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1. Introduction

This management discussion and analyd$D&A "), dated August 27, 2012, provides a review of the
financial position and results of operations of Ahty Industries Inc. (TSX-V: All) (Almonty” or the
“Company’). This MD&A reviews the business of Almonty amtiscusses the Company’s financial
results for the three and nine month periods eddee@ 30, 2012. It should be read in conjunctioti wi
the unaudited consolidated interim financial staetsa and notes thereto of the Company for the three
and nine month periods ended June 30, 2012.

The Company’s management is responsible for thegpation of the consolidated financial statemests a
well as other information contained in this MD&AThe board of directors of Almonty (th&bard of
Directors”) is required to ensure that management assum&ssponsibility in regard to the preparation
of the Company’s financial statements. To fad#itthis process the Board of Directors has created
audit committee (the Audit Committee”). The Audit Committee meets with members of the
management team to discuss the operating resultstren financial results of the Company, before
making their recommendations and submitting tharfaial statements and MD&A to the Board of
Directors for review and approval. Following tleeommendation of the Audit Committee, the Board of
Directors approved the unaudited consolidated imtéinancial statements for the three and nine imont
periods ended June 30, 2012 and this MD&A on Augus012.

The unaudited consolidated interim financial staets of the Company for the three and nine month
periods ended June 30, 2012 have been prepareztandance with International Financial Reporting
Standards (FRS”).

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

On September 23, 2011, the Company (then RCG Cadpita (“RCG")) completed its qualifying
transaction (the Qualifying Transaction”), whereby all of the issued and outstanding siéesr of
7887523 Canada Inc.Atmonty Sub”) were acquired in exchange for securities of @@mpany on a
one-for-one basis and the Company changed its marfAmonty Industries Inc.” and its stock symbol
to “All". The Qualifying Transaction was a revernske-over with the former shareholders of Almonty
Sub holding approximately 98% of the outstandingreb of the Company immediately following its
completion. In connection with the Qualifying Tsaction and immediately prior to its completion,
Almonty Sub acquired all of the issued and outstamdshares of Daytal Resources Spain, S.L.
(“Daytal”) from Heemskirk Europe PLC and Heemskirk Consatédi Limited (collectively,
“Heemskirk”). Daytal is the owner of a 100% interest in thes Santos tungsten project located near
Salamanca, Spain (the.ds Santos Project). Immediately prior to the completion of the Qifiang
Transaction the outstanding securities of the Comgthen RCG) were consolidated on the basis of one
post consolidation security for each of the presipuoutstanding 6.67 securities of the Company
effective September 23, 2011.

In accordance with IFRS Business Combinationshe Qualifying Transaction constituted a reverse
acquisition of a non-operating company. The Quag Transaction does not constitute a business
combination as, prior to the completion of the @uilg Transaction, the Company (then RCG) did not
meet the definition of a business under the acéogistandard. As a result, the Qualifying Tranisacis
accounted for as a capital transaction with AlImoBtyp being identified as the accounting acquirer an
the equity consideration being measured at faine/al The resulting statement of financial positien
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presented as a continuance of Almonty Sub. Alm@&up was incorporated on June 9, 2011 for the
express and sole purpose of completing the acmuisif Daytal. There was no activity in Almontytsu
prior the acquisition of Daytal, therefore there ap comparative figures available for the threaioe
month periods ended June 30, 2012.

Additional information about the Company, alonghvbhe audited consolidated financial statements of
the Company for the period June 9, 2011 to SepterB®e2011 and the unaudited interim financial
statements of the Company for the three and ninghmmeriods ended June 30, 2012 are availableen th
Company’s website at www.almonty.com and on SEDAR\W.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 relatiothi® Company’s business and economic environment in
which it operates. Forward-looking statements rimajude, but are not limited to, statements with
respect to future remediation and reclamation diets/ future mineral exploration, the estimatioh o
mineral reserves and mineral resources, the réializaf mineral reserve and mineral resource eséna
the timing of activities and the amount of estindatevenues and expenses, the success of exploration
activities, permitting time lines, the success afendevelopment and construction activities, thecess

of future mine operations, the success of othasréubusiness operations, requirements for additiona
capital and sources and uses of funds. Any stat@sntieat express or involve discussions with respect
predictions, expectations, beliefs, plans, projesj objectives, assumptions or future events or
performance (often, but not always, using wordplorases such as “expects”, “anticipates”, “plans”,
“estimates”, “intends”, “strategy”, “goals”, “obj&ges” or stating that certain actions, events asuits
“may”, “could”, “would”, “might” or “will” be taken, occur or be achieved, or the negative of any of
these terms and similar expressions) are not stéatsnof historical fact and may be “forward-looking
statements”.

Forward-looking statements are subject to a vanéknown and unknown risks, uncertainties and iothe
factors which could cause actual events, resuéidppnance or achievements to be materially differe
from any future results, performance or achievesaxpressed or implied by such forward-looking
statements. Such factors include, but are notdimnib, the inability of the Company to maintain its
interest in its mineral projects or to obtain omy with all required permits and licences, risks
normally incidental to exploration and developmerft mineral properties, uncertainties in the
interpretation of drill results, the possibilityathfuture exploration, development or mining resuifill

not be consistent with expectations, changes irmgmaental regulation adverse to the Company, lack o
adequate infrastructure at the mineral properesnomic uncertainties, the inability of the Compsm
obtain additional financing when and as needed,petition from other mining businesses, the future
price of tungsten and other metals and commodiffiestuation in currency exchange rates, title defe
and other related matters. See Section 10, “Rasic Uncertainties”, in this MD&A for a further
discussion of factors that could cause the Comaagtual results, performance or achievements to be
materially different from any anticipated resulpgrformance or achievements expressed or implied by
forward-looking statements. The forward-lookingtetnents in this MD&A represent the expectations of
management as of the date hereof and accordingl\suject to change after such date. Readerddshou
not place undue importance on forward-looking stetets and should not rely upon these statements as
of any other date. The Company does not undettakgdate any forward-looking information, except
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as, and to the extent required by applicable lawse forward-looking statements contained herein ar
expressly qualified by this cautionary statement.

