maintain all the necessary Besn
and permits to extract and process mineexplore, develop, or maintain its continued opersaj or that
the Company will be able to comply with all the ddgions imposed. The current operating permits and
plant capacity limitations at the Los Santos Milieves Almonty to process up to 500,000 tonnes &f or
per annum. The current operating permits and glapacity limitations at the Wolfram Camp Mine allo
Almonty to process between 400,000 and 540,000e®0h ore per annurAny increase in available ore
or significant increase in the concentration ofgsten contained in the ore may require the Company
expand its production and processing capabiliti@hie current operating permits and plant capacity
limitations at the Panasqueira Mine allow Almontyprocess up t865,000 tonnes of ore per annum.
Almonty is in the process of completing an engimeestudy at the Sangdong Mine and expects to e in
position to apply for a surface permit in April B01The surface permit is required before Almordan c
begin the necessary work to bring the Sangdong Maek into production. There is no guarantee that
Almonty will be able to obtain the necessary pesmmtorder to expand its production footprint.
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The mining license for the Los Santos Mine was @i September 2002, for a period of 30 years and
is extendable for 90 years. Daytal has to pay dnlana taxes (approximately €2,000 per year) to the
Spanish government. This amount is related to whiace covered and not to the production of mirgeral
There are no other royalty payments.

Almonty has all necessary licences to operate anthin in compliance with regulations for WCM. lIts
licenses have no restrictions with respect to wdstaping or tailings capacity. The Company has the
tenement commitments set out below in relationxplaation tenements held by TM and WCM. The
Department of Mines and Natural Resources (Quemthshustralia) aggregates expenditure commitments
over the first three to five years of the term afldws for variations to commitments should these b
required due to operational practicalities:

Year ending September 30:

2016 771
2017 273
2018 324

1,368

The Company files applications in the ordinary seuto renew the permits associated with its mining
license that it deems necessary and/or advisabtbdacontinued operation of its business. Cerithe
Company’s permits to operate that are associatddtive mining license are currently under applarati
for renewal. There is no guarantee that Almontly sé able to renew the necessary permits in aiaer
continue operating.

For Q1 2016, Almonty has recognized a restoratiomipion of $649 (Q1 2015 — $) with respect to Rdigt
future obligation to restore and reclaim the mimeeit has ceased to mine tungsten ore from the Los
Santos Mine. The restoration provision represgrggresent value of rehabilitation costs relatmghe
mine site which are expected to be incurred in 28f€r the Los Santos Mine ceases production. This
provision has been created based on Almonty’s nateestimates. Assumptions based on the current
economic environment have been made, which managdreteves are a reasonable basis upon which to
estimate the future liability. These estimates rarngewed regularly to take into account any materi
changes to the assumptions. Actual rehabilitatimsts will ultimately depend upon future marketes

for the necessary decommissioning works requireidiwiluill reflect current market conditions at thiate.

The timing of the rehabilitation is likely to degkon when the Los Santos Mine ceases to produce at
economically viable rates. This in turn will depeon Almonty’s ability to extend the mine life ysar
through additional exploration and also on the reitprice of WQ concentrate. The Company is in the
process of having its mine plan and restoratiowipron for the Los Santos Mine reviewed by the valg
authorities in Spain. The Company posted an imagrgolicy in the amount of $4,406,000 (€2,800,000)
for a period of one year (maturity in July 2016Yidg the period of time that the mine plan is being
reviewed. Almonty’s current mine plan entails oimgoreclamation work of the site as part of the pit
optimization work (several small pits that haverb&dly mined are filled in and reclaimed as pérthe
regular waste rock movement and stripping workiedron other pits that are in production, as opgdse
hauling the waste rock to the waste dump). Thesotimine plan under review by the relevant autiesri
entails the reclamation of the majority of the sigepart of on-going operations and waste rock mewvg.

The restoration provision currently recognized iy €Company is estimated to be sufficient to covsr a
remedial restoration and reclamation work needeaxhgompletion of the tailings reprocessing operatio
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Upon completion of open pit mining operations, dgrihe period when the Company will process thi bul
of its inventory stock pile of mineralized tailingslmonty estimates that the current restoratiapvigion
will be sufficient to complete all reclamation wor&quired under its mine plan. The relevant Sganis
authorities may determine, upon final review, tiatamount required to be posted for future recteoma
work be increased. The Company anticipates thall iteceive approval of its mine plan for the Lantos
Mine prior to the expiration of the current insurarpolicy in July 2016.

Banco Popular has posted a bank warranty of €1301{%on behalf of Daytal with the Region of Caatill
y Leon, Trade and Industry Department as a forrdegfosit to cover the expected costs of restorirg th
Los Santos Mine as required by Daytal’'s Environrakhmhpact Statement that forms a part of its mining
and exploitation license on the Los Santos Mineigron. The bank warranty cannot be cancelledssle
such cancellation is approved by the governmetastilla y Leon upon approval of the completiorief
restoration work. The bank warranty is undrawn eaudies a quarterly stand-by fee of approximagdly
per quarter.

Almonty has recognized a restoration provision »f4%$0 (Q1 2015 — $1,152) with respect to WCM'’s
future obligation to restore and reclaim the mineeit has ceased to mine tungsten and molybdemem o
from Wolfram Camp Mine. The restoration provisi@presents the present value of rehabilitationscost
relating to the mine site which are expected tanoeirred subsequent to 2019 after the mine ceases
production. This provision has been created baseflimonty’s internal estimates. Assumptions based
on the current economic environment have been mateh management believes are a reasonable basis
upon which to estimate the future liability. Thestimates are reviewed regularly to take into astany
material changes to the assumptions. Actual rétetnin costs will ultimately depend upon futureurket
prices for the necessary decommissioning worksireduvhich will reflect current market conditions a
that time. The timing of the rehabilitation isdily to depend on when the Wolfram Camp Mine cetses
produce at economically viable rates. This in tithdepend on Almonty’s ability to extend the mifife
years through additional exploration and also enftiture price of W@concentrate.