A glossary of terms is affixed to the last pagéhid MD&A.

2. Overview

Almonty is a publicly traded company listed on th&8X Venture Exchange (thelTSX-V”) under the
symbol “All”. The principal business of Almonty ihe production of tungsten concentrate and the
advancement of exploration and development acts/idit the Los Santos Project. The Los Santosd®roje
is a tungsten mine located approximately 50 kiloggefrom Salamanca, in western Spain. The mine has
been in production since 2008 and produces tungstecentrate products which are currently sold unde
a long-term supply agreement. The mine was opan&dne 2008 and commissioned in July 2010 by its
former owner, Heemskirk.

The tungsten business outlook has remained roboseé sAlmonty first entered into negotiations to
acquire Daytal in April 2011. A continued globalpgly shortfall for tungsten concentrates coupléith w
increasing demand has led to sustained highergpaeer the first 9 months of Almonty’s ownership of
the Los Santos Project. Additional planned glotmahe output will be required in order to meet
forecasted demand increases.

Tungsten prices according to the MB European quotdbr APT (from which Almonty’s concentrate
prices are derived by varying formulae under itsglterm supply agreement) have recently recovered t
the US$400/MTU level since the recent price deslime April 2012. Almonty prices its tungsten
concentrate product in relation to the prior mostaverage quoted price for APT on the MB European
quotation service. The price Almonty received itsrtungsten concentrate during May and June was
negatively impacted by the decline in the MB Eumpguoted price during the month of April and May
resulting in a lower average price for its Tungstencentrate compared to the previous quarter.

Page | 4



A ALMNMONTY

Management Discussion and Analysis
For the Three and Nine Month Periods Ended June 30, 2012
Dated August 27, 2012

APT Europe Weekly Last 6 Months

460

440 \

420 \‘

S

o

o
/

USS per MTU

w

o]

o
p—
|
I
7 /

w
(o))
o

340

320

300
22-Feb-12 22-Mar-12 22-Apr-12 22-May-12 22-Jun-12 22-Jul-12

Low Price ===High Price Average

Source: Metal Bulletin, ammonium para tungstateTAEEuropean (US$/MTU),

Almonty continues to believe that long-term marketdamentals remain robust with limited availaiilit
of product on the market and strong demand fordtemgconcentrate.

Almonty has identified areas of operational impmoeat and has embarked on a plan to increase the
recovery of tungsten concentrate from the Los SaRtwject to industry standard through operational
changes and enhancements to the milling circuitimpdovements to the way in which ore is fed irte t
processing circuits. Results to date have beemipiog and the improvement in tungsten recoveses i
on target. Optimization of the existing gravitylingircuits has been completed with the additionaof
hydrosizer that was added to the processing ciesudtcommissioned during May 2012. This has lead t
an increase in the average tungsten recovery 0a68.6% and 60.0% for the months of June 2012 and
July 2012 respectively. The addition of a flotat@rcuit is in progress. Site preparation work hagun

and final engineering plans have been completede dddition of the flotation circuit is expected to
improve the overall tungsten recovery rate to aimmim of 65%. The Company believes it is on traxk t
achieve this targeted recovery rate by the endlehclar 2012.

Management has also identified several opportunitieexpand the Los Santos Project’s potentialresd
begun an exploration campaign with the intent ofvesting measured and indicated mineral resources t
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proven and probable mineral reserves. The expdoratampaign is targeting over 7,000 metres of
drilling per year over the next 4 years and Almorstyworking with third party mining consultants to
optimize the pit design based on the results ofdiiéng campaign. As at the date of this MD&A,
Almonty had completed approximately 5,078 metredrifing as at June 30, 2012 (3,377 metres as at
March 31, 2012) and is currently in the procesamdlysis and reviewing the results of the campaign.
Almonty intends to perform sufficient drilling inrder to support the completion of an updated Nation
Instrument 43-101 -Standards of Disclosure for Mineral ProjedtsNI 43-101") compliant technical
report prior to the end of calendar 2012. Almowfil provide updates on this and other initiativees
they progress.

Preliminary pit optimization work is continuing and schedule. Average grades of ore mined duhiag t
period of time of the pit optimization are improgiand, while below the anticipated long-term gratle
the resource, are enhancing tungsten productioglslem combination with the improvements to the
overall tungsten recovery rate. We anticipate owpd production volumes as a result of both
improvements in recoveries and higher Y\ftades in future periods.

Prior to its acquisition by Almonty, the Los Sante®ject mined 441,4976 tonnes of ore at an average
grade of 0.27% producing approximately 61,599 MTWM®;for an average tungsten recovery of 52.3%
for the period from October 1, 2010 to September28a1

Summary operating information for Daytal

Three Months Nine Year Ended
Ended June Months September
30, 2012 Ended June| 30, 2011
30, 2012
Ore treated (tonnes) 116,166 356,688 441,916
WO;concentrate produced (MTU) 16,144 48,332 61,599
WO; concentrate sold (MTU) 14,986 47,842 52,807
Sales revenue (US$ million) 4.8 16.1 15.0
Cash operating costs (US$/MTU) 187 189 193
Ore mined (tonnes) 113,492 347,574 482,968
Average grade WOmined 0.28% 0.27% 0.32%
Average WQ recovery rate 58.1% 57.1% 52.3%

Average tungsten recovery rates improved signiflgdollowing the installation and commissioning of
the hydrosizer. The overall average tungsten mgonate for the month of June was 60.5% and fiyr Ju
it was 60.0%.

1
Information for the year ended September 30, 26dased on the operating results of Daytal uitdgsrevious owner, Heemskirk, prior to
Daytal being acquired by Almonty.
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3. Financial Highlights

The following financial information is for the peds from July 1, 2011 to September 30, 2011, from
October 1, 2011 to June 30, 2012 and from Aprd(1,2 to June 30, 2012:

Three Months Nine Months Three Months
Ended Ended Ended
June 30, 2012 June 30, 2012 September 30, 2011
$'000 $'000 $'000

Revenue 4,802 16,251 -
Cost of sales 2,563 8,590 -
Gross profit 2,239 7,661 -
Bargain purchase gain - - 68
General and administrative costs (788) (2,230) (326)
Other income 68 145 -
Transaction costs - - (786)
Listing expense - - (698)
Non-cash compensation costs (options issued to
directors, officers and key management) (69) (221) (363)
Earnings (loss) before the undernoted items 1,450 5,355 (2,105)
Depreciation and amortization (1,170) (3,921) -
Interest expense 17) (44) -
Net income (loss) for the peri 263 1,390 (2,105)
Income (loss) per share basic $0.01 $0.04 ($0.06)
Income (loss) per share diluted $0.01 $0.03 ($0.06)
Dividends - - -
Cash flows provided by (used in) operating 2,534 6,106
activities (593)
Cash flows used in investing activities (2,583) (6,485) (14,152)
Cash flows provided by financing activities 17 213 15,901

Cash

Total assets

Long-term trade payables
Capital lease obligations
Shareholders’ equity

Other

Outstanding shares (‘000)

Weighted average outstanding shares (‘000)
Basic
Fully diluted

Closing share price

June 30, 2012
990

31,211

513

166

21,136

37,028
37,023

42,877
$0.94

March 31, 2012

September 30, 2011

1,022
31,424
534
186
21,412

37,011

37,011

42,852
$0.99

1,156
31,315
520
50
21,177

37,011
37,011

42,702
$1.00
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Three and Nine Month Periods Ended June 30, 2012

During the three months ended June 30, 2012, Alynarihed 113,492 tonnes of ore at a weighted
average grade of 0.28% W@47,574 tonnes of ore at a weighted average gra0e27% for the nine
months ended June 30, 2012). The Company procdd€ed66 tonnes of ore at a weighted average
grade of 0.24% Wofor a total contained MTU W{processed of 27,786 (356,688 tonnes of ore at a
weighted average grade of 0.24% WMOr a total contained MTU W{processed of 84,638 for the nine
month period ended June 30, 2012). Tungsten ctraterrecovery averaged 58.1% and 57.1% for the
three and nine month periods ended June 30, 264ectively. Almonty shipped 12,586 MTU of high
grade concentrate (65.0% or higher ¥Yy@nd 2,400 MTU of low grade concentrate (betweg®% and
65.0% WQ) for the three month period ended June 30, 20tRshipped 42,022 MTU of high grade
concentrate (65.0% or higher Wnd 5,820 MTU of low grade concentrate (betwe0% and 65.0%
WQs) for the nine month period ended June 30, 2012.

Gross revenue for the three month period totale80®4($16,251 for the nine month period). Direct
selling expenses, consisting of freight, insuraand other transportation services required to deliv
product, totalled $55 for the three month periodezhJune 30, 2012 ($162 for the nine month period).
Net sales for the three month period ended Jun@@IR totaled $4,747 ($16,089 for the nine month
period).

Direct mining costs totalled $553 and direct preags costs totalled $1,955 for the three monthaukri
ended June 30, 2012. For the nine month perioddeddne 30, 2012, direct mining costs totalled 28,9
and direct processing costs totalled $6,499. Gposft for the three month period ended June B1,22
was $2,239 ($7,661 for the nine month period).

General and administrative costs for the three mgriod ended June 30, 2012 totalled $857 and
included non-cash compensation costs of $45 reldatnthe recognition of the vesting of a portion of
options previously granted to the Chief Financi#ficer of the Company on September 26, 2011 and $24
in non-cash compensation expense for options gidnteertain employees of the Company on June 19,
2012. For the nine month period ended June 3@ geheral and administration costs were $2,451 and
included non-cash compensation expense of $22tingléo the vesting of a portion of the options
previously granted to the Chief Financial Officér$d35 and $86 relating to options granted to oerta
employees). Other Income (loss) of $68 for the¢tmonth period ended June 30, 2012 and $145dor th
nine month period ended June 30, 2012 consistddreign exchange gains on translation of United
States dollar revenue into Euros totalled $77Herthree month period ended June 30, 2012 compared
a gain of $118 for the nine month period and Otheome (loss) for the three month period of ($9)
compared to $27 for the nine month period.