As at December 31, 2015, Almonty had $1,313 (Q15203%1,230) in restricted cash on deposit with the
Queensland Government, Department of Natural Ressuand Mines as required by the Department of
Environment and Heritage Protection, based on tihe pian in effect as at September 30, 2014.

There is a restoration provision of $85 with re¢pe¢he Woulfe properties.
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A summary of the Company’s restoration provisioprissented below:

Balance at September 30, 2014 1,262
Revisions in estimated cash flows and change: 1,584
Provision assumed on acquisition 83
Accretion expense 82
Translation adjustment (23)
Balance at September 30, 2015 2,988
Revisions in estimated cash flows and changes i -
Accretion expense 25
Translation adjustment 171
Balance at December 31, 2015 3,184

Political Risk

The Spanish, Portuguese, South Korean and Austrgdisernments currently support the development of
their natural resources by foreign and domesticpaomies. However, there is no assurance the govetnme
will not adopt different policies regarding foreigmwnership of mineral resources, taxation, exchaatgss,
environmental protection, labour relations, repaiton of income or expropriation in the future.

Litigation

All industries, including the mining industry, asebject to legal claims, with and without merit.eTh
Company has in the past and may in the future tehind in various legal proceedings. While the
Company is not aware of any possible legal proceethiat could have a material adverse effect on its
financial position, future cash flow or resultsoperations of the Company, due to the inherentrtaiogy

of the litigation process and the defence cost&lvmay have to be incurred, even with respectaond
that have not merit, there can be no assurancéhbhatsolution of any particular legal proceediniynot
have a material adverse effect on the Company.

Risks Linked to Common Shares

The price of the common shares of Almonty may fiaté for several reasons such as production and/or
exploration results or operating results and chsi, fexchange rates, available financing, lackapfidity

and several other factors. It is possible thatgtiee of a common share of Almonty may experience
significant fluctuations and that such price migatless than the actual price paid by an investor.

10. Disclosure of Internal Controls

Management has established processes to providem théh sufficient knowledge to support
representations that they have exercised reasodsigkence that (i) the Q1 2016 Financial Stateraelt
not contain any untrue statement of material facinoit to state a material fact required to beestatr that

is necessary to make a statement not misleadilghinof the circumstances under which it is maakeof
the date of and for the periods presented by theudited interim condensed consolidated financial
statements, and (ii) the Q1 2016 Financial Statésriairly present in all material respects the fiicial
condition, results of operations and cash flonhef Company, as of December 31, 2015, and for tiee th
months ended December 31, 2015.
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In contrast to the certificate required for non{uea issuers under National Instrument 52-109 —
Certification of Disclosure in Issuers’ Annual alderim Filings(“NI 52-109), the Venture Issuer Basic
Certificate does not include representations mgdato the establishment and maintenance of disa@osu
controls and proceduresC&P ) and internal control over financial reportind CFR "), as defined in

NI 52-109. In particular, the certifying officergirig the certificate are not making any represeois
relating to the establishment and maintenance of:

® controls and other procedures designed to peovieasonable assurance that information
required to be disclosed by the issuer in its ahfilirys, interim filings or other reports filed
or submitted under securities legislation is reedrdprocessed, summarized and reported
within the time periods specified in securitiesisagion; and

(i) a process to provide reasonable assurancade the reliability of financial reporting and
the preparation of financial statements for extepuaiposes in accordance with the issuer’'s
generally accepted accounting principles.

The issuer’s certifying officers are responsibledosuring that processes are in place to protieia tith
sufficient knowledge to support the representatibey are making in the certificate. Investors stidne
aware that inherent limitations on the ability @rtdying officers of a venture issuer to desigrdan
implement on a cost effective basis DC&P and ICERe&fined in NI 52-109 may result in additionaksis
to the quality, reliability, transparency and timeks of interim and annual filings and other répor
provided under securities legislation.

11. Management’s Responsibility for Financial Statements

The information provided in this report, includitge financial statements, is the responsibility of
management. In the preparation of these statementsnates are sometimes necessary to make a
determination of future values for certain assethabilities. Management believes such estimaggeh
been based on careful judgements and have beerrpyragflected in the accompanying financial
statements.

February 29, 2016
On behalf of Management and the Board of Directors,

“Lewis Black”

Chairman, President and Chief Executive Officer
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Glossary of Terms

APT

Concentrates

€
MB

MTU

NI 43-101

Scheelite

Tonne

Tungsten concentrates
US$

w

WOs

ammonium para tungstate is an intermediatdymtowhich is one of the
principal chemical forms in which tungsten is trdde

the valuable fraction of an ore wth&ft after waste material is removed
in processing

Euros
Metal Bulletin of London

metric tonne unit, equal to 1 percent of a meetonne or 10 kg (22.046
pounds) of contained WO

National Instrument 43-101 Standards of Disclosure for Mineral
Projects

a brown tetragonal mineral, Ca\WDis found in pneumatolytic veins
associated with quartz, and fluoresces to showea ablor. Scheelite is a
mineral of tungsten
a metric unit equal to 1,000kg (2,204.6 psiin

concentrates generally cimgadbetween 40 and 75 percent WO
United States dollars

the elemental symbol for tungsten

tungsten tri-oxide, a compound of tungsten angjer
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