Other costs included in general and administratigsts include employee salaries and employment
related expenses of all non-mining/processing peraloas well as corporate overhead costs, listimy a
transfer agent fees, accounting, legal and ottefegsional fees and travel.

Depreciation and amortization expense totalled L domprised of amortization of $622 for mining

operations based on historical costs and $548 ortazration charges related to the fair value burppru
asset values that was recorded when the CompanyiredgDaytal on September 23, 2011. Total

Page | 8



I:\ ALMNMONTY

Management Discussion and Analysis
For the Three and Nine Month Periods Ended June 30, 2012
Dated August 27, 2012

depreciation and amortization for the nine monthigoewas $3,921 comprised of amortization of $2,139
for mining operations based on historical costs®h@82 in amortization charges related to theviaiue
bump-up in asset values that was recorded whe@dhgpany acquired Daytal on September 23, 2011.

The Company record $nil in tax expense for bothttihee and nine month periods as it has suffidieat
loss carry forward amounts that can be utilizecethuce taxable income to zero.

Overall income for the three month period endedeJ8®, 2012 was $263 or $0.01 per common share.
Overall income for the nine month period was $1,8080.04 per common share.

Cash provided by operating activities totalled $2,%or the three month period and $6,106 for theni
month period.

Cash used in investing activities totalled $2,588the three month period ($6,485 for the nine ront
period) and is related to exploration expenses366%$654 for the nine month period), additionplant
and equipment of $789 ($1,417 for the nine montiodg and pit optimization and waste rock movement
of $1,488 ($4,414 for the nine month period). d&tvelopment costs are capitalized and then amdrtize
based on the units of production method as thesotistrip ratio is greater than the average stipr
over the life of the Los Santos Project.

Cash provided by financing activities totalled ¥ the three month period and consisted of capital
lease payments of ($15) offset by non-cash inteegpense of $17 that was capitalized and gross
proceeds from the issuance of common shares oexgreise of 22,488 warrants of $15. Cash provided
by financing activities for the nine month periodsv$213 consisting of a new capital lease enterted i
for the acquisition of vehicles and equipment B%less capital lease payments of ($29) for a apital
lease amount of $154, non-cash interest expen$dbthat was capitalized and gross proceeds of $15
received from the issuance of common shares oexéeeise of 22,488 warrants during the period.

Daytal’s contract with Sanchez y Lag&{fL”), under which SYL carries out contract miningieities

for Daytal at the Los Santos Project, was renewedhe life-of-mine with an effective date of July
2012. Daytal currently does not have any miningatidlities of its own and relies on SYL for all rimig
activity, including waste rock removal, pit devetognt and delivery of ore to Daytal's crushing and
processing plant. See Section 10 “Risks and Uaicgi¢és — Operational Risks — Production”, in this
MDG&A for additional details and analysis.

The Company had no interest bearing debt as at3wn2012 ($nil as at March 31, 2012 and $nil as at
September 30, 2011) other than a capital leasgailiin relating to several pieces of industrial hiaery
(front end loader, forklifts etc.) and vehiclesalthg $166 that bear annual interest rates of betw
2.75% and 4.50%. Long-term non-interest beariaderpayables of $513 ($183 classified as long-term
and $330 classified as current) relates to a nterést bearing trade payable that matures in Noeemb
2013 and requires Almonty to make a payment of $17%September 2012 and ongoing monthly
instalments of $43 beginning in October 2012.
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Three Months Ended June 30, 2012 (Q3 2012) Comparé¢al the Three Months Ended March 31,

2012 (Q2 2012)

Revenues decreased by ($162) in Q3 2012 compar@@ 2012 due to a decrease in the price received
for finished goods. Sales volumes increased #$jighiring Q3 over the previous period due to higher
production levels of tungsten concentrate durireydbarter. The increase in production levels f8r Q
2012 were the result of better head grades beingadras the Company works through its pit optimizati
plans as well as improvements to the tungsten ergaate during the quarter (58.1% vs. 57.1% for Q2
and 60.5% for the month of June following the additof a hydrosizer to the processing circuit inyMa
2012). Almonty is on target with enhancements t# recovery rates which should help improve
production volumes in future periods.

Net earnings decreased by ($117) compared to Q2 294 direct result of decreased revenue from the
sale of tungsten concentrate, an increase in degicgtand amortization expense during the quarsea
result of higher volumes of ore processed during2QB2 as compared to Q2 2012 and an increase in
corporate overhead costs of $85 over Q2 2012 asudt rof higher corporate and business development
activities during the quarter.

General and administrative costs for the three hwenhded June 30, 2012 were in-line with the three
months ended March 31, 2012. While the Compangapced higher general and administration costs
attributable to its head office operations in theoant of $85 for Q3 2012 as compared to Q2 2018, th
was partially offset by a reduction of $38 in n@sle compensation expenses during Q3 2012 as & resul
of fewer incentive stock options being grantedrtgpyees during the period.

During the three months ended June 30, 2012 theevaf the Euro relative to the Canadian dollar

increased from €1.00 = CAD$1.3322 as at March 81220 €1.00 = CAD$1.2910 as at June 30, 2012
resulting in the Company recording a cumulativegtation adjustment and other comprehensive loss of
($623) for the three months ended June 30, 201f2s dompares to an increase in the value of the Eur

relative to the Canadian dollar for the three mopg¢hiod ended March 31, 2012 that resulted in the
recording of an “other comprehensive gain” of $I86 Q2 2012. These amounts are non-cash and
represent the fluctuation in the value of the Comypsaownership of Daytal and the Los Santos Project

During the three month period ended June 30, 2642h flow used in investing activities of $2,583
($2,129 for the three month period ended MarcH2B12) represented a decrease of ($41) in capiatsp
on the Company’s drilling exploration program, aorease of $50 spent on pit optimization and a $544
increase in the amount spent on equipment to eehtangsten recoveries as compared to the threehmont
period ended March 31, 2012.

Net operating cash flow for the three months enllew 30, 2012 was $2,534, representing an incoéase
$1,210 as compared to the three months ended MErcl2012. This increase was a direct result of
changes in non-cash working capital balances dfélcompared to balances as at March 31, 2012.

Cash flow from financing during the three monthiperended June 30, 2012 totalled $17 and comprised
($15) in payments under capital leases offset b ifilnon-cash interest expenses that were caithliz
during the quarter and gross proceeds of $15 reddiom the issuance of 22,488 common shares on the
exercise of warrants during Q3 2012 . This regmessan increase of $16 in cash flow from finan@sg
compared to the previous quarter.
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Liquidity and Capital Resources

As of June 30, 2012 the Company had sufficient c&stources and liquidity to meet its current
obligations and to fund working capital requirenseahd planed capital expenditures in 2012 (seddBect
8, “Objectives and Outlook”, in this MD&A for plaed drilling and exploration activities and
expenditures on both pit optimization and tungstgovery enhancement projects). The Company had
cash and receivables of $2,786 and non-cash woddpial of ($1,440) as at June 30, 2012. Almasity
presently shipping tungsten concentrate undermitg-term supply agreement and to date has received
payment for all invoices submitted to its customdihe Company believes that, based on the current
price of APT and its forecast production schedatetlie remainder of fiscal 2012, that it has thiéitgtio
generate sufficient cash flow to meet both its @nriand long-term obligations. Should the pric&BiT

fall below the Company’s cash operating costs aukhthe Company no longer be able to produce
tungsten concentrate in sufficient quantity theea @ompany may not be able to meet its current and
long-term obligations. Outside of abiding by Sghniaw requirements on minimum capital adequacy at
Daytal, there is no legal restriction on Almontglsility to repatriate capital from Daytal.

The primary objective of Almonty’s capital manageié to ensure that it maintains a strong credit
rating and healthy capital ratios in order to suppts business and maximize shareholder value.
Almonty manages its capital structure and makesishalients to it in light of changes in economic
conditions. Almonty may make a dividend paymenshareholders, return capital to shareholders or
issue new shares in order to meet its capital mamegt objectives in future periods. Almonty morsto
capital using a gearing ratio, which is net debiddid by equity plus net debt. Almonty’s policyts
maintain the gearing ratio between 5% and 40%, lwidicconsistent with industry standards. Almonty
includes within net debt, interest-bearing loand barrowings, trade and other payables, less cagh a
short term deposits and receivables from governrteentauthorities. Almonty is not exposed to any
externally imposed capital requirements.

June 30, March 31, December 31, September 30,

2012 2012 2011 2011

$'000 $'000 $'000 $'000
Capital leases 166 186 200 50
Accounts payable and accrued liabilities 5,157 54,7 4,591 4,408
Long-term non-interest bearing trade payables 513 34 5 502 520
Less cash, short-term deposits and receivables 81,7 (3,430) (3,768) (2,180)
Net debt 3,049 2,045 1,525 2,798
Shareholders’ equity 21,136 21,412 20,730 21,177
Equity and net debt 24,185 23,457 22,255 23,975
Gearing ratio 12.6% 8.7% 6.9% 11.7%

The Company’s approach to capital management didhange during the period.
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Outstanding Share Data

As of the date hereof, there were 37,033,929 comsiweres outstanding, 1,509,967 options and
4,351,794 warrants outstanding to acquire one camshare each.

The Company has established a stock option plantdodirectors, officers, employees and technical
consultants under which the Company may grant pptto acquire a maximum number of common
shares equal to 10% of the total issued and oulistgartommon shares of the Company. As of the date
hereof there were 1,459,967 options outstandingutigé option plan. The option plan and all grarits
options under the option plan were approved byGbmpany’'s shareholders at the Company’s Annual
and Special Meeting of Shareholders held on Ma&;2Q212.

4. Quarterly Earnings and Cash Flow

39 Quarter 2" Quarter 1% Quarter
(2012) (2012) (2012)
Period Ended June 30, March 31, December 31,
2012 2012 2011
$'000 $'000 $'000
Total Revenue 4,802 4,964 6,485
Net income (loss) 263 380 746
Basic and diluted earnings (loss)
per share $0.01 $0.01 $0.02
Total assets 31,211 31,424 30,684
Total long-term debt - - -
Dividend - - -
4™ Quarter 39 Quarter
(2011) (2011)

Period Ended September 30| June 9 to June 30,

2011 2011

$'000 $'000
Total Revenue - -
Net income (loss) (2,108)
Basic and diluted earnings (loss)
per share (0.06) -
Total assets 31,31p
Total long-term debt - -
Dividend - -

Almonty owned Daytal for seven days during the getended September 30, 2011. Prior to the closing
of the Qualifying Transaction on September 23, 2aGh& Company (then RCG) did not carry on a
business and therefore did not have any revenudmomty Sub (the accounting acquirer) was
incorporated on June 9, 2011 and also did not aamrg business prior to the closing of the Qualidyi
Transaction and therefore also did not record @awenue for the period ended September 30, 2011.
During the one week period following the closingtbbé Qualifying Transaction, the Company did not
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ship any tungsten concentrate and as such didemord or recognize any revenue during the fourth
quarter ended September 30, 2011.

During the quarter ended June 30, 2012, Aimontgpd 12,586 MTU of high grade concentrate (65.0%
or higher WQ) and 2,400 MTU of low grade concentrate (betwee0% and 65.0% W§). During the
quarter ended March 31, 2012, Almonty shipped IB3NIJU of high grade concentrate (65.0% or higher
WQOs) and 1,618 MTU of low grade concentrate (betwea@% and 65.0% W5).

Net income for the three months ended June 30, gfidRed $263 compared to net income of $380 for
the three months ended March 31, 2011.

See Section 3 “Financial Highlights”, for additibraetails on the three and nine month periods ended
June 30, 2012 and a comparison of Q3 2012 to Q2.201

5. Critical Accounting Estimates

The preparation of Almonty’'s consolidated financi&htements in conformity with IFRS requires
management to make judgments, estimates and assomipitat affect the reported amounts of assets,
liabilities and contingent liabilities at the dabé the consolidated financial statements and regort
amounts of revenues and expenses during the negopéeriod. Estimates and assumptions are
continuously evaluated and are based on managemenperience and other factors, including
expectations of future events that are believeaetoeasonable under the circumstances. Howewveglac
outcomes can differ from these estimates. In @aer, information about significant areas of estiion
uncertainty considered by management in prepaliagconsolidated financial statements is described i
more detail in Note 3 of the unaudited consolidatéerim financial statements of Almonty as at J@fe
2012 and for the three month period then ended.

6. New Accounting Standards and Interpretations

New Accounting Standards and Interpretations Not YeAdopted

The following standards, amendments to standardsraerpretations 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; bear, they have not been applied in preparing the
Company’s consolidated financial statements.

Reference Title Application date for Almonty
IAS 1 Presentation of Financial Statements (reyised October 1, 2012
IAS 12 Income Taxes (amended) October 1, 2012
IFRS 9 Financial Instruments October 1, 2013
IFRS 10 Consolidated Financial Statements Octob2013
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IFRS 11 Joint Arrangements October 1, 2013
IFRS 12 Disclosure of Interests in Other Entities ctaber 1, 2013

IFRS 13 Fair Value Measurement October 1, 2013
IAS 19 Employee Benefits (revised) October 1, 2013

The adoption of these new or amended standardstigexpected to have a material impact on the
consolidated financial statements of Almonty.

7. Related Party Transactions

There were no related party transactions that oedwturing the three and nine month periods ended J
30, 2012.

Three months ended Nine months ended

June 30, 2012 June 30, 2012
$'000 $'000
Short-term cash compensation 50 150
Long-term directors’ incentive share-based compénsa 45 135
Total Compensation of Key Management Personnel 95 83

8. Objectives and Outlook

Targeted Improvements in the Company’s Tungsten Rewery Rates

Since September 30, 2011, the Company has comméanpézmentation of operational improvements at
the mill operations of the Los Santos Project wlith stated goal of increasing tungsten recovepsriat a
minimum of 65%, considered to be industry standafthe improvements are being implemented in
stages and the Company anticipates having all mgpnents installed and operational during the fourth
guarter of calendar 2012 (period ending DecembeP@12). The Company has a target completion date
of December 31, 2012 to improve tungsten recoverindlustry standard. Under the previous owner,
Heemskirk, the tungsten recovery rate at the LagdSaProject was estimated to be 52% for the S5kwee
period ended September 23, 2011 prior to Almonbyisership of Daytal. The Company to date has
achieved tungsten recovery rates of approximaté€lyp% and anticipates reaching its announced
milestone by the target date. The Company is apitg its processing facility with the addition oéw
processing circuits and equipment. The Companygéted US$1,690 to complete the targeted
improvements. As of the date hereof, the Compasydpent approximately US$865 and believes it will
be able to meet the milestone within the budgeteouat by the milestone date.
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Accelerate the Development and Exploration of the hhe in order to Extend the Mine Life

On October 1, 2011 Almonty embarked on a drillinggram at the Los Santos Project, the aim of which
is to convert inferred resources into measure aditated reserves. The exploration program is ioiggo
and the Company has plans to drill 7,000 metreygar over the next four years as part of the cagnpa
The Company completed its drill campaign for fis2@l2 in May after drilling 5,078 metres and ishe
process of analyzing the results of the drillingnpteted to date. Almonty intends to continue the
exploration campaign and conduct further analybtb® results with the intention of issuing a rexdsN|
43-101 compliant technical report once it has otdld sufficient data to do so. Almonty intends to
release the results of its exploration campaigmiue course. The Company intends to complete the
current phase of the exploration program by Decerthe 2012 (11 months in total, consisting of eight
months of drilling plus two months to complete thst laboratory analysis and one additional moath t
model the information). The total amount budgeteaneet the milestone was set at US$1,800. The
Company commenced drilling in November 2011 anahisrack to meet the budgeted time line. To date
the Company has spent US$785 on its drilling pnogeand completed approximately 5,0@®tres of
drilling. Laboratory analysis of the core sampleiied to date is ongoing.

Focus on Cost Control and Reducing the Cost per MTWf the Final Products

Almonty continues to focus on reducing its overabsh costs per MTU produced in order to remain
competitive and to enable the Company to contireiagoprofitable should the price that the Company i
paid for its tungsten concentrate fall as a resfudt deterioration in the quoted price for APT.

Operational Review and Continued Investment in the_os Santos Project

Under the terms of Almonty’s long-term supply agneat it was required to engage the services of a
mining consultant to review the status of the LaesitS8s Project. During the quarter ended March 31,
2012, the Company received a final report fromrtiieing consultant that contained recommendations
with respect to areas of improvement and investritexitmay be required by Almonty in order to pravid

a level of comfort that Almonty’s optimization plmmining development and exploration programs will
be sufficient in order for Almonty to perform itbl@ations throughout the term of the contract and
thereby provide assurance that its customer wileheccess to the agreed supply of tungsten comatentr
over the life of the contract. Almonty has revielbe findings of the operational review with thiaimg
consultant and its customer. Almonty believes ttsaturrent optimization program, enhanced tungste
recovery program and exploration campaign to extda life of mine will enable it to satisfy its
obligations under the long-term supply agreemeAtmonty’s future capital spending plans may be
increased or otherwise altered as a result of enggaview and discussions with its customer ovelita

of the supply agreement.

9. Risks and Uncertainties

Risk Factors

The Company operates in the mining industry whelsubject to numerous significant risks that can
influence profitability. The Company has disclosseral risks below which it believes to be the tmos
significant and that could have a material impattte current and future operations. Other riskg/m
exist that are not indicated below and which mayently exist or arise at a future date regardimg t
Company and its operations. For additional andendetailed risk factors, please see the filingeshaint
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dated September 14, 2011 filed in connection with Qualifying Transaction under the heading “Risk
Factors — Risks Relating to the Resulting IssuBusiness and Industry”.

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. The price of tungsteies considerably and is based on factors outhigle
control of the Company. Should the market pricéuofysten concentrate fall below the Company’s cash
operating costs, currently running at US$187 petUMiAlmonty would cease to generate positive cash
flow from operations. In addition, tungsten is cubton the market in United States dollars and the
fluctuation of the United States dollar to the Giiaa dollar and the European Euro will have an ichpa
on the future earnings of Almonty. The majority Admonty’s activities take place outside of Canada.
Therefore the Company is subject to the risk oftfiation in the foreign exchange rate of the Caaradi
dollar vis-a-vis the other foreign currencies. igrthe three months ended June 30, 2012 the wdilue
the Euro relative to the CAD$ decreased from €E0DAD$1.3322 as at March 31, 2012 to €1.00 =
CAD$1.2910 as at June 30, 2012 resulting in the [i2om recording a cumulative translation adjustment
loss of ($623) for the three months ended June2B02 (as compared to a gain of $195 for the three
months ended March 31, 2012)

Fluctuation in Interest Rates

Although the Company does not currently have atgrést bearing debt, it may in the future become a
borrower of funds. If and when Almonty becomesoartwer of funds, the Company will be subject to
risks associated with fluctuations in interest sateThe Company’s primary operations are located in
Spain and the current European financial crisig¢ thacausing borrowing costs in several European
countries to increase may have a negative impadtotimthe Company’s future borrowing costs and its
ability to obtain debt financing. As at June 30120AImonty did not have any interest bearing loagn
debt outside of $166 in capital lease obligatidret tarry interest rates between 2.75% and 4.50% wi
terms to maturity between 2 years and 5 years.

Access to Capital Markets

To fund its future growth plans, the Company magdmee dependent on securing the necessary capital
through loans or permanent capital. The availgbilif this capital is subject to general economic
conditions and lender and investor interest in @anpany’s projects. To facilitate the availabildf
capital, the Company maintains an investor relatiprogram in order to inform all shareholders and
potential investors of the Company’s developments.

Future Financing, Credit and Liquidity risk

The success of exploration programs and otheracdiosns related to concessions could have a Soginiffi
impact on the need for capital. If Almonty decideslevelop one of its properties, it must ensueg ith
has access to the required capital. The Companhd dmance its need for capital by using working
capital, by arranging partnerships or other arravagégs with other companies, through equity finaggcin
by taking on long-term debt or any combination ¢woér

Almonty’s maximum exposure to credit risk, exclugliie value of any collateral or other securitythis

credit worthiness of its customers that are opegatis counterparty to Almonty’s supplier financing
program. All invoices submitted to its major custy under the long-term supply agreement are subjec
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to a supplier finance program. Almonty assignsti@te receivables that are subject to the supplier
finance program to a third party bank and receprepayment from the bank on the invoices assigned.
The availability of this program rests solely or #bility of Almonty’s customer to continually pagwn

the supplier financing facility as it comes dueoirer to ensure Almonty has access to draw on the
facility when it ships tungsten concentrate tociistomer under the agreement. If Almonty weredo n
longer have access to the supplier financing progitawould revert to normal trade terms with its
customer.

Economic Dependency

Daytal, Almonty’'s wholly-owned indirect subsidiarjyas a long-term supply agreement with one
customer who participates in the global tungstesirtass. Currently over 92% of the output of Dagtal
operations is sold to this customer. Almonty isremmically dependent on the revenue received ffos t
customer in order to be able to meet its currehgations and is subject to the pricing terms setio the
supply agreement. There is no guarantee that Ayneould be able to find an alternative customer or
customers on terms similar to its existing supgseament should the current customer cease opesatio
or become unable to pay Almonty under the currentract.

Operational Risks

Production

Daytal's contract with SYL, under which SYL carriest contract mining activities for Daytal at thes.
Santos Project, was renewed for the life of minthan effective date of July 1, 2012. Daytal cuotise
does not have any mining capabilities of its owd aslies on SYL for all mining activity, including
waste rock removal, pit development and delivergrefto Daytal’s crushing and processing planteréh
is no guarantee that Daytal would be able to rep&¥L with another contract mining firm if SYL were
no longer able to provide contract mining serviteDaytal. Any disruption in the contract mining
services provide by SYL would have negative immacDaytal’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 othewress. As a result, the Company may be faced avith
shortage or no supply of ore or employees, as aglhot being able to maintain or acquire mineral
properties at reasonable conditions.

Risks Related to Property Title

Although the Company leases all of the land oflthe Santos Project from third party property owners
as well as the two closest municipalities to the ISantos Project and the Company has obtained legal
opinions on the titles to all of its propertiesdaaithough it has taken reasonable measures toestimat

all property titles are valid, there is no certqirthat the property titles will not be challenged o
guestioned. Third parties could have valid claim$he lands occupied by 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.
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Laws and Regulations

The Company’s exploration and development projartssubject 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 impactngfnaodification is difficult to measure. The
Company’s policy is to maintain safe working corais in compliance with applicable health and safet
rules.

Licenses and Permits

There can be no guarantees that the Company wableto obtain or maintain all the necessary Besn
and permits to explore, develop, or maintain itstcwed operations, or that the Company will besdbl
comply with all the conditions imposed. The cutreperating permit and plant capacity limitatiorts a
the Los Santos Project allows Almonty to processoup00,000 tonnes of ore per annum. Any increase
in available ore or significant increase in the aantration of tungsten contained in the ore mayireq
the Company to expand its production and processipgbilities. There is no guarantee that Almonty
would be able to obtain the necessary permitsderaio increase production.

Political Risk

The Spanish government currently supports the dpwatnt of their natural resources by foreign and
domestic companies. However, there is no assurdrgovernment will not adopt different policies
regarding foreign ownership of mineral resourcegation, exchange rates, environmental protection,
labour relations, repatriation of income or expration in the future.

Litigation

All industries, including the mining industry, aseibject to legal claims, with and without merit.eTh
Company may in the future be involved in variougaleproceedings. While the Company believes it is
unlikely that the final outcome of any possibleunet legal proceedings will have a material adveftect

on the financial position or results of operatiodsfence costs will be incurred, even with resgect
claims that have no merit. Due to the inherent taggy of the litigation process, there can be no
assurance that the resolution of any particulaallpgoceeding will not have a material adverseotfom

the Company's future cash flow, results of openstiar financial position.

Risks Linked to Common Shares

The price of the common shares of Almonty may fiat¢ for several reasons such as exploration sesult
or operating results and cash flow, exchange rataslable financing, lack of liquidity and seveaher
factors. It is possible that the price of a commabare of Almonty may experience significant flutioias

and that such price might be less than the actied paid by an investor.

10. Disclosure of Internal Controls

Management has established processes to provide dh#ficient knowledge to support representations

that they have exercised reasonable diligence(ithtite unaudited consolidated financial stateménits

the three and nine month periods ended June 3@, @®hot contain any untrue statement of mateaet f

or omit to state a material fact required to bdestaor that is necessary to make a statement not
misleading in light of the circumstances under \whicis made, as of the date of and for the periods
presented by unaudited consolidated financial istates, and (ii) the unaudited consolidated interim

financial statements fairly present in all materedpects the financial condition, results of opens and
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cash flow of the Company, as of June 30, 2012 antht three and nine month periods ended June 30,
2012.

In contrast to the certificate required for nontuea issuers under National Instrument 52-109 —
Certification of Disclosure in Issuers’ Annual amgterim Filings (“NI 52-109), the Venture Issuer
Basic Certificate does not include representatimiating to the establishment and maintenance of
disclosure controls and procedureBC&P ") and internal control over financial reporting@FR "), as
defined in NI 52-109. In particular, the certifyirafficers filing the certificate are not making any
representations relating to the establishment aaidtenance 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 extepuaposes in accordance with the issuer’s
generally accepted accounting principles.

The issuer’s certifying officers are responsible dasuring that processes are in place to providet
with sufficient knowledge to support the represtotes they are making in the certificate. Investors
should be aware that inherent limitations on thétglof certifying officers of a venture issuer tesign
and implement on a cost effective basis DC&P arftR@s defined in NI 52-109 may result in additional
risks to the quality, reliability, transparency airmdeliness of interim and annual filings and otheports
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 assetBbabilities. Management believes such estimaggeh
been based on careful judgements and have beerrpyragflected in the accompanying financial
statements.

August 27, 2012

On behalf of Management and the Board of Directors,

“Lewis Black”

Director, President and Chief Executive Officer
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Glossary of Terms

APT

Concentrates

€
MB

MTU

Scheelite

Tonne

Tungsten concentrates

Uss$
w

WO,

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

the valuable fraction of an ore thdeft after waste material is removed in
processing

Euros
Metal Bulletin of London

metric tonne unit equal to 1 percent of a neetoinne, 10kg (22.046 pounds) of
contained W@

a brown tetragonal mineral, Cayw@ is found in pneumatolytic veins
associated with quartz, and fluoresces to showua kblor. Scheelite is a
mineral of tungsten
a metric unit equal to 1,000kg (2,204.6 gsiin
concentrates generally comgabetween 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